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Congress is now debating the 2007  
Farm Bill. though it affects us all,  
many find the legislation difficult to  
understand, complicated by technical 
language and common misconceptions. 
this brochure provides an introduction 
to the Farm Bill, presenting facts and 
raising issues to help the reader join  
in the debate.  
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What is the Farm Bill? 
The Farm Bill is a law renewed every five years that governs our federal farm, food, and conserva-

tion policy. It is very broad legislation, affecting the availability of food stamps for low-income families; 

the research agenda for public agricultural research; investments in food safety; economic develop-

ment in rural areas; efforts to conserve our soil, rivers, and forests; and government support to the 

people who grow and harvest our food. Though titled a “Farm” Bill, it actually affects the lives of 

every American, whether they live in a rural community or big city. 

Current farm policy has its roots in the Great Depression and the Dust Bowl of the 1930’s. Back then, 

farmers accounted for 20 percent of the US population and agriculture made up nearly 8  

percent of the Gross Domestic Product (GDP).1 Today, farmers make up less than 2 percent of the 

US population and agriculture, less than 1 percent of the GDP.2 Over the decades, the US Congress 

has reformulated the Farm Bill in several ways, but some reforms have reflected the changing face 

of rural America better than others. 

Since the current Farm Bill expires in September 2007, Congress will spend the next few months de-

ciding what programs to extend, revise, eliminate, or create. During this time, Americans have a rare 

opportunity to shape the Farm Bill, assess its strengths and weaknesses, and make the kinds  

of reforms that support a healthy and sustainable agricultural system.

What programs are governed  
By the Farm Bill?
Farm Bills are omnibus bills, meaning they combine measures across diverse areas, or “titles,” into  

a single piece of legislation. The 2002 Farm Bill, the most recent one, covered 10 different titles. 

title I. Commodity Programs 
Farming is by its nature a risky business. At the very least, market conditions fluctuate between 

planting and harvesting seasons. Add to that the unpredictability of weather and the threat of pests 

that can wipe out entire fields. For these reasons, the US government, like several others, estab-

lished an array of policies and programs meant to reduce the risk to the farmer while supporting farm 

incomes and the general well-being of the farm sector. The current debate emerged around how best 

to provide this support—to whom, how much, and under what circumstances.

Title I is the main source of this kind of farm support, provided mostly through commodity subsidies, 

which are government payments to producers of a narrow list of program crops (primarily wheat, 

corn, cotton, rice, and soybeans).3 The bulk of Title I commodity subsidies (over $12 billion annually)4 

is made under three forms: 

• Direct payments (DP) are annual, fixed payments given to producers based on the average 

they produced each year in the past (commonly referred to as a farmer’s historical acreage). 

These lump-sum payments are not related to current prices or production.

2002 Farm Bill titles

title I.  Commodity Programs

title II.  Conservation 

title III.  Trade 

title IV.  Nutrition Programs 

title V.  Credit  

 
 
title VI. Rural Development 

title VII. Research and Related Matters 

title VIII.  Forestry

title IX.  Energy 

title X.  Miscellaneous

Commodity subsidies |  

Government payments to  
producers of a narrow list of  

program crops (primarily wheat, 
corn, cotton, rice, and soybeans).
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• Countercyclical payments (CCP) make up the difference between the prevailing market price 

and a target price established in the law. They are countercyclical because they vary inversely 

with market prices. That is, when prices are high, payments are low, and vice versa. Like direct 

payments, countercyclical payments are based on how many acres of a commodity a farmer 

planted on average in past years (historical acreage), rather than the size of the crop he or 

she currently produces (current production levels). A farmer does not have to produce anything 

during the current crop year to receive a payment. 

• Loan deficiency payments (LDPs) make up the difference between the market price and a 

support price (called a loan rate). These LDPs essentially provide minimum price guarantees 

for farmers. Unlike countercyclical payments and direct payments, these payments are directly 

related to actual prices and actual production levels. The lower the price and the higher the 

production, the bigger the payment a farmer receives. 

