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Farm Bill negotiations are influenced by their impacts on Federal outlays. Increasing per-acre corn
payments for commodity title programs will have a much more significant effect on total Federal outlays
than other crops because corn has many more base acres than other crops. Seed cotton, rice, and
peanuts have lower base acres; hence, spending increases tend to have much less impact on total
Federal outlays. As a result, seed cotton, rice, and peanuts often have larger per-acre increases in
spending than does corn. This process is illustrated with the House Proposal for the next Farm Bill.

Congressional Budget Office Baseline for the 2018 Farm Bill

At least once a year, the Congressional Budget Office (CBO) estimates Federal outlays for mandatory
farm programs. These projections typically are made for the next eleven years. In its June 2024 estimates,
CBO estimated outlays for the fiscal years from 2024 through 2034. These estimates serve as a baseline
for evaluating proposals during farm bill negotiations. CBO will estimate outlays from re-negotiated
portions of the farm bill, a process typically called scoring. Given current congressional rules, any
increases in spending must be accompanied by spending offsets from other programs. If, for example,
there is an increase in outlays for commodity programs, then the offset likely comes from programs
associated with other farm bill titles, including nutrition, crop insurance, conservation, and research. In
rare instances, offsets from the farm bill outlay increases can come from Federal spending outside the
farm bill.

Table 1 shows the CBO projections for the commodity title programs, Price Loss Coverage (PLC) and
Agriculture Risk Coverage (ARC). Those estimates assume that the 2018 Farm Bill's commodity title
programs will continue through the end of 2034. The CBO estimated total commodity title outlays at $43.9
billion from 2024 to 2034 (see Table 1).
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Table 1. Estimates of Federal Outlays on 2018 Farm Bill and the House Agricultural
Committee Bill, 2024 to 2034

CBO June 2024 Baseline University of lllinois Estimates
2018 Farm Bill * House Ag. Committee Bill 2

Payment Total Payment Total
Base Per Base Commodity Per Base Commodity Percent
Acres Acre® Payments * Acre® Payments *  Change °

(million) $ (% billion) $ (% billion)
Corn 94.5 $21 $21.9 $32 $32.8 49%
Soybeans 53.5 8 4.9 17 9.9 101%
Wheat 61.8 7 4.8 16 10.6 121%
Seed cotton 12.3 24 3.2 68 9.3 190%
Rice 4.6 78 4.0 180 9.2 132%
Peanuts 2.4 95 2.6 253 6.8 166%
Other Crops 19.7 12 2.6 25 54 112%
Total 248.9 $16 $43.9 $31 $84.0 91%

! Congressional Budget Office, "CBO's June 2024 Baseline for Farm Programs.” June 2024,
https://lwww.cbo.gov/data/baseline-projections-selected-programs.

2 Estimates made at the University of lllinois’

% Equals total commodity payments divided by base acres.

* For the fiscal years from 2024 to 2034.

® House estimated spending divided by 2018 Federal spending. farmdocpaiy

Two items to note in Table 1. First, Federal outlays on corn total $21.9 billion, or 50% of the $43.9 billion
outlays on commodity title programs. Corn represents a high proportion of the total expenditure because
of its large base acres. Commodity title payments are made on base acres, which differ from planted
acres. Base acres are specific to a Farm Service Agency (FSA) farm and do not change over time unless
authorized by Federal legislation, usually through a farm bill (see farmdoc daily, May 7, 2024). The 93.5
million base acres for corn represent 38% of the total base acres. As it has many base acres, any change
to corn per acre expenditures will significantly impact the total outlays associated with commodity title
programs.

Second, note that three crops have higher per base acre payments than the $21 payment for corn: seed
cotton at $24 per base acre, rice at $78 per acre, and peanuts at $95 per acre. These three crops have
19.4 million base acres, or 7.8% of base acres. While having 7.8% of base acres, these three crops
account for a much higher percentage of commodity title outlays at 22%; $9.7 billion on seed cotton, rice,
and peanuts compared to $43.9 billion in total outlays.

