September 20, 1994

'MEMORANDUM FOR: CAROL RASCO - R -quaiz«v“
EEAR ALICE RIVLIN B : ‘ «
R BOB RUBIN PR
FROM: BILL GALSTON
SE BO CUTTER

T.J. GLAUTHIER

SUBJECT: ' 1995 FARM BILL REAUTHORIZATION

Introduction

-The reauthorization of the farm bill, which occurs every five
‘years, will be ohe of the most challenging legislative processes
~facing the administration during the 104th Congress. As you
“know, this is a comprehensive bill that addresses not only
“agricultural issues, but also economic development, conservation,
‘nutrition, international aid, and many other matters. The
‘administration will be expected to submit its recommendations
‘early next year.

" USDA is now in what we hope are the final stages of collecting
‘its thoughts. Over the summer, an interagency group led by
~DPC/NEC/OMB troika -and involving other agencies as well
.inventoried recent information and policy options. During the
7fall, we must reach closure on administration recommendations.
1Thls will require "microdecisions" on dozens of specific issues.
‘More importantly, it will require a "macrodecision"” on one key
.gquestion: How much political capital is the administration
.w1111ng to expend on the farm bill during the 104th Congress?

fWe strongly believe that the fall policy review cannot proceed to
“a’‘useful conclusion until an authoritative answer to this
‘guestion is developed. To move toward such an answer, we have
:focused on three broad strategic options, which we now sketch for
fy@ur review.

fﬁtrategic Options

: Option 1: Incremental change. Option 1 consists of
1ncremental changes in commodity, export promotion, disaster
relief, conservation, inspection services, credit, rural )
*development, and food assistance and nutrition programs.
“Specifically, Option 1 would leave intact the decades-old
wstructure of commodity programs (see the first column of the
attached matrix).

m P ?0 |QQ"L




September 20,

'MEMORANDUM FOR: CAROL RASCO
S ALICE RIVLIN

BOB RUBIN
FROM: BILL GALSTON
SET BO CUTTER
T.J. GLAUTHIER
SUBJECT: 1995 FARM BILL REAUTHORIZATION
xiﬁtfoduction

The reauthorlzatlon of the farm bill, which occurs every five
years will be one of the most challenglng legislative processes
fa01ng the administration during the 104th Congress. As you
“know, this is a comprehensive bill that addresses not only
‘‘agricultural issues, but also economic development, conservation,
"hhtrltlon international aid, and many other matters. The

administration will be expected to submit its recommendations
early next year.

JUSDA is now in what we hope are the final stages of collecting
“its thoughts. Over the summer, an interagency group led by
~DPC/NEC/OMB troika and involving other agencies as well
rinventoried recent information and policy options. During the
““fall, we must reach closure on administration recommendations.
‘This will require "microdecisions" on dozens of specific issues.
‘More importantly, it will require a "macrodecision" on one key
.gquestion: How much political capital is the administration
Lwilling to expend on the farm bill during the 104th Congress?

We strongly believe that the fall policy review cannot proceed to
“a’ useful conclusion until an authoritative answer to this
‘question is developed. To move toward such an answer, we have
focused on three broad strategic optlons which we now sketch for
your review. ‘

gStrateglc Options

- Option 1: Incremental change. Option 1 consists of
ncremental changes in commodity, export promotion, disaster
relief, conservation, inspection services, credit, rural
‘development, and food assistance and nutrition programs.
ﬁSpeCLflcally, Option 1 would leave intact the decades-old
tructure of commodity programs (see the flrst column of the
attached matrix).

————




Option 1 represents in effect a decision to put a decision to put
farm bill issues on autopilot in order to focus our attention in
other area. It would require limited administration resources
and effort to enact and minimal political ‘capital to enact.

While no member of the troika favors this option, it may well be
supported by key congressional committees and in some quarters of

- USDA.

Option 2: Moderate»change. Optioﬁ 2 proposes significant
reform in areas such as food inspection, conservation, and rural
development, but at most incremental changes in commodity

programs. In the areas this. option. singles out, a fair degree of
consensus has crystalllzed about the need for bas1c reform, if
not on the exact nature of that reform. ' If we were w1lllng to

invest a moderate amount of political capital in Option 2, we
could probably make progress in the reauthorization without
requiring significant personal involvement on the party of the
President, Vice President, or chief of staff and without:
generating possible tradeoffs with other key elements of the
administration's 1995 agenda.

This option is.favdred by Cutter and Glauthier.

Option 3: Aggressive change. Option 3 would combine the
significant programmatic reforms of Option 2 with an equally bold
effort to reform the commodity programs. Such an effort might
involve shifting these programs away from traditional supply
revenue fluctuations and improved stewardship of natural
resources. It might also include endorsing the NPR proposal  for
consolidation of food safety and inspection services.

This option could free up resources for significant new
investments in areas such as rural development and agricultural
research. It would certalnly encounter major opposition from
supporters of established programs. And it would require a major
investment of political capital, including the willingness to
resist aggressive lobbying by numerous friends of the

. administration.

This option is févored by Galston.
Next steps

A portion of the meeting this Thursday will be devoted to a
discussion of these three strategic options. In addition, we
should discuss the framework for an inclusive policy process that
brings USDA and other concerned departments and agencies together
in a structured working relationship with all relevant parties in
the EOP. .



" The 1995 Farm BIH Issues Pohcles & Opportunltles

- Issue & Budget

| Disaster Relief
- | (FY95-99: $8.3B)
"| ($6.8B Mandatory) -

voluntary insurance

with variable
coverage; annual
disaster relief bills

reduce adverse
selection; program

would remain

programs into the
"revenue
assurance” scheme

. Degree of
4Dimensmns s Positive Reforms Bold Change_
(Total FY95-99 BA: Current Policy .| qjjustrative) (Mllustrative) D;fr‘:““y of Bold
$312.2B) . L Change
o : ‘ ; 1 Reduce "base acres”, | Movetoa | 9ona scale of 1to
. | Deficiency preserve marketing - comprehensxve .10 Dccreases if -
1. Commodity Programs. | payments, loans, phase out "revenue sxgmflcant
(FY95-99: $50.2B) - | nonrecourse loans, quotas and direct ~assurance" scheme | entitlement
(All mandatory) quotas, & direct purchases, that more directly . | reductions are
' . .| purchases means—test or cap and simply pri)vides | required.in FY96
: : benefits. income support budget.
- : " o DD: 10 of 10; there
5 E:;cpo t Promotioﬂ Loan guarantees; : x , - . .| is already
- ] . EEP grants to offset Substantial reforms | Accelerate such -substantial
(FY95-99: $4.9B) - . N . » . . :
($4.3B Mandatory) foreign subsxdlcs, dnvcn,‘by GATT UR changes qmlaterally cor!gressmnal »
: - MPP c resistance to current
‘ o \ UR efforts
, ' Federally—fun deﬁ ’ Adminvistration has o -DD: 50f10. If
3. Crop Insurance & - e proposed reforms to | Combine these part of revenue

- assurance, more

difficult; if reforms
not enacted this
year, less difficult.

4. Conservation Programs.

(FY95-99: $13.4B)
. ($7.7B Mandatory)

Requirements on
commodity program
participants; federal
purchase of
wetlands; contracts

_not to farm -

actuarialy. unsound. -

Continue and refine
these programs; a
"stewardship support
payments" pilot?

Comprehensive, - -
consistent approach

 to "green support,”
_reconciling .

commodity and
conservation
programs

DD: 4 of 10.
Rationalizing
programs not as
difficult as
‘expanding
mandates
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Issues POllClGS & Opportumtles (cont d)

‘Degree of .

(FY95-99: $216.8B)."

assistance to:

improve customer

gradual cash-out.

