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DISEQUILIBRIA

FEDERAL EXPENDITURES
FOR FARM PROGRAMS

A Historical Picture Since 1950

—— by Carl Zulauf, Luther Tweeten,
and Tom Jackson

> Those who favor continued large program payments to
farmers will do well to keep the 1990 farm policy debate
focused on the sector and to avoid, if at all possible, a
focus on subsidies on a per farm basis. Over time the num-
ber of farmers have declined. And while current farm pro-
gram payments, as a whole, compare favorably with some
earlier years, the per farm payments remain very high.

The specter of $26 billion spent on farm programs during fiscal
year 1986 still haunts the farm policy debate even though pro-
gram expenditures have declined. Furthermore, pressure from
Gramm-Rudman-Hollings to reduce the federal budget deficit
combined with pres-
sure to fund other ini-
tiatives, such as the
savings and loan
bailout, child care,
drug enforcement,
and toxic waste clean-
up, means farm pro-
grams could be target-
ed for future cuts.
Given the potential
importance of the
budget to the 1990
farm bill debate, it is
useful to place farm
program expenditures
in historical perspec-
tive. Included in farm
expenditures are out-
lays for the Commodi-
ty Credit Corporation,
National Wool Act,
Sugar Act, Soil Bank,
and Conservation
Reserve. The latter
two include a conservation component, but they also raise farm
income by removing land from production.
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Figure 1. Federal Outlays for
U.S. Farm Price and Income Support Programs
as a Percent of Total Budget Outlays and Gross
Cash Farm Income, U.S., 1950-1988

== mm Percent of Gross Cash Farm Income
== Percent of Total Budget Outlays

Notes: Includes federal expenditures for Commodity Credit Corporation, National Wool Act, Sugar
Act, Soil Bank, and Conservation Reserve. For federal expenditures, fiscal year data. For gross

Sources: Budget of the U.S. Government, various fiscal years 1950-1989; USDA, National
Financial Summary, 1987; USDA, Agricultural Outlook, June 1989.
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Farm Program Outlays Are Substantial

Between 1950, the first year consistent budget numbers became
available, and the late 1970s, farm program expenditures trended
erratically lower as a share of total federal outlays (Figure 1).
However, from FY82 through FY88, farm programs claimed 1.8
percent of federal outlays, far higher than the 0.6 percent from
1974 through 1981.

During 1983, 1985, 1986, and 1987, the farm program share of
federal outlays exceeded the farm sectors contribution to gross
national product. This was probably the first time that more
money was spent on farm programs by the public (i.e., the general
economy) than farmers conftributed to the general economy.

From 1983 through 1988, farm program expenditures equalled
10.6 percent of gross farm cash income (Figure 1). This level of
expenditures was higher than during any similar six-year period
since 1950, and underscores the importance of farm programs in
stabilizing the farm financial crisis. Cash grain farms were the
most heavily dependent; in 1987 federal government payments
accounted for 27 percent of gross cash income for farms which
earned over half their sales from grain.

Per Farm Federal Outlays

Real per-farm cost of farm programs, measured in 1982 dollars
using the GNP implicit deflator, fluctuated erratically in the
$1,000 to $3,500
range from 1950
through 1981 (Figure
2). Since 1981, how-
ever, annual federal
expenditures have
averaged $6,597 per
farm and current
budget projections
suggest real per-farm
expenditures will
average $4,000 to
$5,000 over the next
couple of years. In
nominal dollars, pro-

jected per-farm
expenditures will
1970 1980 average between

$4,000 and $5,000
during the next few
years. While large by
historical standards,
this amount is sub-
stantially below the
$11,682 spent per
farm in 1986, a value which exceeded the national average pover-
ty threshold for a family of four ($11,203).

The dramatic increase in per farm expenditures during the
1980s looks even more ominous when we look only at commer-
cial farms. In 1987, for example, direct income payments alone
averaged $26,170 per farm with sales between $100,000 and
$249,999. These farms averaged $51,749 net farm income and
$649,073 net worth. y
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Implications for the
1990 Farm Bill

In arguing for a continuation of current
programs, some advocates will argue that
the increase of farm program expenditures
in the 1980s was associated with direct
income payments replacing income previ-
ously earned through higher loan rates and
more stringent production controls. How-
ever, it is not clear that consumers and tax-
payers will note this rather esoteric argu-
ment. Furthermore, consumers would
rationally agree to higher taxes only if it
means lower food costs. While it is too
early to conclude what impact lower price
supports will have on retail food prices,
retail food prices have kept up with gener- 0
al consumer inflation since the major 1950
decline in price supports in 1986. Thus,
consumers and taxpayers may have little
reason to view higher farm expenditures
as a reasonable return on tax payments.

