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:Introduction 
" . 

:;The reauthorization of the farm bill, which occurs every five 
':Ye.ars, will be one of the most challenging legislative processes 
::facing the administration during the l04th Congress. As you 
~){now, this is a comprehensive bill that addresses not only 
~~gricultural issues, but also economic development, conservation, 
::nutrition, international aid, and many other matters. The 
'i:idministration will be expected to submit its recommendations 

;,~arly 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 
'D~C/NEC/OMB troika and involving other agencies as well 

.. ,inventoried recent informati'on and policy options. During the 
;f~ll, 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 

.:question: How much political capital is the administration 

.~illing to expend on the farm bill during the 104th Congress? 

':', I '. 

" . 

'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 tbward such an answer, we have 


. > focused on three broad strategic options, which we now sketch for 
':ydur review. 
;,.'.;-.. 

~i~iategic Options 

. ~: .'. Option 1: Incremental change. Option 1 consists of 
{'.~ncremental changes in commodity, export promotion, disaster 
~;:relief, conservation, inspection services, credit, rural . 
\',df3velopment, and food assistance and nutrition programs. 
~~~ecifically, Option 1 would leave intact the decades-old 
:;:structure of commodity programs (see the first column of the 
j~ttached matrix).

OJ!'; . 

"':'. 
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/rhe reauthorization of the farm bill, which occurs every five 
,/years, will be one of the most challenging legislative processes 
{tacing th~ administration during the I04th 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 exp4:!cted to submit its recommendations 
.!~arly 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 
"DP.C/NEC/OMB troika and involving other agencies as well 
:;inventoried recent information and policy options. During the 
':f'.a.).l, 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 

question: How much political capital is the administration 

iNi11ing 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 

'~ocused on three broad strategic options, which we now sketch for 

'iyciur review. 

;:.;-. .' 

;Strategic Options 

.; , Option 1: Incremental change. Option 1 consists of 
.(.incremental changes' in commodity, export promotion, disaster 
)~elief, conservation, inspection services, credit, rural 
'<development, and food assistance and nutrition programs. 
),Specifically, Option 1 would leave intact the decades-old 
.~::':s1:ructure of commodity programs (see the first column of the 
:\attached matrix) . 

• ~ I . • 



.' 

Option J, 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 tha troika favors this option, it may w~ll be 
supported by key congressional committees and in some quarters of
WM. ' , 

Option 2: Moderate· change. Option 2 proposes significant 
reform in areas such as food inspection, conservation, and rural 
development, but at most incremental changes in commodity 
progra~s. In th~ areas this, option singles out, a fair degree of 
consensus has crystallized about the need for basic reform, if 
not on the e~act nature of that reform~ If we were willing toC 

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,favored by Cutter and Glauthier. 

Option 3: Aggressive change. Option 3 would combine the 
sigQificant 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 ais-o include endorsing the NPR proposal for 
consolidation of food safety and inspection services. 

This option could free up resources for significant new 
investments in ar~a~ such as rural development and agricultural 
research. It would certainly encounter major oppo~ition from 
suppo~ters of establ~shed programs. And it would reqUire a major 
investment of political capital, including the willingne~s to 
resist aggressive lobbying by numerous friends of the ' 
administration. 

This option is favored by_Galston. 

Next steps 

A portion of the ~eeting 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 Bill: Issues, Policies, &-Opportunities . 

" 

Issue & Budget Degree of
Bold Change, Positive Reforms ~imeDSions ,Difficulty of BoldCurrent Policy' , (Illustrative)(Illustrative)(rotal FY95-99 BA: Change$312.2B), -, 

9 on a scale of 1to 
, Deficiency 

Move to a Reduce "base acres", 
oomprehensive ' '10.' Decreases if 'preserve marketing 
"revenue 

" 

significant 

(FY95-99: $50.2B) 


payments, loans, phase out 1. Commodity Programs, 
assurance"scheme entitlement 


(All mandatory) 

quotas and directnonreco~rse loans, 

reductions are 
,'purchases 

that more directly quotas, & direct purchases, 
'required.in FY96 

benefits. 
and simply provides means-test or cap 

budget. 

DO: 10 of10; there 


income, support 

-
is alr~dyLoan guarantees; "2. Export Promotion 
~substantialAccelerate suchEEP grants to offset Substantial reforms (FY95-99: $4;9B), ' 

changes unilaterally congressionalforeign subsidies; driven by GAITUR($43B ,Mandatory) 
resistance to current 
UR efforts 

Administration has 

MPP 

DO: 5 of 10. If
Federally-funded, ' 

part of revenue3. Crop Insurance & ' proposed reforms to ' Combine these 
voluntary insurance 

programs into the ' reduce' advers~ assurance, more Disaster Relief 
with variable 

difficult; if reformsselection; program "revenue(FY95-99: $83B) 
coverage; annual. 

'($6.8B Mandatory)· assurance" scheme not enacted this would remain
disaster relief bills 

year less difficult. 
Comprehensive, " 

actuarialv. unsound. 

Requirements on DO: 4 of 10.
consistent approach 

Rationalizingcommodity program Continue and refine 
4. Conservation Programs, to "green support/' 

programs not as participants; federal these programs; a 
(FY95-99: $13.4B) reconciling

purchase of "stewardship support difficult as 
($7.7B Mandatory) commod~ty and

wetlands; contracts payments" pilot? expanding . 
conservation 

mandatesnot to farm 
programs 

http:required.in


Issues,. Policies, &O.Ppo'ttunities (cont'd) 


Is~ue & Budget 
DimenSions 

~ 

5. Inspection Services 
'.(FY95799: $5.3B) 
" (AU disdetionary) 

6. Agricultural Credit 
(FY95"':'99: . $1.3B) 
"(All discretionary). ' 

; 

7. Rural Development . 
(FY95-99:' $4.SB)· ';: ' , 
"(All d,iscretionar.y).' ..... :. 

. ..; ~. 

S. Food & Nutrition 
(FY95-99:$216.SB)', ' 

.($19rSB Mandatory) 

9.'PL4S0 
(FY95:"'99: $7.2B) 
(All di~cre~ionary) 

, . ' . . .' ­

(;u~rentPolic)' . 

Multiple regulators 
dose~o industry; 

. compl~mentary 
jurisdiction to FDA 

2 GSE's,a wea~ 
secondary market, 
and substantial 
subsidies 

, Multiple programs 
'focused on home 

J • 

. construction and 
ihfrastrUctiire . '. 

, Multiple programs' 
providing food 
assistance, to. 

, ,iow~incdme 'persons 

. 

Positive Reforms 

, (l]lustrative) 


Improve 

accountability & 


- techniques, e.g., 

through use of 

miCrobial testinJ!: 


Improve targeting. 
:thrOugh program. 
'd~sign~ establish 
guarantee tranches, . 
and greater reliance. 
oli 'markets 

Spe~ialefforts 
regarding .' 
information 
infraStructure and 

,'economic 
'development , 

Reduce duplication, 
i~prove customer 
service by EBT 

. (I) Market ,Merge two 
,development, (II). 
development 8i . 
emergency programs, 
(HI) economic . 
development. 

. development efforts;' 
leave emergency' 
program intact. .' 

, Eliminate tonnage 
floor. 

. 

Bold Change 
(Illustrative) 

Transfer authority· 
to FDA to ensure 
consistency of 
techniques~ 

standards, ,&Quality 

Substantial 
., . overhaul relYIng on 

credit markets and 
correcting specified 
market failures 

. Renovate programs 
based on 
competition, 
leveraging, 
strategy.:..driven 

'plans 

Welfare reform; 
gradual cash-::-out, 

Eliminate (I) and 
(III).. 

,Degree of 
. Difficulty of Bold 
" Charie:e 

DO: 6 of 10. 
Vested interests and 
strong lobbies will 
likel y resist change. 

DO: 4 of 10. 
,Perceived inequities. 
favor change; 
earlier reforms 
targetted a~ socially 
disadvantaged . 
farmers. 

'. 	 DO: 2 of 10. The .. 
least political 
resistance--if'some 

. new monies are 
available 

DO: 5 of 10; 9 of 
10 if involves a real 
reduction in 
benefits . 

DO: 7 of 10; recent 
50% reduction iii 
these programs 
could favor bold 
change. 

http:FY95-99:$216.SB
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MEMORANDUM FOR CAROL RASCO' : ":., 
, " '.-, 

, . DPC' PROGRAM STAFF 
, ,J, 
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1,', 

. / !' 
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'¥, FROM: BRIAN BURKE 

. ;, MARION ~ERRY , 


'\ 

, i" ,." 

,I, ' .SUBlEcr: ·... 1990 FARM B~LL'OvERVIEW' 
, ',' 

,;, 

1,,' ,. ' 

"Th~. pUrP6~e of this memorandum is tq provide abriet discrlption of the· Food, 
/ ~gricultur~, 'Conservatio'n! and Trade Act of 1990 ("1990, Farm' Bill"). Attached' to ,the', " 
:m¢morandum are several white 'papers ,which discuss key. provisions in the 1995 Farm Bill 
, reauthorization. The' white papers, atesumma,ries of materials ,compiled ,by OMB ,and. used to ,.. 

'.' prep~re for the series of 1995 'Farm Bill'rea~thorization seminars' held: during th~ 'last month~ , 
, Updates' and additional materials, will be provided to you as the -reauthorization discussions 

, , '.' " - . ' ,'.!' - ' .. ',...",. 
