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Topics

2022 Commodity Program Decision
Early Look at 2023/24 Farm Bill Issues

US Macro-Economy: Federal Debt, Interest Rates, Inflation,
and Labor Led Inflation:

References for 2022 / 23 crop year decision

Zulauf, C., G. Schnitkey, K. Swanson, and N. Paulson. 2021, December 9. Does December Cash
Price Help Predict if ARC-CO or PLC Pays More Next Year? farmdoc daily (11):164.
Department of Agricultural and Consumer Economics, University of lllinois at Urbana-
Champaign.

Zulauf, C., B. Brown, G. Schnitkey, K. Swanson, J. Coppess, and N. Paulson. 2019, October 29.
The Case for Looking at the ARC-IC (ARC-Individual) Program Option. farmdoc daily (9):
203. Department of Agricultural and Consumer Economics, University of lllinois at Urbana-
Champaign.
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Annual commodity program election for
2022/23 crop - March 15 deadline

Options: ARC-CO (Agriculture Risk Coverage — County) and PLC (Price Loss
Coverage) are most common options. Third option is ARC-IC (ARC — Individual).

Selection Guide: Calculate ratio of current crop year US December cash price to next
crop year effective reference price. PLC (ARC-CO) expected to pay more per base
acre if this ratio is less than 100% (equals or exceeds 100%).

Share of correction predictions, US program commodities,
2014-2020 crop years

88% 72% 57% 80% 100% 81%

64.7% - 84.9% 85% -94.9% 95% -104.9%  105% - 119.9% 120 - 164.3% all
ratio of prior crop year US December cash price to effective reference price

Ratios using November 2021 US cash price: Corn ($5.27/$3.70) — 142%
Soybeans ($12.20/$8.40) — 145% Wheat ($8.41/$5.50) — 153%

Selection Guide favors ARC-CO for 2022/23 crop year. Other Consideration: Crop
insurance Supplemental Coverage Option (SCO) available only with PLC .

Usual Warning: Past does not always predict the future.
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Early 2024/23 Farm Bill Thoughts:
Overview

Most early discussion of a farm bill since 1985 farm bill, particularly
among farm and conservation policy communities.

Reasons are (1) massive ad hoc farm spending in 2018 - 2020 and (2)
agriculture’s role in climate change.

Farm bills are driven as often by unforeseen as foreseen events. All
current discussions could be misplaced or made moot.

We write a different farm bill if Democrats or Republicans or Both control

Congressional Houses, or if crop prices are high or low, or if interest
rates and inflation are rising or stable and low.
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Early 2024/23 Farm Bill Thoughts:
Potential Key Issues

How many new program commodities are designated?

Will funds for current program crops be cut to fund new program
commodities?

Will disaster assistance become permanent?
What subsidy will be provided for cover crops?

How much current conservation spending will be redirected to carbon
sequestration? Will land retirement become about carbon sequestration?

Will exports or biofuels be the favored demand?
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US Federal Debt since 1939

US total Federal public debt, trillion $, 1939-2021 $28.43
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US Interest Rates and Inflation
since 1962

Annual 10-year US Treasury constant maturity interest rate, 1962-2021
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US Labor Market and Labor
Wage Inflation

Figure 1. Labor force participation rate, US, 1948-2021
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Additional Information

Zulauf, C., G. Schnitkey, K. Swanson, and N. Paulson. 2021, December 20. US Federal Debt. farmdoc
daily (11):167. Department of Agricultural and Consumer Economics, University of lllinois at
Urbana-Champaign.

Zulauf, C., G. Schnitkey, K. Swanson, and N. Paulson. 2021, December 23. US Interest Rates.
farmdoc daily (11):169. Department of Agricultural and Consumer Economics, University of
lllinois at Urbana-Champaign.

Zulauf, C., G. Schnitkey, N. Paulson, and K. Swanson. 2022, January 6. US Labor Market and Labor
Wage Inflation. farmdoc daily (12):1. Department of Agricultural and Consumer Economics,
University of lllinois at Urbana-Champaign.
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Telling a Story

US labor force participation has declined in the 21st Century creating wage
pressure. Possible reason is a permanent change in propensity to work.

Federal infrastructure bill creates jobs, likely increasing labor wage inflation.

Labor wage inflation is less likely to be transitory. Workers have more
income to spend, translating into more demand and higher prices.

Once inflation takes hold, it is difficult to cure. It took a sustained period of
high real interest rates to cure the inflation of the 1970s. High Federal outlays
for interest on US debt constrained US policy. Real estate investments, such
as farmland, and stocks struggled with low returns and declining values.

It is too early to know if sustained high inflation, in particular labor wage led
inflation, is an emerging US problem. It is not too early to track labor wage
inflation as an early warning signal.

THANK YOU! QUESTIONS? BEST WISHES!!
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