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20083 Fanm Billi:BigeRretune el hepness

Continued Expansion in Scope of the Bill
3 First livestock title
3 First title for horticultural and organic crops

Rebalances Spending to Non-Title | Programs
3 Continued Increasing Role of Conservation Programs

3 Redesigns CSP program (now Conservation Stewardship Program)
z Must meet stewardship threshold for at least 1 priority resource concern
z Expands CSP by 12.8 million acres per year

3 Creates Cooperative Conservation Partnership Initiative
z Encourage producers to cooperate to meet conservation priorities
z 6% of all conservation spending (excludes CRP, WRP, GRP, FPP)

3 Food as More than Energy

Attention to Beginning, Socially Disadvantaged, and
Economically Disadvantage Farmers
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20083 Fanm Billi:BigsRretune el herness

Continued Expansion in Commodities Receiving Support
3 Horticultural Crops

More Restrictive Means Testing of Farm Payments

3 Farm program payments denied if average adjusted gross nonfarm
income for previous 3 tax years exceeds $500,000

3 Direct payments denied if average adjusted gross farm income for
previous 3 tax years exceeds $750,000

3 Individuals can no longer double payment limit, but spouse qualifies

Risk Management Emphasized Over Increased Payments

3 Agricultural Disaster Relief Trust Fund
z Funds: (1) Supplemental Revenue Assistance (SURE), (2) Livestock Indemnity
Payment, (3) Livestock Forage Disaster, (4) Emergency Assistance for
Livestock, Honey Bees, and Farm-Raised Fish, and (5) Tree Assistance

3 ACRE (AVERAGE CROP REVENUE PROGRAM)
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Policy Objectives: Grop Insurance and SURE

C Crop Insurance: assist with managing farm specific
crop production risk (called idiosyncratic risk) that
occurs between planting and harvest

¢ SURE (Supplemental Revenue Assistance):
assist with managing whole farm losses due to
adverse weather and assoclated with the deductible
part of crop Insurance
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SUREKSupplemental Revenue Assistance)
Thumbnail Sketch

SURE is whole farm (all crops/counties) production disaster assistance program
To receive a SURE payment, 2 triggers must be met:

(1) Crop insurance and NAP (Noninsured Crop Assistance Program) must be purchased for all
the crops raised on the farm, AND

(2) Farmis in a declared disaster (or contiguous) county, ORadver se weather re
total production by 50% or more

SURE payment = [ 60% of (farmdés SURE guar

For insured crops, guarantee per planted (and prevented planted) acre is essentially 115% of
selected per acre insurance coverage level (not technically correct).

For NAP crops, guarantee per planted (and prevented planted) acre is essentially 120% of
NAP coverage level (not technically correct).
8 Value is summed for all insured crops.

8§ Guarantee Is capped at 90% of farmbébs expected
Farmdés total crop revenue is the sum for all ¢
(A) insurance indemnities,

(B) prevented planting payments,
(C) other Federal disaster aid for same loss,

(D) 15% of direct payments,
(E) all counter-cyclical, ACRE, and market loan payments, and

(F) crop value based on harvested acres, actual yields, and U.S. market year cash price
adjusted for local/regional quality losses and excess moisture from adverse weather

For a more detailed presentation on SURE see Carl Zulauf, i Su p p | e mAgndulautral Disaster

Assistance in Food, Conservation, & Energy Act of 2008., AEDE-RPd 0107-08, May 2008, available at
http://aede.osu.edu/resources/docs/display.php?cat=21
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SUIRE SSemdriimitual Thaogghtsconlimplications

1. SURE s an incentive to buy at least 75% individual crop insurance
(115% of 75% is 86%, or just below 90% cap on SURE guarantee).

2. SURE most benefits areas with higher yield variability (ceteris
paribus). Yield variability increases the chance of a county disaster
designation (or a 50% or more declin

3. SURE raises questions about crop insurance and NAP. If a farmer
wants to qualify for SURE , insurance and NAP must be bought for all
crops grown on operational farm (all acres in all counties in all states).

4. SURE raises questions about crop rotation. SURE most benefits
single-crop farms because multiple crops reduce revenue variability.
For a single crop producer, at no extra cost, SURE increases insurance
coverage for the farm by 15% if there is a natural disaster.
Will farmers adopt an all-crop alternative year rotation, (100% corn
one year; 100% soybeans next year)?