'progre~s. , ' ",' , ," ' , 

\ ' 

, ',' 
. " 

" . BACKGROUND " ' 
! . 

~'The' imp~rtance 9f farming' r~lative t9 '!h.e'rest;~f·ttie U.S. e~onomy' has, declined'for' , 
. Qverace,nttiiy; ,:Growth in domestic food'demand has not kept pace with farm productivity.' 
, gains, and crop', yield no~ far exceeds' the' needs of thi An1erican, population. ,Without . , 

"" . 

.'sustained increa~es. in export deIlJand, (Hie Jarmingsector wilt shrink, ,and resources currently' 
d~voted to~gticultural production ~ill findciiternative uses in the,non,-:farm' economy.,' 

..., '. US'DAcommodity price-a:hd income~supportprograms, the cornerstone ~'of'U~agri~illtural 
policies, may,slow' the~ectoi's decline but will not r~verseit: ' . . 

. " ~. ~ , . - . " " ." 

:~ , 

..Inc~easinge~port demand is vie~ed'by"many as 'HIe best '~uld oply'wa~ to reduc~',' " 
" J sub~idies to farmers without 'Iu~therl accelerating redudjons in farin incomes' and, the size \of. . 

. r. " '.' _ ~ .'. ' .' _ ~ • , .. , ',' :",',' • '. • I ,. "', 

'r ; :' 
\ " 

.•1' ;/
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, ~ ~ • - -_I \, I 
'/ 

the farm secto~ .. ,Even if the s~cto;'ssize arid'impo~~mce were to stabillze; teclin~logicaf 
change will persist inalte~ing the di~ir(b~tiori of income within fafming;";~ ", " , 

, " " ' . ' \' '.'. ' 

",' , 

, " , \ . ;,.' ~EY ISSUES IN REAUTHORIZATION DISCUSSIONS 
, .,..' 

" 

, , 'Macr~econorriic' 'policy, environmental con~~ins" and, techn'ologi~l ch~nge are the' 
three most important issues a~fecting liS agricultural :practi~es, .policy, and reform. ' 

, ) " . , ' " 

Agn~ultiJre is sensitive ~o' changes in:mac~oecononiic,:conditions because of its,.capital ' 
intinsity . .' fanning is '3 highly c;apitalized industtyandds sensitive to change~ iimonet~ry ,\" 

'I," ,pol,i~y. 'bithe .19,80's agricultural ~xporis ae~liried. ~f"ex~han~erates rose.' As 'an example.of. , 
envIronmental concerns, ~he e:x,tent and seventy of water quahty problems related to ' , 
agricultural. practiees ,will' be b,ett~r understood in the next few years, '.b!ingirig, to the , , 

,foreground ,the :questiori.of WPOP;;lYS for proposed' solutions to these problems. 'Atpreserif, , 
, farm programs rely ·on oost-:sharingm'easiJresioencourage better faQri Conservation practices; 
, while environmeri~al groups' generally apply, the' "p()liut~r P(!ys" principle in restricting , , 

, Chemical u$e: lin fertilizers and pesticides. In addition; biotechnology promises, a, b06st in farm 
, . ~roductivity,.but ~ill,also foster continl;1ing chan~es in ,fa~ structure.' " ,", ' 

• ',' , _"',, I ":" '. " .' ' :', I >< : • , ", • '. '\ I ,: • . '. , ~. , ' " ' ,: , ',:' ~~ 

. , ' PoJicy options for, refdr~ range from' (1) making !evJ§ions to the' existing prOgrams, 
, ' (2) adding alternative progr.ams, to, the existing 'structure, or (3) ,replacing the cutrent'regime " . , 
.with be\v, programs that target the Administratio~ispolicygoals: ,economic, security,' fairness; , ' 
ma~ke't orientation, enviromnental' proteciiori,rural development~ {iIld budget defi<;:it redu~tion. 

" ' 

•', -',. ; , ,:, '.'; !, \ ',. '-, , " ' " ' '~ , .1, ' ' 

.~"" , ' • ,'" ..j, , • ~ , ,.~~, 1 • 


, . \ ....~SUMMARY OF MAJOR PROVISIONS ' ,': 
. ,'-I" , , i,,' \ 

, ' " 

,! The 1990:F~imBillis the ,most re~ntin a lo~gseii,es of measures enatted'sincc:dhe 
, ,1~30's to 'aSsist farmers, primarily by sUPPo,rting piicesand incomes forspeCifie~ /' ". ' , 
" , commodities -...:. currently·wheat, corn, an9 9thei ,feedgr~insj cotton, ric'e, soybea~ and other­

- -, , • • ~ .", " I" 

oilseeds, ,milk;, sugar; honey, peanuts, ~ool,mohair ~nd tobacco: ~ Except for tobacco, 'which , J 

, .. the 1990 faim ibill did ,not address, these, coimnodities"are the subject' of the fiist 11 tjtles, of 
, , .' " ',' ,'I, ,,' '; , " , the farm bJll. " , " " " . , ' ' ; , , " " ., ',' '" , " ",' 

"'The 1990 Farm Billdnchides, 14 ,additional'titles. \ Title Xv extended andov~rhailled', :. 
, the US}ood, aid,~nd ~griculturetrade (inclu~i~g:export subsidy) programs:' Title ~II" ," 

reauth9rized and am~nded the food stamp C and ,oth~r U.S~ Department of AgriCulture (USDA)' " 
nutritionprogr(!ms.' Titles XIV arid XXIV'ainended existing environmental· arid resource, , ' 

, ., conservation ,programs' and, created new,ories. 'Title xvI, re{tuthoFized, and' redireCted priorities 
'for agricultura,lresearch arided~cation; T~tle XVIII: altered faim .tending 'proc~ss;' Title:XIX' " 

';' , addies~ed farm i and ~oodmarketingpro&rams:,/ Tifl~ XXHI provided ~ewauthority ,to, promote' ' 
'deve~opment in rur~l' areas.: .' ' ',. 

\ '~ :' " 

, \ 

" Theatlached' papers', disc~ss, indiVidually" thekey~arinBiU titles. 
, ~" , , -.'I . , X" 

.' 1 ­

, -; 

, ' 


'(" ' 


,,' " ~ 1.;, 

. ,:, 

http:questiori.of
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Titles' I .... Xl: Commodities 

Title XlV: 'Cons~rvation 


, , ,Title XXII:' Crop InsU'rance and 'Disaster Assistance' 
Pesticides :andFertifizers' , , ," , ' 
Marketing a~d JnspeCtio~, Service~" . 

, The Bill in Brief: ASummary o'f the 1990,Farm 8ill 
',,) 
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, 'TITLES i-XI: cOMMoDrfv PROGRAM~' 
• I"" 

.. ' ..OVERVIEW 
, I • '. ,I 

""~' ' 'The commodity programs constitute the basic mech~lliisms' b}r'w~iCh the fedenll 
',goyernment supports the priceofselect.faJmproduCts ail(i'sub~i~izes farmers'inroptes: This 

" I 

',' is a,:complished, by :nianip~lating supplyan~ demand Of agricultural,.commodities. 'The, 
·JP~ogfams i~volve large expei!ditures from the Treasury. Direc.:t, gQverrulient,outlays 'to the,~' 
, farm 'sector totaled approxjmat~ly $80' billion ,over the last five years. 'The commodity , , 

, ,t' 

, ,,' ,progra~s influence strongly, the geography and 'socioeconomlc structUre of Anrerkan ~,' , , 
'agriCulture. The i'rtcome support programs, forexi1I11ple, j'mpact farmers' :decisionsto' grow' : , \ 
" certairi crops: I' ' .' " '. ' .', ',"I" ': 

' ...\ ' / 

,,: ... Commoditypro~ams are ~~aged bytheComm,odity Credit Cori>oiation,("CCG';), a 
", federally owned and op~tated,corpOratiol,1 ~ithin'the USDA~'The CCC functioris as th~~ " 
'," fi,nancjai institution through which 'all IlJoney ,transactions are baridled.,' 1'0' finance its " 

',activities,' ecc is au~hori?:ed to bOrrow up to.'a· total of. $30 bIllion at a time from a revolving" 
. fund in the Treasury. In the Gce Fund, cash outl~ys for lpans and commodity purchases are 

offset by ·receipts from loan repayments, interest payments and sales of commQdity. ' ' 
" " inventories'. ,Outcomes for income,supports.have no offsets. , The ','net re~lized loss" onCCC 

,0 operatiorisis reimbursed each year by martd~tory approprhltions, thus' restoring CCC \, ,:', . 
,", 'horrowing .authority ,t9, the full ;$30bi~lion: " " .' ' " " ' 'i 

" .... 
;',The CCCoffer~'price:su~p~~ to' all. ~li~ible':prodlicers'of2Ycommodities (inciydlng 

wheat, corn and other feed gniin's, cotton,'rice, sOybean 'and lother oilseeds;',milk, sugar, ,', " " 
honey, peanuts, wool, "mohair and tobacco).' Approximately ,60 percent of the iand pianted to ' 
'crops in the United ,States , is 'used to PFoduce a handfulof,heavilysubsidlz~d 'commodities" , 

, suc~ as corn, -wheat, cotton' and rice. ' " ",, , 

' .• the' puipoie of pfice~upport'piowams i~''io keep 'faimiiprices,' rec~ivea b;, '.' 
