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In the early days of the American Republic governments left the farm sector largely unregulated even though more than eighty percent of the American public was directly involved in agriculture.  Since that time the farm sector has steadily become a smaller component of the American economy.   Currently, less than two percent of the American workforce works directly in agriculture.  As the farm sector has declined, government intervention in agriculture has increased.  Federal and state programs in the late 19th and early 20th centuries were primarily designed to promote research into new methods of farming and to disseminate that information to enhance the productivity of American farmers.  During the agricultural bust that followed the boom of World War I, farmers increasingly pressured the federal government for more direct intervention into markets.   After four years of a horrendous Depression, the Roosevelt administration responded to the continuing pressure from agricultural interests by establishing a wide range of programs that involved direct intervention in agricultural markets, as well as price and income subsidies for farmers.   Although these programs have been modified over time, they remain the basis of our farm policy today.  Their survival in the face of extensive criticism and declining numbers of farmers illustrates many of the key insights into interest group politics that have been developed by economists in the literature on public choice.  


Agricultural Policy Prior to 1933




Prior to World War I, the federal government’s role in regulating agricultural markets was limited.  The federal agricultural policy agenda during the late nineteenth and early twentieth centuries focused mainly on agricultural research and extension programs designed to increase productivity, address public goods problems, and maintain competitive markets.  The foundation for publicly financed agricultural research and extension programs was established in the second half of the nineteenth century.  A few states instituted agricultural experiment stations in the early nineteenth century, but in 1862  the U.S. Department of Agriculture (USDA) was created as an information agency for farmers.
  Also in 1862, Congress passed the Morrill Act to encourage the establishment of an agricultural and mechanical college in each state.  The Act provided for a grant of thirty thousand acres of land to each state for each representative and senator in Congress.  The proceeds from sale of the land were to be used for the endowment and support of at least one land-grant college in each state.


A second step in the creation of the nationwide system of agricultural education and research agencies was the Hatch Act passed by Congress in 1887.  This Act established the system of state agricultural experiment stations that is associated with the land-grant colleges and universities.  The Smith-Lever Act of 1914 offered aid to the states in developing a nationwide system of publicly supported agricultural extension activities to disseminate the research results from the experiment stations to farmers and their families.  Finally, the Smith-Hughes Act of 1917 provided federal support for the teaching of vocational agriculture in high schools.


From 1862 to 1932, the USDA was mainly a scientific and statistical agency.  Agricultural research was conducted on crops, soils, and animals with the primary objective of discovering cost-reducing methods of producing and marketing farm products.  The extension and educational activities were designed to disseminate the latest research findings from the experiment stations to farmers.  From the beginning, publicly funded agricultural research received support from three types of political supporters: “public interest” advocates who wished to improve agriculture through science; agricultural scientists; and farmers.
  The first two groups were instrumental in founding the agricultural research institutions described above.


Prior to World War I, rather than implementing policies that directly affected commodity prices, Congress dealt largely with standard public goods problems by providing new mandates and appropriations to the USDA.  Problems addressed included livestock and plant diseases and related issues associated with meat and drug inspection.   In response to agrarian unrest in the late nineteenth century, Congress enacted legislation that provided indirect support in the form of, for example, lower tariffs on manufactured products, regulation of railroad rates, antitrust laws, food inspection to promote demand, and promotion of cooperatives.


The advent of World War I brought increased federal intervention into commodity markets, including the granting of broad powers to the president to regulate particular commodity prices.  Although these powers expired with the end of the war, the WWI experience demonstrated the ability of the government to influence prices.   When agricultural prices dropped in the 1920s, farmers turned to the government with requests for relief.  The initial response of the government to these requests and the associated growing farm lobbying efforts was to sanction and encourage the development of cooperative marketing associations as a means of controlling supplies and increasing prices (see Libecap for more detail).  The Capper-Volstead Act of 1922 was an important early piece of legislation in the cooperative movement in agriculture.  The act gives producers the legal right to work together in jointly marketing their products.  Thus, members of agricultural co-ops enjoy a favored status when contrasted with other business firms, which are legally prohibited from such collusive activity by antitrust laws.  Without the act, many of the marketing activities currently engaged in by agricultural co-ops would be violations of one or both of the two primarily statutes that govern antitrust policy in the United States—the Sherman Antitrust Act and the Clayton Act. 


Cooperative arrangements have worked well for some agricultural products.  The large number of farmers and associated cooperatives involved in the production of wheat and other major commodities, however, suggests that such arrangements are not likely to be successful for those products.  As the difficulties associated with monitoring farmers’ compliance with cooperative marketing controls for major commodities became apparent in the 1920s, efforts were made to obtain relief through measures that more directly increased prices.  An important result of these efforts was the development of the McNary-Haugen bills, which were considered by Congress during the mid-1920s.  These bills proposed a two-price plan that had the goal of raising farm product prices in the domestic market above those of the world market through the use of export subsidies.  The subsidies were to be financed through assessment of a tax on processors or handlers of particular farm commodities.  Under the McNary-Haugen plan, a government export corporation would buy wheat and other products as a way of increasing domestic farm prices.  These surplus farm products were then to be “dumped” in international markets and reimports were to be restricted by tariffs.  Five McNary-Haugen bills were introduced from 1924 to 1928 but none of them were enacted into law.  The principal features of these bills were adopted, however, in the New Deal legislation of the following decade, which provided for the financing of export subsidies out of tariff receipts.


The Federal Farm Board was the most immediate forerunner of New Deal action programs in agriculture.  The board was created in 1929 by President Hoover who envisioned the farm problem as one of temporary overproduction and low prices.  The basic idea was to raise prices of wheat, cotton, and other “surplus” products through government purchase and storage of the products until some future period of production shortfalls.  The board first attempted to support farm prices through a government-sponsored grain storage program.  No shortfalls occurred, however, and the board's budget was soon exhausted.  President Roosevelt abolished the Federal Farm Board in 1933.

The Agricultural Adjustment Act of 1933 
and the Great Depression


Governmental activism in U.S. agriculture, as in the case of the Federal Farm Board, was an aberration prior to 1933.  Historically, the agricultural policy agenda focused mainly on agricultural research and extension programs to increase productivity and to maintain competitive markets.  Federal intervention on a massive scale was initiated during the Roosevelt New Deal, and there was a pronounced change in program goals as the USDA under Secretary of Agriculture, Henry Wallace, developed a host of new action programs.  Instead of increased production and competitive markets, the Agricultural Adjustment Act (AAA) of 1933 established the goals of “parity” prices and incomes in agriculture to raise farm product prices (and farm incomes) above the free-market level.  The specific goal of the parity price approach was to raise product prices so that a physical unit of a particular product (pound, bushel, and so on) had the same buying power that prevailed during the base period of 1910 to 1914.


The 1933 AAA, which was enacted during the depths of the Great Depression, signaled a huge increase in government involvement in agriculture in the United States.  To understand this fundamental shift in policy, it is useful to put the events of the Great Depression in perspective by considering conditions in the agricultural sector for the two decades preceding the Great Depression.  The decade from 1910-1920 was a period of relative prosperity for U.S. agriculture.  An important source of this prosperity was the war in Europe during the second half of the decade, which drastically reduced the productive capacity of Europe, thereby increasing the demand for U.S. products.  Prices and farm incomes rose accordingly.  After the war ended late in 1918,  European productive capacity recovered slowly and prosperity in U.S. agriculture continued for a period as commodity prices and net incomes remained at high levels.  The fact that land prices and farm mortgage debt continued to increase immediately after the end of the war suggests that U.S. farmers expected prosperity to continue.


