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OPTIONS FOR THE 1985 FARM BILL: AN
ANALYSIS AND EVALUATION

1. Introduction

The 1985 Farm Bill will be drafted during a period for agriculture and U.S.
domestic and world economies quite different than existed when the 1981 Farm
Bill was enacted. In determining the parameters of policies and programs
associated with these four year agricultural legislative packages, there is a
tendency to focus almost exclusively on specific commodity markets. This
attention to specific commodity markets has resulted frequently in legislation
with outcomes for agriculture quite inconsistent with the intentions of the
parties to the policy making process. For example, the 1981 Farm Bill set into
motion policies designed to serve expanded export markets resulting from
domestic and foreign economic growth and favorable exchange rates. Loan rates
and target prices were indexed to expected inflation rates as well. If there is a
lesson to be learned from this and previous experiences with farm legislation, it
is that impacts of farm programs should be evaluated across commodity markets,
for the agricultural sector, and under different sets of economic conditions for
the U.S. and economies in major exporting and importing countries.

The importance of considering program options in a broadened context,
abstracting from current economic and political pressures is especially apparent
for the 1985 Farm Bill. There is increasing evidence of significant financial
stress in agriculture due to high interest rates, falling land prices, and relatedly,
commodity prices affected by slowed economic growth and high exchange rates.
In addition, there is an ongoing realignment of world commodity markets
affected by technological change, the debt situation in developing countries, and
responses of competitors to the relatively high U.S. commodity prices dictated
by past farm legislation. In short, there is an important excess supply situation
in U.S. agriculture that has developed based on past commodity policies and
current domestic and world economic conditions. Each of these essentially
exogenous factors has implications for the design of the 1985 Farm Bill.
However, in the analysis and design of the 1985 Farm Bill, care must be taken to
insure that the policies and programs implemented are not opportunistic methods
of addressing short term agricultural problems generated by external factors
that may change rapidly.

Obviously, the debate for the 1985 Farm Bill will be intense. For this
reason, it is especially important that systematic, quantitative evaluations of
representative options for the farm bill be available. These systematic and
quantitative evaluations can provide structure for the debate about the 1985
Farm Bill and focus the attention of the decision process not only on outcomes
for particular commodity markets but for agriculture, in general, and
performance measures for agriculture that are consistent with broader
objectives for the U.S. economy. In addition, the full quantitative analysis under
alternative conditions in the domestic economy for the U.S. and in the economies
of major exporters and importers will help to indicate the sources of current
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agricultural problems and the corrective capacity of measures proposed for
addressing these problems. It is the objective of the present paper to contribute
to the 1985 policy debate by providing complete and explicit quantitative
evaluations of four major agricultural policy options.

2. Four 1985 Farm Bill Options

The four policy options selected for analysis and evaluation are intended to
be representative of themes evidenced in the numerous proposals that have been
made already for the 1985 Farm Bill. Specifically, the process in selecting the
options has been one of reviewing alternative proposals and sorting them by
essential features of the proposed legislation. Then, based on a review of these
suggestions, "stylized" options for the 1985 Farm Bill have been developed. The
intent has been to select these four options so that they can be used with modest
interpolations to address the wide ranging set of proposals for the 1985 Farm
Bill.

The specific options to be evaluated are termed 1) the baseline, 2) the
market option, 3) the expanded export baseline, and 4) the 80 percent of parity
option. Brief descriptions of the themes for these options in terms of policy
parameters and factors external to agriculture are provided below. Generally,
they are consistent with those indicated by the titles.

- The "Base Line": A continuation of the current policy under moderate
to positive conditions for the U.S. and world economies with minimum
loan and target rates set at 1984/85 levels.

- The "Market Option": A minimum government intervention policy
under moderate to positive conditions for the U.S. and world
economies and with loan rates moving more toward world market
prices and an elimination of the target price.

- The "Expanded Export Baseline": A continuation of the current policy
under more optimistic conditions for the U.S. and world economies and
with minimum loan and target rates set at 1984/85 levels.

The "80 Percent of Parity Option": Farm prices set at 80 percent of
parity, production controls through a mandatory quota system to set
retail prices consistent with farm price parity levels, and moderate to
positive conditions for U.S. and world economies.

These four policy options were evaluated with the large scale econometric
model of the Food and Agricultural Policy Research Institute (FAPRI). Specific
sets of program parameters consistent with the general themes of the policy
options are specified for each major commodity market. Implications of these
policies are evaluated across commodity markets and for the livestock sector.
Finally, the outcomes for the these policies in major commodity markets are
related to farm income, government costs, and the consumer price index. The
evaluation includes an analysis of commodity program impacts not only within
the domestic U.S. economy but for import and export markets as well.
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3. FAPRI Policy Model

The FAPRI annual agricultural policy model has components for each of
the major commodities. These :include livestock: beef, pork, and poultry, and
for crops: feed grains (corn, sorghum, oats and barley), soybeans, wheat, rice,
and cotton. The econometric models for the commodity components include
behavioral relationships for production, stocks, exports, imports, final
consumption and, if appropriate, consumption of the commodities as
intermediate products. Each commodity model can be operated on a "stand
alone basis" or integrated into a larger system with other commodity
components. Sketches of the structures for the hog and corn models are
represented in Figures 1 and 2.

