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Summary

Lower U.S. Wheat Output Expected in 1991

U.S. wheat prospects for 1991 point to
decidely lower production than the
near-record 1990 crop. Area will be
reduced, and there is no assurance that
the 1990 record yield will be replicated.
However, 1991/92 U.S. wheat supplies
will be bolstered by the much larger
carryin stocks.

A higher ARP level and prospects for
stronger prices for alternative crops will
assure sharply reduced wheat seedings
for the 1991 wheat crop. Assuming the
minimum ARP level of 15 percent for
1991, a participation rate similar to this
year likely would lead to four to five
times more wheat area idled under the
ARP in 1991 than the approximately 2
million acres in 1990.

Lower prices for wheat relative to alter-
native crops will also contribute to the
expected drop in U.S. wheat area, and
not just by those producers who do not
choose to participate in the 1991 pro-
gram. The various provisions of the
new legislation will mean that even par-
ticipating producers will plant a portion
of their permitted acres to other crops.
For 1991, the major impact of these
provisions on participants is expected to
be on spring wheat plantings.

Large 1990/91 crops and sharply lower
export prices are likely to discourage
some foreign producers from planting
wheat in 1991/92. However, several
major producing countries, including
the EC, the USSR, and China are not
very responsive to world price move-
ments. While producers in Canada, Ar-
gentina, and Australia are normally
more responsive, much depends on rel-
ative prices of other commodities.

World 1990/91 wheat production is
forecast up 11 percent from 1989/90.
Even with consumption up 6 percent,
world ending stocks are expected to
jump 23 percent. The world stocks-to-
use ratio is forecast up, but is expected
to remain well below mid-1980s highs.
U.S. exports in 1990/91 are forecast
down 13 percent to 29 million tons be-
cause of strong competition and stag-
nant trade.

The 1990 legislation generally contin-
ues the market-oriented approach to
farm policy of the 1985 Food Security
Act. While loan rates will be higher
than if 1985 provisions were continued,
producers will have additional planting
flexibility. Under the conservation title,
wetland preservation and long-term
land retirement are emphasized. The
trade title includes revised provisions
for a number of export programs.

THE WHEAT SITUATION AT A GLANCE

Year beginning 1986 1987 1988 1989 1990
June 1 Estimated Projected
Million bushels
Beginning stocks 1,905 1,821 1,261 702 536
Production 2,091 2,108 1,812 2,037 2,744
Imports 21 16 23 23 23
Supply, total 4,017 3,945 3,096 2,762 3,303
Domestic
Food 712 721 715 731 745
Seed 84 85 103 101 88
Feed and residual 401 280 157 160 450
Domestic, total 1,197 1,086 975 992 1,283
Exgqrts 999 1,598 1,419 1,233 1,075
isappear., total 2,196 ,684 2,394 2,225 2,358
Ending stocks 1,821 1,261 702 536 945
Wheat by classes: supply and disappearance 1/
Year beginning Hard Hard Soft White Durum Total
June 1 .red red _red
winter spring Winter
1989/90 (Estimated) Million bushels
Beginning stocks 302 219 81 60 702
Production 712 433 548 251 92 2,037
Supply, total 2/ 1,014 660 587 335 165 2,762
Domestic disappear. 439 225 211 57 60 992
Exports 360 280 345 193 55 1,233
isappear., total 799 505 556 250 115 2,225
Ending stocks 215 155 32 85 50 536
1990/91 (Projected)
Beginning stocks 215 155 32 85 50 536
Production 1,211 556 543 312 122 2,744
Supply, total 2/ 1,426 715 574 405 183 3,303
Domestic disappear. 625 264 250 76 1,283
Exports 380 180 285 180 ,075
isappear., total 1,005 444 535 256 118 2,358
Ending stocks . 421 27 39 149 5 945

1/ Includes flour and products in wheat equivalent.

includes imports.

2/ Total supply



1990 Farm Legislation

1990 Farm Legislation Sets Framework for 1991-95

Two recent pieces of legislation—the Food, Agriculture, Conservation and
Trade Act of 1990 (the 1990 farm bill) and the Agricultural Reconciliation Act of
1990—provide the basic framework that authorizes commodity programs for

crop years 1991 through 1995.

The 1990 legislation generally contin-
ues the market-oriented approach to
farm policy of the 1985 Food Security
Act. While loan rates will be higher
than if 1985 provisions were continued,
producers will have additional planting
flexibility. Under the conservation title,
wetland preservation and long-term
land retirement are emphasized. The
trade title includes revised provisions
for a number of export programs.

The following discussion highlights se-
lected provisions of this legislation that
affect wheat. It does not cover specific
provisions of the 1991 wheat program
because those provisions have yet to be
.announced by the Secretary of Agricul-
ture.

Commodity Title Provisions

Loan Rates

Under 1990 farm legislation, loan rates
will be higher than if the formulas of the
1985 Food Security Act were contin-
ued. The basic loan rate will be set at
85 percent of the average of market
prices for the five preceding years, ex-
cluding the high and low years. The
basic loan cannot drop more than 5 per-
cent from the previous year.

The Secretary may reduce the basic loan
rate in two ways. The first reduction is
based on the projected ending stocks-to-
use (S/U) ratio for the marketing year.
The maximum allowed reduction is 10,
5, or 0 percent depending on whether

the S/U is greater than or equal to 30
percent, between 15 and 30 percent, or
less than 15 percent. If the S/U adjust-
ment authority is used, a report must be
submitted to Congress justifying the ac-
tion.

The second reduction allows the Secre-
tary to reduce the loan rate by an addi-
tional 10 percent to maintain a compet-
itive market position for wheat.
Because of a minimum loan rate provi-
sion, this additional reduction is from a
loan rate of $2.44 unless: 1) the S/U
adjusted rate is higher than $2.44, or 2)

- 80 percent of the 5-year average price

(dropping the high and low) is less than
$2.44. If either of these conditions hold,
then the S/U adjusted rate—rather than
$2.44—is used as the basis for the addi-
tional reduction.

