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WASHINGTON POST 1-6-87 

, . . 

Agricultµre ~o~aw.s-
Facing $5 Billion Cut 

By Ward Sinclair 
Wn,hlt1ijto11 l'O<lt Sta(( Wriltf . ' 

President Reagait\ calling for ma
jor changes in farm legislation that 
was enacted less than 13 months 
ago, has propqsed a fiscal 1988 bud
get that ,would cut more than $5 bil
lion from some of the most politi
cally popular federal programs in 
rural America. 

The Reagan budget released yes
terday would make major cuts in 
federal spending on such programs 
as rural housing, child nutrition and • 
feeding, soil ,conservation, special 
agricultural research and rural elec
tric and telephone loans, and calls 
for more than $800 million in user · 
fees for such traditionally govern
ment-funded services as grain and 
meat inspection. 

If enacted by Congress, the 
$50. 7 billion Agriculture Depart~ 
ment budget would be about 8 per
cent less than the $55.1 billion an
ticipated for farm support and re
lated programs. That administra
tion estimate of current outlays as
sumes that Congress will approve a 
number of controversial additional 
cuts proposed for fiscal year 1987. 

Administration spokesmen said 
that details of proposed changes in 
the fa m support programs have 
not been completed, but that they 
will include these steps aimed at 
more quickly reducing spending for 
such programs, which hit a record 
$25.8 billion in fiscal 1986: 
• A "decoupling" of subsidy pay
ments from production require
ments-a step that in effect would 
pay farmers not to farm, which de
partment officials say would be 
che.1per than the current system 
that stimulates surpluses and drives 
up federal storage costs. ! 

• A 10 percent annual reduction in 
the "target prices" that determine 
the amount of direct subsidy a farm• 
er receives for producing grain, cot
ton and rice. Congress in its 1985 
farm bill froze target prices for this 
year and last, but agreed to drop 
them 5 percent by 1990. 
• A limit of $50,000, instead of to
day's $250,000, on farm program 
payments to an ir.idividual farmer. 

The proposals, certain to ignite 
controversy in the Democratic-con
trolled Congress, would have no 
impact on farm support spending 
this year or next, but could cut 
costs of the programs to about 
$10.5 billion by ~992, according to 
USDA budget estimates. 

Robert L. Thompson, assistant 
secretary for economics, conceded 
that the proposals ran counter to 
eatlier administration resistance to 
changing the 1985 farm legislation. 
But he said the prospect of contin• 

ued high spending made revision ur-
gent. • • , - , ! · , 

"[t will be controversial, yes," he 
said in an interview, "but there is 
general frustration with the large 
cost of the program payments." 

Thompson also said that paying 
farmers not to produce and requir
ing them to devote idled acreage to 
conservation use "brings a clear-cut 
net savings ... with the surpluses 
we have.in the bins today it definite
ly is cheaper to pay the farmer not 
to produce." 

The Office of Management and 
Budget said the proposals are in• 
tended "to solve the farm program 
problems once and for all ... eco
nomic conditions in agriculture are 
not good, in large part because of 
contradictory and counterproduc
tive farm programs. This situation 
is untenable and must be changed." 

The administration argued that 
the proposed changes, along with 
as-yet undecided revisions of the 
sugar support program, would re
tain basic farm price support mech
anisms while saving $24 billion be
tween 1988 and 1992. 

But Michael L. Hall, executive 
vice president of the National Corn 
Growers Association, noted the fail
ure of the administration to per
suade Congress with similar pro
posals in th past. "rt ey're putting 
this dog on the tracks for a third 
time, when its legs already have 
been cut off twice,'' Hall said. 