The commodity components are linked for the policy analysis exercises as
shown in Figure 3. These linkages between the commodity markets are designed
to reflect the simultaneity of price determination processes in U.S. agriculture.
For example, livestock prices condition the demand for feed grains while feed
grain prices, in turn, influence investment and production decisions for livestock
and correspondingly, livestock prices. These linkages across commodity markets
are especially important for policy evaluation. For example, government
policies for the major commodity markets in the U.S. are only for crops. Thus,
to evaluate fully the policies, linkages to the livestock markets must be included.

In addition to the commodity components, the FAPRI policy model has farm
income and government components. The farm income component utilizes
output for the major commodity components, along with simplified information
on the specialized commodities and farm expenses, to generate estimates of
gross farm income, net farm income, and other sector-wide performance
measures. The government component estimates costs by commodity program
and total budget exposure. In addition, this component calculates additional
information reflecting the extent of government intervention in agriculture.

The dimensions of the FAPRI model are, by necessity, relatively large.
First, the model resides on an extensive set of predetermined or exogenous
variables. These variables reflect the U.S. domestic economy, the world
economy, climatic conditions, and other determinants of prices in agricultural
commodity markets. These conditioning or predetermined variables are
presently over 1,100 in number. The number of endogenous variables or variables
determined by the model is 325; 130 for livestock, 110 for crops, with the
remainder for farm income and government cost. The model has 250 behavioral
equations and 75 identities. To indicate more specifically the size of the
commodity components, the pork model illustrated in Figure 1 has 17 behavioral
equations while the corn model illustrated in Figure 2 has 12 behavioral
equations. For the policy evaluation exercises reported subsequently, the model
was estimated from annual data for the period 1961-1982.

There are a number of key structural parameters in the FAPRI agricultural
policy model. A complete review of these parameters and the model
specification is not within the purview of the present discussion. However,
selected parameters that will contribute to the transparency of subsequent
analyses of policy options are provided in Table 1. Observe from Table 1 that
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the short term export elasticities evaluated at mean 1961 to 1982 prices are
relatively inelastic for the FAPRI model. Generally, short term elasticities are
under 1 in absolute value, while the longer term elasticities are near I. Selected
domestic retail demand elasticity estimates utilized in the model are also listed
in Table 1. Again, they are evaluated at the means for the sample period. The
remainder of the elasticity estimates presented in Table 1 are for stocks,
acreages, and income. Generally, the response estimates in Table 1 are
relatively conservative compared to those developed in models not as
comprehensive as the FAPRI model. Finally, these elasticity estimates should be
regarded as indicators of the structure implicit in the model. We have taken
liberties in defining "representative values" reported.

4. Policy Evaluation Process

The policy evaluation process is an exercise conducted with the estimated
FAPRI agricultural policy model and additional information related to:

- Initial conditions for the agricultural sector,
- Projections of conditioning factors for agriculture from the U.S.

economy,
- Projections of factors affecting imports and exports,
- Assumptions on parameters for implementing the policies.

The policy exercises are, of course, implicitly forward looking. For this reason,
the conditioning factors for agriculture from the U.S. economy and for imports
and exports and the parameters for the four policy options must be specified or
projected over the evaluation period. For the present exercise, this period is
1984/85 to 1989/90, six years. Initial conditions are specified implicitly by
calibrating the model to the 1983/84 crop year. The sequences of policy
parameters are constructed to specialize the four program options. It will be
shown in Section 5 that implementing these four policy options requires highly
structured sets of assumptions on target prices, loan rates, stock levels, and
other policy parameters.

Satellite Structure

The policy analysis with the FAPRI model incorporates a satellite
hypothesis. Specifically, variables reflecting the U.S. general economy and
foreign economics are taken as predetermined or determined outside the policy
evaluation model. Policy parameters for the four alternatives are introduced in
.the period of reference. Then, the agricultural policy model is solved annually
and sequentially over the evaluation period. After the agricultural policy model
is solved, performance variables of interest are calculated. These performance
variables are in three general categories:

market
government
industry or sector
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The satellite relationship of the FAPRI agricultural policy model, the
implementation of the policy regimes and the generation of the performance
variables, are illustrated in Figure 4.

The approach utilized in implementing the policies was to calculate
government costs as a residual. Specifically, market prices dictated by the
parameters for the policies were maintained by reduced acreage and paid
diversion programs. Supply levels required to achieve prices consistent with the
four policy options were obtained with these two policy instruments and
government stocks. Government stocks targets were imposed, based on long
term relationships between domestic U.S. production and consumption levels.
The assumption underlying the imposed stocks target was that the "system" over
the past had been rational. When the policy instruments were implemented to
achieve prices required by the program options, government costs were
generated. The supply control instruments impact substitution relationships
across commodities through the acreage equations. Program participation rates
or acreage levels and supply levels were determined using implied prices for
participation in government programs and, as well, models external to the FAPRI
agricultural policy model that generated break-even prices for representative
firms.

