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Decouple in 
the Long Run 
by Rudy Boschwitz 
United States Senator 

One of the thorniest patches 
we have to pick through in 
developing agricultural poli
cies is fmding a way not only 
to deal with farmers' prob
lems for the next growing 
season but address their fu-
ture as well. 

We have made substantial changes in agricultural policy 
nearly every year in this decade. That does not serve farmers 
well, and it leads inevitably to farmers spending more time 
worrying about government programs, and how to work 
them, than to thinking about how to make money through 
the market. 

So, while I do not like many aspects of the current pro
grams, I am not advocating severe changes in farm policy 
over the next two years or so. I'd like to let us work through 
this farm bill-which, despite its flaws, does many of the 
right things for agricultural policy-before we adopt a new 
approach. 

Large Changes May Be Needed 
When we do revisit farm legislation, though, large changes 

may be necessary to reform our farm programs and make 
them more sensitive to markets and the government's 
budget. We need a farm policy that takes care of the future, 
too. 

For 50 years, federal farm programs have stimulated pro
duction of certain crops by providing income and price sup
port for those who participate in such programs. At the same 
time, farm policy has tried to prevent overproduction of 
those crops by requiring farmers to set aside certain portions 
of their land. 

But farmers have always been able to outsmart that ap
proach through technology and careful selectiop. of lands for 
set-asides. The programs have led to a spiral of more inten
sive prodUction, higher price supports, higher production, 
higher set-asides and then higher price supports again. All 
this is done in an effort to prevent the lower prices that 
would result from high production incentive. 

Break the Link. To reform agricultural poliCies for the long 
run, we need to break the link between income support and 
the requirement that farmers plant a certain crop. The ap
proach that I first suggested in 1985 with Senator David 
Boren of Oklahoma would break that link and put us on a 
road toward market-sensitive agricultural production and 

Continued on page 8 

I q,m not advocating severe 
clJanges in farm policy over the 
next two years or so. 
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Time for New 
Directions 
by Tom Harkin 
United States Senator 

When I first came to Con
gress and began serving on 
the Agriculture Committee, 
one of my senior colleagues 
at that time told me the key 
to political survival is to vote 
against every farm bill . 

Indeed, farm policy is a 
convoluted and contentious process and sometimes it's far 
easier to stay in the stands and criticize than to take an active 
part in the debate. 

Nevertheless, in this time of farm crisis and despair, those 
of us with legislative responsibility have an obligation to 
honestly evaluate the problem and attempt to solve it. 

We ought to examine the potential (or actual) record of a 
farm policy in light of its effect on three key indicators: (1) 
U.S. exports and international trade, (2) the structure of our 
agricultural system, and (3) the American consumer. 

U.S. Trade and Agriculture 
A stated key objective of the 1985 Food Security Act was 

to improve the competitiveness of U.S. agricultural exports 
through the use of lower loan rates for feed grains and oil
seeds, marketing loans for rice and cotton, and an aggressive 
export enhancement program. At the same time, farm in
comes are to be protected by a costly program of fixed target 
prices and deficiency payments. 

This drive for exports raises two fundamental questions: 
What level of market share can the United States realistically 
expect to accomplish? And, in what sense does a nation gain 
by increasing export volume at the expense of lower com
modity prices (with or without increased federal subsidies)? 

u.s. Market Share. Since 1981 , U.S. agricultural exports 
have fallen more than one-third in volume and 40 percent in 
value. Despite projected increases in export volumes for our 
major commodities in 1987, revenues remain stagnant. 

To put the current situation in perspective: In 1981 , feed
grain export revenues were $10.5 billion, while this year's 
projection is for $4.6 billion. Similarly, projected 1987 wheat 
export revenues of $3 .7 billion compare to $8 billion in sales 
in 1981. 

Indeed, the 55 percent share of world grain exports cap
tured by the U.S. in the peak year of 1980/81 was the result 
of a combination of very favorable conditions for U.S. agri
cultural trade that are not likely to be repeated. 

Prospects for expanding the U.S. share of world agricul
Continued on page 10 

The time has come for a new 
direction in our 
agricultural policy. 
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Decouple in the Long Run 
Continued from page 5 

pricing. We call 
it "decoupling." 

The goal of 
decoupling is 
to make the 
farmer's plant
ing decision en
tirely neutral 
from the gov

ernment program. Total decoupling 
would mean that the farmer would 
produce crops solely -according to mar
ket signals while still receiving a declin
ing level of income support from the 
government. 

Four Conditions. Several conditions 
must be met before the planning deci
sion becomes neutral. 

-The income support payment 
(which we call a transition payment) 
must be made relative to an historic 
measure of base and yield. New farms 
created by clearing land or splitting up 
farms to avoid a payment limit would 
not be able to receive payments. In ad
dition, higher yields would not be re
warded with subsidies. 