These programs are managed through the Commodity Credit Corporation (CCC), a federally owned 

and operated corporation within the US Department of Agriculture (USDA) that manages all the 

transactions for agricultural price and income support and related programs in Title I.

Just about one-quarter of all US farms receive commodity subsidies.5 Of these, the top 10 percent 

get 75 percent of all payments.6 This concentration exists because most payments go to the largest 

farms, since commodity subsidies are tied to production (past and present), not the income or assets 

of the farm household. 

title II. Conservation
Agriculture relies on and directly affects our natural resources. The conservation title contains 20 pro-

grams and subprograms to protect and restore soils, waterways, and wildlife habitats. These include 

incentives to shift environmentally sensitive lands from agriculture to conservation (land retirement 

programs); incentives to better manage land under production (working lands programs); and techni-

cal assistance to help producers implement conservation measures and meet federal environmental 

laws on clean air, clean water, and endangered species. 

Four programs account for most of the spending under the conservation title:7 

• The Conservation Reserve Program (CRP) is a cropland retirement program that provides 

farmers incentives to shift fragile lands to long-term conservation. The CRP alone accounts for 

about 40 percent of conservation payments, covering over 35 million acres, or about 8 percent 

of all cropland.8 Spending totals about $2 billion annually.

• Environmental Quality Incentives Program (EQIP) is a cost-sharing and incentives program 

that provides financial and technical assistance for eligible farmers to adopt environmentally 

sound farming practices, including the management of wastewater and conservation of water, 

soil, and habitats. The budget for EQIP is about $1 billion per year.

Figure 1. 
Relatively few farmers benefit  
from commodity subsidies

Sources: 2006 Economic Report of the 
President (data on US farmers receiving pay-
ments), Environmental Working Group (data 
on commodity payment concentration).

Only one-quarter of  
all farmers receive  

commodity subsidies.

Seventy-five percent of all payments 
go to 10 percent of the farmers 
receiving commodity subsidies.

Us farmers

Commodity subsidies
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• Conservation Security Program (CSP) provides payments and incentives for further environ-

mental management and conservation by farmers who are already implementing such practices. 

This is a comparatively new program, and spending amounts to $260 million annually.

• Wetland Reserve Program (WRP) provides farmers with incentives to restore and preserve 

wetlands that have been converted to agricultural use. This program pays farmers about $250 

million annually.

title III. trade
The US is the world’s largest exporter of agricultural goods, exporting about 20 percent of its total 

production.9 In light of this heavy reliance on trade and projections for increased food demand, 

especially by developing countries, this title focuses on programs and policies that are intended to 

expand the markets for US commodities. 

Some of the main programs include funds to develop and expand markets for US agricultural  

products; support of US participation in international bodies that set standards for plants, foods,  

and animals; technical assistance for helping specialty crops meet standards and technical barriers 

in other countries; and food aid to developing countries. The largest program in the title is the Export 

Credit Guarantee Scheme, through which the CCC provides financing for the purchase of US farm 

products by specific foreign buyers. 

title IV. nutrition Programs
The nutrition title is a safety net to ensure that poor families and individuals in the US get enough to 

eat. The Food Stamp Program is the largest program in this title (and, by extension, in the Farm Bill). 

It provides low-income families and individuals electronic benefits (which replaced the paper stamps) 

redeemable for specific foods in authorized stores. Families receive at most $499 (for a family of four 

in 2005), based on a low-cost, nutritious food plan. Other programs in the title include The Emergen-

cy Food Assistance Program; Food Distribution Program on Indian Reservations; and some support 

for school meals, including through additional fresh fruits and vegetables.

title V. Credit
The high start-up costs of agriculture and its inherently risky nature often limit the accessibility of 

commercial bank loans to farmers. Since the early 1900’s the federal government has been provid-

ing affordable loans to farmers not able to borrow from commercial banks and guaranteeing loans 

made by some commercial banks. The USDA’s Farm Service Agency manages these programs, 

which supply about 3 percent of the farm sector’s debt and guarantee another 4 percent.10 

title VI. Rural Development
When the federal government first enacted farm policy back in the 1930’s, rural America’s economy 

was driven by farming. Over time, however, rural America has gradually increased its reliance on 

the nonfarm economy. Jobs off the farm sustain most rural Americans, including most US farmers. 

