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Keith Collins is acting chief economist for the United 
States Department of Agriculture. For the last two years 
he served as acting assistant secretary for economics, a 
job in which he administered 2,000 people and a $140 
million budget. Collins served in the offices of the last 
five secretaries of agriculture. 

In his current assignment, Collins provides economic 
advice to the secretary on programs and policies, coor
dinates and approves the department's crop and live
stock projections, and oversees the new Office of Risk 
Assessment and Cost-Benefit Analysis. 

For the past several months Dr. Collins has served as 
an advisor to the secretary on the 1995 farm bill, pro
vided farm bill analysis for the administration, and helped 
develop farm bill positions for the department and the 
administration. 

Keith Collins on the 1995 Farm Bill 
by Harry W. CHOICES: Describe USDA's farm bill activities- CHOICES: How much influence does USDA have 

Ayer the process. on the administration's proposal? 

Collins: During the summer, Secretary Espy asked 
all USDA agencies to generate farm bill ideas and 
proposals. Our office reviewed and provided analy
ses of those proposals. In September we presented 
a summary of those ideas to the White House. The 
White House formed eight interdepartmental tearns, 
two of which I co-chaired. Each team put together 
a set of farm bill options on a particular area, like 
commodity programs, trade programs, and so on. 
Between December and February we sifted through 
the options and developed the president's 1996 bud
get which he presented to Congress on February 
6th. That budget includes some of the 
administration's proposals to reduce government 
spending and some of their farm bill parameters. 

CHOICES: How tough was it to get agreement 
among the different agencies? 

Collins: We often could not get agreement. In ar
eas without agreement we provided a set of op
tions. White House principals and our new secre
tary will narrow the options, and ultimately the 
president will decide on the general thrust because 
the farm bill is a major piece of legislation. 

Collins: Historically, USDA had tremendous in
fluence. USDA held the expertise on agriculture 
and rural America, and the ideas that USDA 
brought forward were by-and-Iarge the ideas the 
administration offered, influenced only by budget 
realities imposed by the director of OMB (Office 
of Management and Budget). With this farm bill 
it's been a little bit different. There was an active 
interest in a number of White House offices and 
other departments within the federal government 
to influence the farm bill proposal. 

CHOICES: Which offices and departments have 
tried to influence the administration's position? 

Collins: In the White House, the National Eco
nomic Council, the Domestic Policy Council and 
Council of Economic Advisers showed broad inter
est. The Office of Environmental Policy and the 
Office of Science and Technology Policy had more 
focused interest. Outside USDA, the Environmen
tal Protection Agency exercised the most interest. 
They've had their own farm bill task force and 
produced several lengthy documents on farm bill 
options covering virtually all of the department's 



programs. The Department of Interior was specifi
cally interested in the sugar program because of its 
relationship to the Florida Everglades. The U.S. 
Trade Representative was particularly interested in 
trade programs, and so on. 

CHOICES: Did the November elections affect the 
administration's proposals. 

Collins: Yes. The political situation emphasizes 
. antifederalism, including reduced taxes, reduced fed
eral deficit, federal responsibilities devolved back 
to the states, and less not more. That very strong 
electoral message influenced the administration's 
thinking across the board, not just in agriculture. 
The president's proposal for a tax cut has an impli
cation for agriculture. The cut must be financed. 
Agriculture is one of the agencies that will contrib
ute. In that sense it affects what we might have 
otherwise proposed. 

CHOICES: USDA recently reorganized and 
downsized. County offices were consolidated; many 
of them closed. Given election messages, will USDA 
reduce programs and agency size even more? 

Collins: Probably yes. Under Secretary Espy's plan 
USDA will cut employment by 11,000 staff years 
over the next five years, with an estimated budget 
savings of $3.5 billion. It's been an effort to shrink 
programs to try and eke out more efficiencies. These 
targets may accelerate and over the next couple of 
years the focus will change more to justifY or reject 
federal programs. So it's not just a matter of shrink
ing and making it work better, but should pro
grams be eliminated? The farm bill will be an op
portunity to challenge some of the long-standing 
programs and see if they're still needed. 

CHOICES: Would elimination of the commodity 
programs seriously jeopardize our abundant food 
supply? 

Collins: No, I don't think so. If taken away over
night, however, the income of many producers 
would drop substantially. Roughly 5 percent of gross 
and 20 percent of net farm income comes from ' 
government payments today. Over time we know 
the benefits of the program go to landowners. And 
over time we expect that elimination of the pro
grams could reduce the price of farmland, perhaps 
by 10 to 15 percent. 

