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Southern Farmers’ Exposure to Income
Risk Under the 1996 Farm Bill

Ronald D. Knutson, Edward G. Smith, David P. Anderson,

and James W. Richardson

ABSTRACT

This paper investigates the farm-level impacts of the 1996 farm bill on the South. Focus
group perceptions of risk sources, observed acreage changes, and the farm-level impact of
increased price risk are evaluated. Focus group respondents ranked price and yield as the
two most important sources of risk, and diversification was ranked highly as a risk-man-
agement tool. Limited data suggest that acreage shifts among crops are occurring in the
South, presumably aided by the 1996 farm bill. Higher probabilities of cash flow deficits
are estimated for cotton and rice relative to feedgrain, wheat, and oilseed operations.

Key Words: acreage shifts, income risk, policy risk, risk perception.

Arguably, since the 1930s, what farmers pro-
duce has been greatly influenced by farm pro-
grams (Duffy). While policy has changed
markedly in terms of the nature and objectives
of price supports, income subsidies, and pro-
duction controls, up to the enactment of the
1996 farm bill, farmers’ program base acres
were primary determinants of what was pro-
duced. Provisions for limited flexibility under
the 1990 bill provided some latitude for ad-
justment in cropping patterns, followed by the
implementation of virtual flexibility and de-
coupled payments in the 1996 bill.

The South, defined as the 14-state area
bounded by Texas, Oklahoma, Missouri, Ar-
kansas, Tennessee, Kentucky, and Virginia,
produces many program crops that are rela-
tively unique to this region. These include cot-
ton, rice, peanuts, and tobacco. However, the
region is characterized by agronomic condi-
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tions that allow the production of a variety of
other crops including corn, soybeans, and
wheat. Under previous farm bills, many of the
farms in this region may not have had the base
acres on which to grow these crops. Even after
the enactment of the 1990 bill, these farms
may have been constrained by the lack of spe-
cialized equipment, capital rationing, adapted
varieties, and/or production management
skills.

The 1996 farm bill not only affects farmers
in terms of what they produce, it also affects
their level of risk exposure. As noted in the
companion proceedings paper by Ray et al.
(published in this journal issue), the magnitude
and form of additional risk exposure is the
subject of debate. The central issues in this
debate appear to involve whether the decou-
pling and flexibility provisions of the farm bill
make the supply response more elastic. A re-
lated argument said to reduce price risk is that
with increased flexibility, farmers will be free
to incrementally adjust to changing market
conditions. Here, the issue is whether the ad-
justment is likely to be of sufficient magnitude
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Table 1. Texas and Kansas Focus Group Perceptions of Importance of Sources of Risk, 1997

Focus Group Rankings*

Sources of Risk Texas Kansas Combined
Commodity price variability 44 4.7 4.5
Commodity yield variability 4.3 4.3 4.3
Changes in input costs 4.1 4.1 4.1
Changes in environmental regulations 4.0 4.1 4.0
Unforeseen litigation 4.0 3.6 3.9
Changes in machinery costs 3.9 3.7 3.9
Injury, illness, or death of operator 3.7 3.9 3.8
Changes in interest rates 3.7 3.9 3.8
Availability of skilled labor 3.7 3.8 3.7
Family health problems 3.7 3.8 3.7

Source: Texas and Kansas Risk Management Education Teams.
» Rankings based on a five-point scale, where 5 = very important, and 1 = not important.

and in the right direction to lead to greater
stability. There is no intuitive reason to antic-
ipate that increased flexibility will assure that
southern farmers will make the right produc-
tion decisions in consideration of what farmers
in the aggregate are likely to do. The 1996
farm bill did not repeal either the fallacy of
composition or the cobweb theorem of farmer
decisions.

The purpose of this paper is to investigate
the farm-level impacts of the 1996 farm bill
on the South. We do this through the use of
three research techniques: (a) presenting the
results of a series of producer and lender focus
groups, where the central issue involved the
participants’ perceptions of risk exposure and
risk-management tools under the 1996 farm
bill; (b) presenting data on what farmers have
done in terms of shifting cropping patterns;
and (c) discussing the farm-level impacts of
the risk results presented in the proceedings
companion paper by Ray et al. While this pa-
per certainly does not provide answers to all
the issues at hand, it does serve to raise a num-
ber of questions that merit further study.

