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Issues to Address

1. Is real farm income at a high, near record
level?

2. Do farm program payments, especially the
direct payments, get capitalized into lanad
values?

3. Do liberalized trade agreements Improve or
harm ULS. preducer income?

4. How! Impertant are farm pregrams; te: famm
INCOme?

5. Do ULS. farm pregrams hurt fammers in
develeping countries?



1. “U.S. Farm Income Is
at highi or near record
levels....”

Can this be true? - Mayle its hew.
you complle the AUMmBErS....



USDA Statements

= *Record net farm income last year and
projected toe be down slightly this year, but
overall continued good proefitability” - Keith
Collins

= S E3rm heusehoeld iInceme continues to be
welllalbove average heusenoeld iInceme fior

the rest of our country’s Consumers: -
USDA ERS



Table SD—Incurﬁé Statement for U.S. F;rm Sector

1995-2004
200 2002 2003 2004 2005F average
3 Biliion
Cash income statement
1. Caszh receipts 20041 1850 2B E 241 2 2396 2025
Cropz ! 933 1M .0 1110 178 T80 1029
Livestock 106.7 940 1056 1235 1237 996
2. Direct Government payment= = 207 112 172 13.3 214 141
3. Farm-related income * 148 148 157 172 183 134
4. Grozs cash income (1+42+3) 2356 22410 2495 27 273 2305
5. Cash expenses = 1755 1716 17749 186.2 1940 16549
6. Met cash income * r4-51 601 495 1B ga.5 0o.2 E1E6
Farm income statement
7. Grozs cash income (1+2+3) 2356 2210 2495 277 2733 2305
8 Noncash income © 12.0 12.3 12.8 13.6 14.2 11.4
9. Yalue of inventory adjustment 1.1 -34 25 7.0 -3.0 0E
10. Gross farm income [7+3+39) 2487 2299 2598 2823 2905 2425
11. Tatal production expenses 1971 1954 2003 2098 2187 1901
12. het farm income (10-111 215 366 295 825 T1a 524

F = forecast. P = preliminary. Mumbers may not add due to rounding. 1. Includes commodiies placed under CCC loans and profts made on loans
redeamed. 2. Direct government payments include only payments made directly to farmers, including realized marketing loan gains. I publications prior to
May of 2001, marketing loan gainzs were included in cash receipts rather than in government payments, 3. Income from custorn labor, machine kire,
recreational activities, forest product =ales, and other farm sources. 4. EXcludes depreciation and perquisites to hired labor. 5.
Excludes farm operator dwelings. 6. Value of farm products consumed on farms where produced plus the imputed rental value of farm
dwellings. [Information contacts: Roger Strickland, E-mail: rogersi@ers usds.gov] Mote: The currert farm incame forecast and historical statistics can
always be found at http ity erz uzda.goviDataFarmincomesfinfidmu bim

Published August 2005

(USDA ERS data.....)



Table 31 —Awveraqe Income to Farm Operator Households '

2009 ® 200z 2003 2004F 2005F
Lioll3rs ger i3
Met cash farm business incame ? 14,2311 11,331 14 575 20633 18,285
Less depreciation * F.E09 2,189 ¥ 246 2,085 -
Less wages paid to operatar® Q32 Ebats G2z T4 -
Less farmland rental income ® Ly G621 Lt by 2065 -
Less adjusted farm business income due to other househaldis) " 1,083 1,242 1,401 2,909 --
Dollars per fame opeator koo sekold
Equak adjusted farm business income 4,211 516 3,556 2,081 --
Flus wages paid to aoperatar o3z FoE [=1=35 a7 --
Flus net income from farmland rental ® = -- - -- -
Equak farmsel-employment income 5,143 1,273 5,233 2,838 --
Flus other farmerelated earnings ® 296 2,199 2411 5 363

Equals earnings of the operator household from farmil h,5390 3473 7,649 14,201 12,077

Plus earnings of the operator household from off-farm 58,578 62,285 60,865 72,871 76,028
Equals average farm operator household income com 64,117 65,757 68,515 87,072 88,105

to U5, average household income, as measured by the CPS
Dollars ger U5, Rowsekald

U.S. average household income "' 58,208 57 252 59,057 G0 ,525 --
Pement
Average farm operator household income as 110.2 113.7 116.0 = =
percent of LS. average household income
Awarage operator househald eamings from farming activities =] 53 11.2 163 137
az percent of average aperator househald income
F = Preliminary. F =forecast. -- = not available. ™ = The relative standard error exceeds 25 percent, but & no more than 50 percent.

'This table derives farm operator household income estimates from the Agricultural Resource Management Study (ARMSE) that are consistent with Current
Fapulation Survey (CFPE) methodalogy. The CPS, conducted by the Census Bureau, & the source of official U5, household income statistics. The CPS
defines income to include any income received as cash. The CPS definition departs from a stricthy cash concept by including depreciation as an expense
that farm operators and othersel-employed people subtract from gross receipts whean reporting net cash income.