During 1920 and 1921, U.S. farm prices plummeted as European production recovered faster than expected.  Declining production costs during this period only partly offset the effects of falling output prices.  Aggregate net farm income fell by fifty percent and land values fell by almost twenty percent during these two years.  Between June 1920 and December 1921, corn prices fell from $1.85 to $0.41 per bushel, wheat prices fell from $2.58 to $0.92 per bushel, hog prices fell from $0.19 to $0.065 per pound, and the index of prices received by farmers fell by forty-one percent.


From 1923 to 1929, U.S. agricultural prices and net farm incomes were relatively stable, and although land prices continued to decline, the rate of decline was relatively low.  Then came the Great Depression, which held the U.S. economy in its grip throughout the decade from 1929 to 1939.  The Great Depression was a period of economic chaos and massive economic contraction.  During the three-year period from 1929 to 1932, stock (equity) prices lost nine-tenths of their value, real GNP decreased by one-third, industrial production was reduced by one-half, and unemployment reached twenty-five percent of the labor force.  The overall level of prices fell by nine percent in 1931 and eleven percent in 1932.


Conditions in the U.S. farm sector were severe during the Great Depression.  The index of prices received by farmers fell by fifty-five percent between 1929 and 1933.  Grain, cotton, and livestock producers were particularly hard hit during this period, while changes in dairy, fruit, and poultry prices were somewhat less dramatic.  Net farm revenues fell by sixty-nine percent between 1929 and 1933, and an index of land values fell by thirty-seven percent.


A useful indicator of the extent of the distress in the agricultural sector is the rate of farm failures.  Failure rates were less than five per thousand per year until the early 1920s, at which time they increased to about fifteen per thousand.  In 1932, farm failure rates skyrocketed to about thirty-eight per thousand!  In other words, almost four percent of all farms in the United States failed in 1932.  Failure rates gradually declined and by the early 1940s had fallen back to less than five per thousand.  From that time until the mid-1980s, when collection of data for this particular data series was discontinued, the rate of farm failures never again approached five per thousand.  Below we briefly discuss the causes of the Great Depression and then focus on the programs implemented in the 1930s to deal with problems in the agricultural sector. 

The Great Depression and New Deal Measures in Agriculture


A commonly held view has long been that the market economy is inherently unstable and the Great Depression was merely a severe manifestation of this instability.  Thus, it is has been argued, the government must intervene in agriculture and other areas to regulate and stabilize the economy.  There are, however, strong reasons for doubting this conventional explanation of the beneficial effects of government intervention during the Great Depression.
  Contrary to what has been taught to generations of students and future policymakers, there is a great deal of evidence that government intervention in the form of high tariffs, high taxes, restrictive monetary policies, and policies to maintain wages and prices either caused or greatly exacerbated the economic chaos prevailing at that time.
  The Smoot-Hawley Tariff Act enacted in 1930, for example, raised import tariffs to the highest levels in the twentieth century—52.8 percent on an ad valorem basis.  These actions by the United States led to retaliatory measures by foreign trading partners, and protectionism ran wild as countries worldwide raised tariffs and erected other trade barriers, including quotas.  Prices of export commodities, notably U.S. farm products, dropped with  rapidly following the passage of the tariff bill and exports of U.S. farm products were reduced by two-thirds from 1929 to 1933.
  Agriculture was hit especially hard by the protectionist trade policies because of its heavy dependence on exports—farm prices plunged, many farm loans turned bad, and farm foreclosures skyrocketed.


In general, the programs instituted to restrict competition in agricultural markets were consistent with the collectivist thrust of various New Deal initiatives instituted to remedy alleged market failures.  Included among the broad range of programs instituted to deal with problems in the agricultural sector were programs providing for: production controls and price supports; subsidized food distribution; export subsidies; subsidized farm credit; conservation of land and water resources; crop insurance and disaster payments; and expanded agricultural research and extension services.


Programs in all of these areas are still in effect although many changes have been made since the programs began.  The remainder of this chapter is devoted to an analysis of U.S. farm programs and policies, including a description of major changes in the programs over time.  A notable aspect of the programs listed above is the inconsistencies among them, both in their objectives and in their effects.  Agricultural research, for example, is designed to improve technology, which tends to increase supply and decrease product prices.  Price support programs, on the other hand, are designed to increase product prices.  The more effective the research and extension programs, the more costly it is for taxpayers to support product prices at any given level.  

The Growth of Government in U.S. Agriculture


As can be seen in table 1 and figure 1, the role of government in U.S. agriculture has grown dramatically since 1933.  The first major increase in government involvement in U.S. agriculture occurred during the Roosevelt New Deal era.  USDA expenditures increased from less than $200 million in 1929 prior to the New Deal to $1.2 billion in fiscal 1935 (table 1).  USDA outlays as a percentage of the total federal budget increased markedly in the 1930s, declined during World War II, rose again following the end of the war, slowly declined until 1970, increased again in the 1980s, and decreased in the 1990s.  The USDA budget as a percent of the total federal budget increased from 4.3 percent in 1970 to about six percent in the early to mid-1980s, even as the total U.S. budget was rising at an unprecedented peacetime rate.  Increases in food and nutrition programs were responsible for much of the USDA budget growth from 1970 to 1980.  Price support program payments accounted for most of the large increase in USDA outlays during the 1980s, but food and nutrition programs again were responsible for most of the increase in government support to agriculture in the 1990s.


The growth in USDA expenditures since World War II has been dramatic, measured on either a per farm or a per farm worker basis.  As indicated in table 1, on a per farm basis, expenditures increased from $549 in 1950 to almost $25,000 in fiscal 1998—which is equivalent to $3700 in 1950 prices.  A large proportion of this increase was not, of course, paid directly to farmers as there was a pronounced increase in the food stamp and other food assistance programs during this period.  These programs, while not directly benefitting farmers, do benefit them indirectly by providing politically acceptable means for disposing of surplus commodities.


USDA employment increased continually from 1929 to 1980, even though the number of farms and farmers decreased.  USDA employment rose most rapidly during the New Deal era, more than tripling from 1929 to 1935.  Employment increased continuously following World War II until 1980, and has since trended downward.


USDA outlays for stabilization of farm prices and incomes increased dramatically in the early 1980s, peaking in 1986.  Since then, outlays have varied widely, depending upon product prices, price support levels, weather, export sales of farm products, and so on.  Although payments to farmers were significantly lower in the early and mid-1990s than in the 1980s, additional “disaster” or “emergency” assistance dramatically increased stabilization outlays in 1998, 1999, 2000, and 2001 to levels considerably above those authorized under the 1996 farm bill.


Outlays for stabilization of farm prices and incomes continue to be augmented by increased outlays for other farm programs—most notably food and nutrition programs.  Outlays on food and nutrition programs more than doubled from the mid-1980s to the mid-1990s and now constitute two-thirds of the total USDA budget.  This pattern of USDA activities is consistent with public-choice theory.  In the classic expansion pattern of a bureaucracy, the USDA, having outgrown the area it was originally designed to aid, has maintained and increased its constituency by moving into tangential areas such as rural recreation, community facilities, urban nutrition, and so on. 


Total USDA outlays decreased substantially for several years after 1986, but by the mid-1990s nominal outlays had again increased to mid-1980s levels.  The 1995 USDA budget adjusted for inflation, however, was some forty percent lower than a decade earlier. The reduction in real outlays can be attributed in part to increased pressure on farm programs because of heightened congressional  concerns and actions taken to reduce federal budget deficits.