"participating producers, from fcillhlg'iJelow specific;, minifllum, levels.' CO:,stabiliz,es , '," 

c<?,mmodityprices ,and supports farot inCome by manipulating .the supply and deinandof 
"agricultural commodities, by providing su~sidles for~he produc'tio~, export,Jinance, 'andt~, ' , I' 

\'directexpor,t of thesecom,rrio~ities.~e '~iOgl-~~S are ,ca~ried ourby proyiding"loansand, ' 
, purchase agreements to farmers so that they can store tlldr crops 'during periods,of,low, , 
, prices .•. Producets"receive non-recourse loans and (orfeit' the'ir, commodities ,t9 CCC if the, 
"market prIce falls below the' support"price (If loan rate t;); , ' ' , 

,." 'j 

I 
., . .' '- . '.. '" ~ .! '. ,-' . ­

'/' - . 
\ 

,c',', Thelprges;.,portion 'of-CCC outlays 'are for direct ~ncom~-$upp~>rtpay~ents '~,i' 
(lfd~ficiency ,pa~mentstl) to producers. Available.formajor colrimoditi~s(whe~t,corn, cotton, :, ' 

" and rice), the d~fi~iency,paYfllent is 'baSed ,on'the difference berween'the priC(e level 
'established, by law (target piiceraild'~either the higher Of themarketprtce 9uring a period " 

r .- /'
specified by law ·or the price suppoit' (loan) rate~The total payment ,is g~nerallyequal to, the, 

. /payment tate :l11ultiplied by ,the el,igible acreage, plantedfot:. harvest, and'then rituitipliedby the; 
. _, . ,. . /'.' ~ , . ' • r. 

, \ 

\ ' f' 

, \ 

'I 

, " i ~ \. " "\ 

',' 
'{ ", , ,\ " ' 

: " ' 



", 
.' . ' 

, \ 

"' ... 
'.' . 

program payment: y'ield rate ,establish;d'for the pa~ticularJarffi. ' 'Such 'te.rms as, "triple qase"; 
"~'acre?ge reduction program"; a~,:l"productionbase" refertothe:ways.in:~hichgeti~ienc.Y 
" paymepts are determiheg. , '/ 
. .' \. i . \., 

, ,~n"additi(m,CCC ad~i~.isters pro,grams,tpat support thedome~tic prices of,certain) 
commodities (dairy, tobacco, peanuts, ~ugar, hon~y', wool 'and mohair) by purchases on the 

. open .marke~, production~\quotas, restrictions on, imports, or some combination o~ these ' 
,4evice,s. " 

, , 
, ' ,," 

1/', 

The level ofCCC Qutlays isprimariiya,function oitheprevailing,m~lfket prices,for 
, 'agricultural ,commodities. ,'There is.' a 30, percent chance of an'unexpected, significant'drop -in,' ' 

,prices in any year. ,SoD1e operating rules for CCC programs are set by Jaw; :sucp ,as the, 
,':target prices", whil~ others like ,loan rep'!ynientrates, are left largelY to Administration;, " :",,' " 

\ " 

choices. Spending, at USDA discretion, not required by law; is 'rising. ': 'The rise in the, ' ' 
, ,<;omponentofspending that .-is at, the Adhtinistration's" discret~on tends: t~ increase the budget. 

:exPQsure.'Admipistrative action Can repuceor expand the budget's exposure, to price sw]ngs~ 
For example, a'ten cent, increase ina commodity loan rate 'can increase ¢eCoutlays by , 
hundreds ,of millions ofdollars, with ndrm(jl:price volatility. \' " ,', " " " ' 

Ii' '. -
, , 

,REAtTTHORIZATIONISSUES' 
, ' . '\ 

( 

'. ',' .,'. • ; / ••••• """ .,' • • ' ' ''.",' I \ ' j 1\ • 

" , .The existing, 'income-::- and price-, support 'programs 'arc:; strongly defended by most '., 
farm interests and congressional. advocates: Lasf'year, the AdminiStration drastically reduced , 

'its initial $5billion'CCC reform proposals in the face of ton~essi,onal' 0PPQsition.'However, 

" 
the 1993 .OBM reduced spending onCCC programsby about $2 billion,as'estimated by 

" " ,j , , ' , ' < ,<, " ' 

,C,BO; and subsequent Congressional sunsettingof CGC's,wool program and "reductions to 
CCC's honey program reflect eroding support.' Most farm groups believe budget pressures, 
will mean some reduction in-future subsidies authorized by'the 1995 farm bill. /. I 
:,. " 

, 'c, , 

, I 

, The options 'for rCtorm' are m~y and varied, andapr9pe~ ~iscussionpf po!icychoices 
,:should ~~ginwith,review ofthe so¢ial and economIC' trends, here and abroad tha,t are likely to 

'de,terrriine the fat~ ~fthe agri'culture' sector. The rationale rot regulatory reform stems, fromJ) , 
, the ne~d for feder~" defiCit"reduction,;Z) the pursuit of fairness in pU.l?lic policy, 3) the,desire'" 

'for increase? market' efficiency ',arid economi'csecurity; 4): ruraf developmerit, 'and .l~st but not 
, least, 5): environmental protection.' , ' 
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/' TITLE XIV:,CONSERVATION'RESERVE PROGRAM'",,'" 

,t' . 

'OVERViEW, 

, , ",";: lJnder'"the Conservation,Res,erv~ Progia~fiCRP"), prod!-1ceis carl bid to~~ollhighly, ' 

-erodible land l into the reserve, retTlO~lng it, from'production for'I0 years: :In'return, famiers , 

receive rental 'payments. Afterthel()'-year period, they <;an bring their l~~ds back into ' 


,'product~on. eRP was ,authorized in the 198) Farm Bill to enroll 9 total, of 40 million acres " 

,-;-' '(one million' of ,\Vhichbecame ,the'\vetl~nds R()serve Progi-am(':WRP"),in the 199pHirm :' 

Bill); ,but the eRP t~rget was ted~ced to 38 Iflillion acres in the 19~)3 OBRA.C~P's ' " 
:authorizat~on to signuR new acres terminates at the' end of, 1995: ,The FY 1995 President's 
'Budget propO§,es tpaintaining 'the curren~ acreage total of 56:4 million acres, and forgoing t~e " 
final sign-up in IT 1995. ' , , ' ' , , . , 

, \", , ' 
, ' . t " '. 

, -Before'1990, USDA Iila~e the acreageJarget the prime consideration for enioliment. 
From 1985-1990, agr'icultural production, supply management was a primary goal of the" " 

',program,', to reduce surplus crops. , The least 'expensive eligible acres were enrQlled;this" I ' ' 

acr~age me~ a minimum, threshold of , being "highlY'er9d]bl~":In 1990, the progran{began' to ' 
, use'a ranking :foimula; the EnviroriQ-Iental> Benefits,' Index ("EBt~'), to enroll the ~c,res with the 

greatest ~nvironmentar and conservation benefits per Federal dollar spent. The EBI used,. 
i ' sevendiffefentn.1~asures to:deterinine'the, potential contribution tocoQservation and ,: '" 

,env.irorimental goals from each parcel, indudilig~'surface and ground water improvt?ment, ',., , 
preservation of soil produCtivity, ericbllr~gen1ent of ,tree planting, and as~istance, to farmers', ,I 

QIost affected by consen:ation compliance. ' " "J" , 
, '-" , ' ,,' \ ' " " 

COST EFFECTIVENESS I, ,," - i, 
, , I 

_' " _ The, c~st-etfectiv~~ess of th~ eRP program has ~en questioned ~ecause the 'a~res a~e 
'not permane~tly retired and, much of the' Federal investment in these acres are lost, as the 
rentaLcont(acts,expire; Th,is eff~Ct is especialJY'pronounced becal;lsethe 10...;yea'r cpntract ' 
totals ~r¢ oftenequal.to or greater thaJ;1 what the cost Yv9uld pave been for purcha~ing or. ' 
perm;;mently:.retiring the land outright. It is estimated that overall eRP, cOIltratts overpaid· 
from $7-17/acre, such that the FY 1995 re'I}tal'payments should . have been closer to $1-:35" 
billiO"n"iristead Qf$1.8 billion. Only in FY 1990 was 'a cap puionenrolling eRP acres. 
whos'e cost ex~eeds.the rental value of surrounding acres. ' ." .~, 

. ': '\' '.' ,. , " .' . . . ,,'.' ',\ ~'," ." . " " ',' ,-'" . 

J' '/ l'

\ ' 

, ,,'In'the'context ofthe,1995 fam; bill,deliberations;anew~RPpr~gra~ couldtontinue. " 
, · 'the reforl11sof )990' by Aargeting 'land: according to environmental'arid" 'conseiv~ti6n benefits,' 

• " , • j • • 1 .', ", • ,", 

, r 

. 1 ~ndthat meets specific ~olJdiii~~~ p;imalily l'elati'lg to its I~O(VsoiL 'classification' an~ cu~ent' or '" ..' 