When all of that is sorted out, I don't believe 
there would be a threat to the nation's food supply. 
I think the threat would only be to the economic 
health of those producers whose incomes are greatly 
dependent on government program payments. If 
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you phased out programs over some longer period 
of time you could diminish the financial hardship 
on producers. 

CHOICES: Will USDA proposals sharply cut com
modity programs? 

Collins: I don't think there's any question that com
modity program cuts are in store. That's the trend 
since 1985. In the 1990 farm bill the budget tar
geted about a 20 percent per year reduction in 
expenditures on price and income support programs. 
In 1993 the flrSt budget act under President Clinton 
called for about a 5 percent annual reduction in 
price and income support spending. I see no rea
son why this trend will change in 1995. So I think 
the question is simply the size of the cut. The ad
ministration proposed a modest cut, but most ex
pect Congress to seek more. The more modest the 
cut, the more likely we'll continue with current 
program structures. The bigger the cut, the greater 
will be the flurry of activity looking for more dra
matic alternatives. 

CHOICES: Who decides program budget cuts, and 
how do they become incorporated into the farm 
bill? 

Collins: The president first proposes a budget, just 
as President Clinton did February 6. That budget 
normally will establish the administration's idea of 
the amount of savings that should come from farm 
programs. Then, the House and the Senate de
velop budget" resolutions and agree on budget sav
ings targets. Those become the ones that legislation 
must meet. Those budget targets are handed to the 
authorizing committees, the House and Senate ag
riculture committees, which must develop program
matic changes to meet those budget targets. 

For many politicians, cutting farm programs is a 
test for the seriousness of all federal program re
form. But others, such as Senator Dole and Con
gressman Roberts, have been very careful in their 
comments about cutting farm programs. There's 
going to be great give and take in setting those 
budget targets for agriculture this year. 

CHOICES: What's the probability of a major 
change in the structure of farm programs? 

Collins: It depends on the program. Fundamental 
change in the income support programs become 
more likely as the funding available shrinks. There 
are a number of things that can be done with those 
programs to save money, without major changes, if 
the budget's cut up to 15 or 20 percent. That is, I 
would still see a target price and a loan program, 
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for example. But ARPs (acreage reduction programs) 
may change shape. And we may see more nonpay
ment flex acres. 

For price support programs, however, there could 
be fundamental changes. They are targets. Some of 
those programs do not have much federal budget 
impact, but increase consumer costs. Programs like 
the peanut program and the sugar program gener
ate a great deal of controversy. It's not just produc
ers versus consumers. Even within the producer 
community opinions cliffer sharply. In peanuts, for 
example, those who produce additional peanuts op
pose the quota loan rate program. 

CHOICES: What might happen to the dairy program? 

Collins: It seems like every year there's a new dairy 
proposal--a new set of hearings on dairy. Now 
new trade policies will increase dairy product im-

ports, and BST will increase dairy productiviry. 
These two events are causing yet another look at 
dairy policy. In addition, many concerns relate to 
the milk marketing order program. From an 
economist's point of view the milk marketing or
der program causes inefficiencies-dead-weight 
losses that may be on a par with those of the dairy 
price support program. And so, if you're looking to 
increase the efficiency of American agriculture, both 
of those programs should be up for some discus
sion this year. 

One thing you can say positively about dairy is 
that the taxpayer cost of that program has been 
dramatically reduced. In the 1980s, annual pro
gram costs ' exceeded $2 billion and now they cost 
$200 to $300 million a year. 

We haven't seen much public pressure to reduce 
the support price. But logical alternatives include a 
cap on purchases or making the price support level 
a moving average of past market prices, like we do 
with grains and other commodities. 

The marketing order program is another animal 
altogether. It's been very difficult for Congress or 
the administration to do anything about milk mar
keting orders because of the politics of those things. 
You have strong opposition in the North Central 
states, you have strong support in the southern tier 
of states and the Northeast. I do think that there's 
a potential for a substantial change in the market
ing order program in the 1995 farm bill if the 
administration would push it. 

CHOICES: If taxpayer costs have decreased greatly, 
what are the disadvantages of both the price sup
port and marketing orders? 

Collins: The main costs are on the fluid milk con
sumer. The marketing order program is a classic 
case of price discrimination. It raises the price of 
fluid milk, shifts milk into manufacturing, changes 
the regional milk production pattern, and raises 
milk production. 

