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Congress continues to treat agriculture as if
it were 1933 instead of 2013. Agriculture is a
cutting-edge sector of the economy that contin-
ues to innovate and produce more food with fewer
resources.

Yet, every five years when the farm bill is up for
renewal, many legislators, including those who
claim tobe pro—free market and limited government,
push a farm bill that is a model of central planning.
Agriculture policy continues to emphasize price sup-
ports, supply restrictions, import quotas, govern-
ment-subsidized international marketing programs
for major corporations, and much more. Quite sim-
ply, almost any subsidy that can be dreamed of exists
in one form or another in the current farm bill.

The farm bill should not be a “holiday” for legisla-
tors from free market and limited government prin-
ciples. Through sound free market reforms, farmers
will benefit by having government out of their way so
they can have the freedom to make decisions based
on market conditions. They will be able to use their
land as they see fit and not be harmed by government
incentives and controls. Consumers will have choic-
es that best reflect demand and enjoy prices that
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reflect open competition, not artificial constraints
on supply.

Further, food stamps should be reformed to pro-
mote self-sufficiency among able-bodied adults.
Adults who are able should be required to work, pre-
pare for work, or at least look for work in exchange
for receiving food stamp assistance. This principle
of reciprocal obligation does not currently exist in
the program. Additionally, loopholes that have led to
anincrease in the food stamp rolls should be closed.

Achieving Reform. The House and Senate are
expected to meet soon to work out differences in
their farm bills—or more appropriately titled, their
food stamp bills. To achieve any substantive reform,
agriculture policy and food stamps must be sepa-
rated into different bills now and in the future. For
political reasons alone, food stamps and agricul-
ture policy have been combined into farm bills. By
getting urban legislators who tend to support food
stamps and rural legislators who tend to support
farm programs into a coalition, Congress has enact-
ed farm bills without proper consideration of these
programs on their merits. Real reform will only be
achieved when Congress takes the time to address
these issues independently.

The following table compares the bills, listing
some of the important provisions along with recom-
mended reforms for a sound farm bill.

—Daren Bakst is Research Fellow in Agricultural
Policy in the Thomas A. Roe Institute for Economic
Policy Studies, and Rachel Sheffield is a Policy Ana-
lyst in the Richard and Helen DeVos Center for Reli-
gion and Civil Society, at The Heritage Foundation.




ISSUE BRIEF | NO. 4062
OCTOBER4, 2013

A Comparison of the House and Senate Farm Bills (Page 1 of 4)

The House and Senate are expected to meet soon to work out differences in their farm bills—or more
appropriately titled, their food stamp bills.* The following table compares the bills, listing some of the
important provisions along with brief statements of recommended policy. A sound farm bill would require
many reforms?and be far different than the current farm bills.

Prerequisite for Reform: Procedural Reforms

REFORM

HOUSE BILL

SENATE BILL

RECOMMENDATION

Separation: The farm/food stamp
bill comprises both food stamps and
agriculture programs. Separation
would split up the programs so

that food stamps and agriculture
programs could be considered on
their own merits.

New Permanent Law: Farm bills have
generally been authorized for five
years. After five years, many of the
farm bill programs expire and require
reauthorization. Programs that do not
expire, or sunset, are referred to as
permanent law.

Separates food stamps

from agriculture
programs in the
future by staggering
authorization periods:
Food stamps are
authorized for three
years and agriculture
programs for five
years.3

Creates new
permanent law,
including the sugar
program, shallow loss

program, and reference

price program.*

Agriculture Policy: Substantive Reforms

REFORM

HOUSE BILL

There is no separation.

Creates no new
permanent law.

SENATE BILL

Separation is essential to real reform
of food stamps and agriculture
programs. Staggered authorization
periods help to ensure separation

in the future. The time difference
between the authorization schedules
should be at least two years. A one-
year difference would risk overlap in
the event of extensions.

New permanent law should not

be created, especially for major
programs. Congress is much less
likely to review agriculture programs if
they are permanent law.

RECOMMENDATION

Direct Payments: These are
payments to farmers of select
commodities based on past
production and a payment formula
in statute. Farmers receive subsidies
even if they do not plant a single
seed. The program has become
indefensible, and its repeal has
generally been considered a given
for years. In 2011, the American
Farm Bureau Federation adopted

a resolution to get rid of direct
payments.®

Crop Insurance: The most expensive
farm program subsidizes about 62
percent of the premiums that farmers
pay for crop insurance.®

Repeals direct
payments. (H.R. 2642,
§1101)

Expands the crop
insurance program.
(H.R. 2642, §11001-
1025)

Repeals direct
payments. (S. 954,
§1101)

Expands the crop
insurance program.
(S.954, §11001-11038)
Makes a very modest
reform that would
reduce premium
subsidies for farmers
with an adjusted gross
income of $750,000 or
more. (§11033)

Direct payments should be repealed.

