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THE WHITE HOUSE 

WASHINGTON 

April 16, 1984 

PRESIDENTIAL LUNCHEON WITH 

MEMBERS OF NATIONAL HISPANIC LEADERHIP CONFERENCE 

DATE: 
TIME: 
LOCATION: 

FROM: 

I. PURPOSE 

April 17, 1984 
12:00 n 
State Dining Room 

FAITH WHITTLESEY -::;;qJ 

To continue our on-going dialogue with leaders of this 
Conference regarding policies and issues that are of 
special concern to the Hispanic community. 

II. BACKGROUND 

The National Hispanic Leadership Conference meets every 
four years to discuss issues of concern to the Hispanic 
community. Approximately 150 Hispanic leaders, repre­
senting 15 major organizations, will participate in the 
Conference. 

Walter Mondale, Jesse Jackson, and Sen. Chris Dodd (rep­
resenting Gary Hart) were scheduled to speak to the 
Conference on Monday and were expected to criticize 
Administration policies toward Hispanics. The President 
had been invited to address their Tuesday banquet, but 
this luncheon was scheduled instead. At least 75 % of 
this group are Democrats, many of whom have been un­
friendly toward given policies of the Administration. 

III. PARTICIPANTS 

The Social Office will provide a list of the 100 Hispanic 
participants, plus 20 White House and Administration 
officials. 

IV. PRESS PLAN 

Full press for President's remarks only. 

V. REMARKS REQUIRED 

President's speech has been prepared by Speechwriting 
staff. 



VI. PREVIOUS PARTICIPATION 

VII. 

The President met with heads of Hispanic organizations 
during the first 60 days of the Administration. He also 
met informally with many of these same leaders last 
August in El Paso. 

SEQUENCE OF EVENTS 

Social Office will provide scenario. 

attachments 



ORGANIZATIONS COMPOSING THE NATIONAL 
HISPANIC LEADERSHIP CONFERENCE 

Mr. Jose Cano Chairman, 
National Hispanic Leadership Conference 

Mr. Raul Yzaguirre President, 
National Council of La Raza 

Mr. Gilbert Chavez President, 
National Hispanic Federal Executives 

Mr. Pablo Cedillo Secretary, 
U.S. Catholic Conference 

Ms. Arnilda Gonzalez Quevedo President, 
National Council on Hispanic Culture 

Dr. Juan Rosario Executive Director, 
Aspira of America 

Ms. Suleika Cabrera Chairman, 
National Puerto Rican Forum 

Mr. Joaquin Avila (not attending) President and General Counsel, 
Mexican American Legal Defense 
and Education Fund 

Ms. Annabelle Jaramillo National President, 
Incorporated Mexican-American 
Government Employees (IMAGE) 

Mr. Harry Pachon Executive Director, 
National Association of Lation 
Elected and Appointed Officials (NALEO) 

Mr. Mr. Louis Nunez Executive Director, 
National Puerto Rican Coalition 

Mr. Guarione Diaz Executive Director, 
Cuban National Planning Council 

Mr. Mario Obledo National President, 
League of United Latin American Citizens 

Mr. Jack J. Olivero President and General Counsel, 
Puerto Rican Legal Defense and 
Education Fund 

Mr. Jake Alarid National Chairman, 
American G.I. Forum 



SEQUENCE OF EVENTS: LUNCHEON 

TIME: 

LOCATION: 

FROM: 

Noon 

12:50 p.m. 

12:55 p.m. 

11:30 a.m. 

National Hispanic Leadership Conference 
Tuesday, April 17, 1984 

11:30 a.m. 

State Dining R;;,rt 
Gahl L. Hodges 

Guests arrive the Diplomatic Entrance of 
the White House via the Southeast Gate 
and proceed to their tables in the State 
Dining Room via the Grand Staircase and 
the Cross Hall. 

THE PRESIDENT arrives the State Floor via elevator 
and proceeds to the State Dining Room. 

Announcement. 

Luncheon is served. 

12:48 p.m. Members of the Press are escorted to 
designated location in the State Dining 
Room. 

Remarks by THE PRESIDENT. 

NOTE: No questions and answers. 

12:55 p.m. At the conclusion of THE PRESIDENT'S 
remarks, the Members of the Press are 
escorted out of the State Dining Room. 

THE PRESIDENT departs the State Dining Room enroute 
the elevator. 

1:00 p.m. All guests depart. 
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THE WHITE HOUSE 

W AS HIN G T O N 

April 16, 1984 

CABINET COUNCIL ON FOOD AND AGRICULTURE 

DATE: 
TIME: 
LOCATION: 

FROM: 

I. PURPOSE 

April 17, 1984 
2:00 PM (60 minutes) 
Cabinet Room ,... lj 
CRAIG L . FULLER (J\,r 

To review with the Cabinet Council the general 
economic conditions in the United States farm 
sector . 

II . BACKGROUND 

Recently, there have been many news reports 
concerning the state of the farm economy and its 
weak financial condition . It is ironic that, at 
the same time, prices for most major farm com­
modities are up significantly from the recent 
past and projections show that farm s ector income 
will reach near record levels in 1984. 

Although real, the public i zed hardships in the 
farming community are not evenly distributed 
among the farm population. While roughly half of 
all farmers own their land debt-free , only 15 
percent of the operators are heavily leveraged . 
This latter group has been battered by the 
combination of their heavy debt burdens, last 
summer ' s drought, and lower crop prices during 
the last s everal years . 

Ultimately, 2 to 4 percent of all farmers may be 
forced out of business this year compare d with 
1 . 5 percent last year . While this foreclosure 
rate is not unusual in other s e ctors of the 
economy , it is high, by historical standards, for 
agriculture . 

A wide range of supply and demand factors have 
also contributed to the sector's financial 
problems. Many of our nat ion ' s price support 
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programs tend to r a ise our commodity price s 
beyond an internationally competitive level . 
This, in combination with the appreciation of the 
dol l ar and the lagging effects of the 1980 grain 
embargo, places U. S. agriculture at a competitive 
disadvantage with other producing nations. 