Issue & Budget o . Curren t 'Policy S| Positlve Reforms JBold Change  Difficulty of Bold
Dlmensmns T R ,(Illustrative) . (Illustratlve) T
- : - Change
- : o Improvc | Transfer authority - - ' :
5. Inspection Services _AfMumplc regulators : accountablhty & to FDA to ensure - ,DD' 6 (.)f 10.
; 2 “close to industry; . X E Vested interests and
- (FY95-99: $5.3B) techniques, ¢.g., consistency of - . oy -
< ARERMIEE : : complementary strong lobbies will
(All discretionary) unsdlctlon to FDA ~ | through use of techniques, likely resist change.
S ) }mlcroblal tcstmg , standards &quallty y » g ]
- : Improvc targctmg - || DD:4of 10. -
) 7 | 2GSEs, a weak through program - Substantlal ) .Eercc1ved inequities.
| 6. Agricultural Credit : - : |.overhaul relying on | favor change;
o A e - secondary market, | design, establish . - g
(FY95-99: $1.3B) NP < credit markets and earlier reforms
‘ . . , and substantial guarantee tranches, - ‘ . . .
(All discretionary) : g .-’ | correcting specified | targetted at socmlly
, A subsidies and greater reliance . :
: S g ST 1 o market failures dlsadvantagcd
on markets : - .
_ , . farmcrs
L P Spo(:la} efforts ‘chovatc programs DD: 2 of 10. Thc
- B S | Multiple programs regarding basedon
7. Rural Dcvclopmcnt -1 S I (e least political
focused on home. .| information competition, - . op ‘
- (FY95-99:" $4. 88) , s . resistance——if some
‘constructlon and = mﬁ'astructurc and | leveraging, 1. . :
Al dlscrcnonary) - : : ‘ ~ new monies are
lnfrastructurc > economic -1 stratcgy-—dnven .
; ‘ available
4 L ‘dcvclopmcnt . plans o
o | Multlplc programs ' TS . DD: 5 of 10; 9 of
8. Food & Nutrition providing food Reduce duplication, Welfare reform; 10 if involves a real

rcductlon in

($197 8B Manéatory) _low=income persons | 'servylcc by EBT: beneflts
‘(1) Market Merge two DD: 7 of 10: rcocnt N
,development, (II). “development efforts; , L

9. PL 480 : : a8 50% reduction in
development & leave cmcrgcncy Eliminate (I) and -

(FY95 -99: $7.2B) - : these programs
emergency programs, _program intact. (III) ' could favor bold

(Al discretionary)

(HI) economic
development.

. Eliminate tonnagc
floor.

change.
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MEMORANDUM FOR CAROL RASCO
7" DPCPROGRAM STAFF
CUTHRUS L L BILL GALSTON |
" FROM: BRIANBURKE e e
. MARIONBERRY ' .G T el

“:.'SUB‘J'ECT.':._ 1990 FARM BILL OVERVIEW L

R ‘,‘_ s . ' [ ‘~‘_ \

The purpose of thrs memorandum is to provrde a bnef descnptron of the Food R
Agrlculture Conservatron and Trade Act of 1990 ("1990 Farm' B111") Attached to-the :: / ‘
‘mémorandiim are several white papers wh1ch discuss key, provisions in the' 1995 Farm Blll :
reatithorization. The' wh1te papers. .are ‘summaries of matcrlals complled by OMB and used to; v
_ prepare for.the series of 1995 Farm Bill reauthorization seminars held; dunng the last month. .
Updatcs and add1tronal matcrlals will be prov1ded to you as the reauthorlzatlon d1scuss1ons =

progrcss oo R T e e O T o
BACKGROUND e e L i

. The 1mportancc of farrnrng relatlvc to thc rcst of the U. S economy has declrned for
- over.a century; Growth in' domestic food- dcmand has not kept pace with farm product1v1ty
garns, and crop y1c1d now far cxcccds the needs of tht American population. Without

" “sustained increases in export demand, the farming sector will shr1nk .and resources currently

devoted to- agrrcultural production w111 find altcrnatrve uses in the non- farmf économy., ‘
USDA commodity price-and 1ncome—support programs, the cornerstone of US agrlcultural
polrcrcs may. slow the sectors declrnc but w1ll not reverse 1t S R

) Incrcasmg export dcmand is v1cwcd by many as the best and only way to reduce L
§ subs1d1es to farmers wrthout further: acceleratmg reduct10ns in farm incomes’ and the size of_.~ S

N

“ i . . s . - . B
e ) : - S L T <



a j'the farm sector Even 1f the sectors srze and 1mportance were to stabrlrze technologrcal’
f change wrll persrst in alterlng the drstrrbutmn of i 1ncome wrthrn farrmng ‘

KEY rssur:s IN REAUTHORIZA’HON DISCUSSIONS R R

o,

A=

:\ s,_‘,,r

_:- . .

Lo

Macroeconomtc polrcy, envrronmental concerns, and technologrc:al change are the'

L .three most 1mportant issues affecting US' ag,ncultural practices, policy, and reform.” 1 -
‘ Agrrculture is sensrtlve to changes in’ macroeconomrc condrtrons because of its; caprtal S
o 1ntens1ty Farmrng is a highly caprtallzed 1ndustry and /is sensitive to changes lﬁlmonetary R
"+ policy. 'In the 1980's agricultural exports declined as’ exchange rates rose.. As an example of

environmental concerns, the extent and severity- of water quality problems related to -

-agricultural. practices wrll be better understood in the next’ few years, bnnglng to the
»:foreground the questron of who pays for proposed solutlons to these problems At present L
. farm programs rely on cost—sharmg measures- to eneourage better farm Conservation practrces .

~while’ environmerital groups generally apply the 'polluter pays pnncrple in. restrtctmg

; chemical use: in fertilizers and pest1c1des In addition, biotechnology promrses a boost in tarm -
ol product1v1ty, but w111 also foster contmumg changes n farm structure " L o

R Pollcy optrons for reform range f.rom (1) makrng rev1srons to the ex1st1ng programs

() adding alternative programs. to.the existing structure, or (3) replacrng the current regime: -

 with new. programs that target the Administration's polrcy goals: economic. security, fairness; .
. :market orrcntatron envrronmental protectlon ‘Tural development and budget deflclt reductron

‘\ e,

- .SUMMARY OF MAJOR PROVISIONS ) E‘f Tl \j i

o B

“The 1990 Farm Bill ‘is the most recent ina long serres of measures enacted smce the R i

o 1930's to assist farmers ‘primarily by suppomng prices and | incomes. for Specrfled

" commodities —— currently Wwheat, corn and other feed grams cotton, rice, soybean and other -

orlseeds milk; sugar, ‘honey, peanuts, }vool ‘mohair and tobacco Except for tobacco, which :

- fthe 1990 farm-bill did. not address, hese commodrtres are the SUbjCCt of the frrst 11 titles of
"-thefarmbrll j : - D Sl

)"'*g . t". " ) ,?

The 1990 Farm Brll 1ncludes 14 addrtronal tltles Trtle XV extended and overhauled

' the US: food aid. and agriculture trade (including: export subsrdy) programs " Title XVII'-

reauthorrzed and amended the food stamp and other U.S: Department of Agrlculture (USDA)

- nutrition programs.- Titles: XIV and XXIV: amended ex1st1ng environmental- and resource.
- .conservation. programs ‘and created new.ones.  Title XVI reauthorized. and redirected priorities -

“for agncultural research and- education: Title XVIII altered farm lending process Title XIX:

- ATTACHMENTS

addressed’ farm'’ and food marketmg programs Trtle XXIII provrded new authorlty to promote
‘ ‘development in rural arcas.. T . C

i

’Ihe attached papers dlscuss 1nd1v1dually, the key Farm Blll t1t1 - & -, ‘ e

' .
Lo EUT ¢
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i
Titles I-XI: Commodities .~ .

- Title XIV: Conservation, . . " ‘
. _‘«Tltle XXII: Crop Insurancc and’ Dlsastcr Assxstance
. Pesticides and Fertilizers. ﬁ

: Marketmg and: Inspectlon Servwes

3

‘The Blll in Bnef A Summary ()f the 1990 Farm Blll v
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" TITLES i-XI: COMMODITY PROGRAMS

T

OVERVIEW SREIRETE AT RS

The commodrty programs constrtute the basrc meehamsms by whrch the federal

government supports the price of select farm products and sub81drzes farmers' 1ncomes Thls SRR

18 accompllshed by. manlpulatrng supply and demand of agrlcultural commodltles The.
programs involve large expenditures from- the Treasury Drrect govemment ‘outlays to the. ‘
_ farm sector totaled approximately $80 billiori over the last five years. ‘The commodlty }
programs 1nﬂuence strongly the geography and ‘socioeconomic structiire of American: :
.agriculture. The 1ncome support programs for example, 1mpact farmers decrsrons 10 grow B
certamcmps SRR - o SRR o

/~_q.