The Secretary may implement wheat
marketing loans and offer loan defi-
ciency payments to producers.

Target Prices and Deficiency
Payment Rates

Target prices for 1991-95 are to con-
tinue at the 1990 level—not less than
$4.00 per bushel. For crop years 1991
through 1993, the deficiency payment
rate will be calculated as currently: the
difference between the target price and
the price received by producers during
the first 5 months (June through October
for wheat producers) of the marketing
year (unless the basic loan rate is higher
than the 5-month price).

For crop years 1994 and 1995, the defi-
ciency payment rate will be calculated
as the difference between the target
price and the price received by produc-
ers during the 12 months (June through
May) of the marketing year. If the 12-
month price is more than 10 cents above
the 5-month price, then the 5-month
price plus 10 cents will be used to cal-
culate the deficiency payment rate.

USDA must continue to make advance
payments at program signup of between
40 to 50 percent of the projected defi-
ciency payment rate. For 1994 and
1995, USDA will re-estimate the pro-
jected deficiency payment in December
and pay to producers 75 percent of the
new projected rate, less the original ad-
vance. '

Acreage Reduction Programs

For 1991, the Acreage Reduction Pro-
gram (ARP) for wheat cannot be less
than 15 percent. For crop years 1992-
95, the range of ARP percentages will
be determined by the ending S/U ratio
for the previous crop year. If the S/U is.
greater than 40 percent, the Secretary
must announce a program with an ARP
percentage between 10 and 20 percent.
If the S/U is less than or equal to 40
percent, the Secretary may announce a
program with an ARP percentage of 0
to 15 percent.



Planting Flexibllity and Payment
Acres

Producers have more plantirig flexibil-
ity under the new acts but deficiency
payments will be paid on fewer acres
than in the past.

Up to 25 percent of a participating

producer’s crop base may be planted to .

other crops under the flexibility provis-
jons. In general, a participating pro-
ducer may plant up to 25 percent of his
wheatbase to another crop (except fruits
and vegetables) without losing wheat
base. Producers may also plant wheat
on up to 25 percent of another program
crop base without jeopardizing wheat
loans and payments. Wheat planted on
the flexibility acres of an-other crop,
while not eligible for deficiency pay-
ments, is eligible for loans whether or
not the producer participates in the
wheat program. .

As in the past, a producer will not re-
ceive deficiency payments on his Acre-
age Reduction Program (ARP) acres.
Fifteen percent of the crop base will not
be eligible for deficiency payments,
even if planted to wheat. For example,
if the ARP is 15 percent, a producer
would not receive deficiency payments
on 30 percent of his base. If a producer
plants ‘another crop on up to an addi-

tional 10 percent of the crop base, he -

will lose wheat deficiency payments on
these acres.

Example 1 illustrates planting and pay-
ment options for the 1991 standard
wheat program. A 15 percent ARP is
assumed.

Winter Wheat Option

. A wheat producer who planted the 1991

wheat crop in 1990, (generally winter
wheat producers), may choose payment
on all permitted acres (wheat base less
ARP acres) and not be subject to the 15

* percent payment acre reduction, The

deficiency payment rate under this op-
tion is based on the 12-month price (as
discussed above for crop years 1994 and
1995) rather than the 5-month price.

Example 2 illustrates planted and pay-
ment acres under the 1991 winter wheat
option. A 15 percent ARP is assumed.

0/92 Provisions

General 0/92 provisions continue as
under current law. This includes pay-
ments guaranteed at not less than the
projected deficiency payment rate. For
0/92 acres that otherwise would be in
conserving use (CU), the Secretary
must permit planting of minor oilseeds.
Producers planting a minor oilseed on
0/92 acres must choose between retain-
ing the 0/92 payment, or receiving loan
eligibility for that oilseed on the farm.
The Secretary may also permit the
planting of industrial crops on (/92
acres.

Example 3 illustrates 0/92 planting op-
tions and payment acres for a producer
who enrolls all of his wheat base in the
0/92 program under the standard (non-
winter option) program. A 15 percent
ARRP is assumed.

Cover Crops on ARP and
Conserving Use (CU) Acres

Except in arid and summer fallow areas,
producers must plant an annual or pe-
rennial cover crop on 50 percent of ARP
acres (not to exceed 5 percent of the
wheat base). A producer who elects to
plant (and maintain for 3 years) perma-
nent cover is eligible for cost-share as-
sistance of 25 percent of the approved
cost of establishing the cover on not
more than 50 percent of the acreage
diverted from production, not to exceed
5 percent of the crop acreage base. The
Secretary may permit planting of con-
serving crops for harvest on ARP and
CU acres.

Farmer-Owned Reserve (FOR)

Major changes in FOR provisions have
been made by 1990 farm legislation.
First, producers may repay their FOR
loans anytime before maturity without
penalty. Second, FOR storage pay-
ments will be made quarterly at the end
of each quarter rather than annually in
advance. New FOR provisions will
take effect on December 1, 1990, for the
1990 and later wheat crops.

The Secretary must announce by De-
cember 15 if entry of wheat into the
FOR will be permitted. He must permit
entry if both of the following conditions
are met and may permit entry if either
of the following conditions are met: (1)
the average market price for the 90 days
preceding December 15 is below 120
percent of the loan rate and (2) the pro-
jected ending S/U ratio for the market
year is greater than 37.5 percent.



A producer’s nine-month loan must ma-
ture before FOR entry is allowed. The
FOR contract is for 27 months unless
the Secretary chooses to extend the
loans for an additional 6 months. No
minimum quantity of wheat must be
specified but if entry is permitted, the

Secretary must specify a maximum
quantity between 300 and 450 million
bushels.

