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Since the tariff and trade conflicts that began in 2018, through the pandemic relief assistance efforts in
2020, American farmers have received an unusual amount of ad hoc and supplemental or emergency
assistance (see e.g., farmdoc daily, April 18, 2018; July 31, 2018; August 16, 2018; August 28, 2018; May
22, 2020; July 10, 2020; September 3, 2020; June 6, 2022; April 5, 2023). From 2018 to 2023, USDA
reports a total of $77.8 billion in ad hoc and supplemental assistance to farmers, along with another $14.5
billion in non-USDA pandemic assistance (see, USDA-ERS, September 5, 2024). On October 25, 2024,
Representative Trent Kelly (R-MS) introduced legislation to provide a new round of ad hoc economic
assistance payments to farmers of selected crops for 2024 (H.R. 10045; see also, Kramer, October 22,
2024; ProAg.com, October 23, 2024). This article reviews the latest proposal and raises further questions
about its implications (see e.g., farmdoc daily, July 29, 2020; October 30, 2024).

Background

As previously discussed, crop prices will be lower for crops produced in 2024 than in recent years
generally because of growth in total supply from expanded acres in South America and overall good
yields in the United States (see e.g., farmdoc daily, October 16, 2024; October 8, 2024; October 7, 2024;
September 24, 2024; September 10, 2024; September 9, 2024; August 19, 2024; July 30, 2024). When
coupled with continued high input costs (e.g., seeds, fertilizer, chemical pesticides, and fuel, as well as
cash rent), the result can cause a squeeze for farmers between lower expected revenues against those
higher costs (see e.g., farmdoc daily, September 26, 2024). At the same time, farm payment programs
(Agriculture Risk Coverage (ARC) and Price Loss Coverage (PLC)) are not expected to trigger payments
to many farmers because crop prices were relatively high in recent years (see e.g., farmdoc dalily,

We request all readers, electronic media and others follow our citation guidelines when re-posting articles
from farmdoc daily. Guidelines are available here. The farmdoc daily website falls under University of
lllinois copyright and intellectual property rights. For a detailed statement, please see the University of
lllinois Copyright Information and Policies here.
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October 29, 2024; October 22, 2024). In general, these matters form the core of the premise behind the
ad hoc proposal.

The current situation presents a new twist on what are generally historical challenges between crop
prices, incomes, and costs. The anomalous situation since 2018 has been the unprecedented payments
made in addition to traditional farm program payments. Figure 1 provides a background perspective using
the national level nominal data from ERS (USDA-ERS, Farm Income and Wealth Statistics). Each year
reported by ERS is presented relative to 2002 and the 2002 Farm BiIll, tracing back to 1995, prior to
enactment of the 1996 Farm Bill. Figure 1 provides a national level perspective spanning the last five farm

bills.

Figure 1. Comparing Crop Receipts, Government Payments and Basic
Input Costs, Indexed to 2002

400 ;

350
300
250
200 A
150

100 4

Annual Amounts Relative to 2002

50 | p==

0
1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023

= == Government Payments (Crops only) Crop Receipts Input Costs

Source: Economic Research Service, USDA

Discussion

The ad hoc proposal is titled: Farmer Assistance and Revenue Mitigation Act of 2024, or FARM Act (H.R.
10045). It seeks to provide “economic assistance payments” for the current, 2024 crop year for “expected
gross return per acre” that is less than “expected cost of production per acre” (H.R. 10045). The
legislation defines eligible commodities to include all covered commodities in the Farm Bill and specifies
that cotton includes both extra-long staple and seed cotton (see 7 U.S.C. 89011). Notably, payments use
a calculation that is only applicable to the eight listed commodities (corn, soybeans, wheat, cotton, rice,
sorghum, oats, and barley). It adds that all other covered commodities not listed are to receive a
“comparable estimate of total production costs” and “gross returns” (H.R. 10045). That calculation is as

follows:

(1) Expected Gross Return Per Acre = the projected average farm price for the 2024-2025
marketing year as reported by USDA in the World Agricultural Supply and Demand Estimates
(WASDE), multiplied by the 10-year average national average harvested yield per acre.