The Process

The solution to the FAPRI policy model and the rolling of the annual
solutions of the model through the policy evaluation period involves a sequence
of steps. At each point in this sequence, temporally current information is
introduced, the model is rolled forward, and the results are crosschecked with
those from previous annual solutions. That is, there is crosschecking as the
annual sequential solution progresses to determine if the model is producing
consistent and plausible results. This aspect of the solution process necessarily
requires judgmental input. Thus, the policy evaluation exercise is not conducted
within a "black box" or with a "push-button" model.

Step One in the process is to identify the general economic assumptions for
the U.S. and foreign economies. These assumptions, for the present exercise, are
drawn from other sources. Assumptions on exchange rates, economic growth,
interest rates, and other factors must be implicitly consistent. That is, the
values for the projection period must be consistent with relative values for these
variables experienced in the past by the U.S. and world economies and with a
particular model. The Congressional Budget Office, Wharton Econometrics and
other private and public .groups produce sets of these projections. For• the
present exercise, projections from these two organizations were utilized. It is
important to emphasize that utilizing these projections as predetermined and the
operation of the model on a satellite basis ignores potentially important
potential feedbacks to general price levels and the general economy from
agriculture.

Step Two involves the development of the foreign sector projections. This
requires both the use of the external information driving the model and
structural equations in the FAPRI agricultural policy model. For the major
exporters and importers, general economy assumptions on economies and
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projections for the future are from Wharton Econometrics. Partial reduced form
equations from the FAPRI agricultural policy model are then applied to estimate
anticipated exports and/or imports. The result is a trade component in the
model that is partly predetermined and partly from a partial reduced form
estimation.

Step Three in the evaluation entails specifications of policy parameters for
each commodity market, loan rates, target prices, government costs, reduced
acreage programs, paid diversion parameters, and other factors. These factors
are described in detail in Section 5. However, some "tuning" of the way the
policies are implemented occurs as the policy evaluation exercise evolves. That
is, it is difficult to specify the parameter values for a particular policy option
several years into the future and attain required prices and other performance
variables without first experimenting with alternative parameter values in the
model.

Step Four is to align the annual solutions to the FAPRI agricultural policy
model. There are, in fact, three functions for this process. First, the
information on exports and imports is incorporated into the model. Then,
general economic assumptions are utilized to condition the demands for the
livestock sector. The livestock sector demands for feed grains and the demands
for wheat and other crops commodities are then determined provisionally for the
U.S. and foreign markets. With these provisionally determined livestock
demands and associated feed use requirements, the crops portion of the model is
incorporated. The crops portion of the model generates supplies of commodities
consistent with the policy assumptions, the model structure, and effects of the
exogenous conditioning variables. The policy parameters are then adjusted to
achieve prices, stocks, and other market variables consistent with the policy
prescriptions. The final solution is attained by iterating between the livestock
and crops components, adjusting to achieve the parameters prescribed by the
policy.

Step Five of the evaluation involves iterating forward from the base year
over the policy analysis period. Specifically, in each year, a sequence indicated
by the above four steps is repeated. For each year, consequences for the policy
are evaluated relative to the outcomes in previous years. Thus, the "solution
process" for the model is not simultaneous and does not involve a general
optimization within the model. Instead, it is sequential, with judgment exercised
to introduce policy parameters that "balance" impacts across the years and
maintain levels for performance variables that are consistent with those
prescribed by the policy. This sequence of steps and the iterative process is
illustrated in Figure 5.

5. Policy Alternatives

The four policy options to be evaluated in the present exercise were
identified broadly in Section 2. The present discussion .will compare and contrast
these policy options and relate them to more general policy goals and objectives
for the agricultural sector. Implications are developed for three sets of
performance measures indicated in Section 4: government, commodity markets,
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and the industry. Expanded analyses of these policies could be directed to
assessments of income transfer, risk, food security, price levels, program
adaptability, the structure of the agricultural sector, resource use and
conservation, and political stability.

Details on the four policy options for major agricultural commodity
markets selected for analysis are listed below. The list contains highlights for
comparing and contrasting the policies. A tabular summary of the policy
alternatives is presented in Table 2. The entries in Table 2 have been abstracted
from the values used in the evaluations. Actual values for the parameters, loan
rates, target prices, reductions in acreage, government costs, and other features
are provided in the sections in which the policies are evaluated and in Appendix
A.

Baseline

This policy through 1989/90 requires parameters for program operation on
loan and target rates, PL-480 shipments, government stocks and acreage control
instruments. The following criteria have been utilized in establishing the
program parameters used to implement the baseline.

• Loan rates and target price minimums set at 1984/85 levels.

• Upward adjustment in loan and target price to reflect 5 year moving
average farm price with high-low prices removed for feed grains,
wheat and rice.

• Cotton loan rate set at the lower of 85 percent of the preceding 3-
year average domestic price or 90 percent of the average price in
northern Europe with a minimum of 55 cents a pound.

• Soybean loan established at 75 percent of the simple average of prices
received by farmers over the preceding 5 marketing years--excluding
the high and low years--with a minimum level of $5.02 per bushel.