Storage payments stop when market
prices exceed 95 percent of the target
price. The Secretary may charge inter-
est if market prices exceed 105 percent
of the target price.

Food Security Reserve

The Food Security Wheat Reserve is
extended through 1995 at the 4 million
metric ton level. The Secretary is re-
quired to repienish stocks within 18
months of release. Replenishment may
be through purchases (if appropriations
are available) or by designating uncom-
mitted stocks of the Commodity Credit
Corporation (if stocks are available).

Pilot Voluntary Production
Limitation Program

The Secretary must implement the pilot
voluntary production limitation pro-

gram for 1992 or 1993 in 30 counties.
Under the program, a producer may
plant more wheat acres than his permit-
ted acres (wheat base acres less ARP
acres) and still receive program bene-
fits. He must not market or use more
wheat than his production limitation

quantity (permitted acres times the.

higher of the payment yield or the 5-
year harvested yield, dropping the high
and low values). Any excess produc-
tion must be stored. It may be marketed
or used in a later year when actual pro-
duction is less than the limitation quan-
tity.

Other Provisions

Summer fallow provisions are contin-
ued. Payment yields are frozen at 1990
payment yield levels. Haying and graz-
ing of ARP acres and conserving use
acres will be permitted except for the
5-month period designated by the State
ASC committee. The Secretary may
not impose strict or limited cross-com-
pliance or offsetting compliance. A
producer may not, however, build base
for any crop on a farm if he is eligible to
receive deficiency payments for any
crop on the farm.

Crop Insurance

Crop insurance did not receive the
major overhaul in 1990 farm legislation
that many expected. The program is
fully funded for 1991,

The crop insurance title makes several
changes to the current program.
Beginining with the 1992 crop, the title
requires USDA to offer, in addition to
standard policies, dollar-denominated
coverage that is quoted in dollars per
acre. In addition, USDA may offer cov-
erage based on ASCS yields. Premiums
would be commensurate with risk.

The title requires that USDA adoptrates
and coverages that improve the actuar-
ial soundness of the Federal Crop Insur-
ance Corp. (FCIC). Raies in some areas
will increase and in other areas, decline.
No rates are to be increased by more
than 20 percent over the year-earlier
comparable rate.

Participating producers will be required
to provide social security numbers in an
effort to help combat fraud. Civil fines,
not to exceed $10,000, can be imposed
on producers who willfully provide
false information.



Example 1:

A producer participates in the standard wheat program for 1991.

No ARP: 15 acres Idle Notes
deficiency AP A
ayments Plant to an : Acreage
pay - NFA: 15 acres crsp egcaep); Reduction Program
vegetables acres. Must be idled to
OFA: 0-10 acres J fruit meet program
: or Trur participation require-
. . ments (assumed at
Deficiency 15%).
payment acreage
':op\fﬁéi? Wheat for pay: Plant to
(based on’ 70-60 acres wheat NFA: Normai Flexible
5-month Acres. Can be planted
. to any crop except
price) fruits, vegetables, and
other crops if
designated by the
Secretary.
Example 2:
A producer participates in the optional winter wheat program for 1991. OFA: Optional Flexible
‘ Acres. Can be planted
No deficienc to any crop except
payments y ARP: 15 acres Idle fruits, vegetables, and
other crops if
designated by the
Secretary. But planting
. a crop other than
- wheat will reduce
P ayr?'leefrﬁlgggage wheat payment acres.
if planted Wheat for pay: Plant to
to wheat 85 acres wheat _
(based on CU: Conserving Use
12-month Acres. Idled from wheat
price) production and
maintained in a
conserving use or
planted to a minor
oilseed.
Example 3:
A producer enrolls all of his wheat base in the 0/92 program.
N ARP: 15.0 acres ldle
o
deficiency
payments . Plant to any crop except
NFA: 15.0 acres vegetable or fruit
LN
0/92 CU: 5.6 acres
0/92 idie or
deficiency 0/92 CU: 64.4 acres plant to
payment minor
acreage oilseed




1990 Farm Legislation

Conservation Important for Wheat

The conservation title of the 1990 Farm Bill focuses on water quality improve-
ment, protection of environmentally sensitive lands, and long-term easements.

The conservation title makes important
changes to the “swampbuster” provi-
sion of the 1985 farm bill and authorizes
a new umbrella program for conserva-
tion, the Agricultural Resource Conser-
vation (ARC) program.

ARC is one of two umbrella programs
authorized in the 1990 Farm Bill. ARC
consists of the Conservation Reserve
Program (CRP), Wetland Reserve Pro-
gram (WRP), Water Quality Incentives
Program (WQIP), and Environmental
Easement Program (EEP). The other
umbrella program, the Environmental
Conservation Acreage Reserve Pro-
gram (ECARP), contains the CRP and
WRP.

The Secretary of Agriculture is directed
to enroll 40-45 million acres in ECARP
during the 1986-1995 calendar years. If
the Secretary considers expansion be-
yond 40 million acres, he must analyze
the consequences for crop supply and
demand conditions, the health of rural
communities, and the budget.

When compared with the 1985 Food
Security Act, the role of the CRP—the
primary component of ARC—is broad-
ened. In addition to highly erodible
land, CRP eligibility is expanded to in-
clude water quality lands, shelterbelts,
windbreaks, and marginal pasturelands
planted to trees or converted to wet-
lands. CRP contracts generally would
be for 10 years, although 15-year con-
tracts are available for land enrolled and
planted to hardwood trees.