Farm-Level Perceptions of Risk

In the fall of 1997, the Texas and Kansas Risk
Management Education Teams conducted a
series of 23 focus group meetings, comprised
of 101 producers, 22 lenders, and 14 represen-
tatives of other agribusiness firms. Seventeen

of the focus groups were conducted in the
Texas Panhandle and the Southern Plains,
while the remaining six were conducted in
central and western Kansas.

The focus group participants were asked to
rate 21 individual sources of risk on a five-
point scale, where 5 = very important, and 1
= not important. Table 1 lists the 10 most im-
portant sources of risk as perceived by the par-
ticipants in these Texas and Kansas focus
groups. As indicated by the average scores, the
four most important sources of risk were the
same in both states. The two highest ranking
risk sources were price and yield. Price risk is
decidedly farm-bill related, although the mag-
nitude may be debated. Kansas respondents
rated price risk higher (4.7) than did their Tex-
as counterparts (4.4). Both rated yield risk the
same (4.3). The impact of the farm bill on
yield risk is likely small, although the elimi-
nation of annual acreage reduction programs
brings less productive lands back into produc-
tion and reduces the producers’ ability to ad-
dress critical agronomic concerns, such as
weed control on idle acreage. Thus, the lands
put back into production from the set-aside
program and the Conservation Reserve Pro-
gram (CRP) likely will have a higher level of
associated yield risk. Changes in input costs
are farm-bill related from the perspective of
feed costs to livestock, dairy, and poultry pro-
ducers. Although not farm-bill related, the
high ranking of environmental risk signals
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Table 2. Texas and Kansas Focus Group Perceptions of Importance of Risk-Management

Tools, 1997
Focus Group Rankings?

Risk-Management Tools Texas Kansas Combined
Debt management 4.2 3.7 4.0
Enterprise diversification 4.0 4.0 4.0
Forward contract selling 3.9 3.9 3.9
Liability insurance 3.8 4.0 3.9
Hedging the selling price 39 3.7 3.9
Government program participation 3.8 3.7 3.7
Commodity options 3.7 3.8 3.7
Cash contingency reserves 3.6 3.9 3.7
Operator life insurance 3.7 3.6 3.7
Multi-peril crop insurance 3.7 3.7 3.7
Using futures to hedge 3.6 3.9 3.7
Being a low-cost producer 3.6 3.6 3.6
Off-farm investments 3.6 3.6 3.6
Using variety of production techniques 3.5 3.6 3.5
Purchasing health insurance 34 35 34

Source: Texas and Kansas Risk Management Education Teams.
2 Rankings based on a five-point scale, where 5 = very important, and 1 = not important.

farmers’ increased concerns over changes in
these regulations as a source of risk.

Farmers’ perceptions of the importance of
risk-management tools likewise provide in-
sight into the changing roles of farm programs
versus individual management initiative in re-
ducing risk. The focus group participants were
asked to rank the relative importance of 35
risk-management tools on the same five-point
scale. The 15 highest rated risk-management
tools are presented in table 2. It is not sur-
prising that debt management and forward
selling (contract or hedging) ranked in the top
five.

What is interesting is the high ranking of
enterprise diversification and liability insur-
ance (with combined rankings of 4.0 and 3.9,
respectively). Diversification has always been
recognized by economists as a risk-rmanage-
ment tool. Sustainable agriculture advocates
have charged that prior to the 1990 bill, farm
programs fostered a monoculture, thus thwart-
ing the environmental benefits associated with
diversification (National Research Council).
Farmers perceive diversification as a major
risk-management tool and, under the flexibil-
ity provisions of the 1996 farm bill, they will

be able to more effectively utilize it for this
purpose. These farmers obviously are looking
for alternatives that reduce risk.

Farm program participation is still recog-
nized as an important risk-management tool—
reflecting the fact that, while decoupled, sub-
stantial lump-sum transition payments are an
important component of farmers’ profit mar-
gin. What is more interesting is that multi-
peril crop insurance, as a farm program, ranks
in the middle third of the top 15 risk-manage-
ment tools (at 3.7) and below the operator’s
own life insurance policy but higher than
health insurance (table 2). This is especially
noteworthy given that commodity yield was
ranked second as the most important source of
risk (table 1).

The focus group discussions revealed that
farmers perceive they operate in a more risky
environment, although no attempt was made
to segregate how much of that perception was
due to the 1996 farm bill. While government
programs are important, they are not perceived
as the primary means of reducing risk; i.e.,
farmers recognize that successful risk reduc-
tion is primarily a function of their own in-
dividual initiative. They also recognize that
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changes in the farm program give them greater
latitude for reducing risk through diversifica-
tion.