Through the 1983 acreage reduction programs, the 
Administration has taken steps to ease farmers' 
financial burdens. Unfortunately, these programs 
have been costly in the short run and have taken 
on the character o f f armer entitlement programs. 
After 2 years of debate, Congress recently passed 
a compromise bill on 1984 farm program provisions 
slightly reducing high support levels which 
contributed to past surpluses. Also , enough 
acreage should be idled under the 1984 program to 
help minimize the rebuilding o f t roublesome 
surpluses. 

Longer term improvements, however, depend on 
dealing with the inconsistencies of rigid farm 
policies which tend to keep prices and production 
artificially high. At your request, the Cabinet 
Council has initiated a comprehensive review of 
all U.S. farm and food policies as part of the 
Administration's preparation for the debate over 
the 1985 Farm Bill. 

III. PARTICIPANTS 

Secretary Block, William Lesher (Assistant 
Secretary for Economics) , Frank Naylor (Under 
Secretary for Small Community and Rural 
Development), White House Staff. 

IV. PRESS PLAN 

None 

V. SEQUENCE 

Secretary Block will open the meeting and deliver 
int roductory remarks . Afterwards, he will call 
on Messrs. Lesher and Naylor to supplement his 
discussion. 



DEPARTMENT OF AGRICULTURE 
O F FIC E O F TH E S E C RET A RY 

WASH INGTON. D. C. 20250 

MEMORANDUM FOR THE CABINET COUNCIL ON FOOD AND AGRICULTURE 

FROM: JOHN R. BLOCK t}(l\__ ~ 
SUBJECT: Economic Conditions in the Farm Sector 

Summary 

Recently there have been many news reports concerning the state of the farm 
economy and its weak financial condition. At the same time, prices for most 
major farm commodities are up significantly from the recent past and we are 
projecting near-record net farm income in 1984. This paper attempts to put 
this apparent paradox into perspective by suggesting that the hardships, al­
though real, are not evenly distributed among the farm population and not as 
pervasive as implied. The sector's financial problems are not being felt by 
most operators. Many of the debt problems are highly concentrated in parti­
cular regions where drought and market developments have combined to cause 
severe impact. A major contributing factor to the problems of producers of 
certain commodities was excessive purchases of land and machinery in the last 
5 years at inflated prices using capital borrowed at high interest rates with 
the expectation of continued double-digit inflation and land price escalation. 

o While much improved from a year ago, financial conditions in the farm 
sector are not as good as they could be and are particularly severe for 
operators who planned on continued inflation in the 1980's. While 
roughly half of all farmers are debt-free, about 15 percent of the 
operators with heavy debt burdens and hard-hit by last summer's drought 
face serious income and cash flow problems. These farms account for 
about one-third of the gross cash receipts of the farm sector. An even 
larger group faces significant losses in equity as the value of their 
assets drop after several decades of appreciation due in large part to 
rapid inflation. Ultimately, 2-4 percent may be forced out of business 
this year compared with 1.5 percent last year. While not unusual for 
other sectors of the economy, agriculture is not accustomed to these 
levels. 

o It is important to recognize that much of this hardship is the result of 
a more general deflationary transition at work throughout the economy. 
Agriculture is not the only sector with individuals who over-extended 
themselves in the late 1970's based on the expectation of continued 
double-digit inflation and sharply rising interest rates. Banks, home­
owners, builders, and others who sought to hedge and benefit from in­
flation are in the same position. It is perhaps more severe for agri­
culture since the sector is both interest-rate and export-sensitive and 
the world economy has not yet rebounded with the U.S. recovery. 

o In addition to the early 1980's reversal in inflation, a wide range of 
supply and demand factors here and abroad combined to generate the 
financial problems currently troubling the sector. The market reversals 
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the sector has suffered since 1981 are without precedent and were aggra­
vated by embargoes and rigid farm programs that Congress would not adjust 
when the economic environment changed. Agriculture's financial diffi­
culties also relate to what in retrospect were poor business decisions 
in the late 1970's that involved purchasing land and machinery at inflated 
prices using borrowed capital at high interest rates. Factors outside 
the sector, such as macroeconomic developments, have also played a major 
role. Farm lenders, for example, are responding to monetary conditions 
in the general economy and putting more emphasis on farmers' ability to 
repay loans on the basis of cash flow rather than on asset appreciation 
as was traditionally the case. This transition has worsened the sector's 
financial problems. 

o The Administration has taken steps to ease these financial problems. The 
1983 acreage reduction programs, reinforced by drought, brought commo-
dity supplies into closer balance with demand and raised lagging farm 
prices. While costly in the short term, the 1983 programs were critical 
in keeping agriculture viable and limiting government payments over the 
medium term of 2-4 years under what have become essentially farmer entitle­
ment programs. The Farmers Home Administration, which accounts for 11 
percent of the farm credit outstanding, has been able to stay with over 
97 percent of its farm borrowers in FY 1983. 

After 2 years of debate, a compromise bill on 1984 program provisions was 
recently passed by Congress reducing the high support levels that contri­
buted to past surpluses. Enough acreage should also be idled under the 
1984 acreage reduction programs to help minimize the rebuilding of trouble­
some surpluses later this year while at the same time reducing future 
federal budget exposure. Action has also been taken to expand export pro­
grams and to improve trade relations with key importing countries such as 
the Soviet Union. 

o Longer term improvements, however, depend on dealing with more basic pro­
blems such as rigid farm policy. At the President's request the Cabinet 
Council on Food and Agriculture has initiated a comprehensive review and 
assessment of food and agriculture policies and programs as part of the 
Administration's preparations for the 1985 Farm Bill. Public hearings 
are being held to increase awareness of the advantages and disadvantages 
of alternative farm programs and the full cost of inflexible programs 
that isolate farmers from the market. These efforts should lead to a 
consensus on the policies needed for a competitive agriculture's ability 
to adjust to changing market conditions without large-scale government 
intervention. 