Cost-share assistance on CRP land,
where deemed appropriate by the Sec-
retary, is to be 50 percent of the cost of
establishing water quality and conser-
vation measures. For hardwood trees,
shelterbelts, windbreaks, and wildlife
corridors, assistance is to be 50-75 per-
cent of the maintenance cost over a 2-4
year period from the time of planting.
Other provisions:

* Allow continuous CRP signup for
land that is to be planted to hardwood
trees;

* Authorize CRP contracts to be ex-
tended for 10 years after the initial
contracts end; and

* Extend base protection for expiring
CRP contracts if the farmer agrees to
abide by the terms of the original
contract.

By authorizing the new WRP as a part
of ARC, the legislation has gone a step
beyond expanding CRP eligibility to
protect environmentally-sensitive
lands. The WRP is a voluntary program
designed to help farmers restore and
protect eligible wetlands. Participants
must place enrolled land under a 30-
year or permanent easement and de-
velop an easement plan. Generally,
plans are to focus on promoting wildlife
and prohibit crop production, grazing,
and spraying chemicals.

The Secretary is directed to enroll up to
1 million acres in the WRP between
1991-95. A preference is given for
farmed wetlands to be enrolled in the
WRP, rather than in the CRP.

The ARC program also addresses water
quality protection in a new Water Qual-
ity Incentives Program (WQIP). This
voluntary program is designed to help
producers develop 3-5 year plans that
protect water quality through source re-
duction and other measures. Wetland
preservation and wildlife habitat im-
provement options are also included.

The WQIP enrollment goal is 10 million
acres from 1991-95. Producers are lim-
ited to no more than $3,500 per year in
incentive payments and no more than an
additional $1,500 per year in cost-share
assistance.

The Environmental Easement Program
(EEP), also a voluntary program, pro-
vides for the long-term protection of

environmentally sensitive land or land
important for protecting water quality.
Easements are to be permanent or for
the maximum period allowed under
state law. Inreturn for implementing a
conservation plan, participating farmers
receive cost-share and easement pay-
ments.

These provisions represent a shift in
conservation program focus. Under the
1985 farm bill, about 50 percent of the
land enrolled in the CRP was located in
areas of the Great Plains prone to wind
erosion. This is largely because of the
relatively attractive CRP rental rates
paid and the large amount of eligible
land in those areas. The focus is now
more on wetlands and water quality pro-
tection.

Swampbuster

Wetland conservation provisions
(“swampbuster”) are a key element in
the 1990 farm bill, as they were in the
1985 Act. Under current law,
swampbuster denies Federal farm pro-
gram benefits to any person who plants
an agricultural commodity on a con-
verted wetland. The 1990 legislation
adds to the list of benefits subject to
denial, and includes disaster assistance
payments for weather-damaged - trees,
Agricultural Conservation Program
payments, and CRP payments. Viola-
tors are ineligible for all program bene-
fits in those years that the converted
wetland is planted.

The 1990 farm bill tightens the trigger
used to define a swampbuster violation.
Violations would be triggered not only
by production on a converted wetland,
but by the act of converting a wetland
into land suitable for crop production.

Rather than denying all program bene-
fits, the new swampbuster language au-
thorizes, in certain cases, graduated
penalties ranging from $750-$10,000.
A graduated penalty would apply to a
person violating swampbuster: 1) who
is acting in good faith; 2) who has not



violated swampbuster more than once
in the last 10 years; and 3) who agrees
to restore the characteristics of the wet-
land.

There are other provisions. For exam-
ple, exemptions may be granted if ac-
tions have a minimal effect on func-
tional hydrological and biological
value, including waterfow] and wildlife
value. ‘

In addition, a farmer can drain a fre-
quently cropped wetland and not be-
come ineligible for program benefits if
“he mitigates this drainage by restoring a
wetland converted prior to December
23, 1985. The restoration is to be,
among other provisions: 1) in accor-
dance with a plan; 2) in advance of, or
concurrent with, the action; 3) not at
federal expense; and 4) on land in the
same area as the converted wetland.

- Sodbuster and Compliance

Sodbuster and conservation compliance
provisions are continued under the 1990
farm bill with few changes. Graduated
penalties are to be levied for sodbuster
violators who act in good faith and who
have not had more than one violation in
" a S-year period. Penalties range from
$500-5,000. Changes in compliance
provisions allow separate consideration
to be made for landlords and tenants.

Pesticide Recordkeeping

. For the first time, the 1990 bill requires
that all certified applicators keep re-
cords of their applications of restricted-
use pesticides for 2 years. Records are
to contain information similar to that
maintained by commercial applicators
in the state where the certified applica-
tor resides. If the state has no require-
ments, records are to contain the prod-
uct name, amount, approximate date of
use, and the location of application.

. Accesstorecords isrestricted to Federal
or State agencies that deal with pesticide
use. Health professionals also are al-
lowed the information when needed for
medical treatment to a person possibly
exposed to a pesticide. In no case can a
government agency reveal the identity
of individual producers.

Conservation Highlights

In addition to the CRP, several new conservation programs are authorized under
the 1990 legislation, with afocus on water quality and environmental protection:

¢ Agricultural Resource Conservation (ARC):

— Environmental Conservation Acreage Reserve (ECARP)
Conservation Reserve (CRP)
Wetland Reserve (WRP)

— Water Quality Incentives (WQIP)
— Environmental Easement (EEP)

¢ Swampbuster violations are triggered by drainage, but:
— Penalties are graduated;
- Certain exemptions exist for minimal effects;
— Mitigation is allowed.

¢ Sodbuster and conservation compliance are continued:
~—— Sodbuster penalties are also graduated;

— Compliance provisions allow separate considerations to be made
for landlords and tenants.

¢ Certified applicators must keep records of their use of restricted-use pesti-
cides for 2 years.




1990 Farm Legislation

Trade Title Revises Export Programs

The trade title of the 1990 farm bill revises provisions for a number of export
programs. The bill contains changes in program management and certain

changes in focus.