CHOICES: Let's focus now on the feed graIn, 
wheat, cotton, and rice programs. Assuming that 
we don't have a major change in program struc
ture, what kind of changes might USDA propose 
in the farm bill? 

Collins: I don't think there's been a lot of discus
sion about either target prices or loan rates-either 
within the department or without. We didn't touch 
target prices in the 1990 act and you could make 
lots of changes in programs and achieve a range of 
budget goals without touching them in the 1995 
act. I don't feel there's much interest in doing much· 
with loan rates. I think the lesson was learned in 



the 1980s about the damage you can do when they 
get too high. You don't want loan rates to interfere 
with production decisions or demand, particularly 
in the increasingly trade-oriented world. More than 
ever, you want domestic programs compatible with 
trade. And so I don't think there's much debate 
about loan rates except among groups traclitionally 
focused on them. If the loan program is retained, 
loan rates will be low enough to avoid much 
distortionary effect on markets. 

For commoclities such as cotton and rice, some 
will argue for lower loan levels or reform of their 
repayment mechanisms. These commodities have 
incurred large marketing loan outlays which lower 
loan rates would avoid. 

CHOICES: What might happen to acreage reduc
tion programs-ARPs? 

Collins: Conclitions that gave rise to acreage reduc
tion programs have changed quite a bit. The acre
age reduction programs came into place in the 1981 
farm bill at a time when we increased target prices 
and loan rates, both of which raised concern about 
increased production and program costs. 

Since that time a lot of changes draw ARPs into 
question. The Conservation Reserve Program with
drew 36.4 million acres from crop production. That's 
a huge production adjustment program-about 8 
percent of crop land. A second major change, this 
one in the 1990 farm bill, implemented flexibility. 
The last 15 percent of a producer's base acreage does 
not receive program payments. So more market forces 
determine production now than in 1981. 

We also have GATT, NAFTA, the prospect of 
AFTA (Americas Free Trade Agreement), and the 
president's proposal for an APEC (Asian-Pacific 
Economic Coordination) agreement. And so, na
tional policy is focusing on trade opportunities for 
agriculture. It seems pretty clear the more acreage 
set aside, the more interference with trade oppor
tunities. 

In the early to mid 1980s we had huge stocks, 
which we no longer have, and we had huge budget 
outlays, which are still large but less than those of 
the 1980s. Too, idle resources cost society. And 
finally, many commodity groups have asked for 
zero ARPs in recent years. 

CHOICES: Congress introduced flex acres in the 
1990 farm bill as a way to reduce government out
lays and increase planting flexibility-to become 
more market-oriented. Might flex acres be increased 
in 1995 legislation? 

Collins: I think there's widespread support to in
crease flex acres, to provide producers much more 

--
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opportunity to plant the crops of their choice on 
all of their program crop acreage base. 

The so-called total crop acreage base provides 
one way to increase flexibility. It would add all 
program crop bases on a farm and let the producer 
plant any crop, or almost any crop, on those acres. 
Program payment acres would be fixed. It has the 
beauty of turning deficiency payments into a lump 
sum payment-you get the same deficiency pay
ment no matter what you plant. It would simplify 
programs and increase economic efficiency. 

These gains can happen one of two ways. Either 
producers don't get any payments at all on those 
flex acres or they get payments that don't change, 
regardless of what they plant. 

Should budget cuts require farm commoclity pro
grams to cough up more savings, nonpayment acres 
could rise from 15 to 20 or to 25 percent, but you 
could still have 100 percent flexibility. 

I think the nonpayment acres may be a key tool 
for achieving budget savings. It was in 1990 with 
the 15 percent nonpayment acres. But even apart 
from budget, there will be strong pressure to in
crease the flexible acres. 

CHOICES: What other commodity program is
sues will likely be addressed in the farm bill debate? 

Collins: We'U see some discussion about stabiliza
tion objectives and how they relate to the program 
instruments. 

Equity issues will be debated, both means tests 
and payment ·limits. A number of observers look at 
farm programs strictly as an income transfer pro
gram, and they want them packaged in with other 
income support entitlement programs. Means tests 
logically determine who gets what under those in
come programs. Both Republican and Democratic 
administrations proposed means tests for farm pro
grams in the 1990s. Some groups want means tests 
and tighter payment limits to create savings for 
other things, such as environmental programs. 

CHOICES: CRP acreage is about to come out of 
the program. What kinds of things might be in 
store for those 36.4 million acres? 

