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Abstract

Discussions in the public arena have raised fundamental questions about the ulti-
mate goals of farm policy and the need for establishing a safety net for farm
households. This report examines four scenarios for government assistance to agri-
culture based on the concept of ensuring some minimum standard of living. Lower
income farmers would benefit relatively more from the safety net scenarios, while
farmers producing selected commodities benefit relatively more from current farm
programs. Farm households in the Northern Crescent, the Eastern Uplands, the
Southern Seaboard, and the Fruitful Rim all would generally receive a higher level
and a greater proportion of benefits than under current programs. A clear under-
standing of objectives and intended beneficiaries must be the starting point for dis-
cussions of future farm policy. 
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Summary

Government assistance to the farm sector provides relatively little to small farms.
Instead, most government assistance is to larger farms that receive support through
traditional farm program instruments such as crop insurance, direct payments, and
environmental conservation programs. This report looks at the issue from a differ-
ent perspective, one which might reduce government spending and ensure that all
full-time farmers receive an income to meet basic needs. Our study applies the
concept of a farm household safety net based on a set of standards commonly 
used in the economics literature and in Federal assistance programs for low- to
moderate-income households.

The report considers four safety net scenarios that would assure farm households a
certain level of income or consumption:

◆ Income equal to that of the median nonfarm household in the region.

◆ Income equal to 185 percent of the poverty line.

◆ Income equal to the average nonfarm household's annual expenditures.

◆ Income equal to the median hourly earnings of the nonfarm self-employed ($10
per hour).

The analysis estimates the distribution effects and costs of the four scenarios for
two time periods: 1993-97 and 1999-2003.

Current farm programs distributed some type of direct government payment to
about 36 percent of all farms in 1997, with payments averaging $7,987. The share
of farms receiving payments ranged from less than 20 percent for very small farms
to 75 percent for large farms. Under any of the four safety net scenarios, however,
all very small farm households would receive payments and payments per recipient
to other small farms would be more than twice as high as under current programs.

Farms in the Northern Crescent (Northeast and Great Lakes areas), the Eastern
Uplands (southeastern Appalachian Mountain areas), the Southern Seaboard
(Virginia through Alabama, excluding Florida), and the Fruitful Rim (coastal areas
in Southeast and West) would all benefit more from the safety net scenarios
described here than from current farm programs. Farms in these regions typically
produce dairy products, beef, hogs, other field crops, fruits, and vegetables and
produce less of the farm program crops than producers in other regions.

We base the four farm safety net scenarios outlined here on the income characteris-
tics of farm households, not on commodities produced by a farm. Thus, lower
income farmers are more likely to benefit under these safety net scenarios, while
farmers producing selected commodities benefit more from current farm programs.

The scenarios considered here are meant to be illustrative. Safety nets may be
defined in many different ways, and future research should explore other scenarios
and the applicability of the concept to sole proprietors in other occupations. Our
findings point out that national policy should recognize the diversity within the
farm sector and the need for something other than one-size-fits-all policy prescrip-
tions. A clear understanding of the objectives and intended beneficiaries is an
important starting point for discussions of future farm policy.


