Course:
01.411 Agricultural Business and Management

Unit 10:
Government in  Agriculture
Lesson 1:
Government Program and Policies

QCC:
65, 70, 71, 75
Objectives: 

1.
Identify the basic components of the current farm bill.

2.
Identify government agencies have an impact on agricultural development.
3.
Explain the function of the Farm Service Agency.

4.
Recognize the effect of federal farm programs and policies.

Teaching Time:

3 hours
References:

Agriculture Education Network - Business Lesson Library
The Federal Agriculture Improvement and Reform act of 1996, USDA. Http://www.usda.gov/farmbill
Materials and Equipment:

USDA Fact Sheet

Farm Service Agency


Handouts 

Teaching Procedure

Introduction and Mental Set

Government programs and policies affect the agricultural industry in the United States.  These programs and policies often have a significant impact on the decision making process for farmers.  Programs and policies are determined from the current Farm Bill passed by Congress.  The purpose of this lesson is to introduce the Farm Bill and the agencies and services authorized in the bill.  

Discussion
Note to teacher: Much information about the Farm Bill and resulting agencies and services is available via the internet.  It is suggested that this information be checked and updated as needed.  The enclosed information was the latest available.

1.
Refer to reference 10.1.1 and 10.1.2.  The Farm Bill is an omnibus piece of legislation with far reaching effects on the agricultural industry.

The bill includes components such as commodity programs, loan programs, crop insurance programs, conservation and environmental programs, farm service agencies and others.  Reference 10.1.1 and 10.1.2 gives a brief overview of the major provisions of the bill.

2.
What government agencies help the farmer?
Refer to reference 10.1.3.

3.
Discuss why The Farm service Agency (FSA) is located in Washington, D.C. and operates as a network of state and county offices. 

It is a branch of the United States Department of Agriculture. 
Distribute and discuss handout 10.1.4



4.
Explain that the FSA works with farmers who maintain a crop history by reporting planted acreage - the FSA covers almost 360 million acres.  
Discuss handout 10.1.4
5.
Who is eligible?  


Eligible farmers are selected by a three-person committee in each county.  They have the responsibility to make sure farmers receive goods and services.
Discuss 10.1.4
7.
The (CCC) Commodity Credit Corporation loans are available to eligible farmers who use their stored crops as collateral.

Discuss 10.1.4


8.
What is a non recourse loan?

When the market price is higher than the loan rate, a farmer may simply pay off the loan and market the crop.  If the market price is below the loan level a producer can deliver the commodity to the government and discharge the loan.
Discuss 10.1.4
9.
What is crop insurance? 

Insurance that covers losses due to unavoidable factors such as drought, rain, hail, hurricanes, etc.  Currently 62 crops are insurable.
Discuss 10.1.4
10.
Who is eligible for a Farmer Loan? 

The FSA has direct and guaranteed loan programs to help beginning farmers or those who have suffered a financial setback.
Discuss 10.1.4
11.
Are there any conservation programs?

Discuss 10.1.4
A.
The USDA’s most ambitious conservation effort is the CRP, Conservation Reserve Program.  Farmers receive annual payments for keeping fragile farmland out of production and maintaining it  in a permanent vegetable cover.
B.
ACP - Agriculture Conservation Program - farmers receive cost sharing assistance for soil - saving practices - examples: terraces, sodding waterways, and establishing grass cover.

12.
Is there any help for disaster or emergency?
Following a drought, flood, or natural disaster, the FSA provides a variety of emergency assistance.

Discuss 10.1.4

13.
Define 

A.
Recourse loan

B.
Crop insurance

C.
The CRP and ACP

D.
Several disasters which emergency funds are used.

Discuss 10.1.4

14.
Conduct a discussion forum where students debate the positives and shortcomings of the current farm bill.
Summary
What are the basic components of the farm bill?

What affect do the federal farm programs and policies have on the farmer?