Export Enhancement

The EEP, a targeted export subsidy pro-
gram, was authorized under the 1985
Food Security Act. The Secretary of
Agriculture has implemented the pro-
gram in a manner designed to counter
EC export subsidies.

The 1990 farm bill contains language
that closely parallels how the EEP pro-
gram is currently being implemented.
The revised EEP is to be implemented
to combat “unfair trade practices” car-
ried out by other countries and to make
U.S. agricultural commodities compet-
itive. The Secretary shall “establish as
an objective” to expend annually at least
25 percent of the total funds available
(or 25 percent of the value of any com-
modities employed) for program activi-
ties involving the export sales of high-
value agricultural commodities and
value-added products of United States
agricultural commodities.

The 1990 farm bill authorizes a mini-
mum funding level of $500 million for
EEP in each of the 1991-95 years.

Market Promotion Program

The Targeted Export Assistance (TEA)
Program, authorized under the 1985
Food Security Act, is replaced with a
broader authority under the 1990 farm
bill. The TEA program was designed to
counter the adverse effects of subsidies,
import quotas, and other unfair trade
practices on U.S. agricultural exports.

Under this program, trade organizations
have been reimbursed for their expenses
in promoting U.S. agricultural products
abroad. Export promotions have been
conducted in affected markets to
counter or mitigate unfair practices, or
in alternative markets to offset adverse
effects on U.S. exports.

In place of TEA, the 1990 farm bill

authorizes the Market Promotion (MP)
program. This program encourages de-

10

velopment and expansion of export
markets for commodities through cost-
share assistance to eligible trade organi-
zations that implement a foreign mar-
keting plan. The program helps foreign
promotion activitics generally, but em-
phasis is given to helping commodities
hampered by unfair trade practices. Pri-
vate organizations generally cannot re-
ceive assistance exceeding 50 percent
of the cost of implementing their plan.

The 1990 farm bill authorizes a mini-
mum funding level of $200 million for
the MP program in each of the 1991-95
years.

Export Credit Guarantees

The export credit guarantee (GSM) pro-
grams are also addressed in the 1990
farm bill. These programs help U.S.
exporters sell agricultural commodities
in markets that have foreign exchange
constraints by facilitating the loans
made by private financial institutions.
These loans are on better terms than
foreign buyers would otherwise receive
because the Commodity Credit Corpo-
ration (CCC) guarantees payment.
Guarantees are either short-term GSM-
102 guarantees (up to 3 years) or inter-
mediate GSM-103 guarantees (3-10
years).

Under the 1990 farm bill, the Secretary
can use export credit guarantees to in-
crease U.S. agricultural commodity ex-
ports, compete against foreign exports,
and help foreign countries meet their
food needs. The program is not to be
used for foreign aid, foreign policy, or
debt rescheduling. The CCC cannot
provide intermediate term credit guar-
antees unless the Secretary determines
that the sale will, on a long-term basis,
promote U.S. agricultural exports.

The CCC is restricted from making
credit guarantees available to countries
that cannot adequately service the asso-
ciated debt. Further, the CCC is to guar-
antee credit only on U.S. agricultural

commodities as defined in the revised
1978 Trade Act. It is not to guarantee
the value of any foreign agricultural
component.

P.L. 480

The 1990 legislation reauthorizes the
PL. 480 (Food for Peace) program,
which was due to expire on December
31, 1990. The main objective of P.L.
480 as stated in the 1990 legislation is
to promote U.S. foreign policy by en-
hancing food security in developing
countries. The title also focuses on: de-
veloping and expanding export markets
for U.S. agricultural commodities, com-
bating hunger and malnutrition, and en-
couraging development in developing
countries.

For many years, P.L. 480 has contained
three main titles and has been adminis-
tered jointly by several federal agencies.
Title I authorizes concessional sales to
developing countries. Title II is a food
donation program designed to combat
malnutrition and hunger, provide disas-
ter relief, and encourage economic de-
velopment. The final title, Title III,
known as the Food for Development
Program, has provided for the forgive-
ness of Title I debt, if mutually agreed-
upon development projects are under-
taken.

The 1990 legislation contains several
shifts in P.L. 480 focus. Title I now
contains provisions for debt forgiveness
and program management changes.
The concessional sales program of Title
1 is to continue for those countries that
have the ability to repay. Priority for
concessional sales is to be given to
countries that demonstrate the greatest
need for food and have the potential to
become markets for competitively-
priced U.S. commodities.

Title II provides for emergency food
assistance through both governments
and private and public organizations. It
establishes a Food Aid Consultative



Group to improve communication
among the Agency for International De-
velopment and the private voluntary or-
ganizations.

Title Il is deleted because debt forgive-
ness is incorporated in the new Title 1.
The new Title II contains a govern-
ment-to-government grant program
through which commodities are do-
nated to least-developed countries. Do-
nated commodities may be used for di-
rect feeding programs, the development
of emergency food reserves, or may be
sold and the proceeds used for various
purposes specified in the agreement.

GATT Trigger

The “GATT trigger” language requires
specific U.S, program adjustments if an
agricultural trade reform agreement is
not achieved at the Uruguay Round of
the General Agreement on Tariffs and
Trade (GATT). The trigger is two-
tiered.

The first tier addresses reaching an
agreement in agriculture. It states that,
if the United States has not entered a
Uruguay Round agreement on agricul-
ture by June 30, 1992, the Secretary
shall:

¢ Consider and, if determined appro-
priate, waive minimum ARP levels
for the 1993-95 crops;

* Increase by $1 billion the level of
export promotion funding for 1994-
95; and

¢ Establish marketing loans for any of
the 1993-95 crops of wheat and feed
grains.