So long as government expenditures on agricultural programs were viewed as being in the “public interest,” these programs were subject to relatively little criticism.  More and more, however, consumer groups are challenging marketing orders for milk, oranges, and other products; the sugar program; the tobacco and peanut programs; and other farm programs that benefit a relatively small number of (relatively large) agricultural producers at the expense of the general public.  Agricultural programs are increasingly being viewed as income redistribution programs rather than “public interest” activities.

Agricultural Policy Tools


Three main types of government policy tools have been used to support (raise) agricultural product prices since the New Deal action programs were instituted in the 1930s:  (1) price supports, which support selected commodity prices directly; (2) restrictions on output or input (typically land) use; and (3) compensatory payments.  Many past U.S. commodity price support programs, as well as those currently in effect, use one or more of these policy tools.  Before recounting the overall historical development of U.S. commodity programs, it is useful to describe these primary policy tools and discuss their economic effects. 

Price Supports Alone

The simplest type of price support program is one where the government merely sets price (on the basis of parity, cost of production, or some other criterion) above the market clearing level.
  If the price is set at Ps as in figure 2, there will be surplus production equal to Q1 - Q2.  In a pure price support program of this type, the government acquires the surplus produced at the policy-determined price.  The acquisition cost to taxpayers is the amount of surplus (Q1-Q2 in figure 2) times the support price Ps.  The net cost to taxpayers is the acquisition cost plus storage cost less whatever the government receives from selling the stocks.


Government price support programs typically are much more complex than the program illustrated in figure 2.  Nonetheless, that simple model can provide useful insights into the impacts of commodity programs.  For example, surpluses are inevitable and fully predictable when government uses price supports to raise farm product prices above competitive levels. In fact, the U.S. government has purchased large amounts of dairy products, wheat, feed grains, cotton, and other commodities at various times during the past sixty years in the operation of price support programs.

Price Supports with Restrictions on Output Levels or Input Use

Price supports inevitably lead to increased production, which, as indicated above, leads to surpluses and treasury costs, thereby creating an incentive for further government involvement through programs to control production.  A price support program that involves government acquisition of surpluses will be costly to taxpayers, with the magnitude of the treasury cost determined largely by how high the price support is set relative to the market clearing price.  Agricultural production in the United States has been restricted either indirectly by limiting the use of one or more inputs, or directly by restricting output levels.


Restrictions on Land Use—Acreage Allotments

Although it is conceivable to reduce output through restrictions on the use of labor or capital, land is the input most commonly restricted in production control programs.  At various times since the 1930s, restrictions on acreage, which have taken various forms, including both mandatory allotments and voluntary set asides, have been used in price support programs for cotton, corn, wheat, tobacco, peanuts, and other products.  To better understand the impacts of acreage restrictions, re-consider the price support program in figure 2. Suppose product price increases from the competitive level, Pc, to the supported level Ps and that government costs are reduced through the use of mandatory acreage restrictions.  At low price levels, the restriction on acreage is not binding and so has no effect on the supply function.  At the price-quantity combination, (P0, Q0), however, the acreage restriction becomes binding.  As price increases above P0, producers have incentives to increase production, but must now do so by combining inputs in less productive ways than without the acreage restriction.  Costs increase with the acreage restriction because now output is increased by, for example, using more fertilizers and pesticides and planting more intensively than without the acreage restrictions.  In essence, for output levels greater than Q0 the cost of production is increased by the acreage restriction as indicated by the change in the supply function from SS to SAS’.  The acreage restriction reduces the surplus from Q1 - Q2 (the amount of the surplus at the support price without a restriction on land use) to QC - Q2.  The less substitutability there is between land and other inputs, the steeper will be the supply curve beyond Q0 and the greater will be the reduction in the surplus.
 


The effectiveness of acreage allotments in restricting production is undermined both by advances in production technology and by the substitutability of other inputs for land.  In the tobacco program, for example, as technology advanced and other inputs were substituted for land, tobacco yields under acreage allotments increased from 1,083 pounds per acre in 1944 to 2,208 pounds in 1964.  Thus, acreage allotments had to be reduced again and again during this period to restrict production to the desired level.


Whereas some U.S. commodity programs have mandated participation by all producers, over the years, participation in other programs has been voluntary.  The voluntary programs that have included provisions designed to reduce acreage have had to offer financial incentives to induce farmers to participate.  In the Soil Bank program, which was instituted in the Agricultural Act of 1956, for example, farmers were paid to take land out of production.


The overall objective of farm programs involving the voluntary diversion of land is the same as for mandatory acreage allotment programs: to reduce production and increase product price.  The basic difference is that in voluntary diversion programs the individual producer's choice of whether to participate is based on economic incentives rather than legal coercion.  Prior to the 1996 farm bill, farmers who voluntarily chose to obtain price supports under the cotton, wheat, and feed grain programs were, as a condition of participation, required to set aside specified amounts of land in conservation uses.


Restrictions On Output

For some commodities, problems associated with mandatory acreage allotments have resulted in legal restrictions on the amount of output each producer can legally produce and sell.  For example in 1965, the tobacco price support program was changed so that production was restricted by a marketing poundage quota.  The marketing quota specifies the number of pounds of tobacco that a producer can sell in a given year.  From 1978 until the passage of the 2002 farm bill, the peanut price support program also involved the use of marketing quotas.
  Marketing quotas typically are a more effective means of restricting production (or sales into particular markets) than restrictions on input use.  When operating under acreage restrictions, farmers can continue to increase output, at least to some extent, by substituting other inputs for land.  In contrast, farmers cannot legally circumvent mandated restrictions on the number of units of products that they may produce and sell.  In figure 2, if production were restricted to Q2, the supply curve would become vertical at Q2 and the support price PS would be achieved without any surplus production.

Compensatory Payments

An early proposal to adopt price supports that involved the use of compensatory payments was contained  in the “Brannan Plan” of the late 1940s, which was named after Charles Brannan, the Secretary of Agriculture in the Truman Administration.  The compensatory-payments approach is illustrated in figure 2.  Product price is supported at the level PS.  At this price, producers are willing to produce the amount Q1.


In the compensatory-payment approach, the government does not purchase the amount that consumers do not buy at the price support level, PS, as is done in the price support program described above.  Instead, the amount produced (Q1) is sold by producers at whatever price will clear the market (PM).
  A government subsidy of PS - PM per unit of product produced is then paid to producers.  The total subsidy payment is (PS - PM) * QS.  Producers know in advance what price they will get, but not how much of this price will be received through the market and how much through government payments.


Prior to the 1996 farm bill, the compensatory-payment approach was a major component of the cotton, rice, wheat, and feed grain programs, where a “target price” was guaranteed by paying producers the difference between the target price and the market price (or a government established loan rate).  These government outlays were referred to as “deficiency payments.”  Although target prices have been re-introduced in the 2002 farm bill, deficiency payments per se no longer exist, having been replaced by direct payments with new names. 

 History and Operation of Production Control Programs


The Agricultural Adjustment Administration, which was created in the Agricultural Adjustment Act (AAA) of 1933 quickly initiated price supports and production controls for the "basic crops" listed in the Act, including wheat, cotton, corn, tobacco, milk and dairy products.  As indicated previously, the AAA of 1933 was one of many New Deal measures that restricted production, set prices, restricted imports, and so on.  The implementation of these programs marked the turning point from a largely free, to a highly controlled U.S. farm economy.   Below we discuss the evolution of U.S. farm programs since the 1930s.  We divide this evolution into three phases: supply management; surplus problems and export subsidies; and direct payments, and also discuss whether recent changes in farm problems constitute a distinct fourth phase in U.S. farm programs.  For each phase, we discuss the primary policy tools employed, as well as the problems encountered—notably mounting surpluses and increasing treasury costs—that led to further program changes.