However, many of agriculture's problems are outside the reach of farm 
policy. Monetary and fiscal policy and the interest rates they influence, 
for example, have become critical in determining farm production costs, 
domestic demand for farm products, and--via exchange rates--export demand 
as well. For every one percentage point change in the interest rate on 
farm debt outstanding, farm income changes by $2-3 billion; for every ten 
percent change in the value of the dollar internationally, agricultural 
exports change by at least five percent. With agriculture integrated 
more closely than ever into the domestic and international economy, 
farm financial conditions are increasingly determined outside the sector 
and independent of farm policy. 
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Introduction 

While much improved from a year ago, financial conditions in the farm sector 
remain under stress. This past summer's PIK program and drought reduced 
surpluses of most farm products. Commodity prices, with the exception of 
wheat, have strengthened (Figure 1). However, commodity futures for 1984 
crops and farm asset values continue under pressure from what the market sees 
as a persistent problem of excess productive capacity in agriculture. 

Lagging commodity prices in 1981 and 1982 and reduced marketings at higher 
prices t his past summer and fall have left many farmers facing cash flow and 
income problems. Many are also experiencing large-scale equity losses. They 
are now paying for overinvesting in expanding capacity during the high infla­
tion-low interest rate period of the 1970's with high interest payments and 
depreciating assets in the 1980's (Figure 2). 

As a result, rates of return in the sector have dropped off sharply from the 
1970's and were actually negative in 1982 and 1983 (Figure 3). While the 
sector can ultimately expect increased returns to its revalued assets, in the 
short term 10-15 percent of farm operators face financial pressure and 2-4 
percent may be forced out of business this year compared with about 1.5 percent 
last year. Although low relative to other sectors of the economy, agriculture 
is not accustomed to these levels. 

Financial pressures have eased somewhat since late 1982 and 1983 in many areas 
as large-scale government payments buoyed farm incomes above what they would 
otherwise have been (Figure 4). The most serious problems are now concentrated 
among new entrants into the sector--farmers with large debt burdens at high 
interest rates and hard-hit by the drought. Continued recovery in 1984, which 
now seems likely with reduced surpluses and more normal weather, will be critical 
in returning agriculture to a more viable economic position. 

Representatives of the American Bankers Association and the Independent Bankers 
Association of America, speaking for the agricultural banks which hold two-thirds 
of the farm loans in the banking system, have indicated in most instances they 
will continue to furnish credit to their farm customers this year. Typically, 
they report that they are requiring higher leveraged operators, most of whom 
expanded their operations rapidly during the late 1970's, to make modifications 
in their asset holdings. 

The losses of the cooperative Farm Credit System's production credit associa­
tions (short-term lenders) are reported to be over $200 million for the year. 
This represents close to 40 percent of the total amount this lending institution 
has lost in its entire history. While the financial stability of the Farm 
Credit System is still sound, weaknesses in individual production credit asso­
ciations have resulted in the liquidation of some units and consolidation of 
other neighboring units in the Midwest and Northwest and a few isolated locations 
in the Southeast. Examiners are applying strict standards and are closely 
scrutinizing the quality of loans being made. The result within this system 
is that producers, already under stress, are finding it more difficult to obtain 
as much credit as before or be offered any credit at all because of reduced 
credit-worthiness. 
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The Farmers Home Administration (FmHA) was able to stay with over 97 percent 
of its 271,000 farm borrowers in FY 1983. Special servicing actions to help 
far~ers were up by 40 percent in FY 1983 compared to FY 1982. Entering 
FY 1983, 65,022 borrowers were helped because FmHA worked out deferral, re­
scheduling and subordination agreements. The agency deferred principal and 
interest payments for 2,925 farmers and rescheduled or reamortized loans 
for 30,804 borrowers. 

Over the longer run, however, the economic position of the sector and these 
operators in particular depends on addressing the more basic problems-­
particularly the macroeconomic and farm policy issues. At the request of 
the President, the Cabinet Council on Food and Agriculture is undertaking a 
reexamination of farm policy, and the Department of Agriculture is conducting 
public hearings in anticipation of the 1985 Farm Bill debate. But even with 
more appropriate farm programs, however, forces outside agriculture such as 
macroeconomic policy and foreign developments will continue to be major deter­
minants of the economic state of agriculture. 

The Market Reversals of the 1980's 

A wide range of economic, political, and weather factors here and abroad com­
bined at the start of the 1980 1s to throw the farm sector into a deep economic 
downturn. Demand for U.S. farm products actually declined in contrast to 
the 3-4 percent per year growth of the 1970's. At the same time, the sector's 
capacity to produce reached an all-time high and farmers found themselves de­
pendent on high capacity utilization rates and strong commodity prices to meet 
income and debt service needs. 

The more flexible farm programs the Administration sought in its 1981 Farm Bill 
proposals were rejected by Congress. The rigid programs ultimately passed by 
the Congress aggravated the problems generated by stagnant demand by making 
it attractive for producers to continue operating at full capacity--even if it 
entailed lower-than-anticipated returns and producing for government programs 
at considerable taxpayer expense rather than producing for the open market. 

Demand Slows Down ... 

The most dramatic of the factors contributing to this situation was declining 
foreign demand for U.S. farm products. The world farm trade environment shifted 
dramatically from the 5-6 percent growth pace of the 1970's to virtual stagna­
tion during the early 1980's. Global recession reduced per capita incomes and 
slowed growth in demand for farm products. Efforts in many of the largest 
importing countries to increase self-sufficiency, including more protectionist 
trade policies, slowed growth in import demand even more sharply. International 
financial and debt problems left many countries unable to purchase even the 
more limited imports they would otherwise have purchased. 