Target prices at a constant percentage of loan rates, 1984/85 as the
base.

* Reserve programs for feed grains and wheat with reserve entry price
set at the loan rate. No limit on level of reserves. Exit at current
levels, plus a provision to allow grain to stay in FHR and not default to
CCC.

* Paid diversion and reduced acreage control programs implemented if
stocks exceed long term average levels.

* Base acreages for all crops maintained at 1984/85 levels.
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Market Option

This program maintains minimum government support and corresponding
levels of market intervention. Loan rates are adjusted up or down according to a
fixed percentage of a moving average market price. The price support is insured
by government acreage programs, when necessary, however participants receive
no deficiency or diversion payments. -• Government CCC stocks are released when
the market prices reach 105 percent of the floating loan rate for non-reserve
commodities. Program participants have the option of defaulting CCC loans for
bottom side price protection.

• Loan rates for feed grains, cotton, wheat and rice set at 80 percent of
the five year average market price where maximum and minimum
years have been removed.

• Base acreage used for loans and supply control based on 5 year moving
average of actual planted acres.

Target prices eliminated.

• Participants are insured the loan rate by access to the 9 month non-
recourse loan with the CCC.

* PL-480 and AID program maintained but not exceeding levels for the
1981 farm program.

Expanded Export Baseline

This program is identical to the baseline except in the assumptions on
factors conditioning the export markets for agricultural commodities. That is,
the policy parameters and instruments are the same as those for the baseline.
Export market possibilities are enhanced. This is accomplished by an artificial
assumption of lower exchange rates and higher economic growth in the developed
foreign economies. Details for these external assumptions are provided in
Section 8.

80 Percent of Parity

The 80 percent of parity option was implemented with mandatory quotas
required to restrict supply at the retail level to assure farm prices consistent
with the parity assumptions. Import restrictions were assumed to be imposed as
well. Government stocks existing at the imposition of the program were phased
down to appropriate long term levels.

* 80 percent parity prices mandatory for all livestock and crop
commodities.

• Mandatory government supply controls with quotas or marketing
certificates based on long term historical production.
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• Parity index adjusted according to input costs except for feeder cattle
and feed prices.

• Import restrictions to prevent foreign producers from undercutting
prices in U.S. markets.

• Production on any portion of the land base, i.e., no long term land
retirement.

• Program implemented at beginning of the 1986/87 crop year with
immediate adjustments in all livestock and crop sectors.

6. The Baseline Option

This program evaluation traces the continuation of the 1981 Farm Bill from
1984/85 through 1989/90. Details on commodities markets evaluated are
contained in commodity balance sheets in Appendix A. Commodity market
results highlighted in this summary of the outcome for the baseline option are
for corn, soybeans, wheat, cotton and rice for crops and beef, pork and poultry
for livestock. Ths sequence of the presentation of conditioning information and
the analysis is as described in Section 4.

General Economic Assumptions

The assumptions for the general economy are in data provided in Table 1 of
Appendix B. The bulk of these assumptions align with the July 1984
Congressional Budget Office forecast. Key factors in this forecast that impact
directly on agriculture include:

Federal government deficit moving from $175 billion in FY84 to $263
billion by FY89.

• Growth in the nominal GNP falling from a high of 11.5 percent in 1984
to a low of 7.9 percent in 1989. In real terms, the GNP (in 1972

• dollars) projected to grow at 7.3 percent in 1984, falling to 3.6 percent
in 1985, and averaging about 3 percent per year through 1989.

• Civilian unemployment declining from 7.3 percent in 1984 to 6.3
percent in 1989.

• 3-month T-bill rates declining from 10 percent in 1984 to 9.7 percent
in 1985, and holding at 8.9 percent through 1989.

• Dollar devaluing in 1985, through the remainder of the projection
period. Total fall of 18 percent from current levels, with the biggest
decline in 1986.
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Foreign Projections and Assumptions

Alignment with the international markets necessitates an evaluation of
competitive production potential, foreign demand growth, foreign farm programs
and political implications. For the baseline, foreign economic growth is
reflected by the expected movement in real gross domestic products of major
developed, underdeveloped and centrally planned economies. These forecasts or
projections are contained in Table 2 of Appendix B. The average growth rates
per year projected for the next five years:

• Japan, 3.6 percent
• Europe, 2.0 percent
• Developing countries, 3.9 percent
• Centrally planned economies, 3.1 percent

Supply levels for major foreign production regions were generated from
regression models designed to estimate planted areas. These equations include
as explanatory variables internal prices, world market conditions, and rates of
exchange. Yields were projected using simple trend analysis. This analysis,
together with the consumption projections, shows that foreign export demand is
not likely to expand sufficiently rapidly to sustain significant growth in U.S.
commodity exports. The potential dollar devaluation may change these
projections. However, even with the projected economic expansion, it is unlikely
the current 1.5 to 2.5 percent per year livestock herd growth would increase
significantly. Foreign production of competing grains will keep pace with
demand growth, resulting in increased competition from other producers for
traditional and non-traditional foreign markets for U.S. commodities.

