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After long negotiations, procedural delays and
presidential vetoes, the $300 billion Farm Bill was
finally signed into law on June 19th, 2008. The
new farm law retains traditional programs, but
also significantly broadens its reach by committing
new dollars to farm revenue support, conservation,
bio-energy and food assistance programs. This
is quite an achievement amid fiscal deficits,
illustrating a successful balancing act involving all
major interest groups.

Although nearly $210 billion will go to food
assistance programs like school lunches and food
stamps, the estimated $35 billion to commodity
programs and $25 billion to conservation still
represent the core of the five-year Farm Bill.
Indeed, the new farm law sets the tone through
2012 by retaining funding for traditional farm
programs like countercyclical and direct payments,
now estimated to capture 14% of total spending.
Interestingly though, these programs’ effectiveness
is diminished due to soaring production costs
leading to higher break-even levels for farmers.
To address the latter, the Farm Bill introduced
new safety net programs, one of which is ACRE,
(Average Crop Revenue Election), designed to offer
revenue rather than price protection. Growers who
choose this program must give up 20% of their
direct payments and all counter-cyclical payment
in order to get a revenue guarantee equaled to
90% of the product of the state-average yield and
price. In all, it is an appealing program to many
growers although it might pose a risk of running
contrary to any future world trade agreement.
Nonetheless, this is not a near-term risk considering
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ongoing disagreements and negotiation delays at
the WTO (World Trade Organization).

The Farm Bill also included important biofuel
provisions amid ongoing debates about energy
independence. Government support of corn-ethanol
remains largely in place, but a noteworthy change
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All information contained herein has been obtained by MetLife from sources believed by it to be reliable. The
analysis, opinions, forecasts and predictions contained herein are believed by MetLife to be as accurate as the data
and methodologies will permit. However, MetLife makes no representations or warranties, either express or implied,
to any person as to the completeness, accuracy and reliability of such information, forecast and/or predictions and
expressly disclaims any liability with respect to any of the foregoing.
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