) Commodlty programs are managed by the ‘Commodity Credrt Corporatlon ("CCC“) a
federally owned and operated. corporation within the USDA.The CCC functions as the, °

" financjal institution through which all money transactions are handled. - To finance-its .-
actrvrtres CCCis authorized to borrow up to'a total of. $30 billion at a time from a revolvrng
fund in the Treasury In-the CCC Fund, cash outlays for loans and commodrty purchases are
offset by receipts from loan repayments intérest. payments and sales of commodity :.

' 1nventor1es .Outcomes for income supports_have no offsets. The "net realized loss" on CCC

e operatrons is rermbursed each year by mandatory appropnatrons thus restormg CCC i

borrowrng authorrty to the full $30 brllron : :

The CCC offers pnce support to all elrglble producers of 21/ commodmes (mcludrng .
" wheat, corn and other feed ; grains, cotton, rice, soybean ‘and other oilseeds; milk, sugar, -
honey, peanuts, wool, moharr and tobacco) Approximately 60 percent of the [and planted to
crops in the United: States is ‘used to produce a handful of heavrly subsrdrzed commodrtres B :

- such as. corn, wheat cotton and rice. ' LA T

The purpose of prlce support prograrns is to keep farm pnces recelved by
- participating producers from falling below specific. minimum: levels. - CCC stabrhzes ‘

. commodity prices -and’ supports farm income by manipulating the supply and demand of :
. agricultural commodrttes by prov1d1ng subs1d1es for the production, export finance, ‘and- the
“direct export of these commodltles The - programs are carried out'by provrdlng loans and
. purchase: agreements to farmers S0 that they can store their crops during periods .of low -
" prices. | Produeers receive non-recourse loans and forfelt therr commodltles to CCC if the

o market prrce falls bclow the support prrce " loan rate") T T

ETE
P
‘\‘,

.The largest pornon of CCC outlays are for dlrect mcome—support payments R
("defrcrency payments") to producers Avallable for- major commodrtres (wheat, corn, cotton,
and rice), the deficiency payment is based on-the difference between the price level '
-established by law (target prrce) and either the ‘higher of the market price during a perrod
specrfred by law -or the price support (loan) rate, The total payment is generally ‘equal to, the
payment rate multrplred by the ehglble acreage p].anted for, harvest and then multlplled by the



o program payment yleld rafe. establlshed for the partrcular farm Such terms as‘ "trtple base
“"acreage reduction program” 'and "productron base" refer to the ways in whrch deflt:tency
--_payments are determmed A ST :

k In addmon, CCC admmlsters programs that support the domestrc prrces of certain ' ¢ .
'commodmes (dairy, tobacco, peanuts, sugar, honey, wool and. moharr) by purchases on the
~‘A0pen ‘market, productlon quotas restrictions on: rmports or some combmatron of these S
_‘dev1ces U P DTN AU
- ’ The level of CCC outlays is pnmanly a funetron of the prevarlmg market pnces for”

; 'agrrcultural commodrtres “There is a 30.percent chance of an unexpected, srgmfrcant drop in
~prices in any year -Some operating rules for CCC programs are set by law,such as the -

~"target prices”, - while others like loan repayment rates, are left largely to Admrmstratlon
choices. ‘Spending ‘at USDA . drscretron, not’ requrred by law; is rising.. The rise in the.
'eomponent of spending that is at the Administration's. discretion tends' to increase the budget
"'}exposure -Administrative actron can reduce or expand the budget s exposure to price swmgs

" For ‘example, a ten cent: increase in a commodlty loan rate can increase CCC outlays by

: hundreds of mrllrons of dollars wrth normal prlCe volatlllty SR

g :REAUTHORIZATION ISSUES l‘, e - r:,? S R
, T he exrstmg mcome— and prtce- support programs ‘are strongly defended by most

farm interests and congressronal advocates: Last year, the Admmrstratron drastrcally reduced
‘its initial $5 billion CCC reform proposals in the face of Congressmnal opposition. -However,
the 1993 OBRA reduced spending on-CCC programs by about $2 brlhon ‘as estimated by

h . _' , AN . o, < .
. . . e S

' ,CBO, and subsequent Congressronal sunsetting of CCC's-wool program ‘and reductrons to. o e

L CCC‘S ‘honey program- reflect eroding support.: 'Most’ farm groups believe budget pressures
‘ wrll mean some reductton m future subsrdres authorrzed by ‘the 1995 farm brll ‘ / L

.\\_

The optrons for reform are many and varred and a proper drscussron of pollcy chorces '

“should begin with review of the social and ‘economic-trends. here and -abroad that are likely to - ,' ’

‘determine the fate. of the agrrculture sector. - The rationale for regulatory reform stems_from 1)

" the neéed for federal deficit. reduction,  2) the pursurt of fairness in public polrey, 3) the. desire" .

" for mcreased market eff1c1eney and economte secunty, 4) rural development ‘and last but not .
.least 5) envrronmental protectron R R S '



OVERVIEW

R B N
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B ! TITLE XIV: CONSERVATION RESERVE PROGRAM .~ .

A

: Under the Conservatron Reserve Program ("CRP") producers can brd to enroll hrghly‘ S

E 'erodrble land' into the reserve, removrng it from' production for 10 years. “In Teturn, farmers R
receive rental ‘payments. After the 10-year perrod they can bring their lands back into
productron CRP was authorized i in the- 1985 Farm Bill to enroll a total of 40 million acres

- (one million' of which became the’ ‘Wetlands Resefve PrOgram ("WRP") in the 1990 Farm

Bill), but the CRP target was reduced to 38 million acres in the 1993 OBRA. CRP's

. ‘jauthorrzatlon to sign up new acres terminates at the’ end of. 1995 The FY 1995 President's

s 'Budget proposes marntalnlng the current acreage total of 36 4 mllllon acres, and forgomg the

t '\, | 'fmal srgn up in FY 1995

Before 1990 USDA made the acreage target the prrme consrderatlon for enrollment
N From 1985- 1990, agricultural’ productron supply management was. a: prlmary ‘goal of the .-

. ,program to reduce surplus crops. . The least ‘expensive elrgrble acres were enrolled; thls S
. :acreage ‘met a m1n1mum threshold of . being "hrghly erodible": In 1990, the program began to .
- use a ranking formula, the Environmental:Benefits [ndex ("EBI“) to enroll the acres with the

‘greatest’ envrronmental and conservation benefits per Federal dollar spent. The: EBI used

. seven drfferent measures to determine the: potential contribution to conservation and -

‘ '.envnonmental goals from each parcel, mcludmg surface and ground water lmprovement

: » -preservatlon of soil productivity, encouragement of tree plantlng, and assrstance to farmers o

most affected by conservatron comphance
A

_:COST EFFECTIVENESS T . e

)  The cost—effectlveness of the CRP program has been questroned because the acres are
‘not permanently retired: and: ‘much of the Federal investment in these acrés are lost as'the =

" rental contiacts.expire: ‘This effect is especrally pronounced because. the- lO—year contract i

k "totals are often equal to or greater than what the cost would have been for purchasmg or.