U.S. Crop and Livestock Markets

These evaluations are based on the FAPRI agricultural policy model.
International and domestic projections are fed into the econometric model to
determine livestock demands for feed grains. Policy parameters along with the
model structure determine equilibrium prices and other market related variables.

Crops 

Wheat (Table 3)

Strong government control programs are required throughout the
forecast moving acreage from a low of 78.8 million in 1985/86 to a
high of 83.1 in 1989/90.

• Domestic demand remains at around 1.0 billion bushels the trended
increase in food use is offset by declining feed use.

• Export demand reaches 1.82 billion bushels by 1989/90 with year over
year increases of approximately 50 million bushels. Commercial
exports to increase at about 20 million bushels per year from 1985/86
on. The modest export growth is due to strong foreign supplies, a
highly valued dollar and the heavy debt load of underdeveloped
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countries. Exports to centrally planned economies increase by
approximately 30 million bushels per year during the same period.

• Prices remain in the $3.40 per bushel range, increasing to $3.72 by
1989/90.

• Returns to producers over variable production cost are around $50-$55
per acre but decline throughout the period.

Corn (Table 4)

• Acreage control . programs are required throughout the evaluation
period; 10 percent reduced acreage in 1985/86 and 1986/87 with 10
percent reduced acreage and 10 percent paid diversion in 1987/88,
1988/89 and 1989/90.

• Domestic use increases from 5.1 billion bushels in 1984/85 to 5.8 in
1989/90, 2.7 percent per year reflecting the 3 percent growth forecast
for real GNP.

• Export demand increases moderately from 2.1 billion bushels in
1984/85 to about 2.3 billion in 1989/90. Foreign grain competition,
moderate growth in foreign livestock economies, a relatively strong
dollar and competition from the U.S. soybean industry are major
factors contributing to this slow rate of growth.

• Prices in the $2.60's through 1986/87 and increasing to $2.90,
reflecting the stronger acreage control programs in 1987/88-1989/90.

• Prices reach the release rates during the crop years 1988/89 and
1989/90.

• Returns to producers over variable production cost are around $90-110
per acre.

Soybeans (Table 5)

Bean/corn price ratio holding soybean acreage below 70 million until
1989/90.

• Domestic soybean demand in-creases at approximately 2 percent per
year from 1.1 billion bushels in 1984/85 to 1.24 billion bushels in
1989/90.

• Exports increases at about 5.6 percent per year from 780 million
bushels in 1984/85 to around 1,000 million in 1989/90. Export levels
reflect strong foreign competition for the soybean complex, a strong
dollar and a moderate rate of growth in foreign livestock economies.

• Prices at the lower $6.00 per bushel level increasing to $6.62 per
bushel by 1987/88 and at the $6.82 per bushel level by 1989/90.



T
a
b
l
e
 4

F
A
P
R
I
 P
O
L
I
C
Y
 P
R
O
J
E
C
T
I
O
N
S
,
 C
O
R
N
:
 T
H
E
 1
9
8
1
 F
A
R
M
 P
R
O
G
R
A
M
 C
O
N
T
I
N
U
A
T
I
O
N
 (
B)
, 
T
H
E
 M
A
R
K
E
T

O
P
T
I
O
N
 (
M
)
,
 T
H
E
 E
X
P
A
N
D
E
D
 E
X
P
O
R
T
S
 O
P
T
I
O
N
 W
I
T
H
 B
A
S
E
L
I
N
E
 P
A
R
A
M
E
T
E
R
S
 (
E)
,

A
N
D
 8
0
 P
E
R
C
E
N
T
 P
A
R
I
T
Y
 P
R
I
C
E
S
 W
I
T
H
 M
A
R
K
E
T
I
N
G
 Q
U
O
T
A
S
 (
P
)

Va
ri

ab
le

/Y
ea

r

U
S
D
A
 

F
A
P
R
I

P
r
o
g
r
a
m

O
p
t
i
o
n
 

1
9
8
3
/
8
4
 

1
9
8
4
/
8
5
 

1
9
8
5
/
8
6
 

1
9
8
6
/
8
7
 

1
9
8
7
/
8
8
 

1
9
8
8
/
8
9
 

1
9
8
9
/
9
0

Pl
an
te
d 
A
c
r
e
s
 

B
 

6
0
.
2
 

7
9
.
8
 

8
1
.
9

(M
il
li
on
s 
of

 A
c
r
e
s
)
 

N4
 

__
 

__
 

__

E
 

__
 

-
-

P
__
 

__
 

__

8
2
.
0
 

7
8
.
0
 

7
6
.
9

8
1
.
8
 

8
1
.
7
 

8
1
.
5

8
2
.
0
 

8
2
.
6
 

7
8
.
4

5
7
.
0
 

5
7
.
0
 

5
7
.
3

7
6
.
3

8
1
.
3

8
1
.
7

5
8
.
0

D
o
m
e
s
t
i
c
 U
s
e
 

B
 

4
,
6
9
1
 

5
,
0
7
4
 

5
,
4
4
3
 

5
,
6
0
4
 

5
,
5
1
2
 

5
,
6
2
2
 

5
,
7
7
4

(M
il
li
on
s 
of
 B
u.