A numb r of the administration's 
other proposals for cutting the 
USDA budget are on similar foot
ing-repeated efforts to cut them 
in the past have been rejected· by 
Congress. Some of the highlights: 
• Farmers Home Administration 
(FmHA) operatjng loans to farmers 
would remain at $3.5 billion, but 
the bulk would be in the form of 
guarantees rather than direct loans. 
Most of FmHA's rural housing ac
tivities would end, which Robert A. 
Rapoza of the National Rural Hous
ing Coalition called "more SOS~ 
the same old stuff." 
■ Funding of most traditional soil 
conservation programs would stop 
and staff would be cut by 4 percent, 
despite heavy new demands placed 
on the Soil Conservation Service by 
the 1985 farm bill. The budget in• 
stead proposes $1.4 billion for pay
ments to farmers who put highly 
erodible land in the soil conserva-. 
tion reserve. 
■ Farm export credit guarantees 
would be cut by $2.1 billion; the 
Food for Peace program, food 
·stamps, nutrition aid to Puerto 
Rico, child nutrition and supplemen
tal feeding all would be cut slightly; 
direct loans for rural electric and 
telephone projects would be re
placed by loan guarantees. 
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Agricultpre: P,ro~aQJS 
Facing $5 Billion Cut 

By Ward Sinclair 
1 \V'!,,hi~gto11 l'o.<lt Stnff Wrltt r 

President Reagan\ calling for ma
jor changes in farm legislation that 
was enacted le than 13 months 
ago, has proposed a fiscal 1988 bud
get that .would cut more than $5 bil
lion from some of the most politi
cally popular federal programs in 
rural Ameri a. 

The Reagan budget released yes
terday would make major cuts in 
federal spending on such programs 
as rural housing, child nutrition and 
feeding, soil ,conservation, special • 
agricultural research and rural elec
tt ic and telephone loans, and calls 
for more than $800 mi111on in user 
fees for such traditionally govern
ment-funded services as grain and 
meat inspection. 

If enacted by Congress, he 
$50. 7 billion Agriculture Depart~ 
m nt budget would be about 8 per
cent less than the $55.1 billion an
ticipated for farm support and re
lated programs. That administra
tion estimate of current outlays as
sumes. that Congress will approve a 
number of controversial additional 
cuts proposed for fiscal year 1987. 

Administration spokesmen said 
that details of proposed changes in 
the farm support programs have 
not been completed, but that they 
will include these steps aimed at 
more quickly reducing spending for 
such programs, which hit a record 
$25.8 billion in fiscal 1986: 
■ A "decoupling" of subsidy pay
ments from production require
ments- a step that in effect would 
pay farmers not to farm, which de
partment officials say would be 
cheaper than the current system 
that timulates surpluses and drives 
up federal storage costs. 
■ A 10 percent annual reduction in 
the "target prices" that determine 
the amount of direct subsidy a farm
er receives for producing grain, cot
ton and rice. Congress in its 1985 
farm bill froze target prices for this 
year and last, but agreed to drop 
them 5 percent by 1990. 
■ A limit of $50,000, instead of to
day's $250,000, on farm program 
payments to an individual farmer. 

The proposals, certain to ignite 
controversy in the Democratic-con
trolled Congress, would have no 
impact on farm support spending 
this year or next, but could cut 
costs of the programs to about 
$10.5 billion by 1992, according to 
USDA budget estimates. 

Robert L. Thompson, assistant 
secretary for economics, conceded 
that the proposals ran counter to 
ea1 lier administration resistance to 
changing the 1985 farm legislation. 
But he said the prospect of contin• 

ued high spending made revision ur-
gent. • , ! • 

"It will be controversial, yes," he 
said in an interview, "but there is 
general frustration with the large 
cost of the program payments." 

Thomp on also said that paying 
farmers not to produce and requir
ing them to devote idled acreage to 
conservation use "brings a clear-cut 
net savings . .. with the surpluses 
we have 1 1 the bins today it definite
ly is cheaper to pay the farmer not 
to produce." 

The Office of Management and 
Budget said the proposals are in
tended "to solve the farm program 
problems once and for all . . . eco
nomic conditions in agriculture are 
not good, in large part because of 
contradictory and counterproduc
tive farm programs. This situation 
is untenable and must be changed." 

The administration argued that 
the ptopo ·cd changes, along with 
as-yet undecided revisions of the 
sugar support program, would re
tain basic farm price support mech
anisms while saving $24 billion be
tween 1988 and 1992. 