‘ permanently retiring the land outright. It is estimiated that overall CRP contracts overpald

.. from $7-17/4cre, such that the FY-1995 rental* payments should have been closer to $1: 35
+ ;. billion,. iristead of $1.8 brllron Only in FY 1990 was a cap put on enrollmg CRP acres:

‘ ~wh0se cost exceeds the rental value of surroundmg acres S

\

,»FUTURE OF; CRP L T

In the context of the 1995 farm brll dehberatrons, a new CRP program could contrnue

‘ “the reforms of 1990 by. targetmg land accordlng to envrronmental and conservatlon benefrts

B [
” k . .
—_ . : . . B LA oo - ’ N MRS

, o 1Land that meets. specrfrc condrnons prrmanly 1elanng to rts land/sorl classxfrcatron and current or -
' i“potenual rate of erosion. ; S : , :
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s ; .
N K ‘s\

whrle perhaps broademng the EBI cntena to 1nclude wrldllfe preservatron and endangered
* species habitat, orfﬂoodway expansron Grven the high- level of interest for easements’ WRP
landholders have shown, permanent easements for CRP acres could be consrdered .as well

{ ,,

" for lower rental. payments and a:10-year loss of crop. acreage base for deflcrency payment .
- purposes. The House Envrronment Credit, and Rural Development Subcommrttee helda..
- public hearing on August 2, 1994 to- review, the budget and poltcy consequences of extendmgf
‘~.'the CRP (testrmony is attached) , L P o

/.' * '

; Current estithates of the ex1st1ng CRP acres mdlcate that bctween 53~ 63 percent wrll

« return to crop productron upon exptratron of the contracts: The Secretary of Agnculture has

- the’ authorlty to extend CRP contracts expiring between 1995-2000 or to place any extstrng

" ‘CRP contracts mto permanent-easement. The envrronmental benefits per acre of CRP vary. -

. By ranking the acres of the CRP with the EBI factors relatlve to- the costs of extendmg

- - contracts, a program as small as § million acres could capture a large portion of the - ¢
" environmental benefit. Enrolltng a smaller portion of highly erodible farm land will:have a

greater envrronmental beneftt than mcludmg a larger tract of less erosron prone land '

','SODBUSTER - P

~ - P . ~

L S

‘ u’ e . -

Underr the "sodbuster“ provrs1ons farmers who cultrvate htghly erodrble land - not
. cultrvated ‘between 1981 and.1985 - --are 1nehg1ble for- ‘most major farm ‘program beneflts
‘These 1nclude price supports and related paymerits, farm storage facility loans, crop msurance
: dlsaster payments, any loans from Farmers Home Admtnlstratron that will contribute to"
‘erosron of highly erodlble lands, storage payments, and conservation reserve program-

“payments. These. bénefits arelost for all the land the farmer. cultivates, not just for the hrghly

~erodible lands. A producer is not sub]ect to these prov151ons 1f he cultlvates hrs hlghly
' erodrble land usrng an. approved conservatlon plan el e R

Under the conservatlon comphance the sodbuster provrstons apply to.all hlghly
erodrble land even 1f‘1t was; cultrvated between 1981 and 1985 startmg in. 1990 If a’

' -
' s o

< - PR L BN

RS . e

<

- 2Consewanon easement is patttal\tntetest in land usually held by a governrnent entlty whtch ltmtts the ‘

- - uses of the property, ‘or prohtbtts certain acuons, in order-to achieve, certain conservation ob]ectwes When:, usmg

R Optrons for current CRP lands mclude enrollment m a post-1995 CRP program CRP S
o ;contract extensions or easement purchases under the Secretarys existing discretionary".. .. -
o authorrty, tree planttng, and hay grazing of CRP .acres_during the lif¢ of the contract in- retum '

PO

~ the farm of’a resexved interest deed, the gxantee acquxres allirights, tttles, and mterest ina property, except those . .

' rights that mrght run wrth the land expressly reserved by a grantor - o

. S B s o0
L AR

. 3A comblnatron of land uses’ and practtces to protect and 1mprovc sorl productrvrty and t0 prevent soxl

‘ deterroratmg A conservatron plan must be approved by the local conservatton ‘district for acreage offered in the

' Conservauon Reserve Program The plan sets forth the ‘conservation measures and mamtenance that the -owner
.or operator wrll carry out duung the tenn of the contract ' ) g N : :

.\
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producer has obtamed an approved conservatton plan s/he wrll have untll 1995 to fully ;
1mplement that plan ‘or lose his benefrts : C S

AR

SWAMPBUSTER S TSRt L

v

Under the l"'Swampbuster provrsrons a farmer who drams and then cultrvates a.

Ui ‘wetlands loses the same farm’ program beneflts as a sodbuster.* "Under a number of -

, conditions, wetlands are exempt, mcludmg wetlands previously ¢onverted or arttfrcrally.’.“ o
created, wetlands created by irrigation or’ ‘water dehvery systems, wetlands where agncultural
productaon is possrble under natural- condltrons or-where production has a-minimal effect, and

* areas where the ‘producer . follows -an. approved wetlands. conservanon plan. More than 5o ‘:,:

~million acres of wetlands are est1mated to have a hlgh or medtum potenttal for conversron to

b
e

WETLANDS RESERVE PROGRAM ("WRP") e . o

Agrrculture is by far. the nattons leadmg cause of wetland loss The WRP was

< created in the 1990 Farm Bill and pays producers to permanently retire’ 'wetland acres from

- [

L concerns such as sorl erosion. A

productron The goal of the [program Was to restore ‘onc¢ million acres of cropland to their.

g ,ortgrnal wetland functions. and values by 1995. To date 125,000 acres have been enrolled.

The Pre31dents FY 1995 Budget proposed to enroll 300,000 acres in FY 1995, but House and
Senate Approprrattons bills would only perrnrt 100, 000 acres in 30 states to be enrolled

Up to an addttlonal 100 ()00 acres w1ll be enrolled in FY 1994 in areas affected by the
Mtdwest Flood, as authorlzed by the Flood and- Earthquake supplemental brlls last year. -
“WRP shares a method similar . to the CRP for selecting acreage, with a formula rankmg lands - ‘
accordtng to: envrronmental benefits per. Federal dollar WRP also has a payment cap on the .
fair market value of the land R e T R

- and&&nandﬂa&r&ualﬂxlm Groundwater pollutton has rapldly emerged as v
a major issue as more instances of contammatxon have been 1dent1f1ed A basic question is.
whether the known mstances of coritamination represent the "tip of the 1ceberg or are
1solated mstances there is far less mformatlon on. thts toprc than on tradmonal conservatlon

REFORM ISSUES .

e

ﬂa,er__Snppl)_[ssnesr There are two main. water supply issues. One issue revolves

' ' around a doublc cost-to the cheral treasury when water supplled at, subsxdtzed rates from

I3

7 »

"Wetlands have many envrronmental beneﬁts moludrng water ﬁltratton, spawnmg and water o
foul habnat and flood 1eservotrs . . N e S e T

g‘.?See footnote#S.‘above-. - IR L e,
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Federal water pr()jects is used to grow crOps in surplus ‘that the Federal Government is then

" forced to acquiré under current comrnodrty programs. - The. second issue involves the ,
agrlcultural use of water in' the- Southwest Critics believe that producers havmg access:to

th1s water receive an unfair subsrdy, one that gives them an unfair.advantage over producers
'in-other. areas. -Other critics believe that as development. occurs in the Southwest markets o
should be avallable to sell ‘water to the hlghest bldder

\

Sus_ama_ble_Agmgulmre Sustamable agnculture is mcreasmgly v1ewed asa potentral

_ solution 'to ‘many currerit envrronmental and resourceproblems that are byproducts of

productron agriculture. - Farmers are secking ways to control mput costs and protect profit: ...~ .
- margins while maintaining productlvrty, and -environmentalists are looking for ways to make ’( o
_ agriculture more benign.- Sustainable agrlculture includes the collage of activities that range ‘
. from totally. ;organic systems to targeted and efficient. apphcatlon of vagncultural chemlcals
. This approach contrasts with conventional agrlculture which’ uses a full range of tlllage
practrces and larger quantltres of chermcal mputs : o
Opposmon to sustamable agncultural efforts has come pnmanly from producers who I
see. no need to change from conventional agriculture, and manufacturers and drstrlbutors of ," BE
products that are used most heavrly in support-of convéntional agriculture (fertilizers,
pestrcrdes etc.). In addition, many leglslators have called for’ more flexible commodity '3
/ program rules to support sustamable agrlculture goals. Greater flexibility might allow:
producers to use approved crop rotations without. bemg penalrzed f1nanc1ally, as: they are”

under current commodrty program provrsrons . o

/

.