Private risk-management solutions
should start replacing the massive
government-subsidized system.
Some modest steps toward reform
that would save significant taxpayer
dollars include a cap of no more

than $40,000 on the total amount
of premium subsidies farmers can
receive and reducing the percentage
of the premium subsidy to 2000
levels (37 percent), that is, before the
Agricultural Risk Protection Act went
into effect.
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Agriculture Policy: Substantive Reforms (continued)

REFORM

HOUSE BILL

SENATE BILL

RECOMMENDATION

Shallow Loss: This program would
subsidize even minor (i.e., shallow)
losses for farmers.®

Reference Price Program: Farmers
receive payments when commodity
prices fall below a certain threshold
level (i.e., reference price)."

Costs of Shallow Loss and Reference
Price Programs: Since the potential
costs are contingent on how
commodity prices change, there

is a real chance that if commodity
prices return to long-term averages,
the costs could be far greater than
those projected by the Congressional
Budget Office (CBO).

Sugar Program: This program
artificially distorts market prices
through means such as price
guarantees, restrictions on the
amount of sugar that can be sold, and
import quotas on sugar.”®

Creates a shallow loss
program that provides
payments to farmers
when revenues fall
below 85 percent of
recent average prices,
which have been at
historic highs.? (H.R.
2642, 51107)

Creates a program
that triggers payments
when prices fall below
a fixed reference price.
For commodities

such as peanuts and
rice, payments are
effectively guaranteed
to farmers as soon

as the law becomes
effective because the
reference prices are
so high.? (H.R. 2642,
§1107)

Creates a cap on
potential costs by
limiting costs to 110
percent of projected
CBO costs (through
2020). (H.R. 2642,
§107(e))

Keeps the program
intact. (H.R. 2642,
$1301)

Creates a shallow loss
program that provides
payments to farmers
when revenues fall
below 88 percent of
recent average prices,
which have been at
historic highs. (S. 954,
§1108)

Creates a program
that triggers payments
when prices fall below
a certain formula
based on recent
average prices, except
for peanuts and rice,
which have fixed prices
in the law. The prices
for peanuts and rice
are lower than the
House bill, but still
very generous. (S. 954,
§1107)

No cap on costs.

Keeps the program
intact. (S. 954, §1301)

Shallow loss programs should not

be added to the farm bill. There is

no justification for covering minor
losses. These subsidies would have
little to do with providing a safety net
and everything to do with helping

to guarantee revenue. Even the
American Farm Bureau Federation
wrote in a 2011 letter to the House
and Senate Agriculture Committees,
“A shallow loss program is a drastic
departure from any previous farm
policy design. Federal farm programs
have traditionally existed to help
farmers survive large, systemic
losses. Shallow losses, however, can
arise from a variety of systemic or
individual sources and do not typically
jeopardize the survival of a farm
operation."™

Reference price programs should

not be added to the farm bill. This
program is another unnecessary and
costly subsidy that in many instances
does not help to cover deep losses,
as it has been sold, but would provide
guaranteed payments.

These programs are a blank

check that could shatter any

CBO projections. Getting rid of a
government program (i.e., direct
payments) does not necessitate
creating another one, much less two
programs. While a cost cap is better
than nothing, Congress would likely
remove the cap if it appeared that
more taxpayer money was required.

The sugar program should be
repealed. Sugar prices in the U.S.
have consistently been at least two to
three times higher than world prices.
According to the U.S. Department

of Commerce, “For each one sugar
growing and harvesting job saved
through high U.S. sugar prices, nearly
three confectionery manufacturing
jobs are lost."™
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Agriculture Policy: Substantive Reforms (continued)

REFORM

HOUSE BILL

SENATE BILL

RECOMMENDATION

Dairy: The program tries to limit supply
to maintain artificially high prices
through various subsidies, including
price and income supports.

Tying Crop Insurance to Conservation
Compliance: There is a proposal to
require crop insurance participants

to also participate in conservation
compliance. Farmers that participate in
conservation compliance may convert
highly erodible land only if they meet
certain government standards and are
prohibited from converting wetlands to
crop production.’™

Market Access Program: The federal
government has spent more than $3
billion over the past 35 years to help
multinational agricultural businesses
with their international marketing.'®

Catfish Inspection: In the 2008 farm
bill, catfish inspection was moved from
the Food and Drug Administration
(FDA) to the U.S. Department of
Agriculture (USDA), even though the
FDA inspects seafood.