“Frior to 2000, net cash income from operating another farm and net cash income from farmland rentalwere included in earnings from farming activities.
Howewer, because of a change in the ARMS surnvey dezign, net cash income from another farm and net cash income from farmland rental are not
separable from total off-farm income. Akhough there & no effect on estimates of farm operator household income in 2000 and beyond, estimates

of farm zelf employment income, other farm related earnings, earnings of the farm from farming activities, and earmings of the farm from off-farm

sources are not stricthy comparable to those from previous years, In 2002, net cash income from operating anotherfarm i once again included as earnings
fram farming activities.

“A component of farm sector income. Excludes income of contractors and landlords, the income of farms organezed as nonfamiby corparations or
cooperatives, and income of farms run by 3 hired manager. Includes the income of farme organized as proprietorships, padnerships, and fami

(USDA ERS Data)



2. We have been told:
“Decoupled payments
SuUpport farmers without
Impacting production”

S0, market prices alene will
determine acreage use, and
farmmers will-have extra moeney. te
spend on family living...



Farm Program: Payments- Last
O Years plus 2005 Estimate

= Commodity and CRP payments have ranged
petween 8 billion and 25 billion dollars annually.

= Since 2002 have been somewhat
countercyelical withi commodity: prices

= he 1996 farm bill'was te “transition” preducers
OUL off support payments and weuld e the enad
Off Moest commodity payments?

= | ef’s go to the numBEers....



Direct government payments
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Farm Payments Distribution
2002

- Top 25% of counties (134 cos.)
] 25-50% (307 cos.)

[ 50-75% (498 cos.)
Bottom 25% (2194 cos.)

Source: Bureau of Economic Analysis, REIS Canter for the Study of Fural Amarica, FREKC




Top 25% of Counties Dependent on Farm Payments
2002

*Note: Dependency determined by Farm Payments as re of Personal Income
Source: Bureau of Economic Analysis, REIS Cantor for tha Study of Rural America, FREKC




Are commodity payments
doing what we want?

= \While these counties likely would be suffering a
lot more without supperts, the cencern Is that the
gevernment payments are just being capitalized
Intorland rather than bridging an iInceme gap: in
production.

= Accornding te KSU| these same areas are most
susceptible te large decreases in land values If
goevermnment payments stopped.



Figure 2. Portion of 2005 Agricultural Crop Land Value Attributed to Government
Payments
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Source: Kastens and Dhuyvetter, September 2005



Figure 3. Estimated Reduction in 2005 Crop Land Values with the Elimination of
Government Payments

Source: Kastens and Dhuyvetter, September 2005




Are liberalized trade
agreements beneficial to
producer Incomes?



Exports Did Not Deliver
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U.S. agricultural trade value
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USDA ERS information....




U.S. trade balance with Canada and Mexice in agriculture and foed products, 1993 and 2004"

Mexico: food F'TCIdIJ'EIS h‘

2004 [O1993 | 1

Mexico: ag products g
panada fnod products _D
Canada; ag products** H

53,500 -53,000 -52 500 -52,000 -51,500 51,000 5800 &0 S500 §1.000 51,500

Millions of dollars

Trade balance represents domeastic exports minus consumption imporns
" Canadian ag products incude catle net exports for 2002,

Source: USITC and authors analygis



4, Farm programs are essential to net
farm income.

_et’s look at some North Dakota
data...



An Average of Detailed Records
of Farms Annually Enrolled in
Farm Management Programs

located throughout North Dakota
Excluding farms located in the

Red River Valley
fior the years 1992-2004

NDEBMI averages: - WwWw.finkin. umn.edu/



Average Net Farm Income
ND Farm Business Mgmt., Excluding RRV
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Totall Gevernment Payment Inceme
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Net Farm Income

Excluding Gov't Pymts.
ND Farm Business Mgmt., Excluding RRV
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Net Farm Income

Excluding Gov Payments or Insurance
ND Farm: Business Mgmt., Excluding RRV
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Total Insurance Expense

ND Farm Business Mgmt., Excluding RRV
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lnsurance Income/Expense

ND Farm Business Mgmt., Excluding RRV
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Govemment Payments & Insurance income
as a Percent of Annuall Net Earm Income

ND Farm Business Mgmt., Excluding RRV
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5. We are being told
that “ U.S. farm policies
are decimating
agricultural preduction
In developing
countries.”

\Woeulalthe end of agrcultural
supports here and 1n ether
colntres reduce: production?



Acreage Response to Lower Prices
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Canada: Farmland Planted
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» Eliminated grain transportation subsidies in 1995

« Crop mix changed, total acreage remained flat
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Australia: Farmland Planted
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Mexico: Farmland Planted
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Mexico eliminated or reduced supports in the 1890s

Phased out import quotas under NAFTA

Increased acreage of above selected major crops

Total crop acreage also increases — 256 million acres in 1991, 265 million
acres in 2001
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iifU.S. discontinued all agricultural
supports, what would happen?

