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Short Term Concerns

# Will Work Closely With Congress As They
Go Through Budget Process

# Our Membership Made Long-Term
Commitment In 2002 Farm Bill, Would
Hope...

# Think It Foolish To Unilaterally Disarm At
This Point



Report of the Commission on the

Application of Payment Limitations for
Agriculture

# Any substantial changes should take
place with reauthorization of the next
Farm Bill.

m The 2002 Farm Bill establishes farm payment
programs, including payment limits,through the 2007
crop year. While farm bills can be changed, their
multiyear nature provides stability for production
agriculture. Producers, their lenders, and other
agribusiness firms make long-term investment
decisions based on this multiyear legislation.
Consequently, if substantial changes are to be made
In payment limits, payment eligibility criteria, or
regulations administering payment limits, sych ________

channes shniild he nart of the reailithorization of the



What’s A “Family” Farm

® It’s not an operation
with 5 cows, 6 horses,
two pigs and 12
chickens anymore...




Family Farms Today..

® Diverse as any other
sector In business.

# Diverse business
structures

m Sometimes even
Incorporate

m Or form partnerships

m Sometimes have to get
big to support multiple
families




Farm Family Income Calculations

# National Average Family Income In 2003
m $52,000

# How big does a farming operation have to
be to provide $52,000 in net income from
agricultural sources?

# Off-farm income points acknowledged...
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B Farm Business Income Statement, for All Farms, by Production Specialty, for 2003
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Farm Business Income
Statement, for All Farms, by
. for 2003

Production Specialt

General
Item cash grains [Wheat Corn Soybean
Farms 85,503 47,847 113,750 58,732
Dollars Dollars Dollars Dollars
Gross cash income 210,656 121,907 178,621 91,717
Livestock income 25,921 11,103 4,488 1,472
Crop sales 130,718 67,122 130,695 67,493
Government payments 25,954 21,525 15,530 10,645
Other farm-related income 28,064 22,157 27,909 12,107
Total cash expenses 155,320 90,798 138,448 67,066
Variable expenses 107,376 65,061 91,353 45,920
Livestock purchases 2,442 1,299 2,403 354
Feed 4,713 1,526 2,865 715
Other livestock-
related 2/ 1,239 462 533 102
Seed and plants 15,891 7,121 16,203 8,849
Fertilizer and
chemicals 36,458 22,049 33,366 16,485
Labor 9,399 5,036 5,528 3,420
Fuels and oils 9,275 7,395 8,653 3,875




Bottom Of That Table With Adds

Fixed expenses 47,943 25,737 47,095 21,146 23,462
Real estate and
property taxes 4,016 3,127 4,306 2,501 1,859
Interest 8,873 6,867 9,293 4,905 5,067
Insurance premiums 7,603 7,272 5,926 3,008 5,329
Rent and lease
payments 27,452 8,471 27,570 10,732 11,207
Net cash farm income 55,336 31,110 40,173 24,651 46,812
Depreciation 21,409 12,136 17,832 8,993 10,881
Multiple of net cash less
depreciation to get to $52k 1.5 2.7 2.3 3.3 1.4
Implied gross cash $ 322,873 |$ 334,097 | $ 415,751 | $ 304,591 | $ 225,255

The Point — For Farms To Generate $52K Net, They Must
Have Sales In $250-$400K Range




2002 Govt Pmnts By Farm Size
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Switch Tracks

# Comments On
FTA’S versus
. WTO




Farm Bureau’s Approach

# Evaluate Agreement Once It It Reached

# If It Has Positive Economic Benefit To The
Sector Farm Bureau Will Support

® If Results Not Clear, Will Decide On Non-
Economic Factors

# If Negative, We Will Oppose




Expanding Market Access

# Negotiate significant tariff reductions from
bound tariff rates

# Use a combination of minimum tariff line
cuts, a formula cut, and a tariff ceiling to
address tariff rate dispersion and mega-
tariffs

® Fill, expand, and liberalize Uruguay and
Doha Round Tariff Rate Quotas (TRQ’s)



.

=

Effects of Straight Tariff Reductions on Indonesian Rice Imports
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Estimated Impact of Tariff Reductions
on U.S. Agricultural Exports of Feed Grains

0 20/30 40/60 60/90 80/100 100/100

Tariff Reduction Percentage
(Developing/Developed)

—— Q Change —=— P and Q Change



EU Export Subsidies Under the URAA
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Change In U.S. Feed Grain Dmd

Increased Demand for U.S. Feed Grains from the WTO With Specific Assumptions
(Values in Million Bushels)

Expanded Exports Increased Feeding Total
Tariff Reductions 300 50 350
TRQ Expansion 60 10 70
EU Subsidy Reductions 225 15 240
U.S. Subsidy Reductions -50 -50
Subtotal 535 75 610
Adjustment in Domestic Use -225
Net Increase in Feed Grain Demand 385

* - Assumes 40/60 Tariff Reduction, TRQ Expansion & Fill, Elimination of Export Subsidies



Yet Another Track

# Some Principals
To Keep In Mind
In Policy
Reform...




Capitalization Of Govt Support
Into Land Prices

# Imagine Kasten’s Land Price Change
Map...

# Took Us A Long Time To Get Here..



What We Need..

# Need To Give Us A Long Time To Get
Somewhere Else...

# Need To Create Environment Where
Entrepreneurs Can Thrive
m Tax Policy
m Regulatory Policy
m Trade Policy
= I[mmigration Policy



I Farm Bureau’s Long Term View