The second tier addresses entering the
agreement into force. It states that, if an
agreement on agricultural trade reform
has not been entered into force for the
United States by June 30, 1993, the Sec-

retary:

¢ Shall consider and, if deemed appro-
priate, waive all or a part of the agri-
cultural reconciliation spending cuts
of 1990;

¢ May increase the level of funding
available for export promotion pro-
grams; and

* May establish marketing loans for
any of the 1993-95 crops of wheat
and feed grains.

This authority would terminate if the

 President certified to Congress that the

failure of the Uruguay Round negotia-
tions in agriculture resulted, in whole or
in part, because “fast track” authority
was not available. *“Fast track” author-
ity means that Congress must accept or
reject the negotiated treaty as a whole
with no option to amend.

11



Qutlook for 1991/92

Lower U.S. Wheat Output Expected in 1991

U.S. whéat prospects for 1991 point to decidely lower production than the near-
record 1990 crop. Area will be reduced, and there is no assurance that the
1990 record yield will be replicated. However, 1991/92 U.S. wheat supplies
will be bolstered by the much larger carryin stocks.

A higher ARP level and prospects for
stronger prices for alternative crops will
assure sharply reduced wheat seedings
for the 1991 wheat crop. Assuming the
minimum ARP level of 15 percent for
1991, a participation rate similar to this
year likely would lead to four to five
times more wheat area idled under the
ARP in 1991 than the approximately 2
million acres in 1990.

The tentative 15 percent 1991 ARP was
announced before the 1990 farm legis-
lation became law in order to give win-
ter wheat producers some guidance in
making planting decisions. The ARP is
a major shift from 1990, which featured
a 5 percent ARP with the option to mod-
ify contracts, accept reduced deficiency
payments, and harvest up to 105 percent
of wheat base.

No additional CRP sign ups have oc-
curred, so effective base is likely to re-
main about 80-81 million acres in 1991.
The 4.8 million acres in the 0/92 pro-
gram in 1990 was unusually high.
Planting minor oilseeds on 0/92 wheat
land in 1991 may be attractive, but some
of the land under 0/92 in 1990 may be
used to satisfy the expanded ARP re-
quirements in 1991,

Flexiblity provisions of the 1990 legis-
lation are likely to also reduce wheat
area, especially for HRS, where farm
prices have been particularly low com-
pared to alternative crops. (See special
article on page 30.) In 1990, an esti-
mated 11.7 million acres were planted
to HRS, of which 1-2 million acres may
be planted to other crops under flexibil-
ity provisions.

Nonparticipants in government pro-
grams do respond to market prices. In
many Soft Red Winter (SRW) areas,
program participation is traditionally
lower than in other regions. In 1980 and
1981, SRW producers expanded area in
response to high wheat prices, just as
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they have in response to 1988 and 1989
prices. Between 1983 and 1985 SRW
producers responded to lower wheat
prices by planting less wheat, even
though the wheat program did not have
as much flexibility as the current pro-
gram.

Lower prices for wheat relative to alter-
native crops will also contribute to the
expected drop in U.S. wheat area, and
not just by those producers who do not
choose to participate in the 1991 pro-
gram. The various provisions of the
new legistation will mean that even par-
ticipating producers will plant a portion
of their permitted acres to other crops.
For 1991, the major impact of these
provisions on participants is expected to
be on spring wheat plantings.

Harvested wheat area is likely to decline
more than planted area for 1991. The
low ARP, good prospective yields, and
optimism about prices led farmers to
harvest an unusually large portion of the
planted area in 1990. In parts of the
Southern Plains it is common to plant
wheat in excess of permitted acres, with
the excess used for pasture. However,
the producers clip the excess, or do
whatever is required to assure the wheat
will not produce grain, in time to certify
to the local ASC office that they are in
compliance with the program require-
ments.

Producers planting 1991 crop wheat in
1990 (mostly winter wheat producers)
have the option of reducing deficiency

payment acres 15 percent under normal
fexible acres, or recieving a likely lower
deficiency payment rate (using a 12-
month season average price instead of
the 5-month price). Most winter wheat
farmers are likely to choose the lower
payment rate. However, the flexibility
provisions could have an impact on
some winter wheat producers’ har-
vested acres depending on winter wheat

yield prospects and market conditions,
such as cattle prices and prices of spring
planted crops.

World Prospects

1991/92 Pianting

It is still too early to forecast wheat
production for 1991/92. However,
large 1990/91 crops, prospects for a sig-
nificant build-up in wheat stocks, and
sharply lower export prices are likely to
discourage producers in some countries
from planting wheat in 1991/92. How-
ever, farmers in several major produc-
ing countries, including the EC, the So-
viet Union, and China are not very
responsive to world price movements.
While producers in Canada, Argentina,
and Australia are normally more re-
sponsive, much depends on relative
prices of other commodities.

Good autumn rains and mild weather
point to favorable planting conditions
for winter wheat in Northern Europe,
Spain, and Portugal, and most winter
wheat areas of the Soviet Union. Con-
cerns continue about dryness in a belt
ranging from southern France east
through the Balkans. Rain in recent
weeks has helped, but because of the
extended dry period, timely precipita-
tion will be needed throughout southern
Europe.

‘While world prices are sharply lower,
the direct impact on EC is minimal due
to the support system provided by the
EC’s Common Agricultural Policy
(CAP). CAP policies regarding differ-
ent crops do vary, affecting relative
prices, and farmers’ costs and returns.
For example, the 1990/91 support price
for oilseeds was cut sharply. Thus,
there is an incentive for producers to
plant wheat instead of oilseeds.

In addition, unlike the last two years, the
total EC grain crop is not expected to
exceed the Maximum Guaranteed



While world prices are sharply lower,
the direct impact on EC is minimal due
to the support system provided by the
EC’s Common Agricultural Policy
(CAP). CAP policies regarding differ-
ent crops do vary, affecting relative
prices, and farmers’ costs and returns.
For example, the 1990/91 support price
for oilseeds was cut sharply. Thus,
there is an incentive for prodiicers to
plant wheat instead of oilseeds.