L1 - . N
N

Major sustamable agrtculture provrsrons were mcluded in the research trtle of the 1990
Farm Bill, Title XVI. - In-addition, under- the conservatron title, the Secretary is to develop a”
voluntary integrated farm management program that assrsts fanners m adoptmg plans that '
reduce barrlers to. resource stewardshtp ' S :

)



TIT LE XXII CROP INSURANCE AND DISASTER ASSISTANCE

Y -

a FOVERVIEW

O

B [P o

. Fannmg is-a rlsky busmess — susceptrble to natural dlsasters that in addrtron to

o ﬂuctuatlng market prices, can ‘have a’ profound and unantlcrpated efféct on crop productlon on
..farmers' fmances Federal crop insurance is a subsidized insurance. program: which provrdes
_ farmers with a means for risk management and f1nanc1al stability agarnst crop production loss

L The insurance is available for 50 dlfferent crops -varying by county, PamCIpatronfrn the -

-program is often requrred fora farmer to- quahfy for Federal-emergency loans: The Federal

‘Crop’ Insurance Corporatlon ("FCIC") insures individual crop ‘yields against losses from
' unavmdable productlon nsks Losses due to neghgence or- poor farmmg practrces are..
‘excluded ‘ S \ o
» Wlth the exceptron of a bnef perlod in the 1940'8, the federal government has offered
- '_some form of crop insurance -since the 1930's. In 1980, ‘Congress_redesigned crop. insurance.
7 to make it the’ préeminent-form' of agrrcultural disaster assistance. The’ Federal Crop ’
. Insurance Act (“FCIA") of 1980 estabhshed goals, 1nclud1ng (1) .erase government —funded -

‘ drsaster payments by increasing crop instirance participation, @y prov1de crop insurance more

s eff]crently by taking advantage of private sector expertise, (3) decrease insurance ‘costs for

* farmers by providing federal subsidies, and (4) operate within the- budget. A 1992 GAO- report
t "Stated that the redesrgned crop. 1nsurance program has been unable to meet all of® these goals

7 *-How CROP INSURANCE WORKS

. ‘In the federal crop msurance program rnsured farmers who do not achleve specrfled
; productron levels are paid indemnities out of the total prermums ‘paid by all insured farmers
.. or by other sources of funds available to the insurer. - The farmer achiéves gréater revenue -
' »stabllrty in exchange for the. premrum payment even though the 1nherent risk of low crop .

. yield remains. ECIC offers county crop. programs for specrf ¢ crops in individual counties. -

. Farmers' may parttcrpate 1n the msurance program 1f they plant an. ehglble crop where FCIC
- offers a county. crop program T . r S o

l_.\ .

Partrcrpatrng fanners can elect yleld-guarantee coverage of 50 65 or 75 percent of

7 their - 10-year, actual production hlstory ‘("APH"); yield, if avaﬂable For example a farmer ‘

“with a 10-yéar average yield.of 100 bushels per acre who selécts S0-percent level of
; coverage would be eligible- for an 1ndemn1ty payment if production fell below 50 bushels per’
- acre.’ To translate a yield loss into’ a*dollar loss, parttcrpants also select'a commodtty pr1ce ,

) }_ level == from. 30 to, 100 percerit of the CIop's. expected market price, which is then multlphed
" by the actual number of bushels that fall-below the coverage level.. Premiums depend on the .

“insured crop, locatlon, fanmng practices (such as 1rr1gated or non-lmgated), and yleld level,
- as well as coverage and prlce levels selected v : ~

-



V‘DISASTER ASSISTANCE VERSES CROP INSURANCE

Crop 1nsurance and crop dtsaster payments have htstortcally served the same functron

- to 1ndemn1fy farmers for crop: productlon losses. The crop disaster- payment structure is

srmrlar to crop insurance, - but it is free to producers Unllke cr0p insurance, disaster .

_ - assistance is not a permanent ‘reliable sourceé of federal assistance to fanners, however, .

disaster assistance promotes farming in unproductlve areas because it is costless. The
* incentives to-make disaster- payments available to farmer constituents have proven to be -

- " nearly. lrresrsttble, especrally in lrght of the problems in the cr0p insurance program

The expansron of the’ crOp insurance program in 1980 was mtended to replace d1rect

* - disaster payments Partwrpatron in the crop insurance ‘program:was encouraged through

premium subsidies provrded by | the Government of up to 30 percent In spite of these hlgh

" farmer subsidies, -participation in the insurance program'did not go above 40 percent of -

BUDGETARY CONSIDERATIONS '.*,- o

. ':ACTUARIAL PROBLEMS

“eligible. acres: .Low participation, in tum, encouraged Federally funded crop disaster ‘relief, . -
. -Every ¢rop year ‘'since 1987, farmers have been bailed out with a crop: disaster reltef bill. -
' For this reason; coupled with existing, -but seldom used mandatory authonty for, USDA to
: make disaster payments, the’FY 1995 Budget for the first time inclided disaster spendmg in’
the mandatory-baseline, at'a $1 btllron per year through FY 1999 (the. 10- ~year average -
"7 éxpenditure)..- The high costs of the crop insurance program ¢ combmed with low
. vpartmpatron mcreasmgly ratsed questlons regardmg the erop tnsurance s mission and
T ‘;‘effectrveness. SRR : .. T S ‘

. ;\

. In FY 1994 crop msurance costs compnse $290 nnllron in dlscretronary Spendlng for
“FCIC administrative expenses and private company expense relmbursements and $1.186"

* billion in rnandatory spending for premium subsidies and’ excess loss payments The Federal
“ Goveriiment subsidizes (at an average rate of 25 percent) crop insurance premiums. It also
‘reimburscs private insurance companies roughly 33 cents: for every premium dollar sold for -
- administrative expenses. Combmed for every farmer—pald premlum dollar the FCIC outlays n

‘ _roughly $”56 ‘ : : S

, i “ - ,
/ .

A

' P \

v The fedcral crop lnsurance prograrn has not achreved actuarlal soundness because @ -
: fcrop productron risks are not normally’ mdependent (2) FCIC does- not have sufficient. .
~* .information to calculate individual risk, and (3).FCIC does not ‘have suffrcrent 1nformatron to.
‘ determme the cause of losses. An actuarrally sound insurance program should break even. ’
; “over time. For every dollar in premium; one dollar in indemnity would arise. -Since 1980
.crop’ insurance has suffered from low farmer part1c1pat10n and high actuarral losses: - From
. 1981-1990, total indemnities exceeded total premiums by $2. 5 billion. ‘The average. loss
' Tatio for the program is 1 4 that is, for every dollar In premlum one dollar and forty cents 1s '

,\

~
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. 1 collected 28 percent of all mdemmtres
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pard in 1ndemn1t1es Losses tend to be hrghly concentrated roughly 6 percent of all producers

Z

A

I&ﬁesmm_um;;en_em_ Many weather related hazards can reduce crop ytelds

-over large areas of the-nation, thereby increasing the chance that a substantial number of --
p011c1es will: requtre indemnification during the same year and-will afféct- actuarral soundness
.:This wrdespread 1mpact reduces the effectrveness of insurance’ because I'lSk poolrng, one ‘
-important way: insurers can reduce. the costs of bearmg risk, is less lrkely to be successful 1f
‘there is a- large degree of correlation across the risks- facrng the insured individuals. In theory,
-the prograin's expanded geographrc coverage provides more opportunrtres for drversrflcatton

. because’ ‘weather patterns vary across the nation and yields. of spec;ftc crops vary-by. regron

- In practice, however, these opportumtles may be limited. For- example, although the —
expanded crop 1nsurance program offers coverage for 50 crops the top 3 crops —— com, - -

~ soybeans, and wheat ~=account. for roughly half of total prermum revenue Furthermore,
these crops experrence srmtlar movements m loss ratros N e

PO

Ad_erseseleeummndmonaljazand, The crop rnsurance program also suffers frorn

adverse selection and ‘moral hazard. - Adverse selection arises as producers are better mformed

~ about the dtstrlbutton of their yrelds and can better assess the actuanal fatrness of their - = .

" premium.’ /Producers who expected 1ndemmt1es to exceed premtums are ‘more likely.to
purchase coverage than farmers whose: probabrlrty of collectron is small.” Adverse selection
““also occurs through risk shifting. by the reinsured .companies. ' Reinsured individuals can elect
to Shlft risk to FCIC by choosing between various reinsured risk pools for their. busmess

* Better busmess is placed in risk pools with.less. retnsurance and higher profit shartng More
rrsky busmess is placed il @ pool where FCIC covers more losses ‘and profit sharing is_ lower
- Moral hazard arises' because the actual yreld is subject to- influerice” by the producers actrons
throughout the ‘growing season. A recent study® concluded- that moral hazard i is an 1mportant
problem that contributes to a large part of ‘the persrstent losses (as much as 20 percent or. '
more tn major crops) mcurred by FCiC L e e e T

~ Because crop msurance guarantee levels, ,
premlums ‘and 1ndemmt1es are based on the 1nd1v1dual farmier's yield, an accurate estimate of.
~ potential loss depends on individual farrn information. FCIC's estimate of a farmer's expected
yreld is the only farm-level mformatlon FCIC uses to deterrnme an 1nd1v1dual farmer's .