The First Phase: Supply Management

The primary policy tools used in the first phase of the evolution of U.S. farm programs were price supports and acreage restrictions.  In this phase, which lasted from 1933 to the mid-1950s, the emphasis was placed on supply management to reduce output as a means of preventing unacceptably large treasury costs.  Under the AAA of 1933, acreage allotments restricted farmers to planting only specified numbers of acres of particular crops such as rice, wheat, cotton, peanuts, and tobacco.  A national acreage allotment for a crop was set at a level that would meet anticipated domestic and export consumption at the support price.  The national allotment was then apportioned among individual farms based on historical plantings of the crop.  Alternative production control measures received a great deal of criticism.  For example, farmers were paid to plow up cotton, and the government, in a widely publicized and much criticized program, bought up pigs and killed them to reduce the supply of pork.


Prices to farmers for the basic crops were guaranteed by the U.S. government by granting producers “nonrecourse loans” on their commodities stored by the Commodity Credit Corporation (CCC).  The CCC, a government agency, was created in 1933 to provide for loans to farmers and storage when production was "too large."  A wheat farmer, for example, could store wheat and obtain a loan from the CCC using the wheat as collateral.  The loan rate per bushel was the support price of wheat.  If the price of wheat fell below the predetermined support price, wheat farmers could satisfy their loan obligations by forfeiting their rights to the commodities held by the CCC.  In such a situation, the CCC had no recourse, other than to assume ownership of the commodity.  Through the years these CCC-held stocks have provided a good measure of surplus production attributable to farm programs.


The initial production controls in the form of acreage allotments, combined with unusually severe droughts in the mid-1930s resulted in lower output of most of the controlled crops during this period.  Total acreage of crops grown, however, changed little as farmers substituted noncontrolled for controlled crops.  Sharp increases occurred, for example, in acreage of soybeans, rice, and sorghum grain.  Moreover, surpluses of corn and other controlled crops soon mounted because of sharp increases in yields as farmers intensified their farming practices on the restricted acreage.  And to the extent that non-controlled crops, such as sorghum grain, were good substitutes for corn as feed for livestock, increases in non-controlled crops further exacerbated surplus problems in the corn market.


The surplus stock problem resulted from the government setting prices above the market level.  As a result, in part, of severe droughts, problems of overproduction and surplus stocks remained manageable from the initiation of the New Deal AAA farm programs in 1933 until World War II.  Production controls were removed during the war as commodity prices increased and stocks were liquidated because of increased war demand.  The postwar economic recovery of war-ravaged Europe and Asia and then the Korean War kept demand strong so that surpluses of U.S. farm products were not a major problem into the early 1950s.  In the mid-1950s, however, high price supports led to mounting surplus problems.  The pace of advancements in agricultural technology quickened following the Korean War and accumulating surpluses led the Eisenhower Administration to launch several new initiatives to cope with the over production.  

Why Supply Management Failed

Supply management failed for two reasons. First, farmers minimized the effect of planting restrictions by taking less productive land out of production and increased use of non-land inputs, such as chemical fertilizers, lime, improved seed, and so on.  Second, other programs worked against the stated policy goal of decreasing farm output. Expanded subsidies for federal research and farmer education along with the institution of new programs to subsidize farm credit also led to further increases in farm output.

The Second Phase:  Surplus Problems and Export Subsidies


As the surpluses of farm products mounted in the 1950s following the end of the Korean conflict, a political consensus emerged that farm programs should be modified. Although measures were instituted at this time to alleviate surpluses, including flexible and lower price supports, land retirement, and programs to increase the demand for farm products, on-going dramatic advances in agricultural technology, along with government subsidies for non-land inputs, continued to lower the market clearing price for farm products throughout the 1950s. 


Continuing surplus problems in this era led to the enactment of the 1956 Soil Bank program, under which farmers were paid to take crop land out of production.  The Soil Bank program represented an alternative to acreage allotments and marketing quotas.  Under this program, sections of farms and entire farms were removed from production for periods ranging from three to fifteen years.  This program was designed both to reduce the output of crops then in greatest surplus, and to shift land out of cultivation and into forage, trees, and so on.  During the period from 1961 to 1972 an average of 12 percent of U.S. farmland was enrolled in the Soil Bank program.
  The annual cost of the program reached a peak of almost $1 billion in 1971.  In addition to cost, other objections to the program were based on its negative impacts on rural businesses and institutions in communities where farmers placed whole farms in the Soil Bank.


In addition to these measures to reduce farm output, beginning in the mid-1950s, government initiatives were launched to increase the consumption of farm products.  A massive government-subsidized export plan, known initially as P.L. 480 and later as Food for Peace, was implemented to encourage the export of price-supported commodities to countries unable to make commercial purchases and to assist agricultural development in less developed countries.  Although this program did provide an additional outlet for U.S. farm products, it is not consistent with open markets and it has had harmful effects on producers in the recipient countries.
  In addition to this subsidized effort to increase foreign demand for farm products, domestic food subsidies–including the school lunch and food stamp program–also were expanded.  These measures to dispose of over-production in a politically acceptable manner, which are discussed in more detail later in this chapter, contributed substantially to the dramatic increase in the costs of government farm programs from the early 1950s to the early 1960s.  

The Third Phase:  Direct Payments

Despite the increasing costs of farm programs, it became apparent that existing price support and acreage control programs were not solving the income problem in agriculture—net farm income, for example, was lower in the early 1960s than it had been a decade earlier.  Direct payments to farmers jumped with the Soil Bank program in 1956 and remained important under succeeding farm bills in 1961, 1965, and 1970.


Direct payments from the government assumed even greater importance with the 1973 farm bill, which implemented for the first time an entirely new system of direct payments—target prices.
  The target price method of supporting prices for wheat, cotton, and feed grains remained in effect for more than twenty years, was discontinued under the 1996 farm bill, and has been revived in a modified form in the 2002 farm bill.  Under the target price system, participating farmers received a government determined target price for their crops.  The farmer either sold the product at the market price (the price at which the quantity supplied by farmers at the target price equals the quantity demanded) or placed it under CCC storage at a specified loan rate.  The government then paid the farmer an amount—known as a deficiency payment—to ensure that the farmer received the target price.
  Direct payments to U.S. farmers reached unprecedented levels in the severe recession of the mid-1980s (figure 1).  When the 1981 farm bill was enacted, the anticipated annual budgetary costs were $1-2 billion.
  Program costs increased sharply—with direct payments reaching nearly $19 billion in 1983 as commodity markets weakened in the early 1980s and price supports remained high.  Although there was a widely held view as the 1985 farm bill was being debated that major changes would be made in farm policy, these expectations were not realized and the changes actually implemented in the 1985 farm bill were relatively minor.  Although a few bells and whistles were added to hold down treasury costs, the basic structure of farm programs remained intact.  Similarly, the 1990 farm bill saw only minor changes.   


Direct payments to farmers remained important in the 1996 farm bill in which farmers who participated in the target price programs were guaranteed "transition payments" for seven years.  Direct payments continue to be important in the 2002 farm bill.  

The 1996 and 2002 Farm Bills: Decoupled Payments—A Fourth Phase?  