Collins: The size of the CRP, the amount of money 
to be spent on it, and the targeting criteria will be 
big issues. 

The chairman of the Senate Agriculture Com
mittee, Mr. Lugar, laid down a marker in early 
1994. He suggested a CRP about 25 percent of the 
current acreage. He foresees a much smaller and 
more environmentally targeted CRP. Most of the 
economic analysis shows that with retargeting you 
can get almost the same amount of environmental 
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benefits with a smaller, less costly CRP. 
The program started out targeting just highly 

erodable land, evolved through the late 1980s to 
bring in additional kinds of land, and then in the 
1990s shifted to the environmental benefits index. 
But the EBI does not explicitly include anything 
for wildlife habitat or preservation. Some now esti
mate substantial wildlife benefits from the CRP. 
The Department of Interior, Economic Research 
Service, the National Audobon Society, and Purdue 
have done some work on this. I can't attest to the 
accuracy of the benefits estimates, but they are sub
stantial. I thi.nk we'll see emphasis on that in the 
debate. If you target for wildlife, acreage in the 
Plains becomes important-large continuous tracts 
of land. If you're targeting for water quality and 
filter strips, then acreage in the Corn Belt and the 
East becomes more important. The future geo
graphic distribution of CRP acreage will depend 
on how we weight these criteria. 

CHOICES: What about conservation compliance? 

Collins: Conservation compliance increased the en
vironmental benefits of farm programs. Conserva
tion plans are now being implemented on 141 mil
lion highly erodable acres and most of those plans 
require more than one practice. Farmers must use 
crop residue management on about 75 percent of 
the acreage. 

Both CRP and conservation compliance have 
resulted in substantial reduction in erosion. As a 
rough indicator, erosion on the land that went into 
CRP averaged close to 20 tons per acre per year 
before CRP. CRP brought that down to 1 to 2 
tons per acre per year. Prior to implementation on 
conservation compliance acres, erosion averaged 15 
to 20 tons per acre per year. Under conservation 
compliance, estimates indicate only 5 to 6 tons per 
acre per year erode. Those are pretty substantial 
reductions. 

The debate about conservation compliance cen
ters on management. Does the USDA police it ef
fectively? Are the conservation plans appropriate 
and agequate? Are plans too lenient because they 
are written to be economically achievable? There'll 
be a discussion about those issues. But by and large 
I think our record is pretty good. 

CHOICES: Please expand on the likely enVIron
mental effects of the November elections. 

Collins: We won't undo and throw out our envi
ronmental laws. Some legislators may attempt to 
do that. But, the American public still has an inter
est in a healthy environment. Agriculture's record 
on that is pretty good. In general, USDA empha
sized cost share and voluntary programs, not un
funded mandates. Conservation compliance has 
people concerned, but I think we've tried to imple
ment that in a fairly judicious way using our alter
native conservation systems rather than the much 
tougher requirements used initially. Now we con
sider the economic costs imposed on the producer. 

CHOICES: Let's talk about the export programs 
and especially EEP-the Export Enhancement Pro
gram. Maybe begin with the successes and down
side of export enhancement. 

Collins: The Export Enhancement Program began 
in 1985 and was continued with the 1985 farm bill 
with the expressed purpose of targeting unfair trad
ing nations. I do believe it demonstrated the harmful 
effeCts of expott subsidies in the recent GATT nego
tiations. And in that sense it was one of the forces 
that led countries, particularly the European Union, 
to want to implement expOtt subsidy disciplines. 

On the negative side, we tend to lose markets 
not targeted by the Export Enhancement Program. 
For example, in the most recent period of time, we 
have not offered EEP bonuses to Latin American 
nations. As a result, our grain exporters don't sell 
in Latin America. Other countries such as Canada 
or Argentina satisfY those markets. Our producers 
can't compete there and end up going to where we 
approve EEP bonuses. 

In addition, EEP is a very difficult thing to ad
minister. We have to make daily decisions on who's 
going to get a bonus and how big. Some people 
derisively refer to that operation as the U.S. 
government's grain board. 

Finally, EEP costs taxpayers. The Congressional 
Budget Office estimates each dollar spent on EEP 
costs taxpayers sixty cents, and some university es
timates place this number even higher. Hence the 
current $800 million cap. And the Uruguay round 
likey increases these estimates. 

CHOICES: Thank you, Dr. Collins. We appreci
ate not only your time so generously given, but 
especially your keen and thoughtful insights into 
what promises to be a very lively farm bill debate. [!l 
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