« riskiness. In 1987, FCIC began’ using APH data, a'10"yeéar average of yrelds at the individual - -

farm level to estimate a farmer's average-yield. However, FCIC does not use. APH data to
" determine ‘a farmer's yreld varlabrllty as an addlttonal measure of risk. This creates several
problcms One, farmers.do not always have completed data for 10* years and therefore the -
~data may not accurately reflect the farmer's actual yield and’ ‘therefore. may skew the average

v

~ yield on which. FCIC assesses risk. - Second the APH- datafmay not capture mcreases in crop ' N .
ylelds overttme crop yrelds tend to tncrease because productton methods 1mprove Therefore, R

=<
e i . e
A ‘ /
) . .

thehard E. Just and Lmda Calvm “"Moral Hazard m US Crop Insurance An Empmcal Investlgatton "
(work in ptogress) Untvetsrty of Malyland Apr 199” «
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the APH yrelds may be lower than the farmers true expected yleld Thlrd there can be
drffrcultres in’ verlfymg a. producers productron clalms G -
Researchers mdrcate that for the program to- contlnue to be based on mdrvrdual yrelds SR
and yet be more actuartally sound, FCIC must do .more. For- example .collecting addltlonal
farm level rnformanon would combat adverse selectron ‘and moral hazard However, U
~-collecting more 1nformatron would probably increase costs, and it is unclear how ‘much
adverse selectlon and moral hazard problems can: be lessened through such efforts o

REFORMS AND RECENT LEGISLATION o

_ o In recent years Congress has enacted leglslatlon to reduce crop msurance 's. cost and
“increase partrcrpatron rates. - The 1990.Farm Bill shifted more risk ‘expense to prlvate ‘
companres and the 1993. OBRA mandated actuar1a1 changes to 1mprove msurance losses

Ihe_Admmtstna_mn_s_Emp_QsaL To bulld on’ the actuarral reforms enacted in 1993

OBRA the Admrmstratlons FY. 1995 Budget. proposed comprehensive. reform of the' crop: :
-insurance program starting in-crop year.1995. The key components of the reform are: 1)

L repeal of drscretlonary -and mandatory ad hoc disaster authority for most commodrtres

= including ¢ emergency desrgnatlons for crop disaster bills, 2) free catastmphlc crop insufance -
';' coverage for losses exceeding 50 percent of normal yreld 3) mandatoty participation for all-
- .CCC farm- program partrcrpants and Farmers Homie Admrmstratron borrowers, and 4) a ;
" standing disaster’ program for crops not covered by crop insurance, with payments tnggered
" /by area-wide loss' levels. Attached is a summary of the key elements of the Federal Crop
' Insurance Reform Act of 1994 SRS : A
The Admrmstratron S comprehensrve crop insurance reform legrslatron may be
consrdered by. the House Age Commlttee this week. The- legrslatron is likely to be subject to
_ extensive dcbate due to an expected arnendment from Congressman Tim Penny that -
substantrally cuts incentives to farmers -and expense. relmbursement to agents. The Senate brll
1s bemg held up m the Agrrculture Commrttee by Senator Helms o o

P . :Z oL ,' - “',{“,.(/
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PESTICIDES AND FERTILIZERS _— R
BACKGROUND

Pestrcrdes and femhzer nutrlents threaten clean water natlonwrde Agnculture A
represents the leadmg cause of poison runoff pollutton of surface waters, and conventional .
farmmg practices, have: been. linked conclusively to pest1c1de and nitrate contamination of -

. ground water. " To. the extent to which the USDA has addressed pestrcrde 1ssues, the emphasrs , o

has been prlmanly research and 1ntergovemmental coordmatlon

CURRENT REGULATIONS

7

S S AR

The use, of pest1c1des and fertrhzers is not spec1f1cally addressed in the Farm. Bill.-

Instead their use is covered under ) many “Acts, mcludrng the Federal Insecticide; Fungtcrde,

and, Rodentrcrde Act ("FIFRA"), and the Federal Food, Drug, and’ Cosmetlcs Act ("FFDCA")
the Clean Water Act/and the Watershcd and Flood Preventron Act o

Loy

>
A .
.o

REFORM ISSUES
- fCurrently, there are’ three pestrcrde reform brlls pendrng in Congress the
" Administration's; Representatrves Biley, Lehman and Rowland; and Senator- Kennedy .
.- Congress has not yet acted on these. Because: of 'the lack of action on the three pestlctde ~

g reform bills and thé. desire of the. farm commumty to have a greater say in the outcome of

pcstrcrde Iegrslatron, pestrcrde reform 1eg1slat10n may be mcluded as part of the Farm Brll
debate ‘ L M o o -

Farmers are concerned about the pest1c1de leglslatlon currently pendmg in the
. Congress. For example farmers want: to ‘¢nsure- that the pesticides _they need are avarlable
‘The agriculture community has sought to ensure that the: economic benefits; as: well as the
health and environmental risks of pCS‘IlCldCS continue to be cons.ldered in the pestrcrde U

regulatory process This-issue is most pressrng for fruit and vegetable farmers and other

.'minor crop' farmers Because of the high cost of reglstermg and reregistering pestlcrdes

‘: many ‘chemical companies have dropped regrstratlons for pesucrdes for ‘which there is a- small
" market. Often thése "minor use" pesticides. are "the only alternatives the. farmers have for-

flghttng a certaln pest or disease. : In’ ‘additjon, the. agncultural communlty is concerned about

growmg pressure from varlous sources for more wholesale reform of pest1c1de use. - .
- In response to. the agncultural commumtys concerns -as’ well as concerns expressed by

englronmental groups, chemical rianufacturers and- ‘consumers, the Adm1mstrat10n sent a.

© pesticide. safety bill to Congress reformmg the existing pesticide registration legrslatlon ‘

Among other thmgs, the Admrmstratrons blll addresses pubhc health issues ralsed by the



, FFDCA’ "Delaney Clause and the Natlonal Academy of Sc1ence s ("NAS") report on

. pesticides.” The Admlmstratlons blll addresses these issues. by" establlshmg a negllglble nsk.,f-l

‘. standard for settmg tolerances for both raw and processed foods, and by requiring that the
tolerance scttmg process take mto account the potennal 1mpact on sensrme subpopulatlons -

3
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I"’The Delaney Clause pl'OhlbltS resrdues of cancer causmg pestxcrdes in processed foods e

9I‘he NAS report ratsed quesnons about the current pestrcxde regulatory systems ablhty to adequately protect

sensmve subpopulanons such as chlldren S IR
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MARKETING AND INSPECTION SERVICES

b 3
i’

. The purpose of the marketmg and mSpectron servrces is to ensure the safety of food

| .,the cost efficient. marketmg of agrrcultural products, -and an open market for such products
“Marketing programs are used to- develop: commodity standards, provide gradrng services; = ..
“circulate 1nformatron and provrde technical assistance to the wholesale agricultural market

~The Food Safety and Inspectron Service (“FSIS") is the USDA" agency. that has the primary *

“ ’ responsrbrlrty for assuring the safety and wholesomeness of llvestock poultry, ,and therr
'products 1ntended for. human consumptlon : T

“

In 1993 the GAO revrewed the USDA management programs and found that the

meat and poultry mspectlon system was not’ effectlve or efficient use of resources to . 1\
Q-‘:protect the public from microbial contammatron and recommended that’ Congress revise-
.. the meat and poultry acts to provrde FSIS with the: ﬂexrblhty and dlscretlon to target rts .
' ‘;mspectron resources to the most serrous food safety l"ISkS S B t{i Lot

(’,

VIR GAO found that the federal mspectron system is ne1ther efflt:lent nor effectrve in -

. protectrng the publrc from- the most serious health risks caused' by:microbial ‘contamination.
{;Inspectlon processes are hampered by inflexible legal requrrements and relies on outdated- and -
“labor intensive 1nspect10n methods; consuming approximately-two— thrrds of therr staff budget

. annually. The 1nspectlon requrrement is labor intensive .and costly because FSIS mspectors
.. must VlSlt thousands of plants darly regardless of the potentlal health risk 1nvolved '

VN T 0 redrrect FSIS‘ 1nspect10ns towards frrms and food processes that pose the greatest
risks, Congress passed the Products Process Improvement Act of 1986, whrch amended the.
. Tequirements on 1nspectlon frequency  of meat. processmg plants. The agency .is responsrble
- for overseemg the meat and poultry 1ndustry and ensurrng the safety of meat and poultry

Addrtronally, these 1nspect10ns can. not detect mlcroblal contamrnants’l because FSIS

E does not routinely test for tlie. microbial contamlnatron nor-does it requrre 1ndustry to. do so.