In fact, today less than 10 percent of the US rural population lives on a farm, less than 7 percent of 

the rural workforce actually works on a farm, and about 90 percent of farm household income comes 

from nonfarm economic activity.11 

This title includes nearly 90 programs across 16 federal agencies that provide loans, grants,  

technical assistance, and research for a wide array of activities to support the development of rural 

communities more broadly beyond the farm. Major funding is provided for housing, wastewater 

systems, business development, expansion of broadband Internet and electricity, and new use of 

agricultural products.
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title VII. Research and Related Matters
Federally funded agricultural research underlies much of the competitiveness of US agriculture.  

This research includes the identification and development of better crop varieties, more efficient 

ways to produce and process farm products, and standards to ensure a safe, high-quality food supply. 

This title covers funding for federal agricultural research, the land-grant colleges of agriculture, and 

agricultural extension. This includes the research agencies within USDA, such as the Agricultural 

Research Service, the Economic Research Service, and the National Agricultural Statistics Service.

title VIII. Forestry
This title covers federal programs and policies to manage and protect our nation’s forests, including 

through forest health management (such as efforts to controls pests and invasive species), equip-

ment and technical assistance to states and volunteer fire departments, and an array of forestry 

assistance programs.

title IX. energy
As the US has become increasingly concerned about its high reliance on fossil energy, it has been 

considering the promises of biofuels, fuels made from processed agricultural products and byprod-

ucts such as corn, switch grass, straw, and other woody biomass. This title provides payments for 

bio-based products and incentives for farmers and ranchers to adopt renewable energy and energy-

efficient production methods.

title X. Miscellaneous
This last title presents a mix of programs and policies that for some reason did not fit in the other 

specific titles. The largest program is crop insurance. Like the payments in Title I, crop insurance 

is meant to shift some of the farmer’s risk to the government. The title also includes support for 

research, technical assistance, and standardization of organic agriculture, as well as incentives for 

greater use of fresh fruits and vegetables for federally funded meal and nutrition programs.
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hoW much does the  
Farm Bill cost? 
The Farm Bill includes programs administered across several agencies of the federal government; 

thus compiling a budget for the Farm Bill by title is quite difficult. Since most of the Farm Bill pro-

grams fall under the USDA, the USDA budget is often used as an approximate measure for total 

Farm Bill spending.12 

According to USDA data, programs and policies covered by the 2002 Farm Bill amounted to an  

average of $84 billion annually between 2002 and 2005, reaching over $100 billion in 2005.13 Food 

and nutrition alone accounted for over half of the USDA budget, with an average of $44 billion spent 

per year between 2002 and 2005. Title I commodity subsidies to support farm income and commod-

ity prices were the second largest budget item. Altogether, Title I commodity subsidies averaged over 

$12 billion between 2002 and 2005, or about 15 percent of total government support under the Farm 

Bill. The remaining 33 percent of the Farm Bill budget covered everything from rural development, 

agricultural research, and conservation, to foreign agriculture, marketing, and food safety.

Figure 2. 
Spending in the Farm Bill

Sources: USDA’s “CCC Net Outlays by Com-
modity and Function” (CCC data), USDA Agri-
culture and Related Agencies Appropriations, 

FY200�–FY2006, Congressional Research 
Service (other data). This budget reflects both 

mandatory and discretionary spending.

 
Food and nutrition $��.1

CCC   $12.�

Other farm and 
foreign agriculture* $11.6

Natural resources $7.7

Rural development $2.9

 
Research     $2.�

Marketing and regulatory  $1.9

Food safety    $0.8

Administration and  
miscellaneous   $0.�

*Farm and foreign agriculture less CCC payments for  
  program crops.
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Who BeneFits From the  
Farm Bill?
While all Americans benefit to some degree from the Farm Bill, it directly benefits farmers, low-income 

households in rural areas and in cities, small rural businesses, agricultural land-grant colleges, and 

rural communities. Some programs, however, benefit more people than others. 