The U.S.'s competitive position in this bearish world market also weakened 
sharply with the appreciation of the dollar, the aftermath of the Soviet embargo, 
strained political relationships with key importing countries, such as Iran, 
and increasingly aggressive marketing by the other exporting countries. As a 
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result, slowed growth in world trade translated into a sharp drop in U.S. farm 
exports (Figure 5). This outcome contrasts sharply with previous expectations 
that the major issue of the early 1980's would be expanding capacity fast 
enough to feed the world. 

Growth in domestic demand for farm products also weakened during the early 
1980's. At play were the same economic considerations, exacerbated by high 
real interest rates, that made stock holding more expensive and farm product 
users willing to draw down their commodity stocks to control costs. This 
combination of weak domestic and export demand slowed growth in overall demand 
for U.S. farm products from 3-4 percent during the 1970's to less than 1 percent 
in the early 1980's. 

Agriculture's Expanding Capacity to Produce ... 

The 1970's strong growth in demand and the high farm returns that accompanied 
it generated a sharp increase in investment in expanding the sector's capacity 
to produce, including a net addition of over 50 million cropland acres. The 
crop sector's capacity to produce expanded 3-4 percent over the late 1970's 
compared with 1-2 percent over the 1950's and 1960's (Figure 6). Farmers ex­
panded acreage, accelerated their adoption of new technologies, and increased 
input use. 

The low real interest rates, high inflationary expectations, and the rapid asset 
appreciation of the 1970's were critical in making the capital investment 
underlying these gains in capacity possible and the adjustments of the 1980's 
inevitable (Figure 7). Real interest rates were negative during much of the 
period and rapidly rising asset values and equity provided farmers with the 
incentive as well as the collateral base to expand. High commodity prices 
and large marketings worked to keep the interest expense associated with this 
capital expansion small relative to net cash income--on average less than 20 
percent over the 1970's compared to approximately 15 percent over the 1960's. 

Farm Programs Encourage Expansion ... 

The farm programs put in place over the last decade encouraged this expansion 
in capacity. Rising support levels during the late 1970's in particular reduced 
risk sharply and guaranteed producers a minimum return in many cases equal to 
or greater than the variable costs of production. Wheat loan rates, for example, 
increased from $1.37 per bushel in the mid-1970's to $3 in 1980--a 220 percent 
increase in five years. Target prices for wheat increased from $2.05 per bushel 
to $3.63 in 1980--a 177 percent increase. As a result, production for government 
programs, as distinguished from production for the open market, became a viable 
alternative. 

While originally designed to the contrary, the 1981 Farm Bill institutional-
ized this setting by legislating high and rising supports that would have had 
little impact on the market if demand had continued strong, but became a serious 
impediment to adjustment as market conditions shifted. Congress narrowly approved 
the legislation because they felt it did not escalate support prices rapidly 
enough for farmers. Since 1980 the wheat loan rate has increased to $3.30 per 
bushel--a 10 percent increase. Wheat target prices will rise to a projected 
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$4.38 per bushel level based on the Agricultural Programs and Adjustment Act 
recently passed by Congress--a 20 percent increase over five years. 

Despite the dramatic moderation in the rate of increase in price supports, 
they remained above market clearing levels in the early 1980's when the markets 
signaled lowered needs and ultimately reductions in capacity. Many farmers kept 
their capacity utilization levels high by producing for government programs 
established by Congress. This mix of sharply slower growth in demand, high 
production, and rigid farm programs resulted in large surpluses, record govern­
ment outlays, and serious financial pressure on the sector. 

Record government payments helped to support farm incomes at levels higher than 
market forces would otherwise have dictated to help soften the inevitable come­
down. But farm assets fared less well. With their income-earning capacity 
down and speculation reduced due to lower inflation rates, land values in par­
ticular fell off sharply after 3 decades of uninterrupted gains due in large 
part to rampant inflation. Moreover, with interest rates up sharply and incomes 
weaker, the cost of the capital investments made in the 1970's increased dramati­
cally. While a limited number of farmers are facing bankruptcy and foreclosure, 
most are facing equity losses. 

Perhaps the best indicator of the ultimate impact of this combination of 
weaker than expected commodity prices and marketing receipts and the higher­
than-expected costs, both for producing farm products and financing the 
investments in capacity made in the 1970's, was the change in interest pay­
ments relative to net cash income. Annual interest payments increased from an 
average of 20 percent of net cash income over the 1970's to over 50 percent 
during the early 1980's (Figure 8). 

Administration Initiatives 

In this setting, the Administration took a number of initiatives designed both 
to ease financial problems in the farm sector and to minimize the federal 
budget exposure. 

Commodity Programs 

The 1983 acreage reduction programs, reinforced by the drought, were temporary 
measures designed to reduce excessive stocks, minimizing short and medium term 
government expenditures in support of agriculture. Farm income was enhanced 
without shorting the market (Figure 9). It also defused Congressional pressure 
for more radical measures such as mandatory acreage controls. But while PIK 
worked well to deal with the surplus problem in 1982 and 1983, it alone could 
not solve more basic problems. Use of PIK-type programs over the longer run 
would quite likely work counter to both the sector's and the general economy's 
interests in encouraging a competitive agriculture capable of meeting domestic 
farm needs and supplying a large and growing share of the world market. 

The programs proposed for the 1984 crop year include a package of acreage pro­
grams, frozen target prices, and increased funding to expand our commercial 
and concessional sales abroad (Figure 10). This 1984 program, following the 
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sharp stock draw-downs made in 1983, should work to keep financial and economic 
conditions in the farm sector improving and government program expenditures 
moderating. 

Credit Programs 

More than two years ago USDA formed an ad hoc agricultural credit task force 
composed of members of the agricultural executive committees of the American 
Bankers Association, Independent Bankers Association of America, and the Gover­
nor of the Farm Credit System. This group has met regularly to monitor credit 
and credit-related conditions and to encourage additional cooperation between 
the various financial entities. 