) 
M
 

__
 

__
 

__
 

5
,
6
9
0
 

5
,
7
0
0
 

5
,
8
3
7
 

5
,
9
8
0

E
 

__
 

__
 

__
 

5
,
6
7
4
 

5
,
5
5
6
 

5
,
6
1
4
 

5
,
7
4
6

P
 

 
5
,
4
3
6
 

4
,
6
1
5
 

4
,
6
8
3
 

4
,
7
3
8
 

4
,
9
4
3

To
ta
l 
E
x
p
o
r
t
s

(M
il
li
on
s 
of

 B
u.

)
1
,
8
5
6

2
,
1
2
1
 

2
,
0
8
1
 

2
,
1
3
5
 

2
,
1
5
1
 

2
,
2
2
4
 

2
,
2
6
4

__
 

2
,
1
6
1
 

2
,
2
2
8
 

2
,
3
8
5
 

2
,
4
5
6

__
 

2
,
2
6
1
 

2
,
4
4
1
 

2
,
6
2
1
 

2
,
8
0
1

__
 

1
,
6
3
7
 

1
,
4
9
9
 

1
,
4
1
4
 

1
,
3
7
3

To
ta
l 
C
a
r
r
y
o
v
e
r
 

B
 

7
4
0
 

1
,
0
7
3

(M
il
li
on
s 
of
 B
u.

) 
M
 

•
•
•
 .
.
.
 

.
1
0
 .
.
.

E
.
.
.
 •
•
•
 

.
.
.
 .
0

P
...

.. 
-
-

F
a
r
m
 P
ri
ce
 

B
 

3
.
2
0
 

2
.
6
8

(D
ol
la
rs
 p
er

 B
u
.
)
 

M
 

__
 

__

E
 

__
 

__

1
,
3
8
4

1
,
3
9
1

1
,
6
1
4
 

1
,
6
5
7
 

1
,
5
2
4
 

1
,
2
5
5

1
,
4
7
9
 

1
,
6
2
0
 

1
,
5
7
5
 

1
,
4
1
8

1
,
4
1
7
 

1
,
5
7
7
 

1
,
2
0
5
 

9
7
7

1
,
0
5
9
 

8
9
9
 

8
9
9
 

9
0
0

2
.
6
4
 

2
.
6
3
 

2
.
8
7
 

2
.
9
0
 

2
.
9
2

2
.
5
3
 

2
.
4
9
 

2
.
4
2
 

2
.
6
6

2
.
6
7
 

2
.
8
6
 

2
.
9
4
 

2
.
9
5

2
.
6
2
 

4
.
7
1
 

4
.
9
1
 

5
.
0
8
 

5
.
2
3



T
a
b
l
e
 4
-
C
o
n
t
i
n
u
e
d

Va
ri

ab
le

/Y
ea

r

U
S
D
A
 

F
A
P
R
I

P
r
o
g
r
a
m

O
p
t
i
o
n
 

1
9
8
3
/
8
4
 

1
9
8
4
/
8
5
 

1
9
8
5
/
8
6
 

1
9
8
6
/
8
7
 

1
9
8
7
/
8
8
 

1
9
8
8
/
8
9
 

1
9
8
9
/
9
0

L
o
a
n
 R
a
t
e
 

B
 

2
.
6
5
 

2
.
5
5
 

2
.
5
5
 

2
.
5
5
 

2
.
5
5
 

2
.
5
5
 

2
.
5
5

(D
ol

la
rs

 p
er
 B
u
.
)
 

M
 

__
 

__
 

__
 

2
.
1
3
 

2
.
1
3
 

2
.
0
9
 

2
.
0
4

E
 

__
 

__
 

2
.
5
5
 

2
.
5
5
 

2
.
5
5
 

2
.
5
5

P
__
 

__
 

-
-

No
np

ar
ti

ci
pa

nt
 

B
 

1
0
1
.
4
7
 

1
1
9
.
6
5
 

1
1
7
.
1
8
 

1
0
8
.
5
2
 

1
3
0
.
2
5
 

1
2
9
.
8
3
 

1
2
8
.
7
2

R
e
t
u
r
n
s
 o
ve

r 
M
 

__
 

__
 

__
 

9
6
.
8
3
 

8
7
.
8
6
 

7
5
.
2
4
 

9
8
.
7
5

Va
ri

ab
le

 C
o
s
t
s
 

r
__

 
__

 
__

 
1
1
2
.
7
6
 

1
2
9
.
2
7
 

- 
1
3
4
.
6
7
 

1
3
2
.
0
5

(D
ol
la
rs
 p
er

 A
c
r
e
)
 

P
 

__
 

__
 

1
1
4
.
5
2
 

3
7
3
.
5
0
 

3
9
7
.
5
5
 

4
1
9
.
2
3
 

4
3
8
.
3
9

G
o
v
e
r
n
m
e
n
t
 C
o
s
t
*
 

B
 

1
,
7
9
1
 

2
,
2
6
5
 

2
,
1
5
7
 

1
,
3
6
5
 

1
,
4
4
6

(M
il
li
on
s 
of

 $
)
 

M
 

__
 

6
0
1
 

6
0
1
 

6
0
1
 

6
0
1

E
 

__
 

2
,
2
1
1
 

1
,
6
0
9
 

1
,
8
0
0
 

6
9
2

P
 

__
 

3
5
1
 

2
1
1
 

11
1 

(
3
1
6
)

*
F
A
P
R
I
 e
st
im
at
es
 o
f 
c
r
o
p
 y
ea
r 
co

st
s.