The area comprising the Texas Panhandle
and Southern Plains is not set forth here as
being representative of the South. However,
cotton is the largest revenue-producing crop in
the South. Interestingly, peanuts are achieving
increasing prominence in the region with quo-
ta transfers being allowed within-state. Like-
wise, Kansas also is not representative of
farmers in the South, although it is the largest
wheat- and sorghum-producing state, and is
seeing substantial diversification into corn.

Impacts of the 1996 Farm Bill on
Cropping Patterns

After the 1996 farm bill was enacted, the Tex-
as Agricultural and Food Policy Center
(AFPC) representative farms (Richardson and
Nixon 1982) were updated with the help of
our farmer panels. During this updating pro-
cess, extensive discussions occurred regarding
potential changes in cropping patterns associ-
ated with the new flexibility provisions, and
anticipated changes in the supply/demand bal-
ance favoring increased demand for feed
grains and oilseeds relative to cotton and rice
[Food and Agricultural Policy Research Insti-
tute (FAPRI)].

These discussions revealed that farmers are
reluctant to change cropping patterns unless
there is a significant profit incentive to do so.
It was concluded that farmers participating in
these panels require around $50 per acre extra
in anticipated profit before making major
changes in their crop mix. The reason for this
relatively high opportunity cost lies in the per-
ceived costs associated with acquiring addi-
tional cultural and management expertise, the
relative risks associated with producing alter-
native crops, the impact on economies of spe-
cialization scale, and additional required in-
vestments in specialized equipment.

Realistically, in terms of revealed changes
in cropping patterns, to date there is only one
year of experience under the 1996 farm bill.
That is, the bill’s implementation provisions
were sufficiently delayed in the 1996 crop year

so that farmers, especially in the South, had
already made their cropping decisions. Nation-
ally, for crop year 1997, increases in produc-
tion were certainly impacted by changes in the
CRP and the set-aside program, and by weath-
er impacts—not necessarily by long-term
shifts in production patterns due to changing
profit margins and risk exposure.

However, analyses of state data in the
South reveal some interesting acreage shifts.
The 1997 planted acreages of corn, wheat, sor-
ghum, soybeans, cotton, and rice were exam-
ined in comparison to the 1994-96 average for
the 14 southern states (table 3). Planted acre-
age for the period 199496 was analyzed as a
benchmark because producers likely had ad-
justed to the limited flexibility provisions con-
tained in the 1990 farm bill, and annual acre-
age reduction requirements were modest
relative to earlier periods. There were no acre-
age reduction requirements for wheat during
this period. Rice producers had to idle 5% of
their base in 1995, cotton producers 11% in
1994, and corn producers 7.5% in 1995 in or-
der to retain program benefits.

The data suggest a shift of acres from cot-
ton and rice to corn and soybeans in the Mis-
sissippi Delta region. Cotton acreage declined
in 1997 from the 1994-96 average in Louisi-
ana, Mississippi, and Arkansas by 34%, 23%,
and 9%, respectively. These three Delta states
also show declines in rice acres by 1%, 8%,
and 9%, respectively. Planted corn acres in
1997 for Arkansas, Louisiana, and Mississippi
were increased 52%, 66%, and 35%, respec-
tively, over the 1994-96 average. Soybean
planted acreage for 1997 increased by 9%,
22%, and 8% over the three-year average in
Arkansas, Louisiana, and Mississippi, respec-
tively (table 3).

Texas and Oklahoma likewise shifted acres
to feed grains, although more to sorghum than
corn. Sorghum acres in 1997 increased 31%
and 9% in Oklahoma and Texas, respectively.
It would appear that the increased sorghum
acres in Oklahoma came out of cotton, where
acres declined 42% (143,000 acres) from the
1994-96 average. Texas cotton acres in 1997
were 352,000 below the three-year average,
but were above 1994 plantings. Soybean acres
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Table 4. FAPRI November 1997 Baseline Prices and Contract Payment Rates, 1996-2005

