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1996 Farm Act
Sets Stage for
Acreage Shifts

n the first two seasons under the ney
I farm legislation, U.S. farmers adjuste

their planting decisions to take advar
tage of strong crop prices. In 1996, tota
acreage planted to principal crops rose
more than 16 million acres to 334.5 mil-
lion, with acreage in 1997 remaining
nearly unchanged from the 1996 level.

The Federal Agriculture Improvement
and Reform Act of 1996 (1996 Farm Act
allows farmers more flexibility to respon
to strong market price signal&@
Supplemenipril 1996). The eight major
crops most affected by the change in pg
cy are wheat, corn, sorghum, barley, oat
upland cotton, rice—all previously cov-
ered by supply management programs-—
and soybeans. Total plantings for these
eight crops rose from about 245 million
acres in 1995 to 261.6 million in 1996,
falling only slightly to 261 million in
1997. These crops accounted for virtual
all of the changes in principal crop
acreage during the past 2 years.

Increased total acreage reflects the sup
response to higher absolute prices. In

addition, a change in the mix of planted
crops is a response to changes in relati

prices among the crops, combined with
some year-specific weather-related eve
Increased planting flexibility under the
new farm legislation facilitated producer
ability to change land use.

The farm legislation enacted in 1996
made important changes in the nature @
government commodity programs, inclu
ing supply management for major field
crops. The 1996 Farm Act increased far
ers’ planting flexibility by eliminating
acreage reduction programs (ARP’s), ba

L

modity program changes that increased
tplanting flexibility. Some of the 1996
acreage increase resulted from double
s5'counting of failed winter wheat land that
was replanted to alternative spring-planted
crops. In 1997, total plantings remained
near the 1996 level, but a new set of rela-
f tive prices led to a different mix of crops
y-planted.

mkand idled in 1995 likely provided much
of the acreage gains during the past 2
1sgears, brought into use in response to high

acreage planting requirements to maintaiprice incentives. In 1995, the last year

eligibility for program payments, and lim
its on flex acreage that farmers could
plant to other crops. The increased plan
ing flexibility has facilitated producers’
ability to adjust both total land use and
the cropping mix over the past 2 years.
Some planting constraints continue for
program participants under the 1996 ac
in the provisions for conservation of
highly erodible lands and protection of
wetlands.

Under a continuation of previous farm

law, higher prices in 1996 and 1997

would have brought additional land into

/ production from previously idled acres,

dand 25-percent planting flexibility would

“have allowed switching among crops (1
percent “normal” flex acres and 10 per-
cent optional). However, base acreage
considerations, limited flexibility, and
ARP’s would likely have constrained
acreage adjustments farmers could mak
to the large runup in prices and to the
price relationships among crops. This

) spring, for example, soybean prices

0 exceeding $8 a bushel were high in rela
tion to prices for competing crops

I_such as corn.

|-

SBy removing the base acreage planting
constraints and flexibility limitations of

" previous farm law, the 1996 Farm Act
permitted a faster supply response to th
economic incentives provided by absolu
and relative price movements. Greater
ability of producers to respond to signal

Yfrom the marketplace results in agricultu
al production being economically more
efficient.

Phrhe significant gain in the 1996 aggregs
acreage planted to major field crops wa
due largely to higher prices for most

- under the previous farm law, nearly 5 mil-
lion acres had been idled under corn and
t-rice ARP requirements. Flex acreage vol-
untarily left idle by farmers accounted for
an additional 5 million acres. Another
13.6 million acres had been idled under
voluntary 0,50/85-92 programs.
Within the higher acreage total of the last
2 years, changes in the mix of crops
planted have resulted from relative price
shifts among various crops combined with
year-specific weather-related events.
Large acreage shifts to corn and spring
wheat in 1996 and to soybeans in 1997
reflected price incentives that favored
planting those crops rather than compet-
b ing crops, as well as some weather-
induced planting adjustments.

For 1996, in eight southeastern and Delta
states (Arkansas, Louisiana, Mississippi,
€Alabama, Georgia, South Carolina, North
Carolina, and Tennessee), corn acreage
increased sharply and soybean plantings
rose, while upland cotton and rice acreage
- fell. Corn prices in the spring planting
season were very attractive relative to cot-
ton prices, and opportunities for early har-
vest provided additional incentives for the
shift to corn. In 1997, soybean plantings
grew further in these states as strong soy-
bean prices drew acres from upland cot-
eton, corn, and wheat. Rice acreage also
terose in 1997, reflecting strong prices this
year.

D

Mn Texas, Oklahoma, and Kansas, acreage
rose sharply for sorghum in 1996, due in
part to its strong prices. Sorghum gains
also reflected replanting of failed winter

itevheat area to sorghum and drought-

s induced shifts from cotton in Texas. In
1997, total planted area in these states is

€major field crops, combined with com-

smaller partly because of the double
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Relative Commodity Prices Are a Key Factor in Planting Decisions

8 Major Crops
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counting in 1996 ofdiled winter vihed
land tha was eplanted Plantings of
soighum in 1997 ddimed shaply as its
prices Ell relaive to whed and cotton,
although sayhum aea emained bove
1995 levels.

In MinnesotaNorth Dalota,and South
Dakota, strong pices in 1996 pushed up
total plantings. Br the thee-stée total,
the incease in plantings as dout equal
to the amount of land idled under asah
commodity pograms in the pavious year
Spiing whea and con cgtured most of
the 1996 a@age quin, reflecting higher
relaive plices,with soybeans and by
rising less. Nothdly, high whed prices in
the sping of 1996 following the educ
tion in winter whed production potential
in other egions of the couny, provided
a stong incentie for sping whed area
expansionAlso, acreaye planted to sun
flowers and other minor oilseedslifin

1996, reflecting laver piices eldive to
whed.

Some of the 1996ain in sping whed
acregye likely occured on land typicayl
in summer &llow, as plantings &re no
longer limited to the pygram ciop
acregye base of por law. In paticular,
1996 vhed plantings in Noth Dalota
equaled thiastae’s 1995 whed acreage
base pluslaout two-thirds of the 1995
total nomal flex acreage of other pogram
crops.This sugests tha1996 Noth
Dakota whea plantings vould hare been
hard to ahieve within the pogram
bounds of pavious legislation.

For 1997,in contast,strong sybean
prices elative to con, whed, and baley
shifted land in the tstate region to sg-
beans fom those competing @ps.
Acreage planted to minor oilseedaps
also ebounded someha this year on the
strength of oilseed foes.

In the Con Belt,a lage increase in 1996
plantings came mostifrom land idled
under anoal commodity pograms in the
previous year Strong pices br con rela
tive to competing aps led to car plant-
ings caturing nealy all of the egion’s
increase in total aesge. Additional
increases in Car Belt plantings in 1997
pushed the 2gar @in in aceage éove
the amount of land idled under arah
commodity pograms in 1995. Stmg sg-
bean pices elative to con and vhed
prices shifted land to gbeans in the
region for 1997 ,with com aces ising
less and \wed area flling. The nealy
complete plantingléxibility helped in
attaining these adjustments.
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