For some time after its passage, it was thought the Federal Agricultural Improvement and Reform (FAIR) Act of 1996, commonly referred to as either the 1996 farm bill or the Freedom to Farm Act, represented a sweeping change in direction for U.S. farm commodity programs.  Starting with the Agricultural Adjustment Act in 1933, price and income support payments for wheat, feed grains, and cotton had been linked to a farm’s current production.  Under the 1996 farm bill, annual lump sum payments (known as production flexibility contract payments) were made to producers of these commodities.   These contract payments were linked to past production, but were independent of a producer’s production of these commodities in any given year.  This decoupling of the link between government payments and production was viewed as a landmark change in commodity policy because of the reduced impact of government commodity payments on farmers’ production decisions.  


The FAIR Act also included loan rates for many commodities, including those  designated to receive the lump sum contract payments.  Although the legislated rates were considerably below market prices for a period after the bill was enacted. When market prices fell in the late 1990s, the loan rates became effective.  Because federal payments related to the loan rate program are based on current production, this component of government payments still influences farmers’ planting decisions.
  


At the time the 1996 farm bill was passed, its provisions for decoupled payments, increased planting flexibility to encourage more responsiveness to market conditions, and its declining schedule of contract payments between 1996 and 2002 (see figure 6) were interpreted by some industry participants and observers as an indication that government’s involvement in U.S. agriculture would be ending soon.  In reality, total payments to farmers under the 1996 legislation—including contract payments, conservation, loan deficiency, and disaster aid—were dramatically higher than was specified in the FAIR, largely as a consequence of emergency annual ad hoc assistance legislation enacted in 1998, 1999, 2000, and 2001 (figure 7). 


The 2002 farm bill generally increases the level of government expenditures on a wide variety of farm programs.
  Loan rates for most commodities were increased and marketing loans and loan deficiency payments are continued for wheat, feed grains, and cotton (as well as for a number of other commodities) with all production eligible for these payments.  Annual direct (lump sum) payments are continued for these commodities, with the level of payment based on past production levels.  The fact that farmers have been allowed to update their base acres and program yields using 1998-2001 acreage and yields, however, suggests that current production may influence future government payment levels.  Further, target prices are re-instituted in the 2002 farm bill and producers receive decoupled counter cyclical payments, the magnitude of which vary inversely with market prices.  

Programs for Other Commodities

The preceding discussion describes the evolution of U.S. farm programs for major agricultural commodities (wheat, corn, cotton, and so forth).  There are also federal farm programs for a number of other commodities, including dairy, sugar, tobacco, peanuts, honey, and wool and mohair.
  A common characteristic of these programs is that (with the possible exception of the dairy program) the constituencies supporting the programs are small enough or geographically focused enough that the programs cannot survive with substantial treasury costs.  Moreover, these programs illustrate the public choice argument that small constituencies with large potential benefits will prevail in political markets over larger constituencies with small potential costs.  Thus, peanut, sugar, honey, and tobacco producers can receive thousands of dollars in benefits annually from their programs, while consumers of these products incur a few dollars each in costs annually.  

 Demand Enhancing Programs


A primary purpose of the crop programs was to increase farm incomes and prices.   As demonstrated by figure 1, a simple price support program will result in a surplus and corresponding treasury costs.  One of the most dramatic features of agricultural production in the United States in the past century has been the remarkable rate at which production technology has advanced.  Such advances result in rightward shifts in supply and concomitant increases in treasury costs.  There are three apparent ways to decrease the politically problematic treasury costs illustrated in figure 1—reductions in the level of the price support, reductions in supply, and increases in demand.  Reductions in the level of prices supports have been implemented, but substantial reductions in nominal support levels have been uncommon.
   Supply reductions have been accomplished both by restricting supply directly with production or marketing quotas and by restricting supply indirectly through restrictions on the use of inputs (typically land).   These approaches to controlling treasury costs were discussed in detail above.  Several different programs have been implemented for the purpose of increasing demand.  Some of these programs (food stamps, export subsidies, foreign aid,  and school lunch) were mentioned briefly above. These, and another notable demand enhancing program (the ethanol program) are discussed in more detail below.

Subsidized Food Programs

Government-operated food assistance, or domestic food programs are programs that provide food at no cost or below market prices to targeted groups of consumers.  These programs originated in the 1930s and their scope has increased dramatically since 1970.  While the food-stamp and school-lunch programs are the best known, there are a number of other subsidized food programs.  Below we present a brief history of these programs, describe their major features and discuss a few issues and problems associated with the programs.


The original purpose of food-stamp, school-lunch, and other subsidized food programs was to facilitate the operation of price support programs for farm products.  One view of these programs is that they increased the demand for farm products.  Another view is that they provided politically acceptable means of disposing of surpluses acquired in conjunction with product price supports. The first of these programs involved the purchase in the 1930s by the Federal Surplus Commodities Corporation (FSCC) (in cooperation with the Agricultural Adjustment Administration) of surplus agricultural commodities for direct distribution to the unemployed and their families.  


Surplus commodities have been used in various ways over the years, with three major pieces of legislation providing the cornerstone for the  funding of food assistance programs. Section 32, an amendment to the Agricultural Adjustment Act of 1933, provides for the appropriation of thirty percent of the import duties imposed on all commodities for use by the secretary of agriculture to encourage exports and the domestic consumption of “surplus” agricultural commodities.  Under this program, meats, fruits, and vegetables have been purchased with Section 32 funds and donated to school lunch and breakfast programs.  Dairy products, rice, peanuts, wheat, and other price-supported products have also been purchased and donated to schools and other nonprofit agencies under Section 416 of the 1949 Agricultural Act.  Finally, Section 6 of the National School Lunch Act of 1946 provides additional authorization for the purchase of agricultural commodities to be donated to schools and service institutions.
 


Programs involving cash subsidies are an alternative to direct donation programs as a means of subsidizing food consumption.  The importance of government donated commodities relative to cash subsidies has decreased over time in the United States, largely as a result of dramatic increases in cash subsidy programs since the mid-1960s. The food-stamp program is the largest of the cash subsidy programs.  There is now an array of frequently overlapping federal food assistance programs, but the following discussion  mainly focuses on  the food-stamp and school-lunch programs.


Food Stamps

The food-stamp program of the 1930s grew out of dissatisfaction with earlier direct food distribution programs, which reduced regular market food purchases and afforded no choice to recipients of the commodities received.  In the initial food-stamp program, low-income families received stamps that allowed them to buy food at reduced prices.   The initial food-stamp program ended during World War II, but was resumed after the war.  Permanent food-stamp legislation was enacted in 1964.


The food-stamp program is the major food assistance program in the United States, accounting for about two-thirds of all food assistance spending.  Outlays on the food stamp program continue to increase.  Preliminary estimates for 2002 suggest that about 19 million people received food stamps at a cost of roughly $20.5 billion.
   Before 1979, recipients were required to pay a portion of the value of food stamps.  In 1979, the purchase requirement was eliminated and food-stamps now are provided free to qualified recipients.


There are various issues and problems associated with the food stamp program.  One issue relates to the magnitude of the impact of the program on food expenditures.  Research suggests that for each dollar spent on food stamps, food expenditures increase by 20 to 45 cents. This is because food stamp recipients, to some extent, substitute food stamps for food purchases they would have made without the food stamps.  The numbers above suggest that the billions of dollars spent on food stamp programs have a relatively small effect on the demand for food—they probably increase total food expenditures by less than two percent.
  