, : ,potential rate of erosion, ' ". ," .,' ' " 

.' . /' 
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"wnile perhaps broadening the EBI criteria to include wildlife preservation and ,endangered ' 
species habitat, or~floodway expansion. ' Given the high'level 'C?f interestJor eas~ments2 WRP 
landholders, have shown, permanent· easements for CRP acres could ,be considered.aswelL, 

" , i, .. " "',,"'" ",,:,' '"", , .: ',', ", i :' ':, "".,,' .. " " ,,', ,',f 

" Opt'ions for 'current CRP lands iridude:eni:ollmentin a po~t-1995 CRP program,CRP 

'contract extensions or' easement purchases ~nder the Secreta~y's existing discretionary'"" ,"., , 


" authority; tree planting;, and hay grazing of CRP .a~res, during the life of thecontra~t in 'return 

" ,'for lpwer rental payments and a :H)-:yearloss of crop acreage base for deficiency payment , 


1,- • , 'purposes. The ,House Environment,Credit,a:nd Rural Developme;pt Subcommittee. held a ,~,', 
,\ 

,public hearing on August ~; 1994' to review, the, budget a)Jd, policy cQns~quences,of ex!ending 
'" tht:,CRP (testimony:'is 'attached): ' , '" :',', ," , 

(' 

, . . . . . , ..: .' j'. ">. _ " ;' /:, ~ r '. ',' \., , ' • . '" ' ', ­

Curre,nt est,imates of the ..existing CRP acres i~dicak thilt bet:ween.'53-63"peteerit..will 
return 'to crop .produ~tion upon expiration of tne contracts; ,The Secretary of Agriculture has'" 

:,the'authority toextend CRPcdntrad~ expiring,between'1995-2000 or~o place any existing " ' 
,CRP contracts into, permanent' easement. The environmental be,nefits per acre of CRP vary:' , ' " ~ , 
By ranking th,e acres of theCRP' wit~ the EBI'factors relative to the costs of extending: / 

, contracts, a program. as small.asS i:nillionac~e~ could capture :a large' pOrtion of the < 
, environment~1 benefit., Enrolling' a 's~ailer portion' of highly' erodiblefarm',l<md, wilt, hllVe ,a' ," 

greater environmental benefit'than including a larger tr~ct of less er,bsion pron~l~nd;' 
. " . . . ..' , 

SOD~USTER," 
I' 

, , ' 

• .i 

", ,Underi the "sodbuster" 'provision~, farme~'who, cultivate highly erodible 'hind -~ '~ot " ','.' 
, cultivatedbetwee!11981a:nd~1985 ~-:are ineligible for most ,major: fan:n program benefits. , 
These include pri<;e suppor:ts and related· payments, .fann storage facility loaf}s,crop insurance; 
disaster" payments~' any loans froni Farmers Home Administration that will coritribute !o; : -,' 
erosion of highly ef(~dible lands" storage paymerits, and conserVation re,serve program' ',',,', ,"" 

, payments. These, benefits are 'Iost .for an the land the farmer,cultivates, not just for, thehighly;< 
',- , 

erodible lands. A producer IS' not subject to 'th~~e provi~ions if he cultivates' his highly , , 
~rodible I,and u~ing an,appro~ed.conservation plan3

• ..". : '\ ' 

Under the conservation compliance,: tne soqbuster 'provisions~pply to.allhighly, ," 

, erodible land"eveIJ ifit wasicultivateq between 198~ and 1985, starting in 1990; 'If a', 
. .'". \ . . ,~" , .. . .',," , ,''''; \ 

\' 'I I' 

2Con~elvati~n eas~ment' is 'lI p~rti~J',iriteres,t in 'land usu;Uly held'by a,g~vem~ent e~!ity ~hich l~~it~ ~he' 
, 'qses of the property,'or prohibits certain ,actions; in order to achiev'e, certain conserv~ti01i obje,ciives. When:~usiIlg' 

, \', , the farm off a 'r~servedinterest deed, the gt:antee, acquiresall\rights, tith~s,' arid interest in a property ,except those', , 
, ' rights that might IUn with the 'land,expre~sly reser~ed ,by a grantor: " ' " " 

t.. ' , . , ; / .'_. .,' ;, .. ,', " " .~ I. (, '." : '. .. , ",' .. , . 
,,' '3A combination, ofland Uses' and practices' to p~otect. and improve soil productivity aria to p~event soil : 
deteriorating. A cOll~ervatiOil plan must;be approveq by the local c~nsetv~tion' 'distriet for acreage offered in the: 
Conservation Reser\le Program. Theplim sets forth iheconservation measures' arid main'tenance, thattheowner 
or ope~ator 'wiifcarry ,out during the telm of the contutct.· . . " . 

, " . ," :::..- ­
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producer has o~ta.neq an approvedconserva!.ion plan,s/he"will have until1995io fully, 
.. impl~ll.lent ihat, pl'an,oi lose his ·benefits. " , ' . 

. , I'" 

, , :' ) ....·SWAMPBUSTER 
' 

'; . 

" . . Under th~ ':S,wamp~uster"" provisi()ns,a farmer who drains 'and tllencultiv.ates a ... " .' ~ 
.~etlan<~s loses the. same faml"programbenefit~ asa sodbuster;4Under a num,ber of , .'" 

". , conditions, wetlands are'exempt, including wetlands previously c:onvertedor' artlficialfy, ' . 
. I • 

" ... created; wetlands created by, irrigationo{:water,detiverY'systems,'wetiands where ,~griCultural : 
~. . ,.' 

',' production is possible unqer. natural· conditions or 'Wh~re production has a- minini~il 'effe¢t, ~nd 
. I / ".areas-where the 'producer .follows an· approved wetlands, conservation plan .. More' than 5 l 

, ,m'illion acres of wetl,ands are estimated to have.a high'Qf medium' potential for ,conversion to' 
cropland. ' . 

. 1': . I,.. ' 

WETLANDS RESERVE PROGRAM ("WRP")', ., ' , 

• ' ,M, , '.' ", ,', ~ >' ,: ! . ', " . \ , ~', .". , ' ,"' .' ' " ." 

.' ,Agriculture is by far' the nation's leading cause of wetland loss.5'·The WRP was. 
created in' the 1990 Varin 'Bill. and.. pays producers to permanently :retire' wetl~nd· acres from 
pioduction~ The goal or' the .program' was to re,storeone'million acres of cropland to thdr. 

-original: wetland :funct,ions and values by 199,5; 'To' date 125,000 aGr,eshave:l?een enrolled: 

\ . 

The' President's FY: 19~5 Budget proposed to enroll 300;000 :~cres,in FY 1995, ·but Hou~e arid' 

; , Senate Approprhidons b.ills would' only permit'100,000 acres ,in 30 stat<?s.to'·l?e enrolled:,. 


,I . , . ',' , , 

• ,J" 

, . '..'. ;., t ...., . .. 1. , ,. " , 

, ' . ' Up toan'aqditioil~r100,000acres ,will b~ enrolled in FY 1994jnarea~ affected by.the' 
!,' , Midwest Flood,' asautliorized by the Flood and-Earthquake supplemental'biJIslast year . .' , ,: 

. WRPshares aniethodsimilar,to tV!!' CRP for selecting acreage,: wit~ 11 foflpula. r~n~iiig . lands 
according to'environme~ntal benefits per Fec;l~ral dollar. WRP also haiVa payment qlp on the 

l,' " fair market value 'of the'land: ," '_ ,,;' "" ' ' . 
, .:. 

REFORM ISSUES 
'. t, 1 

.. Groundwater and WaterOuality Issues .. Gr6u!ldwater'polhitio~'has ra.pidly emerged as .... 
amajor issue' as more instances of cont~miriatiC?n h&v~ been id~ntrfied. A.basic question is· , 
whether the ~nown instancesofcoIitamination 'represent' the "tip of Hl~ iceberg" or are" , 
isolated ins,tanc~s; there' is' far less information on this topiC than on tr(lditional·consert,.atio~f 
concerns,' such as soil erosion. ',' , . ... ..' . 

• f • 

. 'to ~ 

. Water Supply' [sslles. 'There are two main water~~supplyjssues, . One issue revolves 
around '3 double cost' to. the Federal treasury when water supplied at, subsidIzed rates from ' 

, . . I. : ' ' '. '. .. • I" ' , 

! • i. " \ 4 

. 4Wetlands' have',many environmental benefits including water :filt~ation, sp~wning and w~te~ " 
'foul habitat, ·andflood'l'e~ervoirs.' . , , ' "", 
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: Federal waterproj~cts is used 't~grow crOps -iii s~rplu~ ,th(it thi.Fed¢ral' Government i~: ~h~~n,r ,.' 

, forced to acquire under current commodity prOgrams,' theseco~d i~sue invOlves the . 

" agricultural use of waJer' in' the ~outhwest. . Critics believe that producer~having< access; to 

. this water. receive an unfair subsidy;orte that gives tb~m an unfair. advantage c:>ver prOducers 

. in '.other, areas;.Ot~er criti~beneve ,thalas' developn:i~nt occurs in·the Southwest, markets '. 

should be atiai,lable to sell water to the 'highest bidder. 


. .; ~ , .:' . 
, ,,' ¥ '; ~ '.. ' " ' , 

. SustaimlbJe Agriculture Sustai~abl~ agricultu're' is'incre~slngly \de~ed ~s ·a "~ote~tia.l i: .. 


, solution :to'in~mycurrertt e~virOnmerital arid resDurceproblems 'that are byproducts of .. 

,productiQn 'ilgriculture. ' Fanners' are se~king ways to:confrol' input costs and prpteCt' profit, :', 


. margins while maintaining productiyity, ,an? enyirOnmentalists are looking for ways ~o m?ke 

agriculture more benign., Sustainable agriculture includes the collage of. activities that range 

from' totally ;organlp, systems'to targeted and; efficient applicatiori of lagricultuf<llchemtcals. 

This' apprOach contrasts withcoriventional agriculture, whichuses.a full rangeo!' tillage 

practices 'and larger. quantities of ch~mical inputs. . ' ". . 

t· " " _",,' , 

, 

r .' ',Opp~sifiqn t,o $ustainabre:a&rie~ltu~al efforts, has come ,prirharily 40mprOdtic~rswhq, 'r 

s~~'.no need to chang~ fror.n con~entional ',agriculture, and, ma'nufacturers 'and: distributors of . 