Inaddition, unlike the last two years, the
total EC grain crop is not expected to
exceed the Maximum Guaranteed
Quantity (MGQ) of 160 million tons
(the 1990/91 corn crop is forecast
down). Therefore, EC farmers will

likely not have to pay an additional
coresponsibility levy on their 1990/91
grain, or see the automatic¢ reduction in
the basic support level for 1991/92.
Thus, despite the expected build-up in
EC wheat stocks in 1990/91, more arca
could be planted to wheat in 1991/92.

In the Soviet Union, winter wheat area
has stabilized and yields have been in-
creasing. Improved farming practices,
particularly increased fertilizer use,
have been adopted. Generally, ade-
quate moisture and mild temperatures
have provided favorable conditions for
the emergence and establishment of the
1990/91 winter grain crop, although ex-
cessive October rains in some regions

delayed sowing. As of October 29th,
33.4 million hectares had been sown to
winter grains, approximately 4 million
fewer than last year.

Early season winter wheat planting con-
ditions in China were favorable. Gov-
ernment policies continued to favor
grain cultivation over non-grain com-
mercial crops, which likely will keep
area from falling significantly. How-
ever dry weather with above average
temperatures in early autumn slowed
development until October rains im-
proved the situation. In addition, recent
changes in procurement policy possibly
will have a negative impact on the
1991/92 crop.
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1990/91 Situation

World Wheat ProdUction Reaches a Record;

World Trade Contracts.

World 1990/91 wheat production is forecast up 11 percent from 1989/90. Even
with consumption forecast up 6 percent, world ending stocks are expected to
jump 23 percent, the sharpest increase in volume since the mid-1970s. The
world stocks-to-use ratio is expected to remain well below the highs of the mid-
1980s, but rebound from the recent drought-induced lows.

International Situation
and Outlook

Foreign wheat production is projected
up 8 percent, with the largest gains oc-
curring in the Soviet Union, Canada,
and China. Large crops in both import-
ing and exporting countries is one of the
major reasons for the forecast small
contraction in world trade. Export
prices have plummeted since the begin-
ning of the marketing year, but the low
prices do not appear to be stimulating
imports.

The Soviet Union is forecast to produce
its second largest grain crop on record—
235 million tons. Wheat production in
1990/91 is forecast to expand 17 percent
from 1989/90 to 108 million tons. Fa-
vorable weather in most parts of both
winter and spring wheat regions con-
tributed to the record yields. While,
wheat area in the Soviet Union has been
falling, the decline has largely been in
the lower yielding spring wheat areas.

Despite the large crop, Soviet wheat
imports are forecast to reach 13 million
tons, only 7 percent below 1989/90.
While the crop is much greater than a
year ago, the State has not been able to
procure a proportionately larger share
of it. Dockage and waste together are
forecast at 15 percent of the total grain
crop. Chronic problems worsened this
year. Labor, equipment, and input
shortages have created more harvest
problems than usual. Transportation
bottlenecks have slowed deliveries.
Farmers continue to resist selling grain
to the Government, preferring to keep
the grain on-farm for feeding or for bar-
ter purposes.
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While Soviet wheat imports (including
flour) are forecast down only 1 million
tons from a year earlier, they have been
very slow to buy wheat. Until recent
weeks, there were no significant wheat
purchases in 1990/91. The Soviet
Union claims that since their foreign
exchange reserves are limited, they will
only buy wheat if exporters provide
credit. Reports indicate that Canada
might have sold wheat on credit in early
November. France also has arranged
for 2-year credit for the equivalent of
U.S. $400 million to cover wheat and
barley, actual purchases of which are
expected to begin by late November.

China’s total grain crop is forecast to be
a record, with wheat increasing 6 per-
cent to a record 96 million tons. The
Government encouraged farmers to
plant more area to grain by increasing
agricultural investment, raising pro-
curement prices, and promising not to
use IOUs, which have been used in the
past. Favorable weather throughout the
growing season boosted yields to a re-
cord.

However, the large crop is creating
some procurement problems. Procure-
ment funds are reportedly running low
in some provinces. A recent Govern-
ment announcement indicated that there
may be some changes in the procure-
ment system because of the pressures
created by the 1990/91 large harvest.
Thisis creating uncertainty and possibly
will have a negative impact on the
1991/92 crop. Imports are forecast
down 26 percent from 1989/90 to 11.5
million tons.

North African production is forecast up
in 1989/90, primarily because of a 26
percent gain in Egypt, where procure

ment prices have risen. Tunisia’s
1990/91 production also is up, rebound-
ing from 2 years of drought. However,
unfavorable weather conditions brought
1990/91 production down in Morocco
and Algeria.

North Africa’s imports are forecast up 4
percent to 14.6 million tons with the
largest increase expected in Morocco.
Since most North African countries rely
heavily on credit to import wheat, ex-
porters providing the lowest prices and
the best credit terms will have the ad-
vantage. As aresult, North Africa con-
tinues to be the market most contested
by the United States and the EC.

Middle Eastern imports are forecast
down 36 percent mainly because of im-
proved crops in Turkey and the U.N.
sponsored general embargo on trade
with Iraq.

South Asian 1990/91 imports are fore-
cast down sharply from 1989/90. The
third consecutive good monsoon has en-
sured large food grain supplies in India
and only limited import expansion in
Bangladesh and Pakistan. India wants
to earn badly needed foreign exchange
by exporting wheat. However, with
world wheat export prices down sharply
and world trade stagnant, India might
not be able to export more than 500,000
tons.

Imports are forecast up in East Asia,
primarily because South Korea is im-
porting more wheat for feed. In recent
months, wheat prices, particularly from
the EC, Sweden, and eastern Canada
have been competitive with coarse
grains and wheat is readily substituted
for corn in South Korean feed rations.