An important problem that has plagued the food stamp program from the beginning is abuse of the system.  The USDA estimated that twenty-five percent of the $260 million in food stamp coupons distributed during the period from 1939 to 1943 were misused.
   Misuse of food stamps continues to be a major problem—the GAO found that as recently as 1993, overpayments of food stamp benefits totaled almost $2 billion.
  To a considerable extent, these problems are  due to inaccurate information provided by food stamp recipients (particularly regarding their incomes) to those administering the program.  Methods that have been discussed for dealing with these problems include the implementation of electronic benefit transfer systems and replacing food stamp (and other special assistance programs) with a single cash payment for individual participants.


School-Lunch Program

The school-lunch program was also begun in connection with surplus disposal activities of the FSCC in the 1930s.  Food donations to schools dropped off during World War II but a permanent program was established under the National School Lunch Act of 1946.  Both the scope and cost of the school lunch and other nutrition programs for children have increased dramatically since that time.  Annual federal expenditures on the school-lunch program were less than $100 million in 1947.  By 2002 , federal outlays for school-lunch, school-breakfast, and other child nutrition programs had increased to more than  $10 billion. 


Under the school-lunch program, both a cash subsidy and a donated food subsidy are provided for all lunches.  More than half of the students receive meals free or at greatly reduced prices.  Indeed, of the estimated 28  million participants in 2002 , 13.6  million received free school lunches.
   The per meal subsidy, including commodities, was recently estimated to be

 $.36  for “paid” school lunches, $2.46  for free lunches, and $2.05  for reduced price lunches.
  


The operation of the National School Lunch Program poses a number of problems and issues.  First, successful application of producer pressure to use the program as a means of surplus disposal influences what schools serve in their lunches.  Surplus products such as cheese, butter, and honey are not likely to be the foods that schools would prefer to have.


Second, there are problems related to USDA dietary guidelines and minimum nutrient requirements for school lunches.  When a Clinton Administration study found that school lunches substantially exceeded the government’s dietary guidelines for saturated fat and sodium, regulations were changed and now school meals must comply with the dietary guidelines.
  USDA mandates for more fruits and vegetables on school menus are controversial and politically sensitive because any increase in fruits and vegetables at the expense of beef and other meats is harmful to the meat industry. 


Third, the federal subsidy in school lunch programs is an important public policy issue that has received little public attention.  As indicated above, all school lunches are subsidized to some extent.  The subsidization of school lunches, particularly for children from upper- and middle-income families, remains an important public policy issue.  Why should the public at large, including low-income taxpayers, be taxed to provide school lunches at subsidized prices for those who can afford to pay?


Other Food-Assistance Programs

The 1964 permanent food-stamp legislation led to a tremendous expansion of subsidized food programs, not only in food-stamp and school-lunch programs, but also in other food programs targeted toward child nutrition and nutrition for the elderly.  Total food assistance increased from $1 billion in 1969 to about $39  billion in 2002.
  According to the USDA’s Food and Consumer Service’s 1997 Mission Statement, one out of six people in the United States receives domestic food assistance.
  As with the programs discussed above, an important public policy issue related to many of these programs is the provision of food assistance to individuals in middle and upper income families.  

Export Subsidies and Foreign Aid 

The price support and production control programs instituted during the 1930s, in which domestic prices were held above world price levels, resulted in the chronic accumulation of surplus stocks.  To reduce the surpluses that result from price support and production control programs, there has been pressure over the years to subsidize exports.  Such subsidies effectively increase the demand faced by producers in the export market.  Export subsidies began with an amendment to the 1933 AAA—Section 32—which, as discussed above, authorized the use of import tariff revenues to subsidize agricultural exports and domestic consumption of “surplus” commodities.
  Subsidized exports using Section 32 funds have been relatively limited except for a period during and immediately after World War II.  Between 1936 and 1976, less than ten percent of Section 32 funds were allocated to subsidizing agricultural exports (most Section 32 funds have been spent on subsidized food programs, mainly the School Lunch program).

Credit Programs including Public Law (PL) 480


Public Law 480, which was a component of the Agricultural Trade Development and Assistance Act of 1954 (the 1954 farm bill), is commonly called the Food for Peace program.  PL 480 was designed to reduce the CCC stocks acquired through price support programs.  Under Title I of this legislation, long-term sales to foreign buyers are made with repayment periods of up to 40 years at low interest rates.  Under Title II, food is donated to people in foreign countries in response to malnutrition, famine, and so on.  The food is donated by the U.S. government and is mainly distributed through private voluntary organizations, cooperatives, or international organizations.


The PL 480 program has led export subsidies to become strongly embedded in U.S. farm policy.  During the 1950s and 1960s concessionary sales under government programs, including PL 480, often accounted for as much as one-third of export sales.
  The gross taxpayer cost of financing such exports from 1955 to 1979 was about $40 billion.
  PL 480 expenditures during the 1980s and 1990s typically have been somewhat less in real terms—running from $1 billion to $2 billion per year.  In recent years, the United States has used targeted export subsidies as opposed to the general subsidies used in the 1950s and 1960s.


Another program that has had substantial impacts on U.S. exports of farm products has been the Export Credit Guarantee Program.  This legislation guarantees payment to U.S. lenders should a foreign buyer fail to repay any loan used to purchase U.S. agricultural commodities.  From 1982 to 1986, the USDA provided about $22 billion in export credit guarantees.
  These programs increase exports to buyers where credit is necessary to make sales but where financing may not be available without CCC guarantees that payments will be made.  Currently, the USDA provides about $4 billion annually in export credit guarantees.  Under the 1996 and 2002 farm bills, at least $1 billion of direct credit and credit guarantees must be targeted annually to “emerging markets” that are taking steps toward market-oriented economies.



Although U.S. foreign food aid programs in the past provided a means of disposing of surplus crops, their nature has changed in recent years.  With the advent of the 1996 farm bill, the federal government’s role in storing farm commodities for the purpose of supporting farm incomes and prices has been greatly reduced.  Currently, the government purchases crops directly from farmers, even though there are no longer any program-induced surpluses.  USDA estimates the total value of U.S. food aid to be about $1.5 billion in 2004, and the value of all direct export subsidies (which includes such subsidies as export credit guarantees and market development programs in addition to food aid) to be in excess of $6 billion.
  


There has been a great deal of controversy about the impact in the recipient countries of PL 480 and other programs that encourage U.S. exports.  The increase in supply available to recipient countries reduces prices received by local farmers, which leads to decreases in output and makes local farmers worse off.  Thus, in the long run, U.S. export subsidies may reduce availability of domestically grown food in the recipient countries and aggravate rather than alleviate hunger problems.

The Ethanol Program
   

Following the Arab oil embargo of 1973 and the resulting increases in oil and gasoline prices, politicians looked for methods of encouraging the development of domestic, renewable sources of energy.  One approach adopted was through legislation that provided subsidies for biomass derived fuels.  The primary fuel of this type was gasohol, a mixture of ninety percent gasoline and ten percent ethanol.
  The ethanol subsidy was in the form of exemptions from federal excise taxes, which have been in the range of $.50 to $.60 per gallon of ethanol ($.05 to $.06 per gallon of gasohol).  The aggregate value of the ethanol subsidy amounted to more than $7.1 billion between 1979 and 1995 and was projected by the General Accounting Office to equal another $3.3 billion between 1996 and 2000.


The impact of the subsidy can be understood in the context of figure 2.  Suppose that the commodity market depicted there is for corn.  Until 1996, the corn market was regulated with a target price program.  Referring back to the earlier discussion of such programs, price received by farmers is PS, with PM coming from market sales and PS - PM coming from the government in the form of deficiency payments.  Total farm income is PSQ1.  The impact of the ethanol program was to provide a new use for corn, thereby increasing the demand for corn.  Evidence suggests that in many (if not most) years, the increase in demand was not sufficiently large to cause the supply and demand curves to intersect at a price above the target price.  The effect of the ethanol program was thus to increase the market price of corn and to decrease deficiency payments and treasury costs.  The program, however, had little or no effect on the incomes of corn farmers.