The Food Stamp Program, the largest single program within the Farm Bill, costs $32 billion and ben-

efits about 26 million low-income people a year.14 In contrast to the widely distributed benefits of the 

Food Stamp Program, just about one-quarter (500,000) of the country’s 2 million farmers received 

commodity payments in 2003.15 And growers of five crops alone (corn, wheat, cotton, soybeans,  

and rice) account for 92 percent of all subsidies.16 

The exact number of beneficiaries from other Farm Bill programs is more difficult to quantify because 

many programs include public good types of infrastructure or services, such as rural community cen-

ters and hospitals, agricultural research, investments in alternative energy sources, environmental 

conservation, and watershed management. Though difficult to quantify precisely, the overall benefit 

is substantial, as illustrated below:

Conservation | About 15 percent of all farms benefit from conservation programs.17 The land 

retirement programs altogether cover over 40 million acres, or about 10 percent of all farmland.18 

The benefits of these programs, however, extend beyond individual farmers. These programs help 

reduce water and air pollution, soil erosion, and the loss of wildlife habitat, ultimately benefiting the 

broader society. 

Rural Development | In 2005 alone, the business programs under this title created over 73,000 

jobs, provided electricity to about 195,000 new consumers, improved electrical service to about 2.4 

million customers, and helped fund new or improved water treatment systems serving over 1 million 

consumers.19 

Energy | In partnering with other federal agencies to promote biofuels, the USDA supported  

research on renewable energy, incentives for bioenergy production, and the creation of markets for 

renewable energy, all of which contributed to a ninefold increase in biodiesel production between 

2001 and 2005.20 

40

30

20

10

0
Food Stamp 

Program
Title I

Commodity
Subsidies

$ billion in payments

million beneficiaries

Figure 3. 
Food stamps and commodity  
subsidies: Budget and beneficiaries

Sources: 2006 Economic Report of the  
President (data on US farmers receiving  
payments), Environmental Working Group 
(data on commodity payment concentration).
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hoW is the Farm Bill Written?
Congress drafts the legislation that governs farm, food, and conservation programs. The Agriculture 

Committees of the House and the Senate design a Farm Bill, which the full House of Representatives 

and Senate must approve. For the upcoming 2007 Farm Bill, the Administration, led by the USDA, 

sent its recommendations to Congress at the end of February 2007. The Agriculture Committees 

began their Farm Bill hearings in 2006, and they are continuing in 2007. These hearings provide 

committee members with an opportunity to listen to experts as a way of gathering information and 

opinions. The Agriculture Committees and subcommittees will then debate, amend, and rewrite 

proposed legislation (“mark-ups”), probably by early summer. Finally, both the House and the Senate 

will vote on all the titles as a single Farm Bill likely in the late summer. Whatever Congress decides 

will remain in effect until the next Farm Bill gets written around 2012.

Why does oxFam care aBout 
the Farm Bill?
The Farm Bill is an important piece of legislation affecting the livelihoods of millions of Americans 

and farmers in the rest of the world. Oxfam America believes that reforming the Farm Bill will gener-

ate more and better support to strengthen rural America, promote environmental conservation, and 

improve food and nutrition programs for people in the US, while reducing the negative impacts our 

policies have on poor farmers abroad. 

the case for reform
Farm Bill reform should focus on the commodity subsidies provided in Title I. One of the main issues 

with Title I commodity subsidies is that they no longer serve their original intent of providing farmers 

temporary support to help overcome economic hardships. Instead, the bulk of commodity subsidies 

continuously support farmers whose incomes are higher than the national average,21 and a small 

percentage of all farmers get most of the benefits. 

