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John Newton, Ph.D., Director Market Intelligence
202-406-3729  |  jnewton@fb.org

What’s New in the
2018 Farm Bill Debate?

Source:Source: USDA, AFBF Calculations
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Passed 2014 Farm Bill

Since 2013, Net Farm Income has declined by

52% 
$64,000,000,000
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Lower Crop Prices

The decline in crop revenues 
and modest declines in cash 
expenses pressured farm 
income lower. Expected to 
stabilize at lower levels.

USDA Grain Price Index

CONDITIONS IN THE FARM ECONOMY

2018F: 
$59.5 Billion
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THE “GOLDEN AGE” OF FARM 
INCOME IS OVER

Source: USDA, ERS

of Revenue Below 
The 2011-2013 Highs

USDA Projects 
A Decade Plus

Soybeans, -10%

Wheat, -22%

Corn, -21%
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Cumulative Percentage Change 
in Revenue Since 2011/13

FARM REVENUE SLOW TO RECOVER 
FOR MAJOR FIELD CROPS

Cotton, -4%

Source: USDA, AFBF Calculations

POLICY AND MARKET-BASED 
SOLUTIONS

Source: USDA, ERS

FARM RISK 
MANAGEMENT TOOLS

MARKET ACCESS & 
DEVELOPMENT
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THE CONGRESSIONAL TOOLBOX

Source: USDA, ERS

CUTTING RED TAPE & 
REDUCED REGULATORY 
BURDEN
Congress finding ways to reduce 
the costs of farming. Federal 
Funding Accountability and 
Transparency Act DUNS Number

CROP INSURANCE, FARM 
PROGRAM PAYMENTS, 
CONSERVATION 
ASSISTANCE
These programs help when crop 
prices or revenue fall below 
threshold levels. Conservation 
programs provide financial benefits, 
including cost-sharing, for 
conservation initiatives. Protection 
for emergencies and prolonged 
declines in income

Two Sides of the Balance Sheet:

Protect Farm Bill Spending
AFBF Lobbying Objectives

2014 & 2015

Consecutive years 
of commodity 
price and farm 
income declines

July 2016

AFBF President 
Zippy Duvall 
forms farm bill 
working group

December 2016 

AFBF Policy 
Development and 
2018 farm bill 
priorities 
established

Spring 2017 

Congressional 
Committees begin 
field hearings and 
listening sessions

Throughout 2017 

Farm bill markers 
introduced, i.e. 

dairy/cotton fixes, 
crop insurance, 
commodity 
programs

Spring 2018

Stated goal of 
working on next 

farm bill

FARM BILL TIMELINE

Source: USDA, ERS

Farm Bureau President Appoints Farm Bill 
Working Group

Zippy Duvall
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FARM BILL PROJECTED OUTLAYS 
2017-2027

Source: USDA, ERSSource: Congressional Budget Office June 2017 Baseline

Total $878 Billion

Million Dollars

IMPORTANCE OF NUTRITION PROGRAMS

Source: USDA, ERSSource: Bureau of Labor Statistics, U.S. Census Bureau

U.S. UNEMPLOYMENT RATE, JULY 2017
June 2017 U.S. 
Unemployment Rate

4.4%
Higher in Rural 
America

$71,000,000,000
In counties of rural America the percentage 
of individuals on SNAP is as high as 50%

13% of U.S. 
Population on SNAP

INDIVIDUALS ON SNAP, %

SNAP Use is Much Higher in Rural America
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FARM BILL PROJECTED OUTLAYS 
2017-2027

Source: USDA, ERSSource:Source: Congressional Budget Office June 2017 Baseline

FARM BILL – EXCLUDING NUTRITION
2017-2027

Total $199 Billion

CHANGE IN FARM BILL OUTLAYS 
2018-2027 Minus 2014-2023

Source: USDA, ERSSource: Congressional Budget Office January 2014 and June 2017 Baseline

Nutrition and Crop Insurance Now Projected to Cost Less, While 
Commodity Programs Cost More Due to Lower Crop Prices

Million Dollars
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Commodity programs to cost more 
due to declining crop prices. 
Challenges in safety net revealed 
in recent years. 
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REVIEWING ARC-CO & PLC PROGRAM 
PAYMENTS 2014 to 2016

