
CONTENTS Page

SUMMARY ..................................viii
Alternative Market Settings................................. iv
Impacts of Reverting to Permanent Legislation ......................... x
Impacts of Eliminating Price and Income Supports ...................... xii
Longer Term Impacts .................................. xiv

INTRODUCTION............................. 1
Alternative Support Program Provisions ................................ 1
Report Scope and Organization......................................... 2

PROGRAM PROVISIONS UNDER THE PERMANENT LEGISLATION AND NO-SUPPORT
SCENARIOS.................................. 3
Permanent Legislation Program Provisions .............................. 3
Program Provisions and Assumptions with Supports Eliminated ........... 13

THE 1986-90 MARKET SETTING ................................. 13
The Economic Setting ................................. 14
Farm Sector Resource and Productivity Assumptions ..................... 16
World Market and U.S. Trade Assumptions ............................ 20
Supply and Demand Implications for U.S. Agriculture .................. 21

FARM SECTOR IMPACTS ................................. 21
Crop Sector Impacts ................................................... 22
Livestock Sector Impacts .............................................. 29
Other Crop Impacts .................................................... 34

FARM FIUANCE I-MPACTS.................................................... 35
The Farm Sector's Income Position ................................ 35
The Farm Sector's Asset and Equity Position ........................... 40
Finance and Farm Structure ............................... 43
Typical Farms Analysis ................................ 45

NATURAL RESOURCE AND CONSERVATION IMPACTS ............................... 48
Land and Water Use ...................................... 48
The Economics of Resource Conservation ................................ 49

AGRIBUSINESS AND RURAL DEVELOPMENT IMPACTS .............................. 50
Input Industry Impacts ................................................ 51
Transportation, Processing, and Marketing Impacts ..................... 54
Rural Development Impacts ............................................. 56

INTERNATIONAL TRADE IMPACTS ................................. 58
Export Price and Trade Policy Effects ................................. 59
U.S. Exports Under the Permanent Legislation and No-Support Scenarios. 61
U.S. Import Restrictions and Permanent Legislation Trade Levels ....... 65

GOVERNMENT EXPENDITURES, FOOD COSTS, AND ECONOMIC ACTIVITY .............. 65
Government Expenditures ................................ 65
Food Prices and Food Consumption Expenditures .................. 67
Economic Activity ..................................................... 69

CONCLUDING NOTE .................................... 70
Designing Effective Support Programs for a Changing Agriculture ....... 70
The Rising Cost of Public Support ................................. 71
Market Responses to Price and Income Supports ......................... 72
Longer Term Impacts ................................. 72
The Probability of Reverting to Permanent Legislation or
Eliminating Price and Income Supports ............................... 73

APPENDIX I. PERMANENT LEGISLATION AND NO-SUPPORT IMPACTS ASSUMING
VARIABLE YIELDS AND EXPORTS ................................. 74
Permanent Legislation with Variable Yields and Exports ................ 75
No Support Impacts with Variable Yields and Exports ................... 77
Conclusions.............................. 78

APPENDIX II. EXPORT DEMAND ELASTICITIES ............................ 79
APPENDIX III. GLOSSARY OF AGRICULTURAL TERMS ........................... 81
INDEX.................................... 85

v