Another issue relates to payment limits. Some farmers are able to harvest huge government 

payments through the commodity subsidy programs. The 2002 Farm Bill sets annual per-person 

payment limits at $40,000 for direct payments, $65,000 for countercyclical payments, and $75,000 

for marketing loan benefits. It also allows an individual farmer to claim benefits for two additional 

farm “entities,” meaning farmers can receive $360,000 every year. However, legislative loopholes 

keep the limits from ever becoming binding, meaning some farmers can pocket substantially higher 

amounts.22 In fact, at least 37 farmers received payments in excess of $1 million in 2004 and at least 

146 did so in 2005.23 

An additional controversy is that massive subsidies for commodities such as corn, cotton, and rice 

contribute to the consolidation of land ownership by fewer and larger producers.24 Through subsi-

dies, taxpayers enable the biggest producers to drive land prices up, making it difficult for smaller 

farmers to stay in business and nearly impossible for a farmer who is just starting out to afford 

farmland. 

Today, subsidies benefit only about 25 percent of US farmers,25 with the top 10 percent receiving 

75 percent of all subsidies.26 Smaller farmers have been chronically underserved or discriminated 

against by US farm policy, especially minority and limited-resource farmers and ranchers.27 More 

funding could be made available to support these farmers and to help new farmers get a start in 

agriculture.

The concentration of payments would be less problematic if somehow the benefits from these 

subsidies trickled down to rural communities, especially because rural poverty remains higher than 

urban poverty. But they don’t. On the contrary, commodity subsidies are not associated with job 
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growth,28 do not reduce rural-urban migration,29 and actually make it harder for new farmers to start 

up because of higher land prices.30 

Finally, US commodity subsidies also have impacts beyond US borders. By encouraging farmers 

to produce more than they would otherwise, these payments lead to the dumping of surplus com-

modities on international markets at prices well below the cost of production. This means that US 

commodity subsidies are trade-distorting because they essentially lower the world price of cotton 

and other commodities. Several of these commodities are produced by farmers in other countries, 

including in many of the world’s poorest. This dumping undermines local production in other countries, 

threatens the livelihoods of millions of farmers, and deprives developing countries of earnings and 

market share. This is not only unfair; it violates existing World Trade Organization (WTO) rules. The 

harmful effects of US farm subsidies have been successfully challenged in the WTO in the case of 

cotton, and new cases continue to emerge.31 

Ideas for reform
Oxfam is a strong advocate for reforming commodity subsidies. Instead of making these large pay-

ments to relatively few farmers, the government could save billions of dollars and reallocate some to 

other important Farm Bill programs. There are several viable options that can protect the livelihoods 

of US farmers, effectively help conserve the nation’s natural resources, feed low-income households, 

promote rural development, encourage the search for sustainable sources of energy, and create a 

fair market place for agricultural communities around the world.

Commodities | Current commodity programs only benefit farmers who can maximize both bushels 

and acres of a narrow range of crops. This does nothing to help a producer when disaster strikes or 

in a times of low production or low prices. Instead, farmers could be better protected by a commodity 

title that creates a more equitable and adequate safety net.

In addition, the 2007 Farm Bill is an opportunity to stop incentives to overproduce and bring US farm 

programs into compliance with existing WTO obligations. The USDA proposal presented by Secre-

tary Mike Johanns in February 2007 attempts to address this concern.32 Other proposals emerging 

from particular interest groups suggest linking direct payments to conservation, creating savings 

accounts and revenue assurance programs for farmers.

Some options for reforms to Title I commodity subsidies might include the following:

• Decrease target and loan rates to recent averages, and shift savings into direct payments or 

other areas of the Farm Bill that will feed hungry people and support rural communities and 

farm families in the US.

• Create a risk management or farmer savings plan that can insure against natural disasters or 

price declines.

• Create an incentive to forgo loan deficiency payments (LDP) and countercyclical payments 

(CCP) by increasing direct payments to all farmers who develop and implement conservation 

practices.

