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Maybe unexpectedly, Congress temporarily avoided a shutdown of the federal government. When
everything else failed, common sense and basic reason prevailed, thanks largely to the math of counting
votes. Over the weekend, Congress quickly passed and President Biden signed a continuing resolution
that provided a 45-day extension to the funding for the government (P.L. 118-15; Ferris and Carney,
September 30, 2023; Perano, September 30, 2023; Ferris, Beavers, and Carney, September 30, 2023;
Everett, September 30, 2023; Firestone, October 1, 2023). In general, expiring farm bill authorizations
were continued but no extension was included for the Title | commodities (farm payment) programs. The
temporary reprieve could theoretically open a window for Congress to complete the Farm Bill
reauthorization process; reality remains at significant remove, however. Amidst the chaos in Congress,
the skirmish over farm policy is minor but is further reviewed in context herein.

Background

Yesterday it was the historic vote to remove Kevin McCarthy (R-CA) as Speaker of the House of
Representatives; last weekend it was the potential for a federal government shutdown; earlier it was the
potential of a default on the full faith and credit of the United States. These things are distractions from
the actual or substantive public policy issues, and there are more on the way (Beavers and Carney,
October 2, 2023; Adragna, Beavers, Hill, October 3, 2023; Tully-McManus, October 3, 2023; Sotomayor,
Caldwell, and Itkowitz, October 4, 2023; Hulse and Broadwater, October 4, 2023; Diaz, October 4, 2023).
Funding the federal government or suspending the debt ceiling are not generally in dispute, even if there
are disputes about what to fund or how much to spend (see e.g., Coy, September 29, 2023; Inglis,
October 2, 2023; Peter G. Peterson Foundation, September 1, 2023). We have much cause for concern
when negotiating tactics consume policy efforts and political theatrics or distractions debilitate
deliberations, achieving little beyond disfunction and damage. The tactical or even strategic use of
distractions by factional interests to achieve public policy ends that could not be achieved through normal
competition in the political processes are real problems lurking behind the chaos. All of which has made
for fertile ground for research and writing, magnified by modern developments in media and technology
(see e.g., Weiskel, 2005; Stolberg, March 21, 2009; Jones and Jorgensen, September 5, 2012; Leibovich,
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September 1, 2015; Rasool, April 3, 2017; Garber, March 5, 2022). Such matters are relevant to the farm
bill debate and provide ample food for thought.

As to reference prices and the Price Loss Coverage (PLC) program, recall that Congress added an
effective reference price (ERP) calculation to the PLC program in the 2018 Farm Bill (P.L. 115-334). The
ERP provides a mechanism to temporarily increase the price trigger in the program provided by the
statutory reference price (SRP) when marketing year average (MYA) prices are high enough for multiple
years. Specifically, the ERP calculation is the larger of the SRP or 85% of the five-year Olympic moving
average of MYA prices (but not to exceed 115% of the SRP). (see e.g., farmdoc daily, June 29, 2022;
February 7, 2023; August 10, 2023; September 14, 2023). Note further that any increase due to the ERP
is already baked in because of the high crop prices in recent years. What might be most surprising is how
little attention the ERP has received compared to the amount of attention focused on (or distracted by)
political disputes about raising the SRP (see e.g., Hill, September 29, 2023). The discussion below offers
a bit of a corrective.

Discussion

The following compares price data and projections for six of the major program crops: corn, soybeans,
wheat, cotton, peanuts, and rice. For each crop, the statutory reference price (SRP; solid red line) and the
effective reference price (ERP; pink dot/dash line), as projected by the Congressional Office (CBO) in the
May 2023 baseline, form the base of each comparison. Because the 2022 marketing year recently
concluded for most crops and the 2023 marketing year has only begun, the figures also include the
monthly average prices received for each crop (light green bars) in 2022 and 2023, as reported by USDA
(USDA-NASS, Quickstats). Finally, the marketing year price projections are also included from the CBO
May 2023 baseline.

Figure 1 compares program-relevant prices for corn. For corn base acres, the effective reference price for
corn is expected to increase for marketing year (MY) 2024 through MY2028. In three of those years, the
ERP will increase to the maximum (115% of the SRP, or $4.26 per bushel).
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Figure 2 compares the program-relevant prices for soybeans. For soybean base acres, the ERP will
increase from MY 2024 through MY2031. In three of those years (MY2025-MY2027), the ERP will
increase to the maximum (115% of the SRP, or $9.66 per bushel).