Consequently, early historical, not
recent, levels of federal expenditures may
be a good indicator of what consumers and taxpayers are willing
to spend on farm programs. Such comparisons could be on a sec-
tor or a per farm basis.

Farm programs, if not changed substantially, will claim about 1
percent of federal outlays and provide 6 to 8 percent of gross cash
farm income for all farmers in the next three years. These projec-
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Figure 2. Real Per Farm Federal Outlays for
U.S. Farm Price and Income Support Programs

1960 1970 1980

Notes: Includes federal expenditures for Commodity Credit Corporation, National Wool Act, Sugar
Act, Soil Bank, and Conservation Reserve. Nominal dollars deflated b?/ GNP deflator, 1982=100.
Fiscal year expenditures divided by farms reported for corresponding cale

Sources: Budget of the U.S. Government, various fiscal years 1950-1989; USDA, National
Financial Summary, 1987; USDA, Agricultural Outlook, June 1989.

ndar year.

focus on the individual farmer as opposed to the sector gives a
different perspective. To reduce per farm expenditures to the high
end of the 1950-1980 range, a 10 to 30 percenl reduction in
expenditures would be required. An even larger cul is needed if
average per-farm expenditures are to return to the 1950-1980
average. Thus, history suggests that, if the debate focuses on the
individual farmer, maintaining currently projected farm program

tions are within the ranges of the last quarter century. Therefore,

expenditures will require considerable political skill by farm
they do not suggest substantial cuts in farm programs. However, a

groups.

The Center for International Food and Agricultural Policy

University of Minnesota

Policy Article Prize Award

The Center is pleased to announce that "Liberalizing OECD Agricultural Policies in the Uruguay Round: Effects on
Trade and Welfare", published in the Joumal of Agricultural Economics in May 1988, has been selected as the winner of the
first annual international food and agricultural policy article competition. The authors, Dr. Rod Tyers and Dr. Kym
Anderson, both of the University of Adelaide, Australia will receive the $2000 prize and one of them will present a seminar
on their topic at the University of Minnesota early in 1990.

The Center also announces that this policy article prize competition will be conducted again in 1990. Once again, a
$2000.00 prize will be awarded to the authors of a published article in an academic, professional, or popular publication
which, in the opinion of the Center’s program leaders, best advances understanding of an international food, agricultural or
environmental policy issue.

Interested persons should submit any article published during calendar year 1989. The submission dcadline is June 1 and
the winner will be announced on September 1, 1990. The winner will be expected to make a seminar presentation at the
University of Minnesota, with all travel and lodging cxpenses paid. Submit entries to: Dr. C. Ford Runge, Director, Center
Jor Intermational Food and Agricultural Policy, 332 C.O.B., 1994 Buford Avenue, St. Paul MN, 55108, USA.

Graduate Study Fellowship Award

The Center also announces that its first fellowship in international food and agricultural policy has been awarded to
Michael Collins. Mr. Collins a native of Peru, will receive the fellowship stipend for four years as well as a full tuition
waiver and disscrtation research grant.

A sccond such fellowship will be awarded for 1990 to an outstanding student entering the PhD program in agricultural
and applicd cconomics. The four-year fellowship will include a generous stipend, full tuition waiver, and $2000 dissertation
research travcel grant. Information about the Center [cllowship can be obtained from: Director of Graduate Studies,
Department of Agricultural & Applied Economics, 231 C.O.B., 1994 Buford Avenue, St. Paul, MN, 55108, USA.

The Center for International Food and Agricultural Policy is a multidisciplinary research and policy education unit of the
University of Minnesota. Policy program areas include commodities and trade; agricultural research; economic
development; and natural resources and the environment.

The University of Minnesota is committed to the policy that all persons shall have equal access o its progranms, /nci{i{ics, and
employment without regard to race, religion, color, sex. national origin, handicap, age, veteran status, or sexual orientation.
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