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Program Yields:

DnAahlam-

Program payments are 1 le according to how much a producer has grown over a
period of time. In the 1985 Farm Bill, in order to reduce outlays and meet
budgetary goals, Congress effectively froze yields at certain levels,
ignoring how much a producer actually grew,

When Congress realized the impact of freezing yields, it changed the Taw in
March 1986, to cushion any negative impact on farmers. In that law,
Congress gave the Secretary the authority in 1988, to either continue to
freeze yields or allow actual production to be the basis for payment.

Calntinn:

USDA recommends actual production be the basis on which to make program
payments. Not to do so could invite further legislation to address this
issue. It is in the potential for further legislation and the potential
for unknown additional costly changes, which are the principal hases for
this recommendation.






Soybeans:

prohlams  Artificially high loan rates for soybeans have re-enforced the
Jeo. ws @ noncompetitive, residual supplier of soybeans to the world
market. Nevertheless, the statutory rate for 1987 increases almost 5
vercent from the 1986 level. Inability of 1UJ.S. producers to compete has
forced soybeans plantings down 8 million acres in 6 years. Southern
Hemisphere plantings have increased, however, in order to meet a growing
wor ld market which U.S. producers cannot reach due to current programs.

[a2N| n-'-ion:

To keep the U.S. soybean industry competitive, lower loan repayment rates
must be established. The Parm Bill provides no other method to meet world
competition., By establishing a $4.77 loan and a $4.25 loan repayment, U.S.
producers would me : world competition and prevent Further erosion of 7.S.
export market share.

Tmplicatior

1. While the budget baseline is very difficult to meet, USDA's
recommendation would result in net oatlays of only $22 million over
4 years, a very modest amount.

2. A marketing loan for soyheans would not lead to marketing loans for
other commodities because soybeans have no acreage controls or
target prices, as do wheat and feed grains.
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