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e CEORsaseline is‘NOT a Forecast. Itis a
‘ ifgevermment costs If current laws
ANCNIEIICIES Contin Or are stopped) under

stgetirules este d'in budget laws.
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<10) Islthe Sum of Annual

Ses: As a %o of GDP, the CBO
perPent is Declining

Total Federal Debt, Debt Held by the Public, & Total Federal Debt + Policy
Alternative Deficits, GDP (NO Adj for Policy Alt). Actuals: 81-03;
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Sefihotal Federal Budget Conditions
mthe 2007 Farm Bill:

’ conclusions

e

dingrlncrease
nt LevelsiMay be Difficult

SignificantPr llity: off Deing Budget Reconciliation and the 2007
Earm Bl thersame Time

Budget Reconciliation for Ag & Most Other committees: share the
paini of reducingraeficit by changing their mandatory programs to
reduce spending. (Seme committees (Not Ag) can be instructed to
decrease or increase taxes and other revenues.)

The FY 2006 Budget resolutions establishes a sense of Congress
that reconciliation be done every two years.

Some Prior (and Current) Budget Reconciliations Affecting
Agriculture: 2005, 1995, 1993, 1990, 1989, 1987

The 1990 and 1995 farm bills were done in tandem with budget
reconciliation.




seline and CBO Scoring Determines the
pleandithe Costs or Savings from

WQ Committee Programs

|2, CBOrBUdget 1aaseline projections are right (unless the
Cemmittees disagree)

GRS are put together according to budget law
guidelines (inclveing the $50 million rule for extending funding for
If @OIams)

Given thervaraniity of agricultural markets, analysts know that any
10-year baseline (CBO, USDA, FAPRI) is wrong even before it is
released to the public.

Potential Adjustments affecting the CBO March, 2007 baseline that
will be used for the 2007 farm bill:

New Legislation (e.g. Fy 2006 reconciliation, appropriations, trade
agreements)

New funding for some programs stops before or in 2007
New Perspectives on Market Conditions.
Sometimes CBO changes the treatment of costs of different programs




CCC Outlays Tor the fikst Siyears of the 2002 farm

o)] 2 5.5 billien Lower than CBO Projected

S VRERNENEa I BIINVaS Passed. (“Savings” cannot
: -

SEdENeiSEL cost Increases elsewhere)
e

Total CCC Outlays: At Farm Bill Passage and Current Estimate
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BliEterCuEent CBO Baseline Shows Higher
Ui G Spending by FY 2011 than Farm
BillMProjections
T k.

CBO's Total CCC Costs (& NRCS Conservation), FY 2002 - 2011:
Cumulative by FY. Latest CBO Estimate vs. Most Likely Estimate at Farm
Bill Passage (Against the March 2002 CBO Baseline)
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e B eusSEVALNeCommittee Has Responsibility for
Viererthan Earm Programs.

RIGJECIEENOULaYSHeFRIeaEmS Under House AG Jurisdiction
oY 2006 — 2015: $605 Billion
GO Viarchr 2005 Baseline Adjusted for CAFTA & Energy Acts
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ECSPENAING loy.Crop or Program Area
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\nts on the available funding and funding
eofifistiogbihae 200/ Farm Bill:

»

" funding. (EerEEtRE that funds were teravoid year-by-year ad hoc
Emergency/.assistance.
> Ag Coni Eunding taken by Appropriators (see below)

- Yet Various Groupsiwant additienal funding from this likely smaller pie:
. Fruits and Vegetables
- Conservation
- Rural Development
- Crop Insurance




Mte o1 the available funding and funding
SHeRtesZ007 Farm Bill (cont.):

»

-
ramisrAre Harder ter Accurately Score (No experience to draw

f

WTOMAMS Calculatio an be different than Government Cost

Calculatiensi(Eerg Sugar and' dairy price supports that include
CONSUMEr Costs):

Budgeteers have increasingly wanted to tighten up on “emergency
spending—requiring offisets from existing programs.




CHIMPS:
atery. Pregram Cuts Taken

'bﬂtheﬂﬁpropriators

> “Changestin Viandauery Programs” legislated in
e[S bills.

rAppropriators GUT se Ag Committee mandatory spending programs
Ly $4.4 Billl FEYA2005, This is up from $650 million for FY 2004.

Cuts' have comedargely from conservation, rural development,
research, and energy programs.

The FY 06 House Ag Agppropriations Bill proposes $1.4 billion in
Chimps for FY 2006

How much Ag Committee money will the Ag Committee want to put in
the types of programs that Appropriators have been eliminating by
cutting funding?




2ts, on Offsetting Increased Costs

. Programs; by Cutting Costs of
rréﬁr Programs

i2s & constituency. Proposed cuts may lead to

Interest grou

-

- Dependingen CBOrscoring, may make policy proposals that
save moeney mere attractive tham they otherwise would be.

- Can lead to “bad™ policy If policies are designed to capture
quirks in CBO baselines or estimating assumptions.




dltlonal mments

’(If Time)

Committeewill spend significant time in trying to meet WTO
piis—as Wasidene fier the 2002 farm bill.

@ISk ampIguity” that allews WTO deals to be signed
BUL thathm E Interpreted in WTO challenges differently

th%ho ght, IS a major problem in writing legislation.
I

o HAC wWilllwiaiiestiae 2007 farm bill to WTO provisions adopted
by that tinie=—not te pending proposals.

As always, iImpacts of program changes on land values is a

major concern. BuUt impacts of programs on cash rents is
gaining more visibility.

Because of potential ad hoc emergency assistance in years of

low prices , some type of automatic counter-cyclical safety net
IS desirable (what we learned from the 1996 act).

Bottom Line: What are the transition costs of getting from here
to there and how can they be minimized.
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