Evaluation
Written Test

Quiz 10.1.5

Debate/Discussion

10.1.3

USDA Agencies and Staff Offices
FARM AND FOREIGN AGRICULTURAL SERVICES 
· Farm Service Agency 

· Foreign Agricultural Service 

· Risk Management 

FOOD, NUTRITION, AND CONSUMER SERVICES 
· Food and Nutrition Service 

FOOD SAFETY 
· Food Safety and Inspection Service 
MARKETING AND REGULATORY PROGRAMS 
· Agricultural Marketing Service 

· Animal and Plant Health Inspection Service 

· Grain Inspection, Packers and Stockyards Administration 

NATURAL RESOURCES AND ENVIRONMENT 
· Forest Service 

· Natural Resources Conservation Service 

RESEARCH, EDUCATION, AND ECONOMICS 
· Agricultural Research Service 

· National Agricultural Library 

· Cooperative State Research, Education, and Extension Service 

· Economic Research Service 

· National Agricultural Statistics Service 

RURAL DEVELOPMENT 
· Rural Utilities Service 

· Rural Housing Service 

· Rural Business ‑ Cooperative Service 

Alternative Agricultural Research and Commercialization Corporation [AARCC] 
ADMINISTRATION 

· Administrative Law Judges Office 

· Board of Contract Appeals 

· Civil Rights 

· Human Resources Management 

· Judicial Officer 

· Modernization of Administrative Processes Program 

· Operations 

· Procurement 

· Property Management 

· Small and Disadvantaged Business Utilization 

10.1.4
BZOO1 Finding Help Using USDA Programs
MAIN IDEA: Where can I get help taking advantage of USDA programs?

The USDA Farm Service Agency (FSA) is a branch of the U.S. government that maintains local offices throughout the country. The FSA headquarters is in Washington, D.C., and it operates a network of state and county offices. There is an FSA office in most of the important agricultural counties.

The FSA is a part of the administrative branch of the U.S. government which administers programs provided under laws written and funded by the U.S. Congress. The FSA is a branch of the U.S. Department of Agriculture. It comes under the direction of the Secretary of Agriculture who is appointed by the President of the United States.

The majority of FSA employees work with producing farmers who maintain a crop history by reporting their planted acres to the FSA county office. Typically, these offices record planting reports on about 360 million acres, 7 out of every 8 acres of cropland in the nation.

This relationship between the federal government and farmers dates back to the 1930s, when the first agricultural acts were written into law. In that early farm legislation, Congress established programs to aid farmers, and set up the unique method of local administration.

Farmers who are eligible to participate in federal programs elect a three- person committee in each county. This county committee reviews the county office operations and makes decisions on how the programs apply locally. This gives farmers a say in how the federal programs apply in their county. The committee has the responsibility to make sure farmers receive good service and complete information.

The FSA administers several kinds of programs for farmers. These include commodity programs, crop insurance, conservation programs and farm loan programs. FSA programs are primarily directed at agricultural producers or, in the case of loans, at those with farming experience.

COMMODITY PROGRAMS
The FSA administers the Production Flexibility Contracts under the FAIR Act of 1996. Beginning with the 1996 crop year, target prices, deficiency payments, and acreage reduction programs were discontinued. They were replaced by fixed but declining annual payments. Unlike previous programs, those payments are not based on market prices.

Farmers receiving those payments signed a seven-year Production Flexibility Contract at their local FSA office between May 20 and July 31, 1996. Those contracts extend through the year 2002.

The FSA also makes Commodity Credit Corporation (CCC) loans available to eligible farmers using the stored crop as collateral. Loans to producers are usually Anonrecourse@. That is to say, when market prices are higher than the loan rate, a farmer may simply pay off the loan and market the commodity. However, if market prices are below the loan levels, a producer can forfeit or deliver the commodity to the government to discharge the loan obligation in full.

Additional price protection is provided under a Amarketing loan@ provision. This allows a producer to repay nonrecourse loans at less than the announced loan rates whenever the world price for the commodity is less than the loan rate. Marketing loans are available for feed grains, wheat, oilseeds, upland cotton and rice.

More information about the Flexibility Contract and the FAIR Act is provided in lessons that follow, including BZOO2, BZOO3 and BZOO4.


CROP INSURANCE
Federal crop insurance covers production losses due to unavoidable causes of loss such as drought, excessive moisture, hail, wind, hurricane, tornado and lightning. It does not cover losses due to neglect, poor farming practices, theft or low prices. Currently, 62 crops are

The Federal Crop Insurance Reform Act of 1994 (P.L. 103-354) overhauled the crop insurance program to provide catastrophic yield protection to all producers of insurable crops for a nominal processing fee.

Loans on eligible storable commodities are made to producers through FSA county offices. Loans on tobacco and peanuts are made to the cooperative associations acting for individual producers.


FARM LOANS
 The FSA has direct and guaranteed loan programs to help farmers who are temporarily unable to obtain private, commercial credit. In many cases, these are beginning farmers who have insufficient net worth to qualify for commercial credit. In other instances, they may be farmers who have suffered financial setbacks from natural disasters, or who have limited resources with which to establish and maintain profitable farming operations.