But Michael L. Hall, executive 
vice president of the National Corn 
Growers Association, noted the fail
ure of the administration to per
suade Congress with similar pro
posals in the past. "They're putting 
this dog on the tracks for a third 
time, when its legs already have 
been cut off twice," Hall said. 

A number of the administration's 
other proposals for cutting the 
USDA budget are on similar foot
ing-repeated efforts to cut them 
in the past have been rejected· by 
Congress. Some of the highlights: 
■ Farmers Home Administration 
(FmllA) operating loans to farmers 
would remain at $3.5 billion, but 
the bulk would be in the form of 
guarantees rather than direct loans. · 
Most of FmHA's rural housing ac
tivities would end, which Robert A. 
Rapoza of the National Rum[ Hous
ing Coalition called "more SOS.
the same old stuff." 
■ Funding of most traditional soil 
conservation programs would stop 
and staff would be cut by 4 percent, 
despite heavy new demands placed 
on the Soil Conservation Service by 
the 1985 farm bill. The budget in- · 
stead proposes $1.4 billion for pay
ments to farmers who put highly 
erodible land in the soil conserva-
tion reserve. , 
■ Farm export credit guarantees 
would be cut by $2.1 billion; the 
Food for Peace program, food 
·stamps, nutrition aid to Puerto 
Rico, child nutrition and supplemen
tal feeding all would be cut slightly; 
direct loans for rural electric and 
telephone projects would be re
placed by loan guarantees. 
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Fhrm Support Overhaul Predicted 
'Cata~lropltic~ Ilealtlt JJ/an Due in '88 JJudget, 0Jl11J's JJfiller Says 

i 

By Spencer Rich 
WashinRlOn Post Stall Writer 

President Reagan's fiscal 1988 
budget is "almost certain" to pro
pose a major overhatil of the farm
support system, inchiding a "tight 
cap" on a farmer's ' total subsidies 
and a plan to discournge overpro
duction by basing subsidies on ca
pacity rather than production, Of
,fice of Management and Budget 
•Director James C. Miller III said 
yesterday. · 

Miller told reporters that a pro• 
posal for "catastrophic" health-in
surance protection has not been 
completed but will be included in 
the budget or St.ate of the Union 
messages. 

Farm-support costs have soared 
to an estimated $76 billion over the 
next three years, so subsidies must 
be better targeted, Miller said. 

"A lot of money goes to people 
that are not Jessica Lange 011 the 
farm," he said, referring to a movie 
depicting the sufferings of a family 
going broke on a small- to medium
sized farm. He said government 
savings from the farm proposali: 
would be small in the first year. 

Miller gave these details of the 
fiscal 1988 budget expected to be 
released Jan. 5: 
■ Overall, it calls for $ 1.022 trillion 
in outlays and $915 billion in rev
enues, meeting · the Gramm
Rudman-Hollings law requirement 
that the deficit not exceed $108 
billion. 
■ New authority sought for all de
fense accounts will be $312 billion. 

The "base amount" of $289.6 bil
lion appropriated by Congress for 
fiscal 1987 was increased 3.6 per
cent to offset inflation, then raised 
3 percent to achieve real after-in
flation growth, yielding about $308 
billion. Added funds for retirement 
changes raised the figure another 
$4 billion. 
■ To hold the deficit at $108 bil
lion, the budget will propose net 
cuts of about $52 billion in what 
otherwise would have been spent in 
fiscal 1988. 
■ About $30 billion of those cuts 
would result from program reduc
tions and terminations, of which 
.$18 billion would come from var
ious discretionary programs and the 
rest from entitlements and related 
programs, with Medicare taking 
"substantial" reductions below 
amounts that would otherwise be 
spent under current law. 

