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Jinhu Shen : Is the Fixed Payment a Green Box Policy ?
—A Theoretic Analysis of U.S. Farm Program’ s Trade-Distortion Effects—

Since 1995, as a biggest export country of agricultural products, the United States
did not reduce their domestic farm support actually, they just transformed the
deficiency payments into a fixed payment which was called production flexibility
contract payments (PFC), then got a good reputation on the AMS reduction in the
world.

To correct this contradiction and draw a public attention on the trade-distortion
effects of the U.S. farm programs, following research was made in this paper:

First, we reviewed the tracks of U.S. farm support programs since 1980 and the
key provisions of the 2002 Farm Bill. Secondly, we analyzed the fixed payment’s
effects on the farm production decision and the market equilibrium. From these
theoretic analysis, it was found that the fixed payment could make the market price
below the marginal farm‘s shutdown point permanently, which is a long run
equilibrium price in a competition market, when demand curve shift to left. This
theoretic conclusion can also be proved by comparing main crops’ market price with
production cost in U.S. Finally, we analyzed the trade-distortion effects of the market
price’s drop in the export country caused by fixed payment or other domestic
agricultural suppotts. In our opinion, the trade-distortion effects of the fixed payment
are similar to the export subsidy, therefore should be imposed same level of restrict
and reduction obligations.
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A TBRFEME 126.2 | 108.5 | 118.5 | 177.8 | 128.2 98.5 91.1 90. 4

B &ERBRB 163.9 | 168.5 | 181.5 | 223.6 | 188.8 | 143.7 | 155.1 | 166.6
AERA 68. 4 63.8 68. 2 85.2 72.3 49.3 50. 7 55.3

EE#® A 37.1 34.7 37.6 51.8 44.2 38.8 43.9 47.9

BRF BTG 7.4 9.2 10.5 11.3 10.3 13.2 14.6 15. 4

2 B 34.5 43.0 48.0 56. 2 44.1 33.3 36. 0 37.6
P BEaHE 16.5 17.9 17.2 19.1 17.9 9.1 9.9 10. 4
C. iR A -37.7 | -60.0 | -63.1 | -45.8 | -60.5 | -45.2 | -64.0 | -76.3
(c/A) % 230 356 -34.7| 2051 321 -31.5 -41.3| 458
(%) ha M7-0EUT kg | 2197.7 | 1993.5 | 2159.5 | 2041. 8 | 2414.4 | 2784.3 | 2598.0 | 2530. 7
ha H7=0 RIS 75.9 85.7 | 103.7| 114.7| 106.4 92. 7 93.6 95. 2
R EARS /b — 80.0 87.2 94. 8 94.8 94.8 94. 8 94. 8
A AIBRRTE (4 102.1 78.7 90.51 111.0 99. 2 75.2 66.5 69.7
B.4EERB 120.6 | 100.5 | 105.4 | 105.1| 108.0| 103.2| 104.6 | 106.2
QEX-§i| 61.6 | 48.7 50.5 47.1 47. 4 44.3 44.6 45.8

& B 21.1 | 17.0 | 16.5| 19.5| 20.0| 19.6| 20.4| 20.5
2 gt g 4.0 7.6 8.0 8.8 9.1 8.9 9.2 9.2
3 b av 22.4 | 18.2 20. 6 24.5 25.7 25.0 25.3 25.5
% BiEaE 1.6 | 9.0 9.9 5.3 5.8 5.4 5.2 5.2
- | C.#HA -18.5 | -21.7 | -14.9 5.9 -8.8| -28.0 -38.1| -36.6
E (C/A) % -15.3| =216 | -141 56 -8 1| -27.1| -36.4| -34.4
(BE)ha B7-VET kg | 6434.2 | 6942.9 | 7561.5 | 8157.0 | 8160.1 | 8536.7 | 8474.0 | 8662.3
ha H7-0HHKS 143.9 | 126.4 | 155.5 | 199.6 | 209.6 | 213.4| 214.4 | 220.8

BB /b — 68.7 69.6 74. 4 74. 4 74. 4 74. 4 74. 4

A. TGRSR 231.3 | 209.8 | 209.0 | 253.9 | 240.3 | 190.7 | 163.5 | 163.5
B.4ERA 258.1 | 227.5 | 230.7 | 247.0 | 210.1 | 211.6 | 228.8 | 227.5
AL A . 96.0 78.6 85.3 88. 3 68.8 68. 7 71.2 70.0

EE# A 52.1 50. 8 42.6 42.2 43.2 44.0 48.2 48.9
BRFBHIE 12.4 14.6 19.6 20.7 15.1 15.5 17.0 17.5

S oK 71.4 55.2 54.2 65.0 65.6 66. 4 73.3 71.8
5 BEam 26.2 28.3 29.0 30.9 17.5 16.9 19.2 19.3
C. filRA -26.8 | -17.7 | -21.7 6.9 30.2 | -20.8 | -65.2 | -64.0
(C/A) % -10. 4 -7.81 -9.4 2.8 14 4 -9.9 | -28.5| -281
(BE)ha W7-DEIR kg | 1953.5 | 2130.4 | 2379.9 | 2495.0 | 2891.8 | 2891.8 | 2690.0 | 2757. 3
ha Y7-0HES 51.1 60. 3 68.9 77.0 50.5 49.0 51.6 53.3
MBS/ b — | 171.5| 183.0| 180.8| 180.8 1 180.8 | 180.8| 180.8

A TGRSR 196.1 | 127.8 | 154.3 | 215.0 | 222.7 | 206.1 | 140.2 | 123.5
B.AERRE 233.9 | 200.7 | 230.9 | 253.4 | 267.8 | 276.0 | 261.7 | 262.0
QI aE-did 141.1 | 128.4 | 135.0 | 142.1 | 146.0 | 145.5 | 140.8 | 144.0
Rilgadid 35.0 29.6 34.5 34.4 36.5 37.1 35. 8 34.3
BRHHHE 7.0 9.6 9.9 9.8 10.7 11.6 11.5 11.0

% oK 34.2 19.6 32.8 45. 4 50.7 54.6 54.0 51.2
HEAHE 16.6 13.5 18.8 21.7 23.9 27.3 19.5 21. 4

C. Bl A -37.8 ] -72.9 | -76.5 | -38.5 | -45.2 | -69.9 |-121.4 |-138.6
(C/A) % -16.2| -363| -33.2| -162| -169 | =253 -46.4| -52.9
(BE)ha Y7-0EUT kg | 5343.5 | 6140.9 | 6394.9 | 6813.9 | 6562.8 | 6302.8 | 6588.6 | 6991.0
ha M7=V HfeS 88.7 83.0| 119.9| 148.0| 156.8 | 171.9| 128.7 | 149.9

BB RS/ — | 148.5| 143.3 | 143.3 | 143.3 | 143.3| 143.3| 143.3

& ¥ : ERS/USDA Dataset http//www.ers.usda, gov/data/costandreturns/ & ¥ , FE M ERK .
i HEEBICIES R RS BEAR AR KR BENS. ERFHR EER. TLEERAC
HEEEEEAR L TOMBEEEEIXHEZEL, B, FAIEIHITE, BERBICHEE S L,
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