· Guaranteed loans are made by local agricultural lenders. The lender provides the funds and services the loan. The FSA guarantees the loan up to a maximum of 90%.

· Direct loans are made and serviced by an FSA official, who has the responsibility of providing credit counseling and supervision to its direct borrowers. These loans are provided for eligible producers who do not qualify for a guaranteed loan.


CONSERVATION PROGRAMS
The FSA conservation programs help preserve and improve the wealth and promise of America's farmlands. The USDA’s most ambitious conservation effort is the Conservation Reserve Program (CRP), authorized by the Food Security Act of 1985. Under the CRP, farmers can receive annual payments for keeping fragile farmland out of production and maintaining it in a permanent vegetative cover.

Another service offered is the Agricultural Conservation Program (ACP). It is the primary means for the FSA to help farmers and ranchers nationwide carry out conservation and environmental practices. Through ACP, farmers and ranchers receive cost-sharing assistance for soil-saving practices, such as building terraces, sodding waterways, and establishing grass cover.


DISASTER AND EMERGENCY ASSISTANCE
Following a drought, flood, or other natural disaster, the FSA can provide a variety of emergency assistance programs to farmers, such as emergency loans.

For example, the FSA can furnish CCC-owned grains to eligible livestock producers at reduced prices. It also can provide cost-sharing payments for livestock feed purchases. If farmland has been damaged by a natural disaster, the PSA can help to rehabilitate that land. The FSA can assist farmers with cost-sharing to carry out emergency conservation practices under the Emergency Conservation Program.

In the event of a national security emergency, the FSA is responsible for preparedness plans and programs to assure food production and distribution as well as the continued availability of farm machinery and feed, seed and fertilizer.

EXERCISES:
 Have Students write a report that provides the following:

 1. Where is your local FSA office located? Find the address and phone number.

 2. Explain what gives the FSA the right to take taxpayers money from the federal treasury and use it to help farmers by providing loans, making direct payments and purchasing excess production.

3.
Not all farmers take advantage of these benefits.  Explain why.

4. Watch AgEd Today for news about changes in farm legislation or USDA programs. Make notes and be prepared to discuss in class when current event subjects are being covered.

Exercise Answers:
1.
Answers will vary according to the counties in which students’ farms are located.

2.
The FSA is a part of the U.S. Department of Agriculture, under the direction of the Secretary of Agriculture who reports to the President.  The President has the responsibility to administer and carry out the laws that are written and passed by Congress.  To do this, the President heads what is called the Executive Branch of the government.  The USDA and FSA are a part of this Executive Branch.  When an FSA office makes a payment to a farmer, it is carrying out programs provided through laws passed by the U.S. Congress.  The funds the FSA uses are from budgets and appropriations approved by Congress.

3.
Programs operated by the FSA are voluntary and do not apply to all commodities.  Farmers who grow crops that are not covered cannot take advantage of these benefits.  Those who do produce eligible crops must agree to certain conditions.  They may need to reduce the number of acres planted and will need to abide by certain conservation practices.  Some farmers may feel that the cost of complying with the program is greater than the benefits provided.

4.
News coverage will vary depending on the time of year and status of current legislation.  Farm policy issues got a great deal of attention in years when existing legislation was expiring, such as 1985,1990, and 1995.  Current legislation will not expire until2002.  However, it is possible that the seven-year FAIR Act may come up for review long before it nears expiration.

10.1.5
Name                                       
Quiz
1.
There’s an FSA office in every United States county.  True or False?

2.
Local FSA offices are under the direction of an elected local committee.  However, the FSA is a part of the                           headed by the                          of 
                              who is appointed by the President of the United States.

3.
The FSA is a new federal agency created by the FAIR Act.  True or False?

4.
A non-recourse loan does not require cash repayment.  True or False?

5.
Direct farm loans are made by banks, while guaranteed farm loans are funded by the FSA for farmers who cannot get a bank loan.  True or False?
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Quiz Answers:
1.
False - Most agricultural counties have an office; however, under a USDA reorganization program, offices in counties with only a few farmers have been closed.

2.
FSA is part of the USDA headed by the Secretary of Agriculture who is appointed by the President of the United States.

3.
FALSE - FSA is a new name for a combination of agencies brought together under USDA reorganization.  It was formed before the FAIR Act was passed.

4.
TRUE - Repayment can be made by forfeit of the commodity used as collateral for the loan.

5.
FALSE - Direct loans are funded by the FSA, while guaranteed loans are serviced by bankers under an FSA guarantee.
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