The Farmers Home Administration has continued to expand the use of contracted 
services to utilize the loan servicing of commercial bank entities. On 
March 28, 1984, I announced the implementation of an Approved Lenders Program 
which was developed jointly with commercial bankers and the Farm Credit System 
to significantly encourage the use of guaranteed loan programs. Guarantees 
can play a significant role in strengthening the position of commercial and 
Farm Credit lenders and enhancing their ability to continue supplying credit 
to existing borrowers. 

The Administration has increased its budgeted short-term farm lending funds 
from $850 million in FY 1981 to a request for slightly more than $2 billion in 
the 1985 budget. This has enabled us to assist producers in working through 
their current stress situation. 

The Administration has moved to substantially strengthen and promote the Federal 
Crop Insurance program as the primary farm risk management tool for use by 
producers. It has also taken steps to eliminate improper and abusive use of 
emergency lending programs which tend to exacerbate the financial problems of 
some producers already in difficulty. 

Re-examining Farm Policy Alternatives for 1985 

The resolution of many of the factors that contributed to or exacerbated the 
farm decline of the early 1980's depends in part in the longer term on the 
farm policies and programs enacted in 1985. At issue is whether traditional 
farm policy programs and tools such as acreage reductions, loan rates, target 
prices, and reserves can meet the policy needs of a rapidly changing farm 
sector and a volatile international market while effectively promoting the 
broader interests of the general economy. 

The structure of agriculture has changed dramatically since the inception of 
many of the programs put in place in the 1930's. The business of farming has 
changed dramatically as farmers moved from purchasing less than half to over 
two-thirds of their inputs from outside the sector and the average farm expanded 
from a 150-acre family enterprise to a 450-acre operation. The sector is 
increasingly falling into two groups--one made up of up to 1-2 million small 
farmers, many with part or most of their incomes from off-farm sources, that 
produce less than 20 percent of the sector's output, and 400,000 medium and 
large operators without other sources of income that produce 60-80 percent of 
the sector's product. 
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Both of these shifts raise serious questions about the appropriateness of 
commodity programs designed to effectively manage supply though a combina­
tion of price supports, acreage adjustments, and payment limitations. Per 
capita incomes of farm people have also grown fast enough to almost equal 
nonfarm incomes and in the process eased one of the critical problems cited 
to justify traditional farm programs. 

Administration Initiatives ... 

The Administration has undertaken a number of initiatives in anticipation of 
the 1985 Farm Bill debate. Cabinet Council discussions and USDA public hearings 
on farm policy are being held in an effort to develop a consensus regarding 
the better farm policies that both agriculture and the general economy need to 
strengthen the sector's capacity and incentive to adjust to changes in market 
conditions without large-scale government intervention. 

However, even with farm policy reforms in 1985, forces outside the sector-­
such as macroeconomic developments--will continue to be a major determinant 
of the economic state of agriculture. 

High interest rates have had a particularly pronounced impact on agriculture by 
increasing the cost of operations and investment capital fast enough to make 
interest payments the sector's largest single expense item. A 1 percent change 
in interest rates on all farm debt outstanding currently translates into a 
$2-3 billion change in the sector's net income. 

Domestic demand for farm products has been reduced by high interest rates, 
both through their dampening impact on economic activity and demand for direct 
use and stock holding. In many cases, processors of farm products both here 
and abroad took advantage of the buyer's market in the early 1980's to pass 
the rising cost of holding stocks back down the processing line to farmers and 
the federal government where the price-depressing impact of stocks tends to be 
greatest. While the impact is difficult to quantify with any precision, farmer 
incomes clearly suffered from the lower commodity prices resulting from this 
shift. 

High interest rates also forced up the value of the dollar and weakened the 
sector's competitive position in the world market. USDA analysis suggests that 
up to $6 billion in foreign sales and possibly $2-3 billion in farm incomes were 
lost over the last 2 years as a result of the stronger dollar. While the other 
sectors of the economy were also affected by high interest rates, agriculture's 
growing dependence on capital borrowed on the open market, the particularly 
bearish impact of changes in stock holding, and the sector's critical dependence 
on exports to dispose of up to a third of its product, made the impact of higher 
interest rates particularly severe. 

Progress in achieving desired economic growth, keeping inflation low, and re­
ducing Federal budget deficits could very well have a greater impact on the 
well-being of farmers over the next several years than farm programs. It is 
important that we not lose sight of these linkages as agricultural policy is 
developed in the coming year. 



FIGURE I 

AVERAGE U.S. MARKET PRICES AND INCOME 

Cash Markets 
March 

Item Unit 1983 1984 

Com $/bu. 2.82 3.37 
Wheat $/bu. 4.18 3.85 
Soybeans $/bu. 5.81 1.11 
Cotton Ct/lb. 66.1 74.9 
Broilers Ct/lb. 44.3 62.0. 
Hogs $/cwt. 50.94 47.00 
Cattle $/cwt. 64.03 68.48 
Eggs Ct/doz. 69.1 91 .0 

*November-December futures as of April 5. n.a. = not available. 
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FIGURE 2. 

REAL FARM EQUITY 
1970 - 1984 
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November• 
December 

1984* 

3.02 
3.80 
7.31 
75.1 
n.a. 

56:92 
64.17 

n.a. 

19841 

31-36 

38-41 



I-z 
"' u 
a: 

"' IL 

" a: 

~ 
0 
0 

z 
0 

3 
ii 

FIGURE 3. 

FARM SECTOR RATES OF RETURN 
1970 - 1984 
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FIGURE 4. 