About $22 billion would come 
from new revenues. These include .··. ' 

ASSOCIM EO PRESS 

Miller: "A lot or money goes to people that are not ,Jessica Lange on the farm." 

proposals for $3 !; 'Ilion in user fees; 
$5 billion for "privatization" of Am· 
trak, power-nrnrketing facilities, the 
Northeast rail corridor and other 
such actions; $8 h\llion for sale of 
government loan assets, and $Ii bil
lion in other receipts, largest of 
which would be "a couple of billion" 
in extra tax collections through im
proved Internal Revenue Service 
collections. 
■ The budget will not include pro
posalc; to freeze cost-of-living in
creases for Social Security or other 
federal pension systems or a spe
cific proposal to irnplemC' nt the con
cept ·bf a "capital bud~et," in which 
capital costs would be calculated 
apart from annual program oper~ 
ating costs. 

· ■ No major tax increase will be 
proposed. . 

Miller aitil the i\gricultme De
partment declined to give cktails on 
the f;irm proposals, but Mille r said 
one problem with the current sys
tem is poor targeting. 

There is a legal a111111al limit of 
$50,000 for each person in di rect 
subsidies to farmers on payments 
for wheat, feed g1'ai11s, cotton and 
rice and an annual limit of $200,000 
011 certain related payments that 
can be made for 1-ome of these 
crops under certain conditions. 

But some farmers receive much 
more because of loopholes. For ex
ample, a farmer can obt;iin more 
tlrnn $50,000 in direct subsidies by 
subdividing a farm and sharing op· 
erations with other farmers or op· 
crating a separate property with 
another farmer. 

Miller said he "wouldn't be sur
prised" if the final administration 
proposal includes a "tight cap" on 
total payments. He gave no details, 
but sources speculated that such a 
cap might include, for example, 
closing the loopholes or imposing a 
$100,000 limit .on direct subsidies 
and the other payments combined. 

On production, Miller said the 
current system, which "ties the sub
sidy to how much is produced" on 
the farm, simply encourages con
tinued overproduction in order to 
obtain the maximum subsidy. 

Jnstcnd, he said, the government 
should base the payment on capac
ity instead of production. The farm
er could then stop producing, re
ducing the overall surplus, without 
losing the i>ilyment. 

Miller's office had no comment 
on a report that the administration' 
would propose a 10 percent cut in 
"target" prices used to calculate 
farm subsid~s. · 
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Fhrin Support Overhaul Preclictccl 
'Cata~lropliic~ 1/eallli 11/an JJue in '88 llud!Jel, OJUJJ's JJliller Says 

I 

· By Spencer Rich 
w~shinRlon Posc.St~lf Writer 

President Reagan's fiscal 1988 
budget is "almost certain" to pro• 
pose a major overhaul of the farm
support system, including a "tight 
cap'' on a farmer's ' total subsidies 
and a plan to discourage overpro
duction by basing subsidies on ca• 
pacity rather than production, Of• 
,fice of Management and Dudget 
•Director James C. Miller Ill said 
yesterday. · 

Miller told reporters that a pro• 
posal for "catastrophic" health-in
surance protection has not beeJ1 
completed but will be included in 
the budget or State of tl~e Union 
messages. 

Farm-support costs have soared 
to an estimated $76 billion over the 
next three years, so subsidies must 
be better targeted, Miller said. 

"A lot of money goes to people 
that are not Jessica Lange on the 
farm," he said, referring to a movie 
depleting the suUerings of a family 
going broke on a s1,1:lll- to medium
si1.cd farm. lie said government 
savings from the farm proposals 
would be small in the first year. 

Miller gave these details of the 
fisc.11 1988 budget expected to be 
released Jan. 5: 
■ Overall, it calls for $1.022 trillion 
in outlays and $915 billion in rev
enues, meeting · the Gramm
Rudman-llollings law requirement 
that the deficit not exceed $108 
billion. . 
■ New authority sought for all de
fense accounts will be $312.billion. 