-The payment must be indepen
dent of what is planted in the current 
year. The farmer can grow whatever 
he wants-or nothing at all-and still 
get the payment. Some protection 
would be given to producers of non
program crops, but that protection 
would be reduced as income supports 
decline for program crops. 

-The amount of the payment must 
be known in advance so that the 
farmer can depend on it. The transi
tion payment, therefore, cannot be like 
the deficiency payment, which gets 
smaller as the market price rises above 
the loan rate. If the payment is not re-

Tbegoalof 
decoupling is to 

make the farmer's 
planting decision 

entirely neutral from 
the government 

program. 
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Rudy Boschwitz is Senator from the State of Minnesota. 

duced when the price rises, the farmer 
will benefit from market price im
provement above the loan rate. In 
other words, you have to give farmers 
a taste for the market by giving them 
the "up side of the market." 

-There must be no annual acreage 
reduction requirement as a condition 
for getting the payments. Currently, 
program crops have acreage reduction 
requirements ranging from 0 to 35 per
cent. Unless these requirements are 
eliminated, the farmer's planting deci
sion would be skewed toward the 
crop with the lowest set-aside. The 
conservation reserve program could 
remain in place as a way to preserve 
our resources and as a safety valve on 
production. 

If these conditions are met, it would 
be straightforward and justifiable to 
phase down the government's in
volvement in agriculture. The income 

support payments could be reduced 
on a set schedule over a period of 
years, as supply and demand came 
back into balance and prices im-
proved. 

Costs 
Initially, the program would cost 

more than current programs, but 
would decline to levels that are less 
than the current law. To make the pro
gram attractive to farmers and to elicit 
a real market response, the loan rates 
in this program would need to be very 
10w-$1 a bushel on corn Qr less, and 
correspondingly low rates on other 
crops. The transition payments would 
have to be fairly lucrative in order to 
have an income above variable costs 
equal to what it is under current pro
grams. The overall effect from decou
pling ~e income support from plant
ing requirements in this way would be 
to eliminate the production incentive 
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that currently comes from the target 
price and loan rates. 

Farmers might 
choose to leave a lot 
of land idle if they 
were free to do so. 

Advantages 
An interesting conclusion from the 

decoupling concept, given the current 
low market prices, is that farmers 
might choose to leave a lot of land idle 
if they were free to do so. In other 
words, economics could balance sup
ply and demand where government 
intervention cannot. This becomes 
clear when we contemplate corn 
prices in rural Minnesota between 
$1.00 and $1.20 per bushel. Yet, the 

Third Quarter 1987 

variable costs of production are 
roughly $135 per acre. If a farmer gets 
a yield of 100 bushels per acre, at a 
dollar a bushel, the crop is worth $100 
per acre, and the producer will have 
lost $35 per acre on every acre 
planted. The producer would have a 
higher income by leaving the land idle 
and taking a transition payment that is 
at or above the variable cost of produc
tion. 

But our present program makes the 
producer sustain that $35 loss in order 
to be eligible for a deficiency payment 
of about $100 per acre. This farmer 
would have a $35 increase in income 
per acre if he planted nothing and was 
still able to receive his deficiency pay
ment. 

Permit Supply Adjustment. Fewer 
acres might be planted under my plan, 
but that would be because of eco
nomic forces taking land out of pro
duction, not an arbitrary government 
program. It would allow farmers to 
make a significant supply adjustment 
by their own choice and then bring 
land back into production when con
ditions impr.ove. Such a program 
would allow for much more efficient 

resource use than is now happening. 
Our best land and best producers 
would be free to produce, while pro
ducers with high costs and/or low 
yields would be free to refrain from 
planting on all of their acres. 

Compatibility With Free Trade. An
other Significant point about decou
piing is that it would make our domes
tic programs much more compatible 
with free trade in agriculture. Making 
these changes would complement our 
efforts in international trade talks. Not 
only would our programs be in the 
best interest of the U.S. domestically, 
but we would have fashioned a system 
of income subsidies which have little 
effect on production. Thus, it would 
cause fewer trade distortions than cur
rent programs. Moving our domestic 
poliCies in this direction could well in
crease our leverage at international 
trade negotiations. 

It would make our 
domestic programs 

much more 
compatible with free 
trade in agriculture. 

Use Our Infrastructure. Decoupling 
would also allow us to use to the fullest 
extent our infrastructure and transpor
tation advantages. These industries 
supply the vast majority of the agricul
turally based jobs in this country and 
often are forgotten in the farm debate. 

Finally, while a good deal of lip serv
ice is paid to the "independence" of 
farmers, government programs have 
actually made them terrifically ' depen
dent. The government controls how 
much money farmers make and how 
many acres of each crop they plant. 
We need a program that allows farmers 
to use their own intelligence and savvy 
to master the marketplace. m 
For a copy of a question and answer 
pamphlet on 'Decoupling, ' write to 
Senator Rudy Boschwitz, United 
States Senate, Washington, D. C. 
20510. 
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