NET FARM INCOME AND GOV'T PAYMENTS 
1970 - 1984 
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FIGURE 5 

Slowed Growth in World Trade Translates 
into a Drop in U.S. Farm Exports 

World Farm Trade U.S .. Farm Exports 
-----Million Tons------

382 137 

404 147 · 

424 163 

435 162 
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Estimated 437 144 

Projected 437 140 

FIGURE 6 

GROWTH IN CAPACITY TO PRODUCE CROPS 
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FIGURE 7 

DEFLATED GROSS CAPITAL EXPENDITURES 
1970 - 1984 
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FIGURE 8 

INTEREST PAY'TS/NET CASH INCOME RATIOS 
1970 - 1984 
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FIGURE 9 

PIK, reinforced by the drought, was a temporary remedy 

o Reduced excessive stocks 

o Enhanced farm income 

o Minimized direct outlays in support of agriculture 

o Eased storage problems 

o Increased acreage devoted to conserving uses 

o Assured adequate market supplies 

FIGURE 10 
Administration Initiatives 

COMMODITY PK OGRAM INITIATIVES: 

EXPORT EXPANSION: 

CtUl>IT INITIATIVES: 

BUDGt::T SA VI NGS: 

1984 Cash Paid Diversion Program for Wheat, Plus PIK 

Reduced Wheat Loan Rates to Increase Exports 

1984 Freeze Target Prices of All Commodities With Cash 
Diversion if Stocks are Excessive 

Advance Diversion Payments 

Increased Export Credit. and Food Aid Funding 

Increased High-Value Export ·Promotion Funding 

Improved Trade Relations with USSR 

Increased Drought Assistance and Economic Emergency 
Loans 

Doubled FmHA Operating Loan and Loan Guarantee Levels 

Over S3 billion 



THE WHITE HOUSE 

WASHINGTON 

April 16, 1984 

DROP BY WITH NEWSPAPER FARM EDITORS 

LOCATION: 
TIME: 
FROM: 

Cabinet Room 
4:15 P.M., April 17, 1984 
MICHAEL A. MCMANUS fh_Q)T01Jt , 

I: PURPOSE 

To welcome the Newspaper Farm Editors of America to 
Washington for their annual meeting. 

II: BACKGROUND 

The Newspaper Farm Editors of America are specialists in 
agricultural coverage. The organization has a heavy 
midwestern membership but also includes representatives from 
the wires and major Eastern papers. The group is in town for 
its annual meeting. They have met with every President since 
Eisenhower. 

The group will have just been briefed by Secretary Block, 
Martin Feldstein and other members of the Administration. 
The group's prime interests are: 
- the Agricultural Programs Adjustment Act which you signed 

April 10, 1984 
- relations with the European Community on agricultural 

issues 
- the recent agreement signed by Japan to increase imports 

of meat and citrus 

The group is also interested in 1985 farm legislation. The 
Department of Agriculture has begun a series of listening 
sessions around the country to gain the insights of farmers 
and others. 

III: PARTICIPANTS 

The President 
Secretary Block 
Farm Editors (List attached) 
Merrie Spaeth 

IV: PRESS PLAN 

V: 

White House Photographer 

SEQUENCE OF EVENTS 
You will enter the Cabinet room and greet the Farm Editors. 
Suggested brief remarks are attached. There will be a photo 
opportunity with each editor. 



FARM EDITORS ATTENDING BRIEFING 

George Devault 
NEW FARM 

Lee Beigquist 
MILWAUKEE SENTINEL 

Keith Herndon 
ATLANTA JOURNAL 

June SeKoll 
COUNTRY FOLKS 

Wayne Falda 
SOUTH BEND TRIBUNE 

Ken Smith 
AGRI-VIEW 

Charles Gargo 
STATE JOURNAL REGISTER 

Gene Meyer 
KANSAS CITY STAR 

Robert Denmen 
KIPLINGER 

Carlienne Frisch 
THE LAND 

Michael Flaherty 
O'HOLIDAY NEWS SERVICE 

Audrey Mackiewicz 
SANDUSKY REGISTER 

Mark Doinidis 

Robert Jborklund 
WISCONSIN STATE JOURNAL 

Lee Legerstron 
ST. PAUL PIONEER DISPATCH 

Mildred Bunting 
LANCASTER LIVESTOCK 

Paul Klanda 
MINNEAPOLIS STAR & TRIBUNE 

Ernest Wilkinson 
INDIANAPOLIS STAR 

Al Swegel 
CEDAR RAPIDS GAZETTE 

Donald Muhm 
DES MOINES REGISTER 

Sandy Miller Hayes 
ARKANSAS DEMOCRAT 

Jim Drinkard 
COLUMBUS DISPATCH 

Mike Carr 
DECATUR HERALD & REVIEW 

Arnold Joffman 
THE COUNTRY TODAY 

Sonja Hillgren 
UPI 

Kathleen Davis 
AVALANCHE JOURNAL 

Galen Moses 
GAINESVILLE SUN 

Richard Orr 
CHICAGO TRIBUNE 

H. Carlisle Besuder III 
LEXINGTON HERALD LEADER 

William S. Kilby 
JACKSONVILLE JOURNAL COURIER 

Edward Curran 
USDA 

Dennis Mccann 
MILWAUKEE JOURNAL 

Ann Toner 
KANSAS CITY STAR 



SUGGESTED TALKING POINTS FOR DROP BY WITH FARM EDITORS 

APRIL 17, 1984 

Good afternoon. I'm pleased to welcome you to the White 

House and to Washington for your annual meeting. 

I only wish all of you could have been here for the signing 

of the Agricultural Programs Act of 1984 just last week. 

It was a proud moment for me. And I'm talking about 

bipartisan pride because it took the efforts of all parties. 

We had some head-to-head negotiations, but in the end we 

produced results. 

Anytime I can sign legislation that will save $3.2 billion 

and still help improve conditions in the farm sector, I say 

hand me the pen. 

I know you, as newspaper farm editors, followed this 

particular legislation closely. I want to take this 

opportunity to thank you for the straightforward coverage 

you give to agriculture thoughout this country. 

I don't have to tell this group that we are in the midst of 

a critical period for agriculture. And communication of 

information is of great importance. 

Agriculture is a rapidly changing and complex industry. 

Lessons from the past must be learned and incorporated into 

future farm legislation. In this regard, earlier this year 

I charged the Cabinet Council on Food and Agriculture with a 

comprehensive review and analysis of all U.S. food and 

agriculture programs. This will give us some better 

insights on how we can improve these programs and resolve 

some of our farm problems. 