L The plants that have initiated microbial testing programs have. ised the test to 1dent1fy

'1 - problem areas and made numerous changes that were: desrgned to 1mprove the safety of therr

5 . . .
- Lo T o
.o . -

:t“'

mThe Natronal Performance Review recommends developmg a nation uniform mspectron system to

, .lf'ensure a safe food supply and eombunng responsrbrlrty for food safety and mspeetron in one. agency (preferably

Vo " .'tv LR N b
‘. . -~ N . i

11Mrcrobral contammatron stch as E: coli and salmonella are wrdely recogmzed as’ todays most serrous :

:,_health rrsks assocrated with meat and poulny

’” - oo -’ . - o P PN ) B N . : ot ~
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. products However FSIS has not supported thrs effort by desrgmng generrc programs and/or;
. disseminating information gamed from mdwrdual testlng programs. 'As a result, the * ST

~ investment. requned of plants-interested in improving their. processes by 1mplement1ng

A partlcularly in small plants SRR

" ‘microbial testmg programs could’ be srgmfrcant and thereby drscourage such testmg,

1

A Hazard Analysrs and Cr1t1cal Control Pomt system (“HACCP") is generally

- consulered t0-be the best approach currently available for ensuring ‘safe. foods because it . _
.~ focuses on preventrng contammatlon rathier ‘than detectmg contammatron once it has. occurred '

“To strengthen’ regulatlon of the 1ndusiry and help- ensure ‘safer meat and poultry, Secretary

¥ .
L

Espy. announced iil May 1993 that each meat and pouliry plant wotild be: requ1red to develop

and’ 1mplement a HACCP system. However, the HACCP requrrements ‘do not specrﬁcally
- requife “microbial testing to monitor plants' HACCP systems. - Without specrfymg testing Q
o requrrements and criteria, FSIS cannot’ ensure that each plants HACCP system w1ll effectively -
' momtor m1crob1al contamlnatron Lo Sty :

i
Y
i

ve "

f'GAO RECOMMENI)ATIONS o e

To 1mprove the safety of meat and poultry, GAO recommends that the FSIS

‘ ;,hAdmrnlstrator develop a- mandatory HACCP systemthat includes specrflc requrrements for

microbial testing and. guidelines”for determtnlng when microbial test results warrant action by - ‘

- the plant. ‘As part of-this effort, the’ Administrator’ should assist. meat and poultry plants. in the
“‘_‘dey elopment of their microbial testing programs. by, among other thmgs dlssemlnatlng '
,1nformatron on the programs already in operatxon ;‘ C N T '
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“Small-town America /3

caught in farm crunch

Ll Tul~ /920
e Midwest farm landscape is
changing rapidly. Second g 0\

parts. ~
By Jon Margolis /} ( C

TRIBUNE STAFF WRITER

SHARON SPRINGS, Kan.—Just
before graduation, School Supt.

Fred Staker opened the local-

paper to the page with the pic-
tures of the high school graduates,
-all 14 of them.

“This one will go to college,”
Staker said. “I don't think he’ll
come back.” He pointed to another
picture. “She’s going to school out
of town. [ doubt that she’ll be
back. This young man is going
into law enforcement, probably
someplace else.”

Staker paused for a moment.

““He may stay,” he said, pointing

to another graduate. “Here’s some-
one whose family owns a substan-
tial farm. But [ would guess that
over half of them would not come
back.” '

Not many people who leave
Sharon Springs come back, at
least not to stay, which is- one
reason the population of Wallace
County has shrunk to 1,821 at last
count, down from 2,045 in 1980
and 2,215 in 1970.

And possibly still falling.
Though the big rush of farm
foreclosures stopped a decade or
so ago and the 330 farms in the
county are considered “pretty
strong” by -County Agent Glen
Bronkaw, corporate farming, now
legal for dairy and hogs in Kan--
sas, threatens some mid-sized
operators. |

In addition, the declining power
of the farm bloc and the realities

" of the federal budget are likely to

mean cutbacks in farm subsidies,
putting even more of a squeeze on
smaller farm operations. And in
Wallace County, farming is just -
about the only economic opportu-
nity.

“There is nothing but agricul-
ture,” said Brenda Beringer, the
county’s former economic develop-
ment coordinator. “And agricul-
ture is no different than any other
industry in that the technology

LA

: AP photo
Corporate farming and reduced
federal subsidies are putting the
squeeze on smaller farm opera-
tions and, in tum, many rural
communities are in jeopardy.

has improved so that more can be
done with fewer bodies or hours.”
_ Agriculture is different in that it
is directly subsidized by the feder-
al government, and while Wallace
County’s proud residents may not
like to hear it, the fact is that
their towns survive now only by

federal largesse.

Now, as those payments are ex-
pected to decline in next year's

farm bill, the question is whether
places like Sharon Springs, near-

" by Weskan, and hundreds of other

small towns in the rural Midwest
can survive at all, or whether tpgy
will be blown away by the prairie
wind. .

Decades ago, the decline of farm-
ing in the Northeast was visible
as forests reclaimed abandoned
pastures and cropland. Now on
the Great Plains, the frontier is re-
claiming some of the land the
pioneers painfully wrung from it
a century or more ago. Wallace
County now has fewer than two
people per square mile, the old
standard that distinquished a “set-
tled” area from a “frontier.”

According to an analysis by
Frank and Deborah Popper of
Rutgers University. "Kansas actu-
ally has a larger ‘frontier’ today
than it did in 1890." A century
ago, they said, 25649 square miles
of Kansas had a population densi-
ty of less than six people per
square mile. Now it is 26,309
square miles. “The frontier is
edging East,” they wrote. “Once it
represented the nation’s future;
now it recalls its past.”

But in this part of the country,
abandoned towns, sparse popula-
tion and broken lives might be the
wave of the future. ,

Not that the agricultural
Midlands will disappear. From the
Mississippi Valley where “the
quality of soil and climate is far
more suitable for farming than
anywhere else-in the country,” as
one expert put it, to the high. dry
wheatlands of the Dakotas, farm-
ers will grow corn, soybeans, milo
and wheat and produce dairy
products for as long as anyone
can foresee. ‘

But as far as small-town surviv-
al is concerned, many experts say
one must consider the middle of
the country as two separate re-
gions: the eastern Midwest from .
Ohio through lowa, where most of
the small farm towns have already
either died or survived as bed-
room communities for nearby cit-
ies; and the western Great Plains,
where the cities are so far apart
that some small towns have sur-
vived, until now, because farmers
need to shop, bank and get other
services someplace.

Because there will still be a lot
of agricultural production, “sup-
pliers of chemicals and fertilizers
will be OK,” said Iowa State Uni-
versity agriculture professor Neil
Harl, but not the ones that depend
on numbers of people. So commu-

- nities will gradually shrink.

In short, some towns will sur-
vive, and some will not, at least
not unless they can find some-
thing else to serve as an economic
base. .

In most places, it's hard to see
what else could serve. There are
rural areas that are thriving, even
gaining population. But Kenneth
Johnson of Loyola University in
Chicago, who studies rural popu-
lation trends, pointed out that the

-only areas that grew were those
-with “amenities”—mountains,

lakes, forests and the like.

There is precious little of that
on the Plains, but some people
hope Sharon Springs can attract
people because it is not far from
the Rocky Mountains of Colorado.

“It's only three hours from Colo-
rado Springs,” said school Supt.
Staker,. who has a vacation home
in the Rockies., "With
telecommmunications, some peo-
ple can live anywhere, and here
you get a fine quality of life at a
low price.”
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rough sell, and there are hundreds
of small towns from Oklahoma o
North Dakota that can’'t even
claim proximity to the mountains.

“We would never engage in tri-
age.” said former Agriculture Sec-
retary Bob Bergland. “But the
truth is. try as hard as we can, we
are not making headway in North
Dakota.”