Source: USDA, ERS

Decline in ARC-CO Participation

Field Crop
PLC Reference 

Price
ARC-CO & PLC 

Payments $/Base Acre
Corn (ARC) $3.70 bushel $10.9 Billion $37

Wheat (ARC/PLC) $5.50 bushel $3.4 Billion $18

Rice (PLC) $14 cwt $1.7 Billion $122

Soybeans (ARC) $8.40 bushel $1.6 Billion $9

Peanuts (PLC) $535 ton $1.4 Billion $158

Sorghum (PLC) $3.95 bushel $691 Million $23

Seed Cotton 36¢ Lb. NA NA

Source: USDA FSA, AFBF Calculations

PRIMARY ISSUES IN FARM BILL

Source: USDA, ERS

− CBO BASELINE
ZERO SUM GAME, NEW SPENDING REQUIRES OFFSETS

− PROTECT CROP INSURANCE
POTENTIAL “REFORMS” WOULD HURT FARMERS, I.E. HARVEST PRICE OPTION

− COTTON AND DAIRY SAFETY NET
COTTON RETURN AS COVERED COMMODITY
DAIRY PROGRAM ENHANCEMENT

− REFRESHING COMMODITY PROGRAMS
COUNTY YIELDS IN ARC, WHEN DOES IT TRIGGER?
SUPPORT LEVELS FOR PRICE LOSS COVERAGE PROGRAM

− CONSERVATION PROGRAMS
RENEWED INTERSTED IN LIFTING CRP CAP, REVIEW CRP RENTAL RATES

− SUPPLEMENTAL NUTRITION PROGRAM
80% OF FARM BILL SPENDING, CONCERNS OVER FRAUD AND ERROR RATES

− LIVESTOCK 
FOOT AND MOUTH DISEASE VACCINE BANK
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PROTECT CROP INSURANCE

Source: USDA, ERSSource: OMB and Trump’s Blueprint
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Small programs
Conservation Programs
Eliminate Harvest Price Option
AGI on Crop Insurance
AGI on Title I
Limit crop insurance premium subsidy to $40K

Proposal is to cut
$38 Billion Over 10 Years

Million USD

Trump Budget Blueprint

ARC-CO REVENUE PROTECTION

Source: USDA, ERSSource: USDA FSA, AFBF FBWG

Potential Reforms to ARC-CO

AGRICULTURAL RISK COVERAGE In 2015, Johnson County, Iowa
$70 base acre

In 2015, Washington
County, Iowa

$0 

$10,467,000,000
ARC-CO Payments During 2014 and 2015 
Includes corn, soybeans, wheat and 
other field crops

PROGRAM PAYMENTS

CORN EXAMPLE

CHALLENGES
• Payment disparity across county lines—

oversampling of poor yields
• Declining commodity prices lower program 

payments based on five-year averages

AFBF RECOMMENDATION
• Improve the integrity of ARC-CO by using crop 

insurance-reported yields and making the 
program more responsive to declines in farm 
revenue. 

OTHER CONCEPTS
• Make ARC-CO trigger sooner or have a wider 

payment band. 
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FARMERS MOVE TO TARGET PRICE 
SUPPORT 

Source: USDA, ERSSource: Congressional Budget Office
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ARC-CO PLC
Decline in ARC-CO Participation

Corn, Soybeans and 
Wheat All Expected 

to Switch to PLC

CONSERVATION PROGRAMS

Source: USDA, ERSSource: USDA, AFBF Board

Reforms to the CRP Programs

Conservation (CRP)
CRP Rental Rates Relative

to NASS Cash Rents

HIGHLIGHTS
We support:
1. Working Lands Programs
2. Reassessing rental rates to 

ensure farmers are not 
competing with gov’t for 
access to land

We do not support:
1. Increasing the cap on the CRP 

above the current 24 million 
acre cap.

FY2016 Conservation Reserve Program

23.8 Million Acres
Total $1.8 billion

$73 per acre 

Greater than 90%
Shaded counties are areas where 
average CRP rental rate exceeds 90% of 
NASS cash rent

2016 CRP Rental Rates
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Source: USDA, ERSSource: AFBF, USDA NASS, USDA FSA
Discussions on Reallocating Base to Reflect 

Modern Plantings

Corn
37%

Soybeans
21%

Wheat
24%

Cotton
7%

Peanuts
1%

Rice
2%

Other 
Crops
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Ratio of Base to Actual Plantings 2009-12

Ratio of Base to Actual Plantings 2014-2017

BASE ACRES
Farm program payments are based 
on base acres, not actual plantings. 
More than 80% of base acres are in 
major field crops of corn, soybeans, 
and wheat. When was the last time 
you planted a crop for which you 
have base?