The "base amount" of $289.6 bil
lion appropriated by Congress for 
fiscal 1987 was increased 3.6 per• 
cent to offset inflation, then raised 
3 percent to achieve real after-in
flation growth, yielding about $308 
billion. Added funds for retirement 
changes raised the figure another 
$4 billion. 
■ To hold the deficit at $108 bil
lion, the budget will propose net 
cuts of about $52 billion in what 
otherwise would have been spent in 
fjscal 1988. 
■ About $30 billion of those cuts 
would result from program rcduc• 
tions :111d terminations, of which 
.$18 billion would come from var
ious discretionary programs and the 
rest from entitlements and related 
pro,:crams, with Medicare taking 
"substantial" reductions . below 
amounts that would otherwise be 
spent under current law. 

About $22 billion would come 
from .. new revenues., These include 

M ,OCIAllO PRES~ 

Miller: "A lot of money go~s to· 11coplo t.lint arc not ,Jessica Lnngc on the farm/' 

proposals for $:J billion in us<!r fees; 
$5 billion for "privati1.ation" of Am
trak, power-nrnrketiug facilities, the 
Northeast rail corridor and other 
such actions; $8 hillion for sal,i of 
government loan assets, a111I $Ii bil
lion in other receipts, la r~est of 
which would be "a couple of billion" 
in extra tax collectiQns through im
proved Internal Revenue Service 
collections. 
■ The budget will not include pro
posal'> to freeze cost-of-living in
creases for Social Security or other 
federal pension systems or a spe
cific proposal to i111plcnu:11t the con
cept b( a "capital l1111ll(ct," in which 
capital costs would he c:ilculat,i<I 
apart from annual program opcr~ 
atiug costs. 
· ■ No major tax increase will be 
proposed. . 

Miller aita the Agrir.11lt11rn De
partment de ·lined to l(iv~ ddail~ 011 

the form proposals, hut Miller s:iiil 
one problem with the current sys
tem is poor targeting. 

There is a legal annual li111it of 
$50,000 for each person in ,lit cct 
subsidies to farmers on paynwnts 
for wheat, feed g,:ains, cotton nml 
rice and an a11nu.1l li111it. of $200,00') 

· on certain related pay111c11ts th:1t 
, can be made for so111<' o( these 
crops under certain C-Qnditions. · 

But some far111ers receive much 
more because of loopholes. For ex
a111 ple, a farmer can obt;iin more 
than $50,000 in direct subsidies by 
subdividing a farm aud sharing op• 
erations with other farmers or op
erating a separate property with · 
another farmer. 

Miller said he "wouldn't he sur• 
prised" if the final administration 
proposal indudes a "tight cap" on 

. to al payments. lie gave no details, 
but sources speculated that such a 
cap might include, for example, 
dosing the loopholes or imposing a 
$100,000 li111i't 011 direct subsidies 
and the other payments co111bi11cd. 

On production, Miller said the 
current system, whkh "ties the sub
sidy to how much is produced" on 
the farm, simply_ encourages con~ 
ti1111ed overpt:oduction in order to 
obtain the mnxim11111 subsidy. 

Jwitcad, he $lid, the government 
should bas9 the payment on capac
ity instead of production. The farm
er coulcl then stop producing, re
ducing the overall surpltlS, without 
losing the i>iiyment. · 

Miller's office had no co111111e11t. 
011 a report that the administration' 
would propose a 10 percent cut in 
"target" prices used to calculate 
farm subsidres. · 
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Htrtn 'SupportOvcrhaul Predicted 
'Cata~lropliic~Ifeallli JJ[an Due in '88 JJudget, 0JJ111~ JJlitler Says 

· By Spencer Rich 
WashinRIOII PostSlall Writer 

President Reagan's fiscal 1988 
budget is ualmost certain" to pro• 
pose a major overhaul of the farm• 
support system, including a Htight 
cap" on a farmer's ' total subsidies 
and a plan to discourage overpro
duction by basing subsidies on ca
pacity rather than production, Of
,fice of Management and Budget 
•Director James C. Miller Ill said 
yest nlay. 

Miller told reporters that a pro• 
posal for "catastrophic" health-in
surance protection has not · been 
completed but will be included in 
the budget or St_ate of the Union 
messages. 

Farm-support costs have soared 
to an estimated $76 billion over the 
next three years, so subsidies must 
be better targeted, Miller said. 

