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.Agriculture Budget 

TALKIIG POIITS 

ALABAMA FARM BUREAU --;tMi:L w ~ :~ 
. APRIL 1, 198.5 ff-- --

o Outla7 baselines for FY-86/88 are in the $11-$12 billion range (c:eo) or 
the $12-$14 billion range (USDA), baaed on current services. Baselines 
used in the 1981 f&r11 bill were $2-$4 billion. 

o Senate Budget Conittee has approved cats in CCC progrm totalling $2 billion 
in FY-87/88, with no cuts in FY-86. M•inistration request is for $16 billion. 
We should be able to find $7-$8 billion and still be a~e to design an 
illproved f&rll progra1a; 

Fara Bill Schedule 

o Bea.rings are underway in both Senate and House Agrieul tare Coni ttees. Houe 
Subconittee u.rk-upa are expected to begin in late April. Seu.te u.rk-up 
should start in llid-118.7. 

o M•1n1stration is preparing to announce wheat and cotton aarketing quotas 
required under permanent law by April 1.5, and to adw1n1ster producer refer-
endus before August 1. Die latter can hopef'ull.7 be avoided. 

o Conventional wiado• is that econollic difficulties facing u.s. agriculture 
will prennt agreeaent on a "new• approach, realll.ting in a one or two J9&r 
extension of 198.S prograaa. Winter wheat faraere want to know details of the 1986 progra1a in June. 

Fara Bill PrOIO!&ls 

o M•inSstn.tion bill has no supporters. Helaa bill aons •ore gradll&ll.J 
toward urket-oriented agricultare. '!he trouble is that the trauition 
period 11&1 last )-.5 7eara, and lllUl1' faraera 97 not be able to BUrri.n 
on lower prices for that long. 

o Aaerican Fan Bureau bill (not 19t int.rocl11cecl) tries to ml.ance the necea&arJ 
and the poaaible. Target prices an red11Ced. ,,, per Je&r (after a one-1ear 
freese at 198.S le'Yels for 1986 crop11). Lou. rates are red•cecl 10% per 1ear 
until tbq reach 7Jf, of the arket price aftr8C9 d'llZ'ing tale prenoua .S fearB· 
Fan Bareau's coat eatillate for the bill ia $27 billion oYer 4 Je&rB, with 
aost in n-87/88. 

o Marketing loan propoaaJ. baa been endorsed 1',r Wheat Growers, Corn Growers, 
and the lational council of hrller Cooperati'Y98. It would Mlte U.S. ex.ports 
illaediatel.J c011petiti'Y9, bat at the expaae of the governaent. Soae W&J to 
lillit the coat expoaare woald han to be :toad. 

0 'lbere ia no ebortqe of ideu, mt DOile will gaa:raatee illproved fara prices 
and producer incoae mal.eas aoae 'DJ 1a toad to check the current sb&rp 

II: decline in fa.ra exports. 
, 
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Jiixport Im.tiative lleeded 

o 'l'he high dollar, foreign coapetition, alld u.s. price supports are causing 
usaive cancellations of U.S. fara export contracts. Since JaDUar7, sales 
of nearl.J 2.0 aillion tons of wheat have been diY&rted to other suppliers. 
Exporters indicate that lllleat exports in 1986 could be one-half of the 
1.4 billion bwshels sold abroad in 1984. Exports of other crops would be 
seriowsl.J affected aa well. 

o CCC inTentories of co•odities will reach a total value of $6.2 billion at 
the end of FI-85, including one billion buhels of wheat and corn. Storage 
costs will be $361 aillion. In n-86, stocka will be valued at $8.3 .billion, 
including 1.6 billion bushels of wheat and corn. Storage costs will exceed 
$.500 aillion. 

o Meeting last week between representatives of ujor fara and couodity 
organisations and White House officials focussed on possibility of iaple-
aenting ujor export PIK or bonus comodity prograa. Questions needing 
to be resolved includes 

--Would faraers, exporters, or foreign cuatoaers receive the benefit of the 
co•odity bonuses? Muy faraers would object if exporters were seen to 
be reaping larger profits. 

--Since u.s. co•ercial export prices would be lowered b;r the bonus payaent, 
would non-u.rltet econoaiea be eligible under the prograa? If not, aajor 
cuatoaera like the lonet Union aigbt incruae their purchases f'roa other 
suppliers. 

-Ia the U.S. prepared to ilapleaent a prograa under which foreign CODSlDlera 
would benefit for seYeral years wit.boat an mediate iaproveaent in prices 
to our fanera? It aight take five years before fundaaent&l chuges in 
world agricultural production and urketing patterns are reversed. 

--Is agriculture willing to accept its fair abare of budget reductions? 
As previowsl.J indicated, baseline savings of $7-$8 billion in n-86/88 
are possible without jeopazdising efforts to write a better fara prograa. 
However, ~ •fara advocates• are preparing to wse this isaue for 
their own political reasons. 
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