Why then, did corn producers lobby in support of the ethanol program?  Johnson and Libecap argue that producers benefitted from ethanol subsidies because they made a portion of the transfer from taxpayers less visible.  Deficiency payments are highly visible—the government writes checks to eligible producers.  This visibility creates political problems for farm programs, especially when large checks are written to large farmers and to high profile individuals and corporations.  Replacing these payments with the benefits arising from ethanol subsidies had (and continues to have) political benefits for corn producers. 

Conclusions/Political Economy Issues


Since the 1930s, farm programs have been used to support the incomes of U.S. farmers.  Supporters of these programs have walked a fine line in transferring income to farmers without unacceptably high treasury costs.  Technological advances in agriculture have increased commodity supply, thereby increasing surpluses and treasury costs.  Similarly, producers have been ingenious in finding ways to increase their production in response to the incentives presented to them by farm programs, further increasing surpluses and treasury costs.


The history of U.S. farm programs illustrates several concepts and models that have been developed in the public choice literature, three of which are discussed briefly below.  First, the argument that small constituencies with large potential benefits will tend to prevail in political markets over larger constituencies with small potential costs provides insights into the political economy of farm programs.  Peanut, sugar, honey, and tobacco producers on average have received thousands of dollars in benefits annually from their programs, while consumers of these products incur a few dollars each in costs annually.  


Second, economic models of regulation suggest that for a given industry, a political equilibrium will be established that balances at the margin competing interests of consumers, producers, and taxpayers.
  Shocks to the industry result in adjustments to a new political equilibrium.  The history of U.S. farm programs, both from an overall perspective and at the level of individual programs, can be interpreted as the outcome of such an equilibrating process, where the driving force behind program changes has been rightward shifts in supply that increase costs to taxpayers.
  


Third, the historical pattern of USDA activities is consistent with public-choice theory.  In the classic expansion pattern of a bureaucracy, the USDA, having outgrown the area it was originally designed to aid, has maintained and increased its constituency base by expanding from production agriculture into tangential areas such as urban nutrition, rural recreation, community facilities, and so on. 


Fourth, U.S. agricultural programs provide an excellent example of the transitional gains trap and associated problems.  The value of government price support programs, for example, gets capitalized into such asset prices as land and marketing quotas. Producers operating when a program is implemented (or when a price support is unexpectedly increased) receive windfall gains.  Producers who enter the industry later receive no windfall gains from the price support program because the prices they pay for assets (and associated production costs) reflect the value of the government program.  Thus, the gains from government programs are transitional.  Moreover, once a price support program is begun, there is no way to abolish the program without imposing windfall losses on asset owners—many of whom are not the ones who received the original windfall gain.  This transitional gains trap problem, where the value of the right to produce is capitalized into asset prices and results in higher production costs, is inherent in price support programs of all types. 

Table 1  USDA Expenditures and Employment, 1929-1998.

	Year
	USDA Expenditures
	USDA Employment

	
	Total outlays

($ billions)
	% of total budget
	% of net farm income
	Per farm

($)
	Per farm worker

($)
	Total

( thousands)
	Per thousand farm workers
	Per thousand farms

	1929
	0.2a
	5.2
	2.5
	27
	 13
	24.4
	2
	4

	1935
	1.2
	16.2
	21.4
	175
	94
	85.1
	7
	12

	1940
	1.6
	22.3
	29.7
	259
	144
	81.9
	7
	13

	1945
	2.3
	2.3
	16.9
	386
	226
	82.0
	8
	14

	1950
	3.0
	7.4
	18.8
	549
	298
	84.1
	8
	16

	1955
	4.6
	7.2
	34.3
	996
	553
	85.5
	10
	18

	1960
	5.4
	7.1
	47.0
	1,368
	768
	98.7
	14
	25

	1965
	6.9
	5.9
	54.0
	2,068
	1,237
	113.0
	20
	34

	1970
	8.4
	4.3
	61.0
	2,847
	1,860
	116.0
	26
	39

	1975
	15.6
	4.7
	61.0
	6,170
	3,583
	121.0
	28
	48

	1980
	34.8
	5.9
	214.7
	14,259
	9,388
	129.1
	35
	53

	1985
	55.5
	5.9
	192.8
	24,219
	17,819
	117.8
	38
	51

	1990
	46.0
	3.7
	102.7
	21,443
	15,916
	122.6
	42
	57

	1995
	56.7
	3.7
	157.4
	25,799*
	16,473
	103.8
	30
	47

	1998
	53.9
	3.2*
	122.3
	24,628*
	15,970*
	107.1
	32
	49*


*Preliminary

Sources:  USDA and total budget outlays for years 1929-1960 from U.S. Department of Commerce, Statistical Abstract of the United States—later years from OMB, Historical Tables, Budget of the U.S. Government. Agricultural employment and net farm income from Economic Report of the President. Number of farms from various issues of USDA, Agricultural Statistics. USDA employment from Statistical Abstract and USDA Office of Budget and Program Analysis, Budgetary Tables.
aMore than fifty percent of expenditure was for road construction, an item not reported in later USDA budgets.
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Figure 1.  Direct Government Payments, 1933-2002.
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Figure 2: Price support programs
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Figure 3:    Production flexibility contract payments under FAIR and deficiency payments, 1987-1995

Source: Provisions of the Federal Agriculture Improvement and Reform Act of 1996, USDA, ERS, AIB Number 729, p.6.
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    Figure 4: Direct Government Payments to agricultural producers


       and farm owners, U.S., 1982- 2001(calendar years)

Source: http://www.econ.ag.gov/briefing/farmincome/fore/file.htm
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		Direct Government Payments to agricultural producers and farm owners

		Year		Dollars (millions)				Deflated (1996, base)

		1933		131				12.2

		1934		446				44.0

		1935		573				57.7

		1936		278				28.3

		1937		335				35.6

		1938		445				45.9

		1939		764				77.8

		1940		723				74.7

		1941		543				59.9

		1942		650				77.3

		1943		644				80.7

		1944		776				99.5

		1945		742				97.7

		1946		772				114.0

		1947		314				51.3

		1948		257				44.4

		1949		186				32.1

		1950		283				49.4

		1951		286				53.5

		1952		275				52.3

		1953		213				41.0

		1954		257				50.0

		1955		229				45.3

		1956		554				113.3

		1957		1015				214.5

		1958		1088				235.4

		1959		682				149.2

		1960		703				156.0

		1961		1493				335.0

		1962		1746				397.1

		1963		1696				390.0

		1964		2179				508.6

		1965		2463				585.6

		1966		3277				801.4

		1967		3078				776.0

		1968		3463				910.7

		1969		3793				1,046.4

		1970		3717				1,080.1

		1971		3145				959.9

		1972		3962				1,260.6

		1973		2607				876.0

		1974		530				194.1

		1975		807				323.1

		1976		734				310.5

		1977		1818				818.5

		1978		3030				1,461.3

		1979		1376				718.9

		1980		1285				733.0

		1981		1933				1,205.5

		1982		3492				2,313.6

		1983		9296				6,402.7

		1984		8431				6,022.8

		1985		7705				5,677.9

		1986		11814				8,897.7

		1987		16747				12,991.8

		1988		14480				11,614.9

		1989		10887				9,065.8

		1990		9298				8,044.0

		1991		8215				7,365.7

		1992		9168				8,420.3

		1993		13402				12,604.4

		1994		7879				7,564.4

		1995		7279				7,140.7

		1996		7340				7,340.0

		1997		7495				7,641.0

		1998		12380				12,776.6

		1999		21513				22,521.6

		2000		22896				24,473.4

		2001		20727				22,678.6

		2002		10961				12,129.5

		Source: http://www.ers.usda.gov/data/farmincome/finfidmu.htm

		Government payments to the farm sector by program for the United States,

		from 1933 through 2002, total payments

		Amounts include only  cash payments made directly to farmers, not including Farmer-owned Reserve Payments





deflator

		United States Implicit Price Deflator (with GDP figures).