Baseline 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Crop Prices

Corn ($/bu.) 2.70 2.59 2.46 241 245 2.49 2.56 2.63 2.69 2.75
Wheat ($/bu.) 4.30 3.56 3.30 3.43 3.52 3.66 3.73 3.63 3.74 371
Cotton ($/1b.) 0.6930 0.6894 0.6610 0.6606 0.6664 0.6724 0.6789 0.6841 0.6861 0.6916
Sorghum ($/bu.) 2.34 2.30 2.33 2.27 2.34 2.38 245 2.50 2.54 2.60
Soybeans ($/bu.) 7.38 6.45 5.98 5.95 5.92 6.08 6.12 6.31 6.35 6.56
Rice ($/cwt) 9.90 9.68 9.37 9.34 9.34 9.36 9.41 9.46 9.51 9.53
Annual Contract Payment Rates

Corn ($/bu.) 0.2508 0.2807 0.3762 0.3657 0.3344 0.2717 0.2612 0.2612 0.2612 0.2612
Wheat ($/bu.) 0.5238 0.6126 0.6528 0.6327 0.5725 0.4620 0.4519 0.4519 0.4519 0.4519
Cotton ($/1b.) 0.0703 0.0725 0.0772 0.0745 0.0682 0.0553 0.0536 0.0536 0.0536 0.0536
Sorghum ($/cwt) 0.3233 0.3265 0.4381 0.4172 0.3859 0.3129 0.3024 0.3024 0.3024 0.3024
Rice ($/cwt) 27655 27257 29427 2.8352 25964 2.0990 2.0203 2.0203 2.0203 2.0203

Source: FAPRI, “November 1997 U.S. Agricultural Baseline.”

in Texas increased 50% over the 1994-96 av-
erage to 380,000 acres in 1997 (table 3).

Some acreage shifts were indicated in other
parts of the South as well. Tennessee cotton
acres decreased 18% (110,000 acres) in 1997
from the three-year average. Over the same
time period, soybean acres increased by 14%
(157,000 acres). Missouri acreages show de-
clines in rice, wheat, sorghum, and cotton, and
increases in corn and soybeans. Some caution
should be used in interpretation because the
changes in the Missouri cotton and soybean
acres are within the ranges observed over the
1994-96 period. Corn and wheat acres in-
creased in Kentucky, while corn, wheat, soy-
bean, and cotton acres increased in Alabama.
Cotton acres also appear to increase in Geor-
gia, Florida, South Carolina, and Virginia (ta-
ble 3).

Impacts of the 1996 Farm Bill on
Representative Farms

To analyze the farm-level impacts of the 1996
farm bill, we used the AFPC’s set of represen-
tative crop farms (Richardson and Nixon
1982). Emphasis in this analysis was placed
on the effects of increased price and income
risk resulting from the farm bill provisions
largely related to the substitution of decoupled
lump-sum payments for the target price.

The FAPRI November 1997 baseline,

which projects prices over the crop year period
1997-2005, was utilized (table 4). The as-
sumption is that policy will be as specified in
the 1996 farm bill over this time period, with
payments at the 2002 level through 2005.

The farm-level analysis was performed
with AFPC’s Farm-Level Income and Policy
Simulator (FLIPSIM) model developed by
Richardson and Nixon (1986). FLIPSIM is a
computer model that simulates, under price
and yield risk, the annual economic activities
of a farm using accounting equations, identi-
ties, and probability distributions. Among the
model outputs are the variables that make up
an income statement, cash flow, balance sheet,
and financial ratios describing the economic
viability of the farm. Stochastic yields and
prices are used to calculate empirical proba-
bility distributions for key variables.

The representative farms in this study in-
clude southern feedgrain, cotton, and rice
farms. Two risk scenarios were analyzed:

(a) A historical risk scenario (denoted ‘‘his-
tory”) based on the detrended price vari-
ance. This scenario, in essence, assumes
that the same level of price and yield risk
would exist over the 1997-2005 period as
existed over the 198696 period.

The variance determined by Ray et al. (see
proceedings paper published in this jour-
nal issue) under the 1996 farm bill pro-

®
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visions (POLYSYS). Ray et al. do not ad-
dress sorghum and rice. For the purpose
of our analysis, we assume the same in-
crease in price variance due to corn for
sorghum and cotton for rice.

The difference between the historical level of
risk and the risk level estimated by Ray et al.
is an estimation of the increased annual price
risk incurred as a result of the 1996 farm bill.
Identical price mean levels were utilized in
each scenario. Under the POLYSYS scenario,
corn and sorghum price variability was in-
creased by the equivalent of a 92% increase
in the coefficient of variation. The coefficient
of variation was increased 57% for wheat,
45% for soybeans, and 17% for cotton and
rice.