The above dynamics then have regional impacts. As one would expect, corn is concentrated in the
Midwest (see Panel A of Figure 1). Of base acres in corn, 16% are in lowa, 14% are in lllinois, 11% are in
Nebraska, 9% are in Minnesota, and 7% are in Indiana. While concentrated in the Midwest, all states
have some base acres in corn. On the other hand, seed cotton, rice, and peanuts are focused on the
south (see Panel B of Figure 1). Of total base acres, 28% are in Texas, 18% are in Arkansas, 10% are in
Georgia, 10% are in Louisiana, and 9% are in Mississippi. Southern crops are more concentrated, with 14
states accounting for 99% of base acres. By comparison, it takes 28 states to reach 99% concentration in
corn.
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Figure 1. Base Acres in Corn and Southern Crops
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Panel B. Base Acres, Long-Grain Rice, and Peanuts, 2024
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House Agricultural Committee Proposal for a New Farm Bill

The House Agricultural Committee previously reported a version of farm bill reauthorization, and CBO has
“scored” the proposal (CBO, August 2, 2024). CBO estimates that commodity title spending would
increase by $44.8 billion, representing a 102% increase over the $43.9 billion estimate for current
programs in the 2018 Farm Bill (see farmdoc daily, August 8, 2024 for further discussion of baseline
spending).

CBO does not provide a breakdown of outlays by program crop. To provide those breakdowns, we also
estimated outlays from changes in Federal programs. Our estimate was for a $40.0 billion increase, less
than the $44.9 billion estimated by CBO. Modeling assumptions of prices and yields account for some of
the difference. Moreover, our estimates hold base acres constant. CBO includes voluntary base acre
updating. While our estimates are less than CBO, both CBO and our estimates point to large increases in
Federal outlays for commodity titles under the House proposal.

Given our estimates, Federal outlays on commodity programs would increase from $43.9 billion to $84.0
billion, an increase of 91 percent (see Table 1). Outlays increase for all program crops, but the spending
impacts diverge by crop. Corn has the lowest percentage increase, at 49%. The most significant
percentage increases are for cotton at 190%, rice at 133%, and peanuts at 166%.
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Disproportionate Impacts Across Crops

Outlays for commodity title programs increased because of increases in statutory reference prices. The
House Bill also changed ARC by:

- increasing the coverage level from 86% to 90%, and
- Increasing the maximum payment from 10% to 12.5% of benchmark revenue.

The disproportionate results shown in Table 1 are mostly due to the changes to statutory reference prices.
PLC provides a payment when the MYA price is below the effective reference price. The effective
reference price is the higher of the:

- Statutory reference price, or
- 85% of the Olympic average of the five previous MYA prices, lagged by one year.

The effective reference price cannot exceed 115% of the statutory reference price. Payments are also
capped at the effective reference price minus a floor, usually the loan rate. Corn, for example, currently
has a loan rate of $2.20 per bushel. If the MYA price is below $2.20, the payment rate stops at the $2.20
loan rate rather than the lower MYA price.

The House Bill raised statutory reference prices for all crops. Of the major crops, the increase was less
for corn than the other major crops. Corn’s statutory reference price increased from $3.70 per bushel to
$4.10 per bushel, an increase of 11% (see Table 2). Soybean has a 19% increase, wheat a 15% increase,
seed cotton a 14% increase, rice a 21% increase, and peanuts a 19% increase.

Table 2. Statutory Reference Prices and Loan Rates in 2018 Farm Bill and House
Agricultural Committee Bill

2018 Farm Bill House Ag Committee Change’

Statutory Statutory Statutory
Program Reference Loan Reference  Loan Reference Loan
Crops Unit Price  Rate’ Price Rate’ Price  Rate
Corn Bushels 3.70 2.20 4.10 3.30 11% 50%
Soybeans Bushels 8.40 6.20 10.00 6.20 19% 0%
Wheat bushels 5.50 3.38 6.35 3.38 15% 0%
Seed cotton Pound 0.37 0.25 0.42 0.30 14% 20%
Rice Rice 0.14 0.07 0.17 0.07 21% 0%
Peanuts Peanuts 535 355 639 355 19% 0%

! House Bill divided by 2018 Farm Bill minus 1.0.

2 Prices for calculating the maximum PLC payment. Seed cotton does not have a loan rate. The House proposed
a floor different than the loan rate for corn. farmdocpaiy

The House Bill also introduced a floor that differs from the loan rate for calculating the maximum PLC
payment for corn. The floor is $3.30, $1.10 above the current loan rate of $2.20. A reason to add this floor
to corn is to reduce estimated outlays for corn, the crop with the most base acres. The addition of the
$3.30 floor reduced estimated Federal outlays by 11%, or $3.6 billion, from 2024 to 2034.

Summary

Changes in corn payments have a disproportionate impact on total spending because of the large number
of base acres. The same could be said for soybeans and wheat as those crops also have large shares of
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total base acres. Seed cotton, rice, and peanuts have fewer base acres. As a result, program changes
that increase per base acre payments result in smaller impacts on total outlays for seed cotton, rice, and
peanuts. This arithmetic of the farm policy has had an impact on the politics associated with passing the
Farm BiIll. Larger relative increases in support for crops with smaller base acre shares are easier to fit
within Congressional budget rules.
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