 
N
o
t
 c
on

si
st

en
t 
wi
th
 A
S
C
S
 e
st

im
at

es
 o
f 
fi

sc
al

 y
ea
r 
co

st
s.



T
a
b
l
e
 5

F
A
P
R
I
 P
O
L
I
C
Y
 P
R
O
J
E
C
T
I
O
N
S
,
 S
O
Y
B
E
A
N
S
:
 T
H
E
 1
9
8
1
 F
A
R
M
 P
R
O
G
R
A
M
 C
O
N
T
I
N
U
A
T
I
O
N
 (
B)
, 
T
H
E
 M
A
R
K
E
T

O
P
T
I
O
N
 (
M
)
,
 T
H
E
 E
X
P
A
N
D
E
D
 E
X
P
O
R
T
S
 O
P
T
I
O
N
 W
I
T
H
 B
A
S
E
L
I
N
E
 P
A
R
A
M
E
T
E
R
S
 (
E)
,

A
N
D
 8
0
 P
E
R
C
E
N
T
 P
A
R
I
T
Y
 P
R
I
C
E
S
 W
I
T
H
 M
A
R
K
E
T
I
N
G
 Q
U
O
T
A
S
 (
P
)

Va
ri
ab
le
/Y
ea
r

U
S
D
A
 

F
A
P
R
I

P
r
o
g
r
a
m

O
p
t
i
o
n
 

1
9
8
3
/
8
4
 

1
9
8
4
/
8
5
 

1
9
8
5
/
8
6
 

1
9
8
6
/
8
7
 

1
9
8
7
/
8
8
 

1
9
8
8
/
8
9
 

1
9
8
9
/
9
0

Pl
an
te
d 
A
c
r
e
s
 

B
 

6
3
.
1
 

6
8
.
2
 

6
7
.
6
 

6
7
.
0
 

6
7
.
2
 

6
7
.
8
 

7
1
.
5

(M
il

li
on

s 
of

 A
c
r
e
s
)
 

M
 

__
 

__
 

__
 

6
6
.
8
 

6
8
.
3
 

7
0
.
6
 

7
3
.
2

E
 

__
 

__
 

6
7
.
0
 

6
7
.
7
 

7
1
.
3
 

7
2
.
9

P
 

__
 

__
 

__
 

3
9
.
1
 

4
0
.
7
 

4
1
.
2
 

4
1
.
4

D
o
m
e
s
t
i
c
 U
s
e
 

B
 

1
,
0
6
6
 

1
,
1
3
2
 

1
,
1
6
6
 

1
,
1
8
9
 

1
,
1
9
8
 

1
,
2
1
2
 

1
,
2
3
5

(M
il
li
on
s 
of

 B
u.

) 
M
 

__
 

__
 

__
 

1
,
1
9
4
 

1
,
2
1
6
 

1
,
2
3
9
 

1
,
2
5
4

E
 

__
 

__
 

__
 

1
,
1
9
9
 

1
,
2
0
8
 

1
,
2
2
4
 

1
,
2
4
7

P
 

__
 

__
 

1
,
1
2
3
 

8
2
3
 

8
2
9
 

8
4
0
 

8
5
6

To
ta

l 
E
x
p
o
r
t
s
 

B
 

7
4
0
 

7
8
0
 

8
2
1
 

8
6
8
 

9
0
8
 

9
5
5
 

1
,
0
0
0

(M
il
li
on
s 
of
 B
u.

) 
M
 

__
 

__
 

8
7
0
 

9
2
8
 

9
8
6
 

1
,
0
2
9

E
 

__
 

__
 

__
 

8
7
6
 

9
3
1
 

9
8
6
 

1
,
0
4
0

P
 

__
 

__
 

8
0
6
 

5
5
5
 

5
1
3
 

5
2
0
 

5
3
2

To
ta

l 
C
a
r
r
y
o
v
e
r
 

B
 

1
7
5
 

1
6
4
 

2
4
1
 

2
2
4
 

1
8
3
 

1
2
0
 

1
2
8

(M
il

li
on

s 
of
 B
u.

) 
M
 

__
 

__
 

__
 

2
0
9
 

1
6
5
 

1
3
3
 

1
4
6

E
 

__
 

__
 

__
 

2
0
6
 

1
4
8
 

1
5
3
 

1
5
2

P
 

__
 

__
 

3
0
0
 

1
9
8
 

1
9
8
 

2
0
8
 

2
1
0

F
a
r
m
 P
ri

ce
 

B
 

7
.
7
5
 

6
.
2
7
 

5
.
9
8
 

6
.
1
3
 

6
.
6
3
 

6
.
9
7
 

6
.
8
2

(D
ol

la
rs

 p
er
 B
u.