Delay Food Safety Modernization

Act (FSMA) Rules: Congress required
the FDA to develop and implement
numerous FSMA rules in a rushed
fashion.?? Some of the new rules, such
as the produce safety rule, have a direct
impact on farmers.?®

Christmas Tree Tax: In November 2011,
the Obama Administration issued a
stay of a proposed new program that
would force Christmas tree producers
and importers to fund a Christmas tree
promotion program.?*

Repeals some of the
existing subsidies but
creates a new dairy
margin insurance
program. (H.R. 2642,
§1401-1421)

Does not connect
crop insurance

to conservation
compliance.

Keeps program intact.

(H.R. 2642, §3102)

Repeals USDA catfish
inspection program.
(H.R. 2642, §12107)

Delays the enforcement

of the FSMA rules
until there have been

economic and scientific

analyses of the rules.
(H.R. 2642, §12321)

Repeals the stay so that

this new tax could be
imposed. (H.R. 2642,
§10015)

Repeals some subsidies,
creates a new dairy
margin insurance

program, and also would

limit how much milk is
produced through what
is referred to as “supply
management.”™ (S. 954,
§1401-1491)

Connects crop insurance

to conservation
compliance. (S. 954,
§2609)

Keeps program intact.
(S.954, §3102)

Takes no action.

Takes no action.

Takes no action.

The dairy program should be repealed
and no new subsidies added.

Farmers are the best stewards of their
property. The federal government
should reform crop insurance and
should not interfere with property rights
and land use decisions to address some
possible harms that overly generous
crop insurance subsidies may have
encouraged in the first place.”

Taxpayers should not be forced to
pay about $200 million a year to fund
overseas marketing activities that
businesses could do on their own.”

The USDA program, which would cost
taxpayers an additional $14 million
annually, should be repealed.?® The
Government Accountability Office has
not minced words in assessing this
program: “[ The USDA catfish program]
would result in duplication of federal
programs and cost taxpayers millions
of dollars annually without enhancing
the safety of catfish intended for human
consumption.”?

The magnitude and impact of the FSMA
rules make them too important to be
rushed. The FDA and the public should
have time to provide Congress feedback
on the law before any of the rules can be
finalized. This would allow Congress to
consider whether changes are needed
both in terms of time and substance.

The Obama Administration properly
issued the stay and did so because

of public outrage. These check-off
programs are simply a means to strong-
arm parties to fund something they do
not support. These taxes will also be
passed on to consumers. The Christmas
tree tax should not be imposed and
there should be a moratorium on any
new check-off programs.
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Food Stamp Policy: Substantive Reforms

REFORM

HOUSE BILL

SENATE BILL

RECOMMENDATION

Broad-Based Categorical Eligibility:
This policy allows individuals
receiving Temporary Assistance

for Needy Families (TANF) cash
assistance or services, or other cash
welfare programs, to be automatically
eligible for food stamps. This policy
allows states to bypass asset tests
and loosens income limits.

“Heat & Eat” Loophole: Some
households that receive benefits from
the Low Income Heat and Energy
Assistance Program (LIHEAP) can
become eligible for higher food stamp
benefits. Thus, to artificially boost
food stamp benefits per household,
states have mailed out LIHEAP
checks in minimal amounts.

Mandatory Work Requirement: This
would require able-bodied adults to
work, prepare for work, or look for
work in exchange for receiving food
stamp assistance.

Drug Testing: This would require food
stamp applicants and recipients to
undergo a test for illegal drug use.

Ends broad-based
categorical eligibility.
(H.R.2642,54005)

Households would not
be eligible for higher
benefits unless they
receive at least $20

in LIHEAP assistance.
(H.R. 2642, $4007)

Includes a state option
to implement pilot
work programs for
able-bodied adults.
(H.R.2642,54039)

Allows states to
implement drug-
testing programs for
food stamp recipients.
(H.R.2642,54036)

Takes no action.

Households would not
be eligible for higher
benefits unless they
receive at least $10 in
LIHEAP assistance. (S.
954, §4003)

Includes no work
requirement.

Takes no action.

Broad-based categorical eligibility
should be ended.?

The “Heat & Eat” loophole should be
closed.

States that receive federal food
stamp dollars should be required—
not simply given the option—to
implement a mandatory work
requirement for able-bodied adults
to work, prepare for work, or at
least look for work in exchange for
receiving assistance.

States that receive federal food
stamp dollars should be required
to implement drug testing for food
stamp recipients.
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