". !. prOducts thai are 'used most heavily in support of conventional agriculture (fertIlizers,' ' ,. 

'pesticides; etc,). .iIiaddition,many legislators havecall~d. for 'more flexible commodity 
-' ", ." I . 

j prOgram' rules to support sustainable: agric;::uiture goals. Greater flexibility t;riight allow', 

. ,prOduc'ers :to us~ approved crop' rO,tatiQns without being penalized financia,lly, as,' they, are,' 


under' current' commodity- program provisions. " ,", ' . ,! , ',.' , ,',:, " 


. , ." - '.,.' . \ 

'.' 

. " Major, sustainableagri~ulture provisions w~re includ~9 -in the res~arch, title 'of the ;l~O 

Fann, Bill, Title, xvI: .In "addition, under the cOIlserVation title, the Secretary is to devetop a" 


, ' voluntary integrated fann management programth€lt assists'fanners,in adopting plans that' ' 

re.~uce barriers to ,resQurce stewardship. . .,' ' " 
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TITLE XXII: CROP INSURANCE AND DISAS1'E~ ASSISTANCE! 
, ~ . " ,', 

OVER~IEW' 
,"I . J \" ' 

, , " ',' '.Fan:ning js'~risky business~-:,susceptible to' ~atuial disasters that, in addition !O' . " 
,flu:ctu'atingmarket prices~ qm' h.ave ,a prqfotind and unanticipated effect on c~ppproduction on 
,farmerS' finances. Federal crop insurance isasubsidizedinsurance program'which' provides>' , 
f~mrierS with a 'means for risk maIJagement and finariciai.,stability against crop-prqductioriioss. 

"Tqe insurance is available for 50 different 'crops, vaiyingby county ~ P.artic~pationiin the ,,', 
program is often iequ~red for,a fa~er to"qualify for Fed~raLeinergericy loans: The' Federal 
,Crpp 'Insurance Corp~)fation ("FCICIt) I insures individual, crop ,yields against losses from , ' 
uriavoiqableproduction risks. , ~sses,:due to negHgepceorpo~rfalmingpradices'at~,' .' . 
exCluded;,:"" , . I 

! ,: ~ 

. ~'; -, ,,: ': ')" . ',. ,,' . -.,.' . .. . . .,' , . 
" ," ,', With 'the exc;eptionofa bpef pcrioq 'in,the 1940's, the federal goverhment has offered , 
some form,'of crop insurance ,sinCe' the 1~)30'$: In 1980,:Congr:ess.redesigned crop, insurance' , 

,J to make it the preeminent, form of agricultural disaster assistanCe.· The 'Federal Crop, ' ' , 
, Insurance Act ("FCIA") of 1980 l~staplished goals,;including (1) erase govenlment-fum;led '\.~ 

•.1 " , disaster'p<;lyments by inCieasing:cropinsurariC~ p~rtidpation; (2f provide :crop insurance more,,: 
efficiently by taking ad~antage of pr.ivate sectorexp~rtise,,(3) decteasein~urancelcosts for,' 
~armers by providing federal 'subsidies" and (4)' operate within theb,udget.:A 1992 GAO:report , ; 

'stated that the red~signed cropinsurapce program has been ·unable toineet all of'these go~ls., 
, . ' . ~ . " 

. 'HOW' CROP INSURANCE WORKS ;. '.", . .' 

." . In'the fed~raf cropinsu~ance"program,in~ured farmers~ho d6not ~cbieve specified 

.". production le.ve1s· are paid indemnities'out o~ the t~talpremiums' paidby'ail.insl!red farmers 
oribyothe~ sources qf funds,available'tothe'i~surer.,Th~ farmer achieves greater r~venue ' 

. . -, . stability: in 'exchange for the· premi~m paym,ent'; :even though the inhere~t risk of low' crop , 
.' yield'remains .. F:CIC offers count'y crop prograrnsJor specific' crops In ipdividu'al'coUIities. ' ' 
. FarmcrsIj1ay participate'in the: insurance program if they plant an ,~ligible'crop where FCIC: 
" 6ffers a coullty crop. program.' .. '., " " .' ,,' ',' , , "','" 

'," . . , . , , 

, ' . ,~arti~ipating fa~ers ~~~ 'elect, yidd':'guararit~e coverage ~f 5'0,: 65 or 75 percent of. 
, , . 

theirlO-ye(ir,actual productionhistoiy't'APH") yield, ifavailable .. For example, a farmer" 

, with aIO-year average yield, of .100 bushels per <icre. wh<{selbctsa 50-percent level' of ",' 

cO,veiage .would be eligiPle 'for an indemnity paymerit if production fell below 50 bushels per' 

, ',acre;' 'Totranslat~ a y'ield loss into' a·do'tlar loss, participants also Select 'a commodity 'price' . 
.' , ,level'~':' ,from. 30 ,to, 100 perCent of the cr,op's, expected" market price, which is then ml,1itiplied 

by the actual nUinber '~f b.ushels that fall, below tbecoverag61eveL Premiums gepe~d'on,the ' ' 
, insured crop, location, ,farming practices (suthasiriigated ornon-irrigatecl);, an~ yield level, 
as well as coverage 'and prk~-levels sele,cte~, , ,. 
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DISASTER ASSISTANCE VERSES' CROP ,INSURANCE" ': 
, ~,, . 	 . . . ~ , 

, ,',.," ": ' ,:.. • . " • ,.,'. .'. .' "'. 1+,' .. , : • .' ,~, " ~~ ',. " ", '.. ' .:. • 

, 'arop .insurance and crop disaster paymentshav€;, historically served the same'function: " ' 
to indemnify Jaimers for crop,'production losses: The ctop'disasterpayment structure.is , ' 
similar to crop insurance " b'ut 'it is free to proou'cers. ' U nlikecrop insurance:, disaster ' 

, ,", 

, assistance is' not ,~ permanentreliable sollrce ofJederalassistam:;e to farmers; however,. 

, 'disaster assistance promot~sfarming hI unproductive, areasbeca,useit' iscostless., The 


,/ ' 
incentiyes"to,make disaster 'payments ,available to farmer constittieilts haye proven to be ' 

nearly jrresistible,' especially in light of the problems in th€; :cropii1surance prQgram.' 


, • , I '. • " ~ '\ " ' , 

Thl; expansion ofthe 'cro~insuhince program in'1980 was intehded to replace direct 
, disaster payments:, Participation tn the C(OP insurance 'prdgr~Jwasencouraged through, ' 
premium subsidiesprovidecj by the G()Verninent'of up to30percent. ,IiI spite of these high 

" ' • \ t ',' " _, '. ' 

farmer: subsidies, ,participation in the insurance program'did' not go aboye 40 percent Of:, , 
eligible acres:' ,Low participa,tioll'" in tUIJl, 'enc9uraged Federally funded crop disaster relief, ' ' 

" 1,,1 

, ' 

,Every crop year 'since'1987,farmers have:been bailed dutwith acrop~disaster, rel'ier bill. '" I 

For this reason: coupled ~ith existing,' but seldom used mandatory 'authority fo'r. US'DA to' .'_ 
,make disaster payments, the/FY' 1995 Budget for the first time included disaster spending in 

, " the mandatory':b,aseline, ata $1 billion per year thtou'gh FY 1999 (the, 10':'year avenige, , "', ,: '" 
" '~' expenditure).:, The high costs of ~he crpp insutanceprogram, combinedwith"low ,",• ' 

, parti,cipation illcre,asingly raised" questions regardi~gthe crop insurance's mission' and, .' 
'\\ '\ • ,,' '. I ,,- " 	 • 

effectiveness~,· ' ", " " " 	 " . . - . 
,'" 

" ( 

',' \ ...' , ': ,/ 
,...,BUOGETARY CONSIDERATIONS 

• , 	 ""t, 

. ", 	" [~ IT 1994; cro~ i~surance 'costs com~riS~$290 million in discretio~arYS~~nding fo~ 
FCIC adlninisirative expenses and pfivatecompany expense :reimburse~ents, and $1.i86< 
billion in mandatoi-y.spendingJoLpremiunt subsidies an9' excess lo~s p~yments.The Federal 

',Government subsidizes (at an ayerage rate. of 25 percent) ~rop, insurance' premiums. It also 
reimb.urses priv~te insura,nce c:ompanies roughly'~? centsfot, every premium dollar sold 'for 

.(

~' , adrriinistratiye expenses. Combin~d, for every faimer-pa~d premium, dollar; the FCIC outlays 
roughly $2.50. '" ,,'i"' ,;.' 

I ' 

,'! .

ACTUARIAL PROBLEMS 
. (' 

.. ,I. 	 "',.r 	 J.' 

The federal crop l~surarice progfam,has'not' achieved aCtmiiial soundness'because (i) 
crop productio~ ri~ks are not' 'normallyihd~pe~aent, (2) FCIC ooes 'not have sufficient " " 

..infoni1atiOn te)' calculate individu~l risk, and (3),fCIC dOes not have suffident)nformaiiOlpo 
determine the Calise .of losses. An 'actu~lfially sdund iflsur~nce programshouidbreak even, 
,overtime. 'For' every dollar in premium~' one dollar in indemnity ~ould arise. Since 1980,' 

" " ,.', 
"'1 crop insurance has suffered from low farmer participation and high actuarial losses. From ' 

,1981-1990,. total indemnities exceeded total 'premiu~s' by $2~S billion.TQe'averag~,loss " 
. rat~o for the, program is).A; that is, for· every dollar in premium one, dollar and fortyc~nts is . > 

, , " ~ . . ' .' . - " " . ':' ,,' . '.' . 