"A lot of money goes to people 
that are not Jessica Lange on the 
farm," he said, referring to a movie 
depicting the suHerings of a family 
going broke on a small- to medium
sized farm. Ile said government 
savings from the form proposals 
would be small in the first year. 

Miller gave these details of the 
fiscal 1988 budget expected to be 
released Jan. 5: 
■ Overall, it calls for $ 1.022 trillion 
in outlays and $915 billion in rev
enues, meeting · the Gramm
Rudman-llollings law requirement 
that the deficit not exceed $108 
billion. 
■ New authority sought for all de
fense accounts will be $312.billion. 

The "base amount" of $289.6 bil
lion appropriated by Congress for 
fiscal 1987 was increased 3.6 per
cent to offset inflation, then raised 
3 percent to achieve real a{ ter-in
flation growth, yielding about $308 
billion. Added funds for retirement 
changes raised the figure another 
$4 billion. 
■ To hold the deficit at $108 bil
lion, the budget will propose net 
cuts of about $52 billion in what 
otherwise would have been spent in 
fiscal 1988. 
■ About $30 billion of those cuts 
would result from program reduc
tions and terminations, of which 
.$18 billion would come from var
ious discretionary programs and the 
rest from entitlements and related 
programs, with Medicare taking 
"~ubstantial" reductions below 
amounts that would otherwise be 
spent under current law. 

About $22 billion would come 
fron~ ... new revenues., J'hese include . 
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Miller: "A lot of money goos to people thnt arc not ,Jessica Ln;1gc on the farm." 

proposals for r1 hill ion in user f t'es; 
$5 billion for "privatization" of i\111-
trnk, power-11111rketing facilities, the 
Northeast rail corridor and other 
such 11ctions; $8 lijllion for sal,i of 
government loan assets, and $Ii bil
lion in other receipts, larl(est of 
which would be "a couple of billion" 
in extra tax collections throt1Rh im
proved Internal ReventJe Service 
collections. 
■ The budget will not include pro
posalc, to freeze cost-of-living in
creases for Social Security 1>r other 
federal perrnion !'lystems or a spe
cific proposal to implement the con· 
ccpt bf a "capital h,ull(et," in whkh 
capital costs would he calculatf!d 
apart from annual program oper~ 
atiug costs. 
· ■ No major tax increase will he 
proposed. . 

Miller aitil the Al(ric11ll11rn De
partment dedi1wd to l(ive dd:iils oil 
the form proposals, hut Milll} r snicl 
one problem with the current sys
tem is poor targeting. 

There is a legal annual limit of 
$50,000· for each person in (lin't:l 
subsidies to farmcrn 011 payments 
for wheat, feed g1iains, cotton and 
rice and an annual limit of $?.00,1101) 

· Oil certain related payments th:1t 
can be made for scnn<' of these 
crops under certain <'Ollditions. 

But some farmers receive much 
more because of loopholes. For ex
.imple, a farmer can obtain more 
than $50,000 in direct subsidies by 
subdividing a farm and sharing op• 
erations with other farmers or 011• 
crating a separate property with 
another farmer. 

Miller said he "wouldn't be sur
prised" if the final administration 
proposal includes a "tight c.ip'' on 

. total payments. I le gave no detnils, 
but sources specul11ted that such a 
cap might include, for ex:unple, 
closing the loopholes or imposing a 
$100,000 limit .on direct subsidies 
and the other payments combined. 

On production, Miller said the 
current system, whidt "ties the sub
sidy to how much is produced" on 
the farm, simply encourages con
tinued overproduction in order to 
obtain the maximum subsidy. 

Jnslcad, he said, the government 
should base the payment on capac
ity instead of productio1_1. The farm
er coultl then stop producing. re• 
ducing the overall surplllS, without 
losing the i>iiymcnt. . 

Miller's oHice had no comment. 
on a report that the administration· 
woul1l propose a 10 percent cut in 
"t:irg<: t" prices used to calculate 
farm suhsidres. . 