= | and values would decrease (especially in
the Great Plains states), putting producers,
their lenders, rural communities, and
Infrastructure all at risk. (KSU data)

= he experience In other countries shows that
virtually: all the land would continue te e
farmed, poessibly: by different owners, But
Ssupplies ofi commodities likely would net
change, and may’ even increase as; proaducers
tny te: maximize voelume: to offset lowered
[EVERUES.



2007 Farm BillfQuestions

Wil ULS. taxpayers continue to support
agricultural payments at these levels? (up te 25
billien/year)

What Ifi our trade negotiators “give away. the
store” In terms of agreeing to huge cuts in
SUppert programs?

What 1if WO rules  that moere of our commoaity
supports are lllegal? (Example-Cotton)

Can We change te a system of consenvation and
ether envirenmental payments and will it be
eneugh te keep preducers on the land?



2007 Earm billguestions

\What Is the future ofi CRP as well as wetland
rieserve programs and grassland reserve
programs?

Can we significantly increase doemestic use and
rieduce carryever of some commodities by
Eencouraging more renewable energy: crops?

ffthe deficit requires cuts in agriculture
Programs,, ane payment limits better than
pregam cCuts?

Can we! triuly, compete withl ether preducers in
the woerld?




Our Vision fer Euture Agriculture
Policy

= The measure of success of any farm bill
nas to be the level of net iIncome for
oroducers.

= Earmi policy: should net be developed for
multi-natienal corporations, Processers,
exporters, integrated livesteck producers
and alllsimilar firms Who profit fliem; Iow.
commaodity’ prices.




Our Vision fer Euture Agriculture
Policy

= Farmers Union:is . committed to working toward
Innovative farm policies that improve net farm
iIncome.

= \\Ve expect better targeting of farm program
payments to family farms, defined as a unit using
land anadl ether capital investments operated by a
family: Who: previde stewardship and management,
take econemic risk, and provide the majority. of the
supervision and work oni the farm or ranch. A
vertically' integrated or multinatienal grain and feed
conglomerate s net a family famm. The decline in the
Aumber of family-sized cemmercial fams must be

reversed.




Our Vision fer Euture Agriculture

Polic
n A Renewable Energy. = Continue CRP only on
Reserve should be most environmentally.
: sensitive lands, and offer
ehstabllshgd ;ordc_:ropsd horter term CRP
that can be dedicate contracts for specific
to fuel production. conservation needs.
= Eully fund the Prohibit whole farm CRP
- : enrollment due to
Conservation Security detrimental effects on
Program, one of the rural communities.
MOSt Innovative = Encourage innovative
attempts at conservation practices in
conservaton on conjunction with carhon
working lands, not SecllissiEllon
retiredilands. SNANICENEN]

oppertunites infCSP,
CRP, Waler hank and
GRP.



Our Vision fer Euture Agriculture
Policy

= \\e believe that an analysis of current trade
agreements is needed to determine if they are
accomplishing their stated goals, before our
government negotiates any new ones.

= Recognize that food security Is hen-negotiable for
many: trading partners, andwhile it may make
economic sense for some countries to give up
traditional food security: In favor of Importing all their
feod, It Is net geing te happen, and full market access
IS not likely either.

= |nternational trade agreements must have a speeady/
and fair means of reselving disputes among trading
partners, and must have previsions o acceunt for
iereign cunrency. revaluatiens as well as laber anad
envirenmental standands.




Our Vision fer Euture Agriculture
Policy

= A countercyclical.mechanism and lean rates
should be maximized to legal limits under WO
iules, but almost as iImpoertant Is seme sort of
iIndexing of loan rates or payment rates to
account for increasing costs of production,
especially in times of high energy: costs.

= Risk management will' continue: to be vital to
producers, and we envision Seme. soli of
PENManent disaster pretection In the fonm of
Increased subsidy off higher levels of crop
Insurance ceverage. Possibly seme sort of group
ISk coverage and Whele farm enterprising Wwould
e feasible (o previde this level ofi protection for
Producers.




Our Vision fer Euture Agriculture
Policy

= \We believe our nation’s producers have the right
to label their products as a premium preduct of
the US. A majority of producers favor COOL, a
AUge majority off consumers want it, and It needs
to be Implemented.

= /e believe that COOL needs to be enacted In
conjunction with the Natienal Animal
ldentification system. It doesn’t make Sense to
trace animals back te the famm for disease
pUrpeses, but then buy foreign ag products
WhHICH are mixed Into our foed supplies Withoui
traceanility.



Wrapping Up.....

= Farm policy and glebal trading agreements
have the potential to: permanently transform
agriculture as we know it teday.

= The owner-operated family farm Is.the
keystone of a free, progressive, demaocratic
national society, as well as a streng America.
Aboeve allj, farm policy needs to recegnize and
puIldien the strengthl off our nation’s
agriculture, not throw! It on the: altar of
globalization andlthe fiailled ecenemic policies
of the past.

= Change Is inevitanle, but hew we anticipate
aind adapt te; change! IS Upite Us.
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