The impacts of the two policy/risk scenar-
ios were measured by two variables generated
by the FLIPSIM model: (a) the level of net
cash farm income described as gross farm re-
ceipts, including government payments, minus
all cash expenses; and (b) the probability that
net cash farm income would be less than ad-
ditional cash outflows including principal pay-
ments, family living withdrawals, income tax-
es, and machinery cash replacement costs (i.e.,
the probability of an annual cash flow deficit
that must be financed from accumulated cash
reserves or refinanced through external
sources).

The results of the analyses are provided in
table 5 for a set of eight representative farms.
The three representative feedgrain farms are
located in central Missouri, the Texas North-
ern Plains, and South Carolina; cotton farms
are located in the Texas Southern Plains, Texas
Coastal Bend, and Mississippi; and the rice
farms are in Arkansas and Louisiana. A brief
description of each farm is included in appen-
dix table Al.

Increased price variability is expected to
increase mean net cash farm incomes, given
the marketing loan safety net common to both
price risk scenarios. The minimum and maxi-
mum net cash farm incomes, however, likely
will expand under the increased price risk sce-
nario, although not symmetrically; that is, it is
likely the minimum level will be reduced less
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than the maximum level will increase due to
the marketing loan safety net.

Net Cash Farm Income

As anticipated, the mean net cash farm income
levels increase on the eight southern farms an-
alyzed. The increases in average net cash farm
incomes range from 1.4% on the Texas
Southern Plains cotton farm to 15.5% on the
Texas Coastal Bend cotton operation (table 5).
Mean net cash farm incomes on the other six
farms increased from 3% to 6%.

The increases in mean average net cash
farm incomes, however, do not come as a
windfall. The minimum average net cash farm
incomes experienced over the 1997-2005 pe-
riod decline marginally on the Missouri, Texas
Northern Plains, and South Carolina grain
farms, as well as on the Texas Coastal Bend
cotton and the Louisiana rice farms under the
expanded price risk scenario. The marginal de-
clines in minimum expectations for average
net cash farm incomes range from as little as
$490 (2%) annually on the Louisiana rice op-
eration, to $23,600 (71%) on the South Car-
olina grain farm (table 5).

The minimum annual average net cash
farm income over the 1997-2005 period ac-
tually increases modestly on the Texas
Southern Plains cotton farm ($1,700), the Mis-
sissippi cotton farm ($4,500), and the Arkan-
sas rice farm ($1,550). The reason for the ap-
parent contradiction in expectations rests on
the dependence of these farms on cotton and
rice receipts. The marketing loan provisions in
cotton and rice have been effective in provid-
ing a downside safety net due to lower price
expectations. This safety net alone will not re-
sult in improved expectations for net cash
farm incomes over the 1997-2005 period.
However, when coupled with the increased
positive benefits that run with higher prices
due to reduced interest expense, the minimum
net cash farm incomes increase and improve.

Probability of Annual Cash Flow Deficits

The increased price risk projected by Ray et
al. shows differential impacts on the feedgrain
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Table 5. Net Cash Farm Income and Probability of Annual Cash Flow Deficits for Represen-
tative Southern Grain, Cotton, and Rice Farms, 1997-2005

Missouri Grain Texas NP Grain South Carolina Grain
History POLYSYS History = POLYSYS History = POLYSYS
Net Cash Farm Income ($000s)

1997-2005 Avg. 209.45 216.75 119.76 126.23 177.00 185.41
1997-2005 Std. Dev. 27.33 34.37 19.94 28.47 44.71 54.89
1997-2005 Min. 144.25 136.96 55.33 44.82 33.32 9.69
1997-2005 Max. 304.60 340.75 185.49 222.32 320.36 372.69
Prob. Annual Cash Flow Deficit (%)
1997 25.00 26.00 11.00 18.00 26.00 30.00
1998 30.00 30.00 12.00 20.00 30.00 33.00
1999 6.00 7.00 20.00 21.00 48.00 49.00
2000 26.00 27.00 37.00 41.00 27.00 29.00
2001 13.00 15.00 26.00 33.00 35.00 34.00
2002 17.00 18.00 25.00 31.00 40.00 43.00
2003 26.00 29.00 43.00 45.00 42.00 49.00
2004 25.00 28.00 50.00 51.00 30.00 35.00
2005 13.00 15.00 32.00 42.00 25.00 31.00
Texas SP Cotton Texas CB Cotton Mississippi Cotton

History POLYSYS History = POLYSYS History = POLYSYS
Net Cash Farm Income ($000s)