MANDATORY OR VOLUNTARY BASE 
ACRE UPDATING

SNAP REFORM…USDA HARVEST BOX 

Source: USDA, ERS

Can USDA Deliver Food Similar to Blue Apron?
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DISASTER FIX – COTTON SAFETY NET

Source: USDA, ERS

Seed Cotton Proposal

• Cotton eligible beginning in the 2018 crop year to participate in Title I commodity 
programs for seed cotton. 

• The seed cotton marketing year average price is a weighted average of the upland 
cotton lint price and the cottonseed price. 

• The seed cotton payment rate will be based on a reference price of $0.36 per 
pound, with a price floor equal to $0.25 per pounds. 

• Program payments per base acre would be equal to the seed cotton payment rate, 
multiplied by 2.4, multiplied by the upland cotton payment yield. 

• There will be a one-time opportunity to update the payment yield for upland cotton 
based on 90 percent of the 2008-2012 actual yield, excluding years in which cotton 
was not grown.

• Total program payments will be made on 85 percent of a farm’s seed cotton base 
acres. These payments will be decoupled from actual planting decisions.

• Generic base, formerly cotton base, will be reassigned using the following options:
• Default Option 1: Seed cotton base equal will be the higher of 80 percent of 

generic base or 2009 to 12 average seed cotton plantings, not to exceed total 
generic base. Unconverted generic base becomes unassigned crop base and 
ineligible for ARC/PLC; or

• Option 2: All generic base converted proportionally based on 2009 to 12 
average plantings of seed cotton and other covered commodities.

• For any farms with generic base and no covered commodities from 2009 to 2016, 
those generic base acres will become unassigned crop base and ineligible for Title I 
commodity programs.

Source: Disaster Bill 2018

DISASTER FIX – COTTON SAFETY NET

Source: USDA, ERSSource: USDA NASS and Author's Calculations

Cotton Was Removed from Title I in 2014 
Farm Bill
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 Seed Cotton Price
Seed Cotton Reference Price

Proposed “Seed Cotton” Price, Reference 
Price and Payment Rate
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Seed Cotton Program Payment

2018 Crop Year
Could See Nearly 

$700,000,000
in Cotton Payments

“Seed Cotton” Unginned upland cotton that 
includes both lint and cottonseed
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DISASTER FIX – DAIRY SAFETY NET

Source: USDA, ERSSource: Disaster Bill 2018

Dairy Fixes to MPP

• Beginning with the 2018 coverage year the Margin Protection Program will 
be modified to provide enhanced coverage at more affordable rates. 
Changes to the program include: 

• Tier 1 coverage, i.e. milk eligible for the lower-tiered MPP premiums 
rates, was raised to 5 million pounds of covered milk. This was increased 
from the previous level of 4 million pounds of covered milk.

• The premium rates for Tier 1 coverage were reduced significantly. 
Premiums for $4.50 and $5.00 coverage were eliminated, and other 
premiums were reduced by an average of 70%. The downloadable 
Excel MPP calculator includes a chart demonstrating the new Tier 1 
premium rates.

• MPP margins and program payments will be calculated monthly. 
Previous the MPP margins were calculated on a bi-monthly basis 6 
times per calendar year.

• Waives the $100 administrative fee for underserved producers such as 
limited resource, beginning and minority farmers.

• Dairy farmers will be given an opportunity to re-enroll in MPP or change 
coverage levels for the 2018 coverage year. The sign-up deadline was 
extended 90 days into May 2018.

• Farmers participating in Livestock Gross Margin Insurance for Dairy Cattle are 
not eligible for MPP coverage.

DISASTER FIX – DAIRY SAFETY NET

Source: USDA, ERSSource: The Disaster Package, AFBF Calculations
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Coverage Level

Prior Tier 1 Premium Rates

New Tier 1 Premium Rates

MPP Premiums Were Made 
Much Cheaper

Expected Benefits Range from -$100 to $21,000 for 
a farm with 5 million pounds of covered milk
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WHERE U.S. AGRICULTURE DOES BUSINESS

Source: USDA, ERSSource: FAO

TOP IMPORTERS: 53% Canada, China, 
Mexico and Japan

25% of U.S. 
agricultural products are 
exported yearly

#TradeWar

@FBMarketIntel
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