Figure 2. Comparing Soybean Prices
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Figure 3 compares the program-relevant prices for wheat. For wheat base acres, recent high prices will
trigger the ERP and wheat reference prices will increase under existing policy for MY2025-MY2028.
Wheat MYA prices are not expected to increase enough to reach the maximum (115% of the SRP, or
$6.33 per bushel) but the ERP will reach a high of $6.01 (109%) in MY2027.

As for cotton, Figure 4 presents the program relevant prices with revisions; because Congress created
“seed cotton” as a covered commodity in 2018, Figure 4 provides both the monthly prices for upland
cotton (reported by NASS), as well as the MYA for upland cotton (yellow dotted line). Note that because
seed cotton is not an actual crop, NASS does not report monthly average prices for it and the comparison
with the SRP does not work. The MYA calculated for seed cotton would trigger PLC payments when
below the SRP and it is represented by the CBO projections (light green line).
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Figure 3. Comparing Wheat Prices
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Figure 5 illustrates the program relevant prices for peanuts. It is the clearest example of an SRP that is far
higher than market prices. For peanuts, the SRP not only triggers payments every year, but even a run of
high prices does not trigger the ERP. In fact, recent monthly high prices barely exceed the exceptionally
high SRP for peanuts.
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Figure 5. Comparing Peanut Prices
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Finally, Figure 6 illustrates the program relevant prices for rice. The monthly average prices for all rice
(including long grain, medium and short grain, and temperate japonica) is also compared to the prices for
just long grain rice (light blue dashed line), which is grown predominantly in Arkansas (see e.g., USDA-
ERS, “Rice Sector at a Glance” updated September 27, 2023). Each type of rice triggers payments
separately, rather than at the all-rice prices. The program includes long grain, short/medium grain rice, as
well as temperate japonica rice that is grown only in California (and receives much higher prices). The
SRP ($14.00 per cwt) is the same for long grain rice and short/medium grain rice, but a higher SRP is
available to temperate japonica rice. Notably, the brief period of high prices for long grain rice are not
enough to trigger the ERP but may result in no PLC payments on rice base for MY2022 and possibly
MY2023. USDA baseline projections from February 2023 are used for long grain rice and they drop to the
SRP in MY2024.
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Figure 6. Comparing Rice Prices
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CBO also reports out projections for the other feed grain crops (grain sorghum, barley, and oats), as well
as other oilseeds (flaxseed, sunflowers, canola, safflower, mustard seed, and rapeseed) and pulse crops
(dry field peas, lentils, large chickpeas, and small chickpeas). Of these, the ERP is most notable for oats
as it will increase the price trigger beginning with MY2024 and carry the increase to MY20233, it will also
reach the maximum ERP of 115% of the SRP ($2.76 per bushel in MY2025-MY2027). Grain sorghum
and barley also have increased price triggers in the CBO projections for some years, as do flaxseed,
rapeseed, and sunflowers. CBO does not project ERP above the SRP for the other crops included in the
baseline calculations.

In total, CBO currently projects that 9 of the 19 program crops will have an ERP higher than the SRP in at
least some of the years of the baseline but this is an understates the issue. Those 9 program crops
accounted for 92% of all base acres enrolled in ARC and PLC in the 2020 to 2023 program years. They
also account for nearly 86% of all base acres enrolled in PLC during those program years. In other words,
almost every farm in the country will experience a reference price increase through the ERP for at least
one crop.

Concluding Thoughts

Between the bardo and the baseline, the substantive farm bill policy deliberations and negotiations will
take place. The basic decision point is whether to take funding from the Inflation Reduction Act
conservation program appropriations—and thus increase the number of farmers in the bardo—in order to
gamble it on crop prices and the Price Loss Coverage baseline (farmdoc daily, September 14, 2023;
September 28, 2023). Much of the public discussion about raising reference prices appears to be missing
this and other key points, however. With the effective reference price (ERP) calculation enacted in the
2018 Farm Bill, over 90% of all base acres in the United States will experience an increase in the PLC
price trigger in the coming years without Congress needing to do anything more than extend those
provisions.

A closer look at the ERP also exposes further the inequities in the statutory reference prices established
by Congress. Each crop receives its own SRP, but they all have the same ERP calculation: 85% of the
five-year Olympic moving average of MYA prices (up to 115% of the SRP). With recent high market prices
for all crops, the ERP makes clear how high the SRP levels are for some crops, namely seed cotton, rice,
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and peanuts. Those three crops account for less than 8% of total base acres. This begs important
guestions for the substantive policy debate. One of those should be: what justifies the demand for higher
reference prices if 90% of all base acres will see an increase and the reason the rest won't is because the
SRP is so high already? Other questions follow swiftly from the first. To sort these matters out, farm bill
reauthorization will need to break through the chaos and the distraction.
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