(2) Expected Cost of Production Per Acre = based on the most recent costs forecast by USDA,
ERS for the eight listed crops (USDA, ERS: Commodity Costs and Returns).

(3) Economic Loss = Expected Cost of Production minus Expected Gross Return.
farmdoc daily November 4, 2024
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(4) Payment Amount = 60% of the Economic Loss multiplied by the eligible acres on the farm.

(5) Eligible Acres = acreage planted to the eligible commodities in 2024, plus 50% of the acres
prevented from planting in 2024 (presumably as reported to the Farm Service Agency).

Notable in this calculation is the use of a 10-year average national yields instead of the expected or
forecast yields (or actual when they are available) for the 2024 crop year, which is the year used for
everything else and for which the economic assistance is intended to cover. For most crops the 10-year
average would be lower than the expected yields for 2024, which would reduce gross return and increase
payments. Cotton appears to be the exception in which the 10-year average is higher than the current
2024 projection. The calculation also uses the total economic cost of production for these crops, which
includes costs for some crops like cotton (ginning) that is not included for other crops. As discussed
previously, this would have the effect of increasing the expected cost per acre for those crops and
thereby increasing the payment amount for them (see e.g., farmdoc daily, June 28, 2023; September 22,
2022; March 8, 2018). Table 1 provides estimated payment rates for each of the listed crops.

Table 1. Estimated FARM Payment Rates

ERS 2024 Economic FARM Payment

Crop 2024 MYA Price’ Yield? Production Cost®  Gain/Loss* Rate®
Comn $4.10 173.3 877 .53 -5166.88 $100.13
Soybeans 51080 49.8 5620.03 -582 62 54957
Wheat $5.70 47.5 $413.20 -5142 51 585.50
Cottan 50660 a61.8 590214 -5333.35 5200.01
Rice 50156 76322 $1.309.79 513477 $80.86
Sorghum $4.10 67.4 543583 -5159.65 59579
QOats $3.50 65.6 5523 41 -5293.99 5176.39
Barley $6.50 730 70TV 534 50.00
1F'rtJj:eI:titms for the 2024 MYA price from the October 2024 WASDE; all prices in $/bushel except for cotton and rice

which are $/1b

Hields are 10-year averages (2014 to 2023) from MASS

Cost of production ($/acre) forecasts for major field crops from ERS-USDA
hitps hwww.ers.usda. gowdata-products/commodity-costs-and-returnss

“‘Calculated as Price ¥ Yield less Production Costs
0% of economic loss farmdocoaiy

The bill would create a special payment limit provision for these payments, another break from historic
precedent. If an individual or entity (except for joint ventures or general partnerships) receives less than
75% of its average gross income (2020-2022 tax years) from farming, ranching, or silviculture activities
then the payment limit is $175,000; if the individual or entity (except for joint ventures or general
partnerships) receives 75% or more of its average gross income (2020-2022 tax years) from farming,
ranching or silviculture, then the limit is $350,000. If enacted, this would be the first instance in which
Congress explicitly differentiated payment limits by the size of the farm, although an earlier program
created by USDA (WHIP) included a similar version. The proposed limits would also provide for higher
limits for larger farms than previous assistance programs enacted by Congress, all which is contrary to
the traditional policy intent of limiting large payments to large farms.”*

! This sentence has been revised to clarify this issue. The Wildfires and Hurricanes Indemnity Program (WHIP) was created by
USDA in 2018 using funds from the Bipartisan Budget Act of 2018 (P.L. 115-123). The regulation included a similar split payment
limit, while the legislation was silent on the matter. USDA did not spend all of the funds and Congress repurposed the remaining
funds for WHIP+ in 2019 (P.L. 116-94). That legislation incorporated the earlier WHIP regulation by reference but was otherwise
silent on the specific issue of payment limits, which would likely be interpreted as ratification of the regulation (including the payment
limit) by Congress if it were challenged (see also, Stubbs, May 7, 2020).
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The economic assistance is to be paid out of the funds of the Commaodity Credit Corporation (CCC) and
the payments are to receive an emergency designation to avoid being subject to budget rules and
disciplines such as pay-as-you-go (PAYGO) restrictions and offset requirements. Table 2 provides
estimated spending on payments for the eight listed commodities. Payments for other eligible
commodities not listed are not included in this table but would add to the overall cost of the proposed
assistance.