That's all I have to say. I'd like to thank you each 

individually for your efforts. We do appreciate them. 
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THE WHITE HOUSE 

WAS HIN GTON 

April 16, 1984 

PHOTO WITH DR. DANIEL GILBERT AND SONS 

DATE: 
TIME: 
FROM: 

I. PURPOSE 

Tuesday, April 17, 1984 
4:30 p.m. 
David Fischer 

To greet and have photo made with Dr. Daniel Gilbert, President of 
Eureka College, Eureka, Illinois, and his sons, Greg and Chris. 

II. BACKGROUND 

Dr. Gilbert and his sons are in Washington on a pleasure trip during 
their spring break. Both sons are in high school. 

III. PARTICIPANTS 

The President 
Dr. Gilbert 
Greg Gilbert 
Chris Gilbert 

IV. PRESS PLAN 

White House Photographer 

V. SEQUENCE OF EVENTS 

4: 30 p.m. 

4: 35 p.m. 

Participants enter the Oval Office. 

Participants depart the Oval Office. 
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THE WHITE HOUSE 

WASHINGTON April 16, 1984 

SIGNING CEREMONY FOR PROCLAMATION DESIGNATING 
A DAY TO HONOR MILITARY SPOUSES 

DATE: April 17, 1984 
LOCATION: Oval Office 

TIME: 4:30 p . m. (During Adminis­
trative Time) 

FROM: ROBERT C. MCFARLAN¥ 7 

: s s 
1743 

\: I 8: 20 

I. PURPOSE 

To sign a proclamation designating May 23, 1984, as Military 
Spouse Day, 1984. 

II. BACKGROUND 

Throughout American history, the morale, quality-of-life, 
and, ultimately, the effectiveness of our military forces has 
been strengthened by the unselfish contributions made by the 
spouses of servicemen and servicewomen. The increasingly 
important role that military spouses play in the armed 
services' lives today -- as community volunteers, parents, 
and homemakers -- in addition to the personal sacrifice they 
also make for national security, makes it appropriate to 
designate a day to honor this role. 

III. PARTICIPANTS 

A list of participants is at Tab A. 

IV. PRESS PLAN 

v. 

Photo opportunity . 

SEQUENCE OF EVENTS 

Secretary Weinberger and a small delegation of spouses of 
senior military officials will enter the Oval Office at 
4:30 p.m. Secretary Weinberger will introduce the spouses 
and give a brief introduction regarding the proclamation to 
be signed . You can then endorse Cap's views and sign the 
proclamation . Suggested talking points are at Tab B. The 
event should take approximately five minutes. 

Prepared by: 
Robert W. Helm 

Attachments cc: Vice President 

Tab A List of Participants 
Tab B Talking Points 



ATTENDEES TO MILITARY SPOUSE DAY PROCLAMATION SIGNING 
CEREMONY AT THE WHITE HOUSE, APRIL 17, 1984, 4:30 P.M. 

The Honorable Caspar W. Weinberger 
Secretary of Defense 

Mrs. Caspar W. Weinberger (Jane) 

Mrs. John W. Vessey, Jr. (Avis) 

Mrs. Donald R. Keith (Erika) 

Mrs. Glen E. Morrell (Karen) 

Mrs. James D. Watkins (Sheila) 

Mrs. Billy C. Sanders (Mozell) 

Mrs. Paul X. Kelley (Barbara) 

Mrs. Robert Cleary (June) 

Mrs. Lawrence A. Skantze (Patricia) 

Mrs. Bernard E. Carbon (Barbara) 

Mrs. James s. Gracey (Dorcas) 

Mrs. Carl Constantine (Janet) 

(Wife of the Secretary of 
Defense) 

(Wife of the Chairman, 
Joint Chiefs of Staff) 

(Wife of the Commanding 
General, DARCOM) 

(Wife of the Sergeant 
Major of the Army) 

(Wife of the Chief of 
Naval Operations) 

(Wife of the Master Chief 
Petty Officer of the Navy) 

(Wife of the Marine Corps 
Commandant) 

(Wife of the Sergeant 
Major of the Air Force) 

(Wife of the Vice Chief of 
the Air Force) 

(Wife of the Senior 
Enlisted Advisor for the 
Air National Guard in 
Washington) 

(Wife of the Coast Guard 
Commandant) 

(Wife of the Master Chief 
Petty Officer of the Coast 
Guard) 



TALKING POINTS 

Like Cap, I have always recognized the important role that 

military spouses play as elements of our national security. 

The sacrifices that the spouses of our servicemen and 

servicewomen make to support our national defense is as real 

as anyone else's. This behind-the-scene contribution should 

not be overlooked . 

You, and those spouses you represent today, play important 

roles , not only as parents and homemakers, but in terms of 

the special roles and responsibilities you have as 

representatives of America overseas . 

So, I am delighted today to sign this proclamation 

designating May 23, 1984 as Military Spouse Day. 



THE WHITE HOUSE 

WASHINGT O N 

PHOTO OPPORTUNITY FOR FAMILY WEEKLY MAGAZINE 

DATE: 
PLACE: 
TIME: 

FROM: 

I. PURPOSE 

Tuesday, April 17 
Oval Office 
4:30 (5 minutes) 

MICHAEL A. McMANU~ 

To provide an opportunity for the Family Weekly photographer 
to shoot a picture to be used on the cover of the 
magazine when the interview you recently had with them is 
run. 

II. BACKGROUND 

The pictures shot during your interview with Tom Plate last 
month were not suitable cover material. In today's session 
the photographer hopes to get a more informal shot. 

III. PARTICIPANTS 

The President 
Jean-Louis Atlam (photographer) 
Michael A. McManus 
Michael Baroody 

IV. PRESS PLAN 

none 

V. SEQUENCE OF EVENTS 

Photographer enters the room and shooting session begins. 
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I. 