19972005 Avg. 82.40 83.56 33.27 38.42 92.82 98.59
1997-2005 Std. Dev. 29.86 30.06 37.30 39.47 65.73 67.05
1997-2005 Min. -0.10 1.60 —48.44 —52.44 —-71.81 —67.30
1997-2005 Max. 148.95 150.25 130.87 149.43 248.39 257.77
Prob. Annual Cash Flow Deficit (%)
1997 47.00 47.00 64.00 65.00 50.00 49.00
1998 48.00 47.00 57.00 58.00 53.00 52.00
1999 59.00 58.00 65.00 63.00 56.00 54.00
2000 55.00 55.00 78.00 70.00 63.00 63.00
2001 59.00 59.00 79.00 80.00 75.00 73.00
2002 60.00 60.00 80.00 79.00 74.00 72.00
2003 60.00 60.00 87.00 84.00 78.00 78.00
2004 63.00 61.00 88.00 83.00 82.00 79.00
2005 63.00 62.00 91.00 89.00 85.00 84.00
Arkansas Rice Louisiana Rice

History = POLYSYS History = POLYSYS

Net Cash Farm Income ($000s)

1997-2005 Avg. 133.02 137.69 66.13 68.81
1997-2005 Std. Dev. 26.96 29.51 14.83 16.12
1997-2005 Min. 57.20 58.75 27.58 27.09

1997-2005 Max. 186.04 197.01 92.08 97.12
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Table 5. (Continued)
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Arkansas Rice Louisiana Rice

History POLYSYS History POLYSYS
Prob. Annual Cash Flow Deficit (%)
1997 30.00 29.00 36.00 35.00
1998 47.00 46.00 50.00 48.00
1999 57.00 53.00 68.00 64.00
2000 33.00 33.00 70.00 66.00
2001 42.00 44.00 83.00 81.00
2002 51.00 52.00 89.00 84.00
2003 53.00 51.00 94.00 92.00
2004 72.00 69.00 92.00 87.00
2005 65.00 60.00 83.00 77.00

Note: NP = Northern Plains, SP = Southern Plains, and CB = Coastal Bend.

and wheat farms as compared to those farms
more dependent on cotton and rice. Over the
19972005 period, the average probability that
the farm will have to draw on past cash re-
serves or refinance to meet all cash obligations
increases by 1.6 percentage points on the Mis-
souri farm, 5.0 percentage points on the Texas
Northern Plains farm, and 3.3 percentage
points for the South Carolina farm. The op-
posite occurs for the predominantly cotton and
rice farms. On these farms, the probability that
the farm cannot meet annual cash flow needs
actually improves from 1-3 percentage points.
Again, the difference is due to the more ef-
fective downside safety net for cotton and rice
compared to wheat, feedgrains, and oilseeds.

The marginal improvement in the cash flow
probabilities for cotton and rice and the mean
expected levels in net cash farm incomes,
however, should not be interpreted to imply
that producers will prefer these crops over
wheat, feedgrains, and oilseeds. The overall
probability of annual cash flow deficits is sub-
stantially higher for the cotton and rice farms
than for the feed grain, wheat, and oilseed op-
erations.

Conclusions and Implications

The Texas and Kansas risk management teams
found that producers perceive commodity
price variability as the most important risk-
management issue they face. When higher lev-
els of price variability were estimated and in-

troduced in a farm-level context, representa-
tive grain farms faced higher mean net cash
farm incomes, but also more risk (i.e., higher
probability of annual cash flow deficits). The
representative farm analysis supported the fo-
cus group perceptions in the Texas and Kansas
grain-producing areas.

Producers in the focus groups identified
government program participation in the top
half of important risk-management tools. In-
terestingly, the marketing loan program for
cotton and rice may aid those producers rela-
tively more than grain producers in reducing
risk.

While it is impossible to conclude defini-
tive trends in acreage shifts given only one
year of operation under the 1996 farm bill,
survey results, expected returns relative to
variable risk cost exposure, and the general
economies on the representative farms suggest
that the farm bill provisions will favor feed-
grains, wheat, and oilseeds over cotton and
rice.

Regardless of the debate on the relative in-
crease or decrease in the risk exposure on
farms and agribusinesses due to the 1996 farm
bill, there is little controversy that agriculture
faces considerable risk. Risk management is a
major concern of producers and agribusiness-
es. The profession likely will allocate consid-
erable research, extension, and teaching re-
sources for developing an understanding of the
complexities of the risk management chal-
lenge.
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