,'I 

8 , ' 
, : / 	 '; 

.. i ' 

,\ r 

""", 
\ ,.' . 

http:structure.is


", . 

";'; , 

I I:, I,. 

paid in indemnities. Losses tend'to be highly conce,ntrated, roughly.~ percent of al~ producers 
collected 28 p:ercent of all indemnities: " " , . ' , , ' 

r/~ '. 

'.'

Losses are not' independent., Many Weather::"rel~tedhaiardS can redu~e crop yields " 
t;lver large areas ofthe:natipn, thereby increasing the cha~ce. that astibstantial !lumber of~'·. 

. ',,' policies will, require',ind~mnificatipn during ,the same year and will affect~ctuadal' soundness.' • 
• This wiciespread' impact, rediic~s the effectiveness of insurance!hecause' .risk pooling~ one.. . , '" 

.' inlportant way; insurers carl reduce, the costs of bearing risk, is less likely"to be successful if . 
:~here is a large. degree of correlation ~~ro~lhe.'risks· facing the ipsured indivi'duals. In theor:y" 
,the . program's expanded ·geographic coverageprojvides nioreopport:unities for diversification 
. because 'weather patierns~ary aCrO&S the nation and yields of specific Cf<.)pS vary by regloq. 

In practice, however, thes'e' opporturlities. may be liIl}it~d. For 'example, illthough the , . ,.' • 
\, ' '\' , . '. ~. .,.." .', " 

expanded crop insur~nceprogram offers coverage foI' 50 crops, the top ,3 crops-:- com, ' . 
soybean~, and wheat::-.;.accouii for roughly halfoftot~lpremium revenue:; Furtfietmore,' 
,~hese ~rops experle,~ce similar, movements'. in. loss: ratios.' .' 

Adverse selection and m6ralhai~rd.·· The'crop insu'ranceprogram'also ~1.lfferS from .. 
adverse s~leCtion and 'mpral hazard. .Adveis~ selection arises as produce~s 'are b~fter:info~ed 

.. ' abo,ut the dIstribution pf their yields and can better assess the actuarial fairness. of .their ' 
. 'pretni:um.'~Producers who expedeq indemnities to exceed premitimsare'more likely.to 

purchase coverage t~art f~rmerS whose' probability of collection is smalL. Adverse selectipp 
':(11so occurs through risk shifting .by· the reinsured companies .. Reinsured individuals ca~ elect· ) . 

. '. " I . , . . ..'j • 

to ,shift risk to· FCIC by choosingbetw(!envario~s reinsured risk. pools for their. business .• ,' .' 
Betterbusiness>is placed in ,risk pools with .. less , reinsurance and higher profit sharing .. More 

...risKy business isplac~d:iri a pool where FCIc:::~overs moie loss,es 'apd profit sharin~ is)OW~L. .! 

" Moral hazard arises because the acttiat: yield is subject to· influence' ,by the producer's actioilS~ . c-. 

through.out'the/growingS(!ason. A reCent studY6 concluded··t.hat, moral hazard is'an importa~r . 
problem that contributes to' a,large .part of the ,persistent loSses'(as much as 20 percent or' 

. 'more :in major crops}incurred'by fCIC. ..., " ".. .,:...~,' .', ..•... : '.... ' .. 

-. Ris~ indica'torS' are not .~Iways .ac~urate', . Beca~se crbp insura~ce gu~r~ntee i~v~ls;' . 
pr~~iums, and indemnities· are baSed on the individual 'farmer's yield,' an accurate, estimate of. 
potential, loss dependS on individual'farm' information; FCIC's estimate of afarmc:r's expeded 
yield is the only faIJl1-level information FCIC us~s to determine an individual farmer's' . 

, , . ·,·,riskiness:" In:1987; FCIC began: using APH data, alD'year.averageof yields' at t~,ein.diVidual 
farm level, ~o estimate ~ farmer's average·yield.:~owever,FCIC does not use, APH data to, 

.', . determine a farri1er'~.yidd variabpity as an additiopal' m~asure 'of risk. This creates several' 
problems. {~n~, farm{!rsdo not .always have completed data forlD:years .and therefore the· 
data may not a~urately'r~nect the farmer'S actualYleld and'ther~fore may skew the' average, 

.YIeld on, which: FCIC ass¢.sses risk; 'SecOnd, the APHdata/may not capture incr~ases in crop' .. 
yields; overtime crop yields tenq to increase i)ecaus(! production'methods·improve.. Therefore, 
I' '. - ( J " '. , '. . • . 

, , -" 
:r~ ; 

. " . ..1 '/ " ,.", " " • ", . \ I.' ' .. '. •. 

. .' 6Richar,d E, .Just "pd Linda Calvin,'~Moral Hazard inU,S.' Crop Insurance:'· An Ellpiri~al Investigatio'n," :, . 
(work in progress): Uniy~rsity of Maryland, Apr. 1992.: '. \, '.' 

\'. 
.~, . 

.. ', ' 9 

/. 

" '.,"1 .. , 

If' 

. ,­ , 

http:likely.to


. " ­

";,, .. 

" ',' ' . '. 
,~ . ' 

the' AP:fi yieI'ds may be lower t.han the farmer's tr'ue expected yield. Third, there .cal! be 
difficulties in,verifying,a,producer's production clai~s: ." . ", - . 

. ' ' , .' - R~sear~her~ indica.te·that for the'program to c0!1tinue to be based on individual yields 
, and yet be more actuarially sound, FCIC must do more. For exam'ple,.collecting additional 
'.faqn"':levelinformation would cbmbat adverse selecti,6pand moriil h~ard: HoWever, .. 

. . coIiecting more inforinationwQuld prob~biy increas.ecosis'~ and it. is unclear how 'much 
. adverse sel,ection' and tnoralhazard ptobrems can be.lessen~d through such 'efforts. 

, . I. '. , ." "'.' . ," " • ,: :' •. ' '. ." •• : _ '.; •• 

,REFORMS AND' RECENT LEGISLATION ',' ,'., .... ," \ . , 


\ 1: 


, 

. '.' In recent: 'y~ars, Congre~shasenacted J~gislation tQ redu.ce cr~p ipsurarice's. cost .and 
"increase parti~jpation rates.. Th~ 1990.:Farm Bill shifted niore risk 'e~pense to private .. 
'compahies;and the 199.3,OBRA,magdatedactuarial changes to i~pf(~ve insurance losses ....'. 

" ',' 'I., .'.' .' '. '. '.' , ,', 

... .' • ': I • • , ".' ". ">"" ' t . ~ • ',', r ". . , 

The Administration's Proposal.. To'build! 011' the actuarial rriforins' enacted in 1993 .' 
'~' , 

, OBRA, tpe Ad~iIiistraiion's FY 1995 Budgetpr~posed comprehepsi~e reform of tQe~crop'; : 
·insurance piog'ram, startiiJg incropCYear199S. The keY'components Of the reform are:!) 

;repeal 'of discretIonary and mandatory ad hoc disaster'authority for most commodi,ties, 
:.·,-includirig 'emergei}cy designations for ~rop disaster. bills;· 2} free catastrophic crop' insurance . 
..' cove~agefor,'los~~s e~~ee.dingl;$O perce'nt o(nonn~l yield,7 3)·mandato'ry participation for.·all . 
'cce fami program participants and -F~rmers Hoirie,A~i11inistration' borrow~rs,and 4)' a .' , 
.'standingdisast.er·prograni for crops nota?v,ered by crop insonince; wjth payments trigger~d" 
rbY,ar:ea-:-wi,de loss'leyCis. Attached'is·a summ~ryof the.key elements.of the.Fed~rarCrop 
InsurariceReform Act of.1994; , . . ,.' .... ,,',". . ,.', .: '" 

, < '. -. .'. • '" / • 

, t.' The . Admin,stration'~",comprehensive crop insurance reform legi~lation m'ay be'. 
considered by the' House 'Age COlmuittee this' week. The 'legislatiop is likely to be 'subject to . 

, eXhin~i~ed,ebate ,due to an exp~cted amendment:from':COflgfeSSmantim . Penny' that' ,.' 
substa~ltiany ,cuts incentives to farmers 'and .expense reimbursement to. agents. The Senate bill' 
is being held !Jpin th~ Agricultutd Co~mittee:oy Senator Helms. '. .,' ': ...., ' . 

. . ., ..' . . \ 
, . -, ',: . ';. ,~,', 

> " • 
"- " 

". " 

. \ 

/. 

, ;. 

, , 
\ 

'. • J 

, , 
. -' ,: \.... . -. ," , ," .',' , .' 

IA $50 administrative fee would be charged per crop. ',' 
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'PESTICIDES AND 'FERTILIZERS ,'" 

: \ " " , ,: , Pesticides 'arid feitili'zer nutrients th~eatenclea~ ~ater'nationwide.' Agriculture"~:' 

, 're'pr~sents the lead~ng ~\i~eofpoison runoff polluti~n of s~~f~ce ,waters; 'an:d conv~ntional 


'fanning/ practices, ~ave beenliIiked ,conclusively to pesticide ,and nitrate contamination of " 

" 

,'ground \vater:\ To the extent tO,which the,USDA has addressed pesticideJ~s,ues, th'! emphasis 
':, ha~ been' primarily, r~searchand inteFgoveriuhental.coordination. ' ":: :,:', " ' ,- \ , ." ' 

I' 	 , 

CURIiENJ' REGULATIONS' 

, 	 i 

, " ,'"The use, of pesticideS and' fertilizers is' not specifically' addressed in .the Fann, Bill: ' , " 
Instead~ their use i~ ~overed under mariy:Acts, including· the Federal Insecticide; Jiungicide,: 

,and,Rodenticide Act ("FIFRA"), 'and t~e Federctl',Food; Drug;artdCosmetics 'Act f'FFDCA"), 
, theCkan'Water Act/and the Watershed and' Flood Preventioil'Act. " .' ", , ,', " 

.', . , 	 .. 
