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Seminar QOutline

1. Provide Background on Policy Evolution of ACRE
Descri be Key Features of

3. Present Results from Analyses
Historical and Forward Looking

4. Draw Initial Potential Implications

5. ldentify Contemporary and Future Policy Research
Questions

ACRE includes a new state revenue guarantee program,
authorized by Food, Conservation, & Energy Act of 2008
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ACRE targets revenue
(state yield times U.S. price)

ACREOS revenue
with state yield and U.S. price

Farm must have a revenue loss for
a crop relative
benchmark revenue for the crop

ACRE partially coordinated with

crop insurance
[ premium added to
benchmark revenue for crop; ACRE state
payment capped at 25% of state guarantee
(most insurance is 75% coverage or less)]
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Marketing Loan and Counter-
Cyclical Programs target U.S. price

Marketing loan rates and counter-
cyclical target prices are fixed

Counter-cyclical and marketing
loan payments made if farm has
sizeable loss or record income

Counter-Cyclical and Marketing
Loan programs not coordinated

with crop insurance
[can be disincentive to purchase
insurance]
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Evalution of ACRE FRolisyPlPoeeess

This slide focuses on the 2008 Farm Bill. Numerous proposals for a revenue
farm support program have appeared over the years.

! !

American Farmland Trust National Corn Growers Association
American Farmland Trust adopts IFRP in its Public Policy Action Team Proposes a county revenue
Agenda 2007: A New Framework and Direction countercyclical program and farm-level base revenue
for U.S. Farm Policy, 5/2006. protection program, 10/19/2006.

! !

!

Average Crop Revenue Election (ACRE) Program
(1) Conference Committee includes ACRE in Food, Conservation, and Energy Act of 2008 (agreement 5/8/2008)
(2) Second veto override of H.R. 2419 occurs on 6/19/2008, completing action on 2008 Farm Bill. OHIO

o
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Evalution of AORY
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Integrated Farm Revenue IRdlicy Gonegjpts

Policy Concept in Integrated Farm
Revenue Proposal

Revenue instead of price support program

Revenue target market oriented (not fixed)

Policy Concept in ACRE

Revenue instead of price support program

Revenue target market oriented (not fixed)

changes each year with product of
(a) harvest futures price and
(b) U.S. trend-lineyield

Objective is to help farmers manage
systemic revenue risk
Specifically, planting-to-harvest declines in
U.S. revenue associated with crop production

Revenue support program integrated with
crop insurance to remove systemic
revenue risk from insurance products

changes each year with product of
(a) 2-year moving average of U.S. cash price and
(b) 5-year Olympic moving average of state yield

Objective is to help farmers manage
systemic revenue risk
Specifically, short-term declines in state
revenue associated with crop production

Integrationremoved (Senat or
amendment), but elements of coordination

Ro

with crop insurance included in ACRE
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Beginning witlhh 2009Crom Yieau:,
Choice of

(1) Traditional Suite of Programs | (2) ACRE Suite of Programs

Marketing Loan Marketing Loan at 70%
Direct Payment Direct Payment at 80%
Price Counter-Cyclical ACRE State Revenue Program

ACREOGS per acre state revenue gua

[(90%) times (moving average of U.S. crop year cash price
for 2 most recent years)

times ( Ol ympi ¢ moving average of st

for 5 most recent years)]

Revenue guarantee cannot change more than 10% from prior year.
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ACREFRanmenDesision

CENTRAL OQUESTION: Does A CRE 6s$sate revenue
guarantee program improve management of revenue risk
enough compared to the price counter-cyclical program to
compensate for a 20% reduction in direct payments and 30%
reduction in marketing loan rates?

Why ACRE State Revenue Improves Risk Management
Relative to Counter-Cyclical

Revenue vs. Price
Updated Price vs. Fixed Price

Updated State Yield vs. U.S. Fixed Historical Yield

Payment Based on Planted Acres (upt o Far mos
Base Acres) vs. Historical Base Acres by Crop
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20% of Average USS . [DirectiRaymeent
Per Base Aare

Oats
Barley
Soybean
Wheat
Sorghum
Corn
Cotton

Peanuts

Rice $19.24

Direct payment reduction can be considered an ACRE
risk management fee.

Calculation is made using data from the U.S. Department of Agriculture.
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Comparison of Market and
Policy Parameters

Average | Counter- Average | Effective Revenue Cash

Planted Base Olympic | Cyclical Cash Target Protection Cost
Acres Acres Yield Yield Price Price Ex Land

Cro u.s. u.s. u.s. u.s. u.s. u.s. ACRE Counter- Ohio

P 2006-08 2003 2004-08 2003 2006-07 2010 Cyclical 2009
Corn 86 88 150.8/ 114.3/ $3.62/ $2.35/ $546/ $269/ $2.87/
million | million acre acre bushel bushel acre acre bushel

Soy- 71 53 42.0/ 34.1/ $8.29/ $5.56/ $348/ $190/ $5.13/
beans million | million acre acre bushel bushel acre acre bushel
Wheat 60 76 41.9/ 36.1/ $5.37/ $3.65/ $225/ $132/ $4.21/
million | million acre acre bushel bushel acre acre bushel

NOTES: (1) An Olympic yield removes the highest and lowest value; A C R E ¢ield calculation is over 5 most

recent years.
subject of debate.

(2) Determination of which 2 years to average to calculate A C R E éesenue guarantee is a

| present the most conservative (lowest) price alternative. (3) Effective target price

equals the target price minus the direct payment rate per bushel. (4) Revenue protection for ACRE equals
[average cash price times average Olympic yield]. (5) Revenue protection for counter-cyclical program
equals [counter-cyclical yield times effective target price].
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Prices for U.S. Crop Production Inputs amnd
SrQN ORInc@Dg .* MB @ Dh@RMIM F

128%

570/0 560/0 500/0

Increase between average for Increase between average for
1968-1972 and August 1974 2002-2006 and August 2008

BECrop 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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Payment Schematic

\Y, n u
n ar

Both must be YES

Adjustment to <~ Y  Farm Payment Rate
N
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