Bergland said that at a sympo-
sium almost two years ago at
which the word “triage” was used
a great deal, though always reluc-

\\tantly Hardly anybody wants to

be the person who gets up and
ays to the people of a town who
love it: *You can't survive, so
we're going to give up on you.”

But, said Ralph Grossi of Ameri-
.can Farmland Trust, triage “is
happening anyway,” whether or
not anyone plans if, and without
planning, it is likely to accelerate.
Many towns survive thanks less
to farm subsidies than to Social
Security checks to their few re-
maining, elderly citizens.

According to a study by the
General Accounting Office, only 6
percent of the 69 million rural
Americans live on farms, and only
22 percent of the nation’'s 2,400
rural counties rely on agnculture
as an economic base.

In the view of many economlsts.
the problems of agriculture -are
not what ail the rural parts of the
country. It is the failure of the

non-farming sector of the rural,

economy that makes life difficult
for so many residents of small
towns in the middle of the coun-
try. “The trailer park and the
manufacturing plant are more
characteristic of rural people’'s
lives and livelihood than are fami-
ly farms,” wrote professors Wil-
liam Browne, Jerry Skees, Louis
Swanson, Paul Thompson and
Laurian Unnevehr, authors of

“Sacred Cows and Hot Potatoes,”
a scholarly but sprightly book
about the current farm situation.

Most workers in rural areas
rely on industrial and service
jobs,. and their wages lag far be-
hind the pay rates in metropolitan
areas.

“There has been no progress in
lowering our rural poverty rate
since 1960,” said Rep. Richard
Durbin (D-IIL). “The working poor
are more likely to live in rural
areas. Jobs and non-farm indus-
tries in rural areas pay an aver-
age of $19,600 a year, 73 percent of
the level in urban settings.” -

In fact, even most farmers rely
on non-farm income. *I have two
boys and they both work off the
farm and both of their wives
work,” said Doris Harrison, who
ranches and farms with her hus-
band in Wallace County. “With
everybody working, we're all
right.”

-
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the and boc~t the other Kinds of
income opportunities in rural
areas.” said Robert Paarlberg of

Affairs. “That sort of income
diversification is what has kept
many farmers on the land.”

But if there is general agree-
ment that rural areas need some-
thing else besides agriculture to
survive, there is so far no answer
to this- question: What is that

. something else?

From slightly east of the Farm
Belt, in New York, Quentin Hope
has a few suggestions.

“There's a potential for small-
scale, flexible manufacturing,
some of it agricultural oriented,”
says Hope, who grew up in Gar-
den City, Kan,, and wants to re-
turn to the Great Plains to work
in economic development. “There
are a lot of mechanical skills in
some of those small towns.”

In Sharen Springs, for instance,
some people would like to try to
lure slaughterhouses. The local
ranchers raise cattle and the farm-
ers raise hogs. Why send them to
Omaha or Garden City to be
slaughtered when that work could
be done in town, benefiting the
local economy?

“But the powers that be don’t
want that,” said one local man,
who did not want to be identified.
“They like Sharon Srpings to be

" clean. If you bring in that kind of

facility you bring in a different
odor and you bring in a different
kind of people.”

Some of those people would not
be white or English-speaking, and
the man was implying that some
of his neighbors might prefer eco-
nomic decay to racial diversity.
Nearby Garden City has packing
plants, and it has what Quentin

ope called “problems in mul
iculturalism.”

But Barry and Jackie Walker,
who moved from Phoenix back to
Sharon Springs, Barry's home-
town, for the country atmosphere
and to run the weekly newspaper,
said there are some other, more
valid, reasons to be wary of
growth. “I don’t see prejudice,”
Barry Walker said. “We have mi-
nority families in the community.
But I'm not sure people really

‘want the town to grow. It's more a

quality-of-life question.” -

The Walkers said they would
welcome light industry with its
“better caliber of work force,” but
former economic development
coordinator Beringer said “it's
very difficult” to attract such
firms to a town such as Sharon
Springs.

There are ailernauves o agri.
culture. “Just think of Dodgeviile.
Wis..” Durbin said. That's where

: ' , the t i
Harvard's Center for International - Lands' End elemarketing and

mail order retailer. has set up
shop. There are other examples.

_such as the Cabelos sporting

goeds store and catalog center in
Sidney, Neb. Such firms, which do

i a lot of business on the telephone,

-are attracted to the rural Midwest

because s$0.many people speak
clear, unaccented English.

But there are not enough firms
like this to save all the small
towns of the region. Some will
wither away, raising the possibili-
ty that much of the Great Plains
will consist of long stretches of
abandoned villages and deserted

farms. .
Frank and Deborah Popper
suggested letting that process hap-
pen, returning some of the land to
prairie and converting the result-
ing “Buffalo commons” into a se-
ries of ecological parks, dude ran-
ches and other tourist attractions.
Even if the Poppers were not
from New Jersey, this proposal
would probably have enraged
farmers apd ranchers on the
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‘Frontier’
returning to
Great Plains

The depopulation of some
rural areas is shown In a
study by Frank and Deborah
Popper of Rutgers University,
Since 1920, some Great
Plains states have added
‘frontiers' — countles with less
than six people per square
mile. Kansas had more
frontierland in 1990 than it
did in 1890.

* Source: Frank and

Debtorah Popper

» ‘Frontier square miles
N. Dakota '
1890 EENENINEERERREST 61.1
1920 EE 147
1950 SESIN 20.1
1990 m 439

1890 _ 52.3
1920 EIREEEE 41.1
1950 EENNRVERE 41.7
1990 PINEENEIEIN 47.2

Nebraska
1920 EEIEER 27.7
1950 ISR 29.9
1990 IMGERN 36.1
1800 HENE 25.6 " po
1920 RN 17.2 are in
1950 BEER18.6 - thousands
1990 CEEERD 26.3 ©f square
Wm miles: )
1890 BN SR 66.9

1920 | 1.8
1950 §§ 5.9
1990 BB 9.1

Chicago Tribune/Martin Fischer, Terry V

A matter of money
The average farm household eams
much more money from non-farm
sources than from farming,

» income sources

Average » Income from .
dollars per sales, 18359‘5
farm-operator and other
household in  farm related
1992, -products or,
pretiminary }‘semce;

; estsmates. .

Totak: 40,613

- Farm and non-farm income

Average in thousands of dollars per farm operator household per

calendar year.

Key: 5% Farm income

$317

$33.3

1989 - 1990

® interest and dividends
from investments, savmgs
accounts, etc.:

- $8,709

@ Income
from other

~ outside
employment
or owned
 businesses:
s21022

Nl Non-farm income

1997

*Preliminary figures  ** Forecasts

Great Plains. They are producers
of basic necessities, not providers

of optional services. Asking peo-
ple who have raised beef or fixed
farm. machinery to transform

Source: U.S. Department of Agriculture
Chicago Tribune/Martin Fischer, Terry Volpp

themselves into tour guides, na-
ture instructors and park rangers

may be asking the impossible.

But demand for beef raisers and
farm mechanics is dwindling, and

as the economy continues its
transformation from production of
goods to provider of services and
amenities, parts of the Midwest al-
ready are reverting to prairie.

Besides, if places like Sharon
Springs are to thrive, their biggest
assel may be not their soil, water
or sKilled farmers but something
far less tangible.

“We have something- to offer -
here” said Beringer. “lt's being

- able to come into a community
and actually take ownership in

that community. You can become
the person you really want to be.
You have the opportunities, with-
out the threats, to cultivate the
gifts that may be within you.” :

Beringer is not naive. She
knows the reputation of small
towns in the middle of the coun-
try is not one of openness and ac-
ceptance.

“People may. kmd of go, ‘Ard
you kidding? at first, but I was
raised out in this area. I know the
openness of the people. You carl
become active into the community
however much you want to or as
little as you want to. You could
say to yourself, ‘Let's see, I'm a

. mechanic but I've wanted to do

some creative writing.' ‘We have
community education facilities.
We have other people you could
meet with, and people will accept
you.”

Sharon Springs is a community
because the land around it once
provided opportunity to farm and
ranch. Now those opportunilies
have dwindled, forcing the town
fo try to sell itself-—to survive -oun
the basis of the community those
apportunities once created. -

Maybe it can work here. But it
can’t work everywhere.