Table 2. Estimated FARM Act Payments by Commodity

FARM Payment Planted Prevented Payment F:LRM TD:T

Rate' ($/acre) Acres’ Acres’ Acres® E;:r:_:?ﬂis
Corn 310013 89,097,583 2,688,767 90,441,966 59,056
Soybeans 34957 86,121,057 774,782 86,508,448 54,288
Wheat 385.50 49,356,812 390,680 49,552 152 4,237
Cotton 3200.01 10,278,959 349,923 10,453,921 52,09
Rice 580.86 2,884,053 417,430 3,092,768 3250
Sorghum $95.79 7,865,434 92,953 7,911,911 3758
Dats 3176.39 1,880,844 7,605 1,884,647 3332
Barley 30.00 2,255 737 23,742 2,267,608 50
Total 252,113,420 $21,012

'See Table 1 for calculation of estimates
“From Farm Senvice Agency crop acreage data, as of October 1, 2024

hitps:fhwww fsa.usda.govioolsfinformationalfreedom-information-act-foia/electronic-reading-roomifreguently-
reguestedicrop-acreage-data

*Planted plus 50% of Prevented Acres
‘FARM Payment Rate x Payment Acres farmdocpaiLy

Finally, Figure 2 provides a map of estimated FARM payments for the eight listed crops per eligible acre
by county. County-level per acre payments shown in Figure 2 are averages, weighted by eligible acres, of
the estimated payment rates by commodity reported in Table 1. Thus, the highest average payment rates
tend to be concentrated in the areas where the crops with the highest estimated payment rates were
planted (or prevented) in 2024. This includes counties in the southern US that produce cotton and, to a
lesser extent, counties in the northern US that produce oats.
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Figure 2. Estimated FARM Payments ($/eligible payment acre) by County
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Concluding Thoughts

The FARM Act, introduced on October 25, 2024, proposes payments to selected commodities based on
concerns about economic losses associated with the cost-price squeeze currently facing US crop
producers. For the major commodities with a specified payment rate calculation outlined in the proposed
legislation, we estimate the FARM Act would result in at least $21 billion in ad hoc support payments to
farmers.

The sheer size of the proposed support payments present significant hurdles to the FARM Act becoming
law as proposed. The estimated cost of $21 billion is more than the entire baseline for ARC-CO over ten
years, or more than seven years of PLC baseline. Moreover, the $350,000 payment limit that can be
doubled with a spouse or multiplied for every partner in a general partnership, could also present
significant political barriers. Given that the proposal would need to be enacted in an expected lame duck
session of Congress, such barriers could prove insurmountable because that session must deal with
remaining appropriations and other disaster relief efforts. Controversial elements like the overall cost or
the payment limits are likely to result in significant changes to the proposal, or its outright exclusion.

While the proposed FARM Act payments would provide payments to crop producers in the short-run,
concerns over the longer-term impacts on agriculture should be considered. Market signals suggest that
commodity prices could remain at current levels for the 2025 and into the 2026 crop years. If this occurs,
further cost adjustments will be needed to generate viable returns for farmers; providing assistance at this
scale will reduce market pressures needed to achieve those cost reductions.

A potential worst-case outcome for producers is that the Act ultimately does not pass, or passes in a
modified form with much lower levels of support, due to the previously discussed political hurdles and
results in another year of costs remaining at elevated levels based on the expectation of support as
proposed. Based on the potential for this outcome, farmers, landowners, lenders, and input supplies
should use caution in how they consider the proposed FARM Act in making decisions for the 2025 crop
year.

Finally, the FARM Act could also be interpreted as an acknowledgement that current farm policy is not
working or has too many holes and other problems that need to be fixed (see e.g., farmdoc daily, October
30, 2024). Its consideration in a lame duck session likely precludes reauthorization of the Farm Bill,
kicking the implications of that acknowledgement into a new year and a new Congress.
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