, 	 I "~ " ,'" 

'. ~ 	 \ ' I 

REFORM ISSUES' 	 ,'; . 
, \ 	 I 

" 

r Currently,;'there are three pes~i~ide refoi~biHs'pendingjn Congress: the" " 
, ',Administration's; ;,Representati~es; Biley, 'Lehman' and Rowland; and Senator' Kennedy's: ,I :. 

" ',Congress has not' yet' acted. on these~ , Beca,us<?o(the' lack ohidionon the three pesticide , 

, r~forrribill~ and ihedesir¢of the, faim. commu~ity to h~ve a greater say in.the qutcomeof, 


\ ' pesticide legislation, pesticide reform legisl,ation may beinduded as part of the Fa,nn 6ill 
I 

debate.~ " '., - -' ' . " 	 .' 
, \", 

.' .':,' ':, .' _ ',,:,'t ';"":'.;, ~~~", ... , .." -...:.' r.'.I, ",:' J~',.,', 	 i.", i:,",.',,",' " 

, 'Farmers, are concerned, ab9ut the pesticide' legislatioricUITently ,pending in the , 
Congress.. For example, fanners wantitoeri~;urc that the peslicidesJliey ne~d are available. 
The agriCulture communitylfas sought ,to ensure tha:t'tlie~ economic benefits; 'as~ Well as the, 
healthandenvironment~l risks" of pesticides,' continue to, be consider~d in the pestiCide' ". ' 

, 	~ regulatorY'process.'1 rBis'issue is most pressing for fruit and vegetable ,faim~rs apd ot~er: ' 
: ,,'~minor crop" f~nneis. "aecause, of the' high cost of registering' and, rer<1gistering 'pesticides, " ' 
'many'chemical companies have dropped, registrations for pestiCides for which there is a ,small', ' 
'~arket. pften these "minqrus,e" pe&ticides,are'the' only alternatives tliefanners'have for ' 

, ,fighting a cert~in pest or dis~ase.,)naddition, theagriculturalcomrilUnity Is conceme,O about 
" 	 ."­, ',growingpres8ure from various so,urces for more wh6Iesale"refonn'of':pesddde'':i~e., ,',.,,' 

, 	 " 
... ',' 	 1 

, "In 'r~sponse to the ,agritultiJral co~rnunitY's,'~ncerns;~s' well: as concer~s 'expressed 'by, " "", 

environrhental groups~ chemical manufacturers and:c6nsumers" the' Administrafioh sent a ' 


,pe~tieide safdy bill to Congress, reforming the existing pestic'ide r<?gistration iegisla~ion; 

" Among ,other thiDgs;th~' Administration's bill addressespu~lic he~!t~' issues raise,d· by the ',' . "/ 
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. F~DCA's ,"Delaney Claqse"~ ami the Nationil-lAcademy.df Science's (nNAS") repoI1 on , 
" pesticid,es.9 ,The AdministratiQn's bill addreSses these issue~,by'establishinga negligiblerlsk 
.. standard for setting tolerances for both raw, arid processed foods, and py requinng that· the 
\ tolera~cesetting, process take .into account )he potential' impact o~ sensitive, subpopula~ions . 
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,&rhe p~la:ney Clause prohibit~ residues of cancer, ~using pesti~ides in processed foods. 
• , ,'. • t ' " '. ' ,'. • _. , . .... " / " ': ~ " ., 

, . , '~e: :NAS ~eport rai~ed q~e~rions about '~he current, pe~ti~ide :re~ulatpry.~ystem·~ ability, ,t~ adequately',PIOtect 
sensitive subpopulatioris; such 'as children, ' ", " ' ,,' ' . , ",'", , 
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, 'MARKETING AND INSPECTION SERVICES " 

" ' 

"" , ", . 

, " 


, ,BACKGROUND: 
• . " .t, _ . I • ....." ,.; ", ': " 

, ' ' The ,.pu'ip~seof the' marketing ~nd, inspection. ~~~ices ~~ to ensur,e the'safety'offood, 
, the cost efftcierit marke~ing of agricultural products,and ap open ,market for su~h products. 

.... "Marketirigprogr~msare' used to develop comniodity' standards" provide grading services; , , 

'circulate informa"tiori' and'provide technical/ assistance to',the\yholesale agrieultural marlc~t. ' 

,The Food Sflfet);: and Inspecti()nService ("FSISn)is the USDA agency , tpat' has the p~ma!y ; 

, responsjbi,lity for assuring the ,~fety anc.hvho!esomeness.of'livestock,' poultry, 'anrlthdr ' 

products intended' for, human consumption. IO'" ' ,( , -" • / ' 

"'. 

1,- . " '.GAO ASSESSMENT , 
'\ W', 

/ ' 

" ,'," In 1993, t~e'GAq revie~eithe 'USDA mailage~ent prograin~ and' found that the" 
, meat andpo....ltryiiispectiQDsystem was not effective .or' efficient use of resources to .' ", ' 
''.protect the public frommicrobiaJ contamination'itnd re~ommended thaeCongress revise-' 

, the meat)~d'poultry acts' toproyide' FSIS with the 'fl~xiQility ,and'''discretion to target its, ' 
.. ': inspe\ctionresour~est~ihe' ptost' serious, 'food ,safety riskS .•, ~ .', \ ,,' ,J" ' :' " " '".'". 	 ,. 

'I : 	 ' 

'i ,",:dAO found that the federann~pection $ystem .is neither' efficient nQreffectivein . '. 
protecting the publicfrom the mos~ serious health risks' caused by:microbiaicontamination. _ 

:Jnspection proc.esses ,are J:lampered by inflexible legaf requirements 'and relies on' outdated :and 
.'labor inte,nsivt? inspection methods~ consuming appr()xiinately"tw()-ti1ird~' of the~r staff budget 

... 	 ,annually:- The'inspectibn requIrement is labor intensive and costly because' FSIS 'inspecto,:s' , 
must visit :thousands 'qf plants daily' regardless .of the pote!1tiai Health',risk involved. ' :,', ',,' :' 

, , 
'; "'" • /' ... i •• \' • ,,,,, .' ," '.' ' • , • • ,," ' 

'\ 
\ /, ',To redire~tFS~S'lnspections to~ards firms:and food' pr~cesses ,that pos~ \the greate~L 

risks, COngress passed,thePrQducts Process ~mprovement Act of 1986, whichame~de~Hhe, , " 

"requiiementspninspecti~n frequency of meat, prpcessing pl(intS. The agency, is, responsible 
" 'for overseeing .the meat arid pOUJtI)f ilJdustry- and ensuring the safety : of'meat' and poultry.,' 

", , ,: 1 • • ~ , , ' '. . ' , " ! " 	 ~ • 

" 	 , 

" ',' -~ 'Additionally, th~se inspection~ can notdetectmicrobial c<?~taminantsl1 beca~se~FSIS, ' ' 
, ". doe~ not routiIjeJy test -for the, miCrobial ~ntaminatiQn npr' does 'it require in9ustry' t9 ,do' s6. ' 

" The plants tlJat have initiated miCrobial. testingprogiams have, used the test to id~ntify', ' 
, problem areas a,lid made numerous changes that were desigrled,to improve the -safety of ,their ': 

, 	 , • ~ , , • ' ,0 

• 	 I , 	 I, 

1O,The Nati~nal: Pelfom;ance Reviewiec~m~ends'de~el~ping a nation uniform inspe~iion syste~'to '.' 
ensure a safe' food supply and combining responsibility for food safety and inspection in one agency' (prefer~bly
FDA)., ' , \", ," ~, ',' 

! 
\ , ';" ­

: , • " f' . j I.: "". \., \" :- " " ,.,' ,I _,' '. 

" ,llMicrobia~contamination~ ,stich as E: caBana salmonella, are ,wi4ely recognized aS'today,'s most' serious 
: health risks, associat~{wHtimeat ~rid poultry" ',', ! 	 • .' ,',' , 
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p~oducts. Hqwever,' FSIS, has not supported this effort by, designing generic' pro~ams and/~r 
disseminating informatfon gained from individual testing programs. As a result, the' i, 

" t. inves~nient required of plants'interested iIi improvll)g their, processes by impltmenting. 
microbial' testing pr&gramscouldbe signific~nt and thereby di,scourage such. testing;' .' 
p(irticularly in small plants.' . • ',,',1 . J' 

, ," ,.,1,' _' ':"" 

:.>, ' 

. .... A l-1~ard Analysisand'C~iticCliControl p,oint 'system ("HA~C:l?"fis, generally, 
considered ,to be the best approach current~y available for ensl!ring'safe, food~ because it. , 
focusesoQ preventing contarninati9n rather ,han ,detecting contamination once ,it has occurred. " 

, ,'To stTength~nregulation of the' ind':1stry and help' ensure safer meat and poultry, ~Setretary, ' 
Espy,anl!0un,ced'in May 1993 tlgt each~~atand poultry plant wotildberequired to develop 
andimplemeilt aRACCP system. 'fi,owever, the RACCP req\1irem(':ntSdonot speCifically, ' 

, : require'microbial ,testing to monitor pla~ts' HACCP systems~' Without,specifying'.te$ti~g ­
requirements 'and criteria; FSIS cartnot ensure that each plant'sHAccp, 'system wiUeffectively 
monitor microbial contamination; ,: ,"""',,!', ,. I, 

',' \ \ 

\ . \ 

Gt\O ~ECOMMENDATIONS 
"" ;,1' , 

'. " ,I' ' :', ' ,,". ' ' " " ' :.: " ,.,' ',' t '" . ' 

. " TO'iQ1P:rove the safety of meat and poultry,GAOrecomn:terids thafthe FSIS . 