• Use a transition formula to make the Conservation Security Program payments (CSP) an  

environmental services income support program available to all farmers (program and  

nonprogram producers). At the end of the transition period, direct payments and CSP would  

be fully merged and LDP and CCP phased out.

Conservation | Government support for conservation efforts ultimately benefits everyone who  

cares about healthier soil and water. Conservation payments also generally do not distort trade, 

meaning the US government can increase its support of conservation programs without any  

challenges in the WTO.33 The WTO classifies subsidies according to the level of distortion they gen-

erate (the “boxes” listed on page 9), with ceilings on the more distortionary subsidies and no limit on 

nondistortionary subsidies (“green box”). The government can thus support its farmers and improve 

conservation while complying with global trade rules and reducing the detrimental impacts of its farm 

policies on farmers in other countries. 

Dumping | By encouraging  
farmers to produce more than 
they would otherwise, commodity 
subsidies lead to the dumping  
of surplus commodities on 
international markets at prices 
well below the cost of production. 
These subsidies essentially lower 
the world price of cotton and 
other commodities.
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Nutrition | Despite their proven effectiveness, increased efficiency over the years,34 and importance 

to millions of Americans, food stamps have often been used as bargaining chips in Farm Bill ne-

gotiations. Instead, the program should receive more funding so that it can continue modernizing 

benefits (some beneficiaries still have to use “stamps”), improve outreach to working poor and the 

elderly (who remain underrepresented as beneficiaries), and increase fresh fruits and vegetables in 

school meals. 

Rural development | As rural areas’ reliance on agriculture continues to decline, the need for 

investments in rural infrastructure and opportunities to diversify rural economies grows. Rural devel-

opment programs should be more focused on entrepreneurial development and strategies to build 

and keep wealth in rural communities. The challenge is how to improve the efficiency and equity of 

these programs, while providing both socially based kinds of support to local communities and ways 

to facilitate market-based rural development. The next Farm Bill could create programs to promote 

entrepreneurship, micro-enterprises and research to strengthen these initiatives. 

Energy | As in the case for the conservation title, federal support for research, development, and 

implementation of alternative fuel sources makes sense because the benefits ultimately are shared 

by the broader society. These benefits include lower emissions of toxic chemicals and greenhouse 

gases and a reduction of the nation’s vulnerability to the volatile world oil market. The urgent need 

for alternative fuel sources is clear, though the extent to which biofuels can meet this demand re-

mains somewhat debatable. Part of the controversy is that much remains unknown about the tech-

nologies and the economic viability of bioenergy, as well as its environmental and social impacts. 

Americans have an extraordinary opportunity to create meaningful positive change during the next 

few months. Call on Congress to reduce misguided commodity subsidies and redirect the money 

to the programs that need it most: conservation, nutrition, rural development, and the research and 

development of renewable sources of energy. Let’s put our tax money to work for farmers, families, 

and our future. Visit www.oxfamamerica.org/farmbill.

 
Amber box | Payments that distort production and trade, including measures to support prices and subsidies 
linked to volume produced.

Blue box | Payments that distort production and trade, but include some measure that requires farmers to 
limit production.

Green box | Payments that do not result in price support for producers or involve financial transfers from  
consumers, but are provided through a publicly funded program, such as research, training, extension,  
marketing, infrastructure, or environmental conservation. 

 Wto “boxes” for agricultural domestic support
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 Errors, and Further Challenges Remain” (Washington, DC: US Government  

 Accountability Office, May 2005), Report to Congressional Committees. 

notes
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learn more
the Farm Bill is an extremely large and complex piece of legislation, yet one 
certainly worth learning more about. Below are some helpful resources: 

• USDA Farm Bill. www.usda.gov/farmbill.

• Becker, Geoffrey. Updated Jan. 3, 2007. “The ‘Farm Bill’ in Brief.” CRS Report  

for Congress RS22131. 

• Womach, Jasper (coordinator), and others. Updated Jan. 3, 2007. “Previewing a 2007 Farm 

Bill.” Congressional Research Service Report for Congress RL33037. 
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