) 
M
 

__
 

__
 

__
 

6
.
0
4
 

6
.
1
7
 

6
.
2
2
 

6
.
5
1

E
 

__
 

__
 

__
 

6
.
2
0
 

6
.
7
4
 

7
.
4
2
 

7
.
4
5

P
 

-
-
 

-
-
 

6
.
5
7
 

1
1
.
4
3
 

1
1
.
9
3
 

1
2
.
3
5
 

1
2
.
7
2
 

'



T
a
b
l
e
 5
-
C
o
n
t
i
n
u
e
d

Va
ri
ab
le
/Y
ea
r

U
S
D
A
 

F
A
P
R
I

P
r
o
g
r
a
m

O
R
t
i
o
n
 

1
9
8
3
/
8
4
 

1
9
8 4
/ 8
5
 

1
9
8
5
/
8
6
 

1
9
8
6
/
8
7
 

1
9
8
7
/
8
8
 

1
9
8
8
/
8
9
 

1
9
8
9
/
9
0

L
o
a
n
 R
a
t
e
 

B
 

5
.
0
2

(D
ol
la
rs
 p
er
 B
u
.
)

O
M
 
O
M

5
.
0
2

5
.
0
2
 

5
.
0
2
 

5
.
0
2
 

5
.
0
2
 

5
.
0
2

4
.
5
7
 

4
.
5
7
 

4
.
6
2
 

4
.
6
1

5
.
0
2
 

5
.
0
2
 

5
.
0
2
 

5
.
0
2

1
1
.
 

•
•
•

No
np

ar
ti

ci
pa

nt
 

B
 

1
1
9
.
9
8
 

9
1
.
8
0

R
e
t
u
r
n
s
 o
v
e
r
 

M
 

__
Va

ri
ab

le
 C
o
s
t
s
 

E
 

-
-

(D
ol

la
rs

 p
er

 A
c
r
e
)
 

P
 

__
 

__

G
o
v
e
r
n
m
e
n
t
 C
o
s
t
*

(M
il

li
on

s 
of
 $
)

9
5
.
5
9

1
1
4
.
0
3 0

9
3
.
2
3
 

1
0
5
.
1
3
 

- 
1
1
2
.
6
3
 

1
0
5
.
5
4

9
0
.
6
3
 

9
0
.
8
9
 

8
9
.
0
9
 

9
5
.
5
4

9
5
.
4
8
 

1
0
8
.
6
9
 

1
2
6
.
8
9
 

1
2
5
.
4
8

2
8
6
.
8
1
 

3
0
1
.
6
3
 

3
1
4
.
2
9
 

3
2
6
.
1
4

•
•
•

•
•
•
 •
•
•

•
•
•

*
F
A
P
R
I
 e
s
t
i
m
a
t
e
s
 o
f 
c
r
o
p
 y
ea
r 
co
st
s.
 
N
o
t
 c
on

si
st

en
t 
wi
th
 A
S
C
S
 e
st
im
at
es
 o
f 
fi

sc
al

 y
ea
r 
co
st
s.



27

• Returns to producers over variable production cost are around $90-111
per acre.

Cotton (Table 6)

• Acreage projected to remain at 11.5 million through 1987/88, then
increasing to 12.0 million by 1989/90. Strong acreage control
programs are required.

• Domestic use grows with the general economy, ranging from 1.5 to 3.5
percent per year, with total mill use at 6.40 million bales by 1989/90.

Export growth at an average of 2.5 percent per year reaching 7.1
million bales by 1989/90. Expected strong supplies in China, Pakistan
and USSR, a strong U.S. dollar and moderate expansion in foreign
economies contribute to this export projection.

• Prices reflect the excess supply capacity remaining near $.60 per
pound until 1987/88 and increasing to $.70 per pound by 1988/89.

Rice (Table 7)

Production controls necessary throughout the projection period holding
acreage between 2.8 to 3.0 million through 1989/90, approximately 1.2
million below the 1984/85 ASCS base.

• Domestic use follows economic and population growth, with both food
and brewery use increasing by 2.2 percent per year. Wheat domestic
non-feed consumption grew by only. 1.1 percent per year, indicating a
continuance of the past trends toward increased consumption.

• Export growth at about 1.5 to 1.6 percent per year reflecting the
growing competition from Thailand and the $5.00 to $7.00 per
hundredweight U.S./Thailand price differential. U.S. prices will have
to drop sharply for export trade to increase. Rice price at Rotterdam
averaged $527 per metric ton for U.S. exports in 1983 compared with
$369 per metric ton for Thai exports, roughly a $7.20 per cwt.
differential.

* Rice prices increase moderately from $8.54 per cwt. in 1985/86 to
$9.43 per cwt. in 1989/90. Most of the price strength is associated
with production controls.

Livestock

Beef (Table 8)

• Beef production is projected to decline in 1985 and 1986 reflecting
inventory increases, decreasing from 23.5 billion pounds in 1984 to
around 22.2 billion in 1986. The expansion cycle reaches a peak of
23.5 billion pounds by 1990, regaining levels attained in 1983. Current
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