Will farmers eliminate small acre crops, such as wheat in Midwest?
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ACRHAverage Grop Revenuer ElectionPPsggnam)
Orientation Thoughts

1. ACRE is a new and different program and thus requires patience and
an investment of time to learn.

2. Comparison of Program Objectives:

Marketing Loan/Counter-Cyclical Program: assist with managing
systemic risk of chronic low market prices over extended years

ACRE: assist with managing systemic risk of a decline in revenue
(price times yield) of a crop over a short period of years

3. Acreis arisk management program so both expected return and risk
of change in expected return need to be considered. Furthermore,
risk has several measurement dimensions (minimum revenue, chance
of bankruptcy, variation in return) and the level of risk a person is
comfortable varies by person.

4. A central question frames the ACRE decision:
Over the period of participation, does ACRE improve the management
of systemic revenue risk relative to the Counter-Cyclical price

program enough to compensate for the 20% reduction in direct
payments?
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Prices for U.S. Crrap Production Inputs and
Crapsl avdIncredging .. <. Jast Q@sDI 9T0s1 M F

105%

65%

54%

47%

Ratio: 8/74 to 1968-72 Ratio: 7/08 to 2002-06

= Crop Prices Olnput Prices

Notes: (1) Crop prices include all crops. (2) Crop production inputs include interest, taxes, and

wages. (3) Source: U.S. Department of Agriculture, National Agricultural Statistics Service
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Beginning witih 2009Crom Yiean;,, Choice of

(1) ACRE SSuite cof Icarm IRw@grams
(2) TiadittonaliSuite:affFanmBrogramss

Traditional Suite of
Farm Programs

Marketing Loan
Direct Payment

Price Counter-Cyclical

ACRE Suite of
Farm Programs

Marketing Loan at 70%
Direct Payment at 80%

ACRE State Revenue Program
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ACREPR@gramiletision

A farmer can elect to enter ACRE with the 2009, 2010, 2011, or 2012 crop.
Once a farmer elects ACRE, he/she is in ACRE through the 2012 crop. Thus,
a farmer can elect to participate in ACRE for the 2009-12 crops, 2010-12
crops, 2011-12 crops, or 2012 crop. As long as a farmer is not in ACRE,
he/she makes an annual decision.

ACRE must be selected ---- current suite of farm programs is default
selection if no choice is made.

ACRE payments are crop specific (for example, corn but not wheat can
receive a payment), but a farmer must elect ACRE for all covered program
crops and peanuts grown on the farm (for example, if the farm grows corn,
soybeans, and wheat, ACRE must be elected for all three crops).

For a more detailed presentation of ACRE see Carl Zulauf, ACRE (Average Crop Revenue Election) Provisions
in Food, Conservation, & Energy Act of 2008, 06 AEDE-RP& 0104-08, May 2008, available at
http://aede.osu.edu/resources/docs/display.php?cat=21
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ACOREaandSSHR B HavienlmopontamibDdferances

SURE

Unit is Farm Operation (all acres in all
counties/all states)

Disaster Assistance Program
Payment triggered by natural disaster that
results in county in which farm operates
declared disaster (plus contiguous)
county or far mos

If disaster declared, payment is based on
the shortfall in revenue for the farm
operation (all acres/all counties/all states)

Must purchase insurance and NAP for all
crops grown on farm operation and for
which these two products are available

prod

ACRE

Unit is FSA Farm Number

State Revenue Risk Management Program

Payment triggered by decline in revenue
calculated using state yield and U.S. price
(state yield and/or U.S. price declines)

Payment is based on the shortfall in state
revenue for crop

Must elect ACRE for all program crops on
FSA farm; direct payments reduced 20%;
marketing loan rates reduced 30%
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yclical Program

g0l Rriogranvy.s.

ACRE State Revenue Protection
Program

Targets State Revenue

State Target Revenue (referred to as
Revenue Guarantee) Changes Each Year
with U.S. Prices and State Yield (i.e.,
Follows the Market)

Farmer Must Experience a Revenue Loss
for the Crop Relatiywv
ACRE Revenue Guarantee for the Crop

U.S. Price Counter-Cyclical Program

Targets U.S. Season Average Price

U.S. Target Price is Fixed by the Farm Bill
and Does Not Change with the Market

Counter-Cyclical Payment Made or Not
Made Regardless of Whether the Farm
Experiences a Sizeable Loss or Has
Record Income
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