[image: image1.jpg]Rep. Sue Myrick (R-NC), Chaiman
ShelaCole, Exceuive Dirctor

330 o o Office g

Republican Sluay Committee Wihvgton, DC 0515

TipThohnshadesy BoGEE.goVIreeT SV (202) TEETTT T few (207) 220163




       Staff Contact:  Russ Vought, x68581


       
        September 24, 2004

Policy Brief: The Baucus Drought Assistance Amendment

On September 14, 2004, the Senate passed the Baucus amendment to the FY05 Homeland Security appropriations bill (S. 2537/H.R. 4567) to provide emergency disaster payments to farmers and ranchers.  The bill is currently being reconciled in a conference committee with the House-passed bill, which includes no such funding.  The Congressional Budget Office estimates the amendment will cost $3 billion, but because “such sums as necessary” are authorized, it may cost more.  Below is the funding breakdown for the Baucus amendment.

In billions

	Crop Disaster Assistance
	$2.494 

	Livestock Assistance Program (LAP)
	$0.475

	Tree Assistance Program
	$0.020 

	Total
	$2.989 Billion


Crop Disaster Assistance:  

The amendment would provide direct payments to producers who experienced more than a 35% crop loss in expected production.  The payment would range from 60-65% of the market price for any loss in excess of the 35% threshold depending upon if crop insurance was in place or available. Producers could choose between either their 2003 or 2004 losses (but not both).  Producers would be eligible for these payments even if they had failed to purchase crop insurance, but they would then be required to purchase such insurance for each of the next two crop years.  In addition, eligibility for these payments would not require a farmer to live in a declared disaster area.  

Livestock Assistance Program:  

The amendment would provide direct payments to livestock producers who experienced more than a 40% loss in grazing for three or more months in either 2003 or 2004 (but not both).   The producer would have to be located in a county declared a natural disaster.  Currently, USDA already has some degree of assistance available for livestock producers suffering from drought in Arizona, Idaho, Montana, Nebraska, Nevada, New Mexico, Oregon, Utah, and Wyoming.  On July 16, 2004, Secretary Veneman announced that the Commodity Credit Corporation would subsidize the purchase of non-fat dry milk from the federal milk inventory for ranchers to use in the feeding of their livestock in these states.  

Tree Assistance Program:  

The amendment would provide funding for the Tree Assistance Program, which was authorized by the 2002 farm bill.  The program was created to assist orchard growers who lost at least 15% of their trees as a result of a natural disaster. The Secretary can either reimburse 75% of the cost of replanting eligible trees lost or the cost of sufficient seedlings to reestablish the stand.  Payments per person may not exceed $50,000 or an equivalent value in tree seedlings.  Orchard growers could choose between either their 2003 or 2004 losses (but not both).

DROUGHT ASSISTANCE IN PERSPECTIVE:      

According to USDA’s National Agricultural Statistics Services (NASS), commodity production is forecast to be substantially higher than last year for many crops.  The following chart shows the percentage change in national production from last year:  

	Crop
	Percent Change

	Corn
	+8%

	Soybeans
	+19%

	Cotton
	+11%

	Rice
	+11%

	Wheat
	-9%

	Grain Sorghum
	+13%

	Hay 
	+5%


Source: http://www.usda.gov/nass/pubs/nassfact/nf850804.pdf  

In addition, production is higher for certain crops even in states experiencing a drought.  The following excerpts are from the Montana Crop and Livestock Reporter (9/14) and the South Dakota Crop and Livestock Reporter (9/16):  

“Montana’s all wheat production is expected to be 7 percent higher than last month’s forecast, and 14 percent higher than last year’s drought reduced crop.”  

“[MT] oat producers expect to harvest 2.3 million bushels of grain, 16 percent more than last year.”  

“South Dakota’s…corn production is forecast at … 9 percent above last year’s level.” 

“[SD] soybean production is forecast at … 21 percent above last year.”   

“[SD] sorghum production is forecast at … 9 percent above last year’s level.”  

While these numbers are state-wide and may not reflect areas within a state that continue to face economic difficulties, some point to these figures in questioning the emergency nature of this federal drought assistance.

Sources: http://www.nass.usda.gov/mt/ and http://www.nass.usda.gov/sd/cr/crno1604.pdf
THE CASE FOR A RAINY DAY FUND

If enacted, the Baucus amendment would represent the 28th time since FY1989 that funds have been dispensed for an agriculture emergency.  According to the CRS, $49.2 billion was spent from FY1989 thru FY2003, of which $36.9 billion or 75% of the total amount was enacted since FY1999 alone.  In the past, some conservatives have argued that the reality of so many legitimate emergencies necessitate the creation of a “rainy day” fund whereby Congress could budget for such unforeseen non-military needs on a rolling five-year historical average.  In June 2004, Representative Chris Chocola offered an amendment to create such a fund, but it failed by a vote of 126 to 290 (http://clerk.house.gov/evs/2004/roll306.xml). 
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