II. 

III. 

IV. 

V. 

THE WHITE HOUSE 

WASH I N G TON 

MEETING WITH MR. AND MRS. ART LINKLETTER, 
AND MARTHA ROUNTREE, PRESIDENT, LEADERSHIP 
FOUNDATION 
DATE: 
LOCATION: 
TIME: 

FROM: 

April 17, 1984 
Oval Office 
4:30 p.m. .~ 

FAITH WHITTLES~~ 

PURPOSE: 

Photo opportunity for Mr. and Mrs. Art Linkletter and 
Mrs. Martha Rountree, President of Leadership Foundation. 

BACKGROUND: 

The Leadership Foundation is an activist citizens 
group which has done much in support of several issues 
of interest to this administration. Art Linkletter has 
been particularly active in the fight against drugs for 
our young people, as has Leadership Foundation. They 
were strongly involved in the coalition which worked 
so hard on the School Prayer Amendment. 

Mrs. Rountree was a guest at the Rose Garden when the 
President announced the Amendment in 1982. Although it 
is not discussed publicly, and is very sensitive to 
Mr s. Rountree, she is losing her sight and has been 
wanting to have a picture with the President e ver since 
Inauguration. 

PARTICIPANTS: 

Mr. and Mrs. Art Linkletter 
Mrs. Martha Rountree, President, Leadership Foundation 

PRESS PLAN: 

White house photographer. 

SEQUENCE OF EVENTS: 

4:30 
4:31 

4:32 

4:33 
4:35 

The President enters Oval Office. 
He is introduced to Mr. and Mrs. Linkletter and 
Mrs. Rountree. 
The President expresses his appreciation for all 
of their efforts to fight drug abuse for young 
Americans, and particularly thanks Mrs. Rountree 
for her action and support for the voluntary 
school prayer amendment. 
The President poses for pictures with the guests. 
The guests exit. 
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THE WHITE HOUSE 

W AS H I N G T ON 

April 16, 1984 

RECEPTION FOR REAGAN-BUSH '84 FINANCE COMMITTEE 

DATE: 
LOCATION: 
TIME: 

FROM: 

I. PURPOSE 

Tuesday, April 17, 1984 
State Floor 
5:30 p.m. 

Margaret Tutwiler ~!)'( 

To show support and appreciation for the fundraising 
efforts made by the Reagan-Bush '84 Fina.nee Committee. 

II. BACKGROUND 

The Reagan-Bush '84 National Headquarters officially 
opened its doors on October 17, 1983. Since that time, 
members of the campaign's Finance Committee have been 
working in each state to raise funds for the 
President's re-election. 

This reception is being held to thank the 
Reagan-Bush '84 Finance Committee members and to 
encourage them to continue their involvement with the 
campaign after their specific fundraising goals have 
been met. 

III. PARTICIPANTS 

Drew Lewis, Director of National Strategy Committee 
Edward J. Rollins, National Campaign Director 
Joe M. Rodgers, National Finance Chairman 
Approximately 150 Finance Committee members and their 
spouses. 

IV. PRESS PLAN 

White House Photographers and Photographers from 
Reagan-Bush '84. 



V. SEQUENCE OF EVENTS 

As outlined by the White House Social Office. 

VI. TALKING POINTS 

Suggested talking points submitted by the campaign are 
attached. 



SUGGESTED TALKING POINTS 

• You folks are great! Thank you so much for 

all the hard work and effort you have put into 

this campaign. You deserve hearty 

congratulations. 

• And let me extend a special thanks to Drew Lewis, 

Ed Rollins and Joe Rodgers for all they are doing 

on my behalf at the campaign. 

• I know Joe Rodgers will be asking you to 

participate in some future efforts to help 

identify and register voters and then to 

get them out to vote. These programs are 

very important and I certainly hope you will 

stay actively involved with Joe's efforts. 
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REVISION 

SEQUENCE OF EVENTS: RECEPTION 

TIME: 

LOCATION: 

DRESS: 

Reagan-Bush '84 Finance Committee 
Tuesday, April 17, 1984 

4:45 p.m. 

State Dining Room/East Room/Blue Room 

Business Suit 

NUMBER OF GUESTS: 230 

tfr,r-1: 
FROM: 

5:30 p.m. 

4:45 p .m. 

5:20 p.m. 

5:25 p.m. 

Gahl L. Hodges 

Guests begin to arrive the Diplomatic 
Reception Room via the Southeast Gate and 
proceed to the State Floor. 

Refreshments are served in the State 
Dining Room and in the East Room. 

All guests are assembled in the East 
Room. 

The following dais participants proceed 
to the Green Room: 

Ed Rollins, National Campaign Director 

Joe Rodgers, National Finance Chairman 

Drew Lewis, Director 
National Strategy Committee 

Green Room guests proceed to the platform 
in the East Room via the Cross Hall 
doors. 

THE PRESIDENT arrives the State Floor via elevator 
and proceeds to the East Room via the Cross Hall. 

Announcement. 
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TUESDAY, APRIL 17, 1984 

5:35 p.m. 

6:10 p.m. 

THE PRESIDENT proceeds to the platform in the East 
Room to join Mr. Rollins, Mr. Rodgers, and Mr. Lewis. 

Remarks by THE PRESIDENT. 

At the conclusion of his remarks, THE PRESIDENT 
invites the guests to join him in the Blue Room for a 
receiving line. 

THE PRESIDENT departs the East Room via the Cross 
Hall doors enroute the Blue Room. 

THE PRESIDENT takes his place in front of the 
fireplace for the receiving line. 

The receiving line will feed from the 
East Room, into the Cross Hall, through 
the Blue Room, past THE PRESIDENT, 
through the south door of the Red Room, 
and into the State Dining Room. 

At the conclusion of the receiving line, THE 
PRESIDENT departs the Blue Room via the Cross Hall 
doors enroute the elevator. 

6:15 p.m. All guests may depart. 