		Source : U.S. Bureau of Economic Analysis

		http://www.econstats.com/deflator.xls

				Implicit Price Deflator.  Index at 1996=100

		Year

		1929		12.6				0.1261

		1930		12.1				0.1215

		1931		10.9				0.1089

		1932		9.6				0.0961

		1933		9.3				0.0935

		1934		9.9				0.0988

		1935		10.1				0.1006

		1936		10.2				0.1018

		1937		10.6				0.1061

		1938		10.3				0.1030

		1939		10.2				0.1018

		1940		10.3				0.1033

		1941		11.0				0.1103

		1942		11.9				0.1190

		1943		12.5				0.1253

		1944		12.8				0.1282

		1945		13.2				0.1317

		1946		14.8				0.1477

		1947		16.3				0.1635

		1948		17.3				0.1728

		1949		17.3				0.1726

		1950		17.4				0.1745

		1951		18.7				0.1870

		1952		19.0				0.1900

		1953		19.2				0.1925

		1954		19.4				0.1944

		1955		19.8				0.1978

		1956		20.5				0.2046

		1957		21.1				0.2113

		1958		21.6				0.2163

		1959		21.9				0.2188

		1960		22.2				0.2219

		1961		22.4				0.2244

		1962		22.7				0.2274

		1963		23.0				0.2300

		1964		23.3				0.2334

		1965		23.8				0.2378

		1966		24.5				0.2446

		1967		25.2				0.2521

		1968		26.3				0.2630

		1969		27.6				0.2759

		1970		29.1				0.2906

		1971		30.5				0.3052

		1972		31.8				0.3182

		1973		33.6				0.3360

		1974		36.6				0.3662

		1975		40.0				0.4004

		1976		42.3				0.4230

		1977		45.0				0.4502

		1978		48.2				0.4823

		1979		52.2				0.5225

		1980		57.0				0.5704

		1981		62.4				0.6236

		1982		66.3				0.6625

		1983		68.9				0.6888

		1984		71.4				0.7144

		1985		73.7				0.7369

		1986		75.3				0.7531

		1987		77.6				0.7758

		1988		80.2				0.8021

		1989		83.3				0.8327

		1990		86.5				0.8651

		1991		89.7				0.8966

		1992		91.8				0.9184

		1993		94.0				0.9405

		1994		96.0				0.9601

		1995		98.1				0.9810

		1996		100.0				1.0000

		1997		101.9				1.0195

		1998		103.2				1.0320

		1999		104.7				1.0469

		2000		106.9				1.0689

		2001		109.4				1.0942

		2002		110.7				1.1066





1933-1973

		1933		1933

		1934		1934

		1935		1935

		1936		1936

		1937		1937

		1938		1938

		1939		1939

		1940		1940

		1941		1941

		1942		1942

		1943		1943

		1944		1944

		1945		1945

		1946		1946

		1947		1947

		1948		1948

		1949		1949

		1950		1950

		1951		1951

		1952		1952

		1953		1953

		1954		1954

		1955		1955

		1956		1956

		1957		1957

		1958		1958

		1959		1959

		1960		1960

		1961		1961

		1962		1962

		1963		1963

		1964		1964

		1965		1965

		1966		1966

		1967		1967

		1968		1968

		1969		1969

		1970		1970

		1971		1971

		1972		1972

		1973		1973



nominal payments

real payments

Year

MIllions of Dollars

Government Payments 1933-1973

131

12.246643461

446

44.0460870866

573

57.6697789373

278

28.2900911854

335

35.5584430584

445

45.8526807085

764

77.7952407305

723

74.6812480881

543

59.8869254875

650

77.3308823529

644

80.6779061691

776

99.4616416778

742

97.7180653162

772

113.9924277649

314

51.3287405525

257

44.4148717949

186

32.1053581791

283

49.3815368196

286

53.4940223679

275

52.2518942404

213

40.9943259537

257

49.958020913

229

45.2873541319

554

113.3305310354

1015

214.488987591

1088

235.3778435362

682

149.2224234584

703

155.9987377456

1493

335.0041529605

1746

397.0797626895

1696

390.0220041629

2179

508.5991919902

2463

585.6385339277

3277

801.4054531371

3078

776.0359701357

3463

910.684775396

3793

1046.4363834911

3717

1080.0908049189

3145

959.9066987587

3962

1260.6363636364

2607

875.9757724208



1933-2002

		1933		12.246643461

		1934		44.0460870866

		1935		57.6697789373

		1936		28.2900911854

		1937		35.5584430584

		1938		45.8526807085

		1939		77.7952407305

		1940		74.6812480881

		1941		59.8869254875

		1942		77.3308823529

		1943		80.6779061691

		1944		99.4616416778

		1945		97.7180653162

		1946		113.9924277649

		1947		51.3287405525

		1948		44.4148717949

		1949		32.1053581791

		1950		49.3815368196

		1951		53.4940223679

		1952		52.2518942404

		1953		40.9943259537

		1954		49.958020913

		1955		45.2873541319

		1956		113.3305310354

		1957		214.488987591

		1958		235.3778435362

		1959		149.2224234584

		1960		155.9987377456

		1961		335.0041529605

		1962		397.0797626895

		1963		390.0220041629

		1964		508.5991919902

		1965		585.6385339277

		1966		801.4054531371

		1967		776.0359701357

		1968		910.684775396

		1969		1046.4363834911

		1970		1080.0908049189

		1971		959.9066987587

		1972		1260.6363636364

		1973		875.9757724208

		1974		194.0790436692

		1975		323.0845166977

		1976		310.4906649349

		1977		818.5392082982

		1978		1461.2815611477

		1979		718.9117485393

		1980		732.9972045951

		1981		1205.4974905397

		1982		2313.5662390991

		1983		6402.6713948912

		1984		6022.7773196251

		1985		5677.9075055535

		1986		8897.6660239497

		1987		12991.7798079597

		1988		11614.8772062056

		1989		9065.7835037471

		1990		8043.9710788771

		1991		7365.7409681865

		1992		8420.301627907

		1993		12604.4381106108

		1994		7564.3847326374

		1995		7140.7300697261

		1996		7340

		1997		7640.9593725106

		1998		12776.6185993489

		1999		22521.6455523067

		2000		24473.3790706608

		2001		22678.58664426

		2002		12129.4503331603



Dollars in Millions

nominal payments

real payments

Year

131

446

573

278

335

445

764

723

543

650

644

776

742

772

314

257

186

283

286

275

213

257

229

554

1015

1088

682

703

1493

1746

1696

2179

2463

3277

3078

3463

3793

3717

3145

3962

2607

530

807

734

1818

3030

1376

1285

1933

3492

9296

8431

7705

11814

16747

14480

10887

9298

8215

9168

13402

7879

7279

7340

7495

12380

21513

22896

20727

10961
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