. , ,Administrator dev~lop a, mandatory' HACCP 'system : that includes specific, requirements, for '. ' 


mi~robial 'testing, and, gl!idelines"fo~ dete'rmining when micro,bial test· resJlts warrantacfion by, 

, theplant.,:As· pa~t of. this effort, -the',Administrator 'shou!~ ~ssist me~t and poultry plants. in the 

'dev~l?pment oftheir,microbial tesHng programs by, among oth~r things, diss¢minating ,", ' 


, infoinl~ti()nonthe program,s alrea?y,iI~ operation; ,J ." r . , .' 
·1 ..... ,1\~ , 
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Small-town America IrJ(J 


c~ught in farm crunch 

(;J,,; I~t.... /t-Vzo .
n;;Midwest farm larufs~pe is r--.,.-----~-

changing rapidly. seCOnd~.a.. 

pans " . \ 

By Jo~ Margolis IJ-( c4 
TRffiUNE 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. I 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 fann. But I 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 AP photo 

count. down from 2.045 in 1980 Corporate farming and reduced 
and 2.215 in 1970. federal subSidies are putting the 

And possibly still falling. squeeze on smaller farm opera­

Though the big rush of farm tions and, in tum,. many rural 

foreclosures stopped a decade or communities are in jeopardy. 
so ago and the 330 farms in the 
county are considered "pretty 
strong" by County Agent Glen has improved so that more can be 
Bronkaw...._cQ!l>Orate farming, now done with fewer bodies or hours." 
legal for dairy and hogs in Kan-" . Agriculture is different in that it 
sas. threatens some mid-sized is" directly subsidized by the feder­
operators. " al goveI'pment, and while Wallace 

In addition. the. declining power ,County's pro.ud residents may not 
of the farm bloc and the realities like to hear it, the fact is that 

. of the federal budget are likely to their towns survive now only by 
mean cutbacks in farm subsidies, federal largesse. . 
putting even more of a squeeze on" . 
smaller farm operations. And in Now, as those. payments are ex- . 
Wallace County, farming is just pected . to decline ~ n~xt year's 
about the only economic opportu- farm bilL the question lS whether 
nity. places like Sharon Springs, near­

"There is nothing but agriew- by Weskan. ~d hundreds o~ other 
ture," said Brenda Beringer, the small to>yns m the rural Midwest 
county's former economic develop- ~ survlve at all, or whether ~~y 
ment coordinator. "And agricw. wtu be blown away by the prame 

~ is no ~ifferent than any other w~!ades ago, the decline of farm· 
mdustry 10 that the technology 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." 

I 
According to an analvsls DY 

Frank and Deborah Popper ,;C 
Rutgers University. "Kansas actu­
ally has a larger 'frontier" toda',' 
than it did in 1890." .-II centur~' 
ago. they said, 25.649 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 fu ture; 
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 reo 
gions: the eastern Midwest from . 
Ohio through Iowa, 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, J
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 fertiliiers 
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 ~dually 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 fme quality of life at a 
low price." 
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rough sell. and there are hundreds 
0f smail towns from Oklahoma:o 
North Dakota that can't even 
claim proximity to the mountains. 
."We would never engage in trio 

age." said fortner Agriculture Sec· 
retary Bob Bergland. "But the 
truth is. try as hard as we can. we

!V) B~ek~~::naking headway in North 
\.'

"t::." Bergland said that at a sympo·


sium almost two years ago' at 
~1 which the word "triage" was used 

a great deal, though always reluc· 
~tanUy. Hardly anybody wants to( ~be the person who gets up and 

l(}''''lays 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 it, and without 
planning, it is likely to accelerate. 
Many towns survive thanks less 
to farm subsidies than to Social 
Security checks to their few reo 
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 agriCulture 
as an economic base., 

[n the view of many economists, 
the problems of agriculture -are ' 

t
not what aU 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· 
Ham Browne, Jerry Skees, Louis 
Swanson, Paul Thompson and 
Laurjan Unnevehr. authors of 

"Sacred Cows and Hot Potatoes," 
a scholarly but sprightly book 
about the current fann 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-DL). "The working poor 
are more likely to live in rural 
areas. Jobs and non-fann 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·fann income. "I have two 
boys and they both work off the 
farm and both of their wives 
work," said Doris lIarrlson, who 
ranches and farms with her hus· 
band in Wallace County. "With 
everybody working, we're all 
right." 

-- ~. '..II.~ " ..·"n '-'-' n..L"t"l! l....lJ. d"t,:l ~ IJU 

the land. boost the other kinds of 
In''om'' t" I'- ,GppOLUnltleS In rura 

ea '. 'd R b P b far s. sal 0 en aarl erg 0
Ha..... ·ard·s C" ter ~ [t t' al• • "n ,or n erna IonAt'fal'rs "That t f' , . sor 0 Income 
diversification is what h.~s kept, such as the Cabelos sporting 
many f~ers on the land. 

But If there IS general agree· 
m~nt that rural areas ~eed some­
thmg else besides agnculture to 
survl\~e, there ~s so far no .answer 
to thl~ questIOn: What IS that 
somethmg else? 

From slighUy 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 Sharon 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 yo,\! bring in a ditferent 
odor and you bring in a ditferent 
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. 

jearbY Garden City has packing 
plants. and it has what Quentin 

ope called "problems in mul· 
iculturalism." 
But Barry and Jackie Walker, 

who mbved 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 
frrms to a town such as Sharon 
Springs. 

There are a.Hemal1ves (0 agrl­
culture. ".Just think ')f Dod&!e, .. lIe. 

~-' illWI·S.... Durbin said. That',_· "'herp_ 
~'Lands' End. the telemarketing 1nd 
.'mail order retailer. has "et up 

Wshop. There are other examples. 

goods store and catalog center in 
Sidney. Neb. Such fmns, which do 

i a lot of bUsiness on the telephone, 
·are attracted to the rural Midwest 
because so' many people speak 
clear unaccented English. 

' 
But there are not enough ftrtnS 

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 and 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' counties with less 
than six people per square 
mile. Kansas had more 
frontierland in 1990 than it 
did in 1890. 

Source; Frank and 
Deborah Popper 

T 

~ 'Frontier' square miles 

N. Dakota 
1890 61.1 
1920"; 14.7 
1950 .... 20.1 
1990 '0.9, 

S. Dakota 
1890 , , , 5.2.3 
1920 ,:41.1 
1950 41.7 
199047.2 

Nebraska 
1890 40.6 
1920 27.7 
195029.9 
199036.1 

Kauas Note:
1890 _25.6' Figures 
,1920 ".17.2 are in 
1950 _,18.6 ' ' thousands 

of square1990 ",26.3 
miles:

0Idah0ma 
1890 66.9 
1920 11~ '" 

1950 .5.9 
1990 III 9.1 
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A matter of money 
The average fanm household eams 
much more money from non-fanm 
sources than from fanmlng. 

~ Income source. 

Average • Income from 
dollars per saies;le~ 
fanm-operator and otnEU' 

household In f;:!Iirneltit£:l« 


,p,.oouct5 Of, '
1992, 
pre(imln~ry ~rilicef: , " 
estimates; , $2,008· 

" " " , ,.Sal~ryor, 

" 

...... 

from Investments. savings 
accounts, etc.: 

, $8,709 

outside 
employment 
or oWned 

, businesses: 
,'$27,022 ,Total: $40,$13 "":~ldfD.ser1f1tinl' "",' , , 

",t8,fur,elated.,ric;ome:$2,874 
·.·.i<. ",,' :', '. '"., ,., 

~ Farm and non-farm Income 
Average in thousands. of dollars per fanm-operator household per 
calendar year. 

Key: Farm income _ Non-fanm income 

$35.7 $35.0 

1989 1J9O J.991 1991 1993" 

*Prellminary figures ** Forecasts Source: U.S. Department Of Agriculture 

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 

Chicago TribuoelMartio'Fischer. Terry Volpp 

themselves into tour guides, na­
ture instructors and park rangers 
may be asking the impossible, 

But demand for beef raisers and 
fam} mechanics is dwindling. and 

• Interest and dividends 

~ 

i 

J 
f$­
~ 

J 
! 
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as the economy continues its 
transfonnation from production of 
goods to provider of services ane! 
amenities, parts of the Midwest al­
ready are reverting to prairie. 

Besides. if places like Sharon 
Springs are to thrive, their biggesl 
asset rilay be not their soil, waleI' 
or skilled fanners but somethin~ 
far less tangible. 

"We have something' to offer 
here" said Beringer. "It's heing 
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 COUll, 
try .is not one of openness and ac­
ceptance. . 

"People may kind of go, 'Ard 
you kidding?' at first, but I wa~ 
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 facililies, 
We have other people you could 
meet with, and people will accept 
you." 

Sharon Springs is a community 
because the land around it ollce 
provided opportunity to fann and 
ranch_ Now those opportunities 
have dwindled, forCing Ihe town 
to try 10 sell itself--to survive ·011 
the hasis of Ihe community thosp. 
O(lportUllii ies once created. 

Maybe it can work here. But it 
can'l work everywhere. 