Latin American 1990/91 imports are
forecast to increase 38 percent. Brazil
accounts for much of the gain. Brazil’s
wheat crop is forecast down nearly one
third. At planting, farmers were faced
with economic uncertainty. Austerity
measures limited the credit available
and resulted in reduced area and less
input use is likely to lower yields. An
early season frost is expected to bring
down yields even further. Consump-
tion continues to outpace production as
bread subsidies remain in place. Im-
ports are forecast to more than double
from 1989/90 to 3.3 million tons.

Mexico’s imports are also forecast up
sharply to 900,000 tons from 260,000 in
1989/90. Mexico’s crop is irrigated but
drought reduced water availability. As
aresult, production is forecast to fall 13
percent to 3.5 million tons.

East European production is likely to
reach 44.4 million tons, slightly above
1989/90. Consumption patterns are
changing with the shift in some
countries’ economies. Wheat con-
sumption in East Germany (which will
temporarily remain in Eastern Europe in
USDA’s data base) is forecast down
sharply as EC agricultural policies are
adopted. Wheat for feed, in particular,
is expected to fall.

In Poland, record production, together
with falling consumption, is leading to
a surplus supply situation. After im-
porting 1.6 million tons in 1989/90, Po-
land might be in position to export
wheat in 1990/91. Total East European
imports are forecast down 37 percent

Figure 4

from 1989/90 to 1.3 million tons. Total
exports are projected up 12 percent Lo
3.7 million tons. This includes wheat
from East Germany that was sold into
West German intervention prior to re-
unification.
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1990/91 Situation

Competition Intensifies as World Wheat Market Tightens.

Excellent crops have increased exporter supplies. With world trade expected
to decline in 1990/91, competitor stocks are expected to increase sharply from
1989/90. As a result, prices have fallen as competition for the fimited market

has increased.

Canada is forecast to harvest 31 million
tons (including durum), the second
highest on record and a 27 percent in-
crease from 1989/90. Two years of rel-
atively high pricesled toa 3 percent area
increase and favorable weather boosted
yields to a record. Although lower
prices resulted in reduced area planted
to durum, excellent yields lifted durum
production to a forecast record 4.3 mil-
lion tons.

Despite abundant supplies, lower Soviet
and Chinese imports, major Canadian
markets, are likely to keep Canadian
exports from expanding to more than a
forecast 18 million tons, 6 percent more
than in 1989/90. As a result, ending
stocks are projected to increase to 13.8
million tons, more than double 1989/90
and the sharpest increase in volume
ever.

While dry weather cut production in
southern Europe, EC production also
benefited from favorable weather in the
north throughout most of the growing
season. Dry weather in the summer ap-
peared to raise protein levels particu-
larly in the United Kingdom, without
greatly curtailing yields. EC wheat pro-
duction is forecast to be the second
highest on record at 81 million tons, 3
percent above 1989/90.

However, the large crop is creating a
large surplus within the EC. In an at-
tempt to minimize stocks, the EC ag-
gressively marketed wheat early in the
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season. Export restitutions have nearly
doubled since January to an average of
$144 per ton in October. In some cases,
the restitutions were nearly twice the
export price, and they are now the high-
est since January 1988.

Total EC exports are forecast at 20.5
million tons, slightly below 1989/90 as
slack world imports and intense compe-
tition limit EC export potential. UK
wheat is once again selling at a discount
to France’s wheat, even though it is of
similar quality. As a result, UK wheat
is again displacing France’s wheat in
some export markets.

Strong production and limited export -

growth is pressuring EC stocks up. In
addition, West Germany’s intervention
stocks expanded when East German
wheat entered prior to reunification.

The Southern Hemisphere wheat har-
vest began in November. Argentina has
experienced favorable weather during
much of the growing season. Area is
forecast up 10 percent from 1989/90
despite the economic uncertainties that
farmers faced at planting. During the
planting season, the Government an-
nounced a reduction in export taxes
which would boost farm returns, but
raised prices on inputs, including fuel,
increasing the cost of production.

The current exchange rate in Argentina
is keeping the austral artificially high.
Some exporters claim that Argentina’s

prices will thus be'less competitive on
the world market. Total exports are
forecast up 13 percent from 1989/90 to
6.8 million tons.

Australia’s wheat is just beginning to be
harvested. Area is forecast up 12 per-
cent even though export prices were
falling as farmers planted. - Favorable
weather early in the season is likely to
keep yields relatively high in many pro-
ducing areas. However, dryness in the
southern part of the country is expected
to limit overall production to 15.5 mil-
lion tons, 10 percent above 1989/90.
Total exports are forecast at 10.5 mil-
lion tons, 3 percent below 1989/90.

Other exporting countries are likely to
have increased supplies to export in
1990/91. Turkey’s crop is expected to
recover from the 1989/90 drought and is

- projected to increase 22 percent to 14

million tons. Imports are forecast at
750,000 tons, less than a third of
1989/90, while exports are projected to
rise to 400,000 tons.

Production is estimated upin Saudi Ara-
bia with nearly all the increase expected
to enter the export market at highly sub-
sidized rates. Other Western European
countries also are expected to boost ex-
ports. Favorable weather resulted in in-
creased yields and policies in some
countries, particularly Sweden.
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1990/91 Situation

U.S. Exports Fall as Competition Intensifies

U.S. exports in 1990/91 are forecast down 13 percent from 1989/90 to 29 mil-
lion tons. Strong competition and the stagnant trade situation is resulting in

lower U.S. exports.

U.S. exports are forecast to be the low-
est since 1986/87. Intense competition,
the decline in Soviet and Chinese im-
ports, and the U.N. endorsed general
trade embargo on Iraq are all contribut-
ing to sluggish U.S. sales. As of No-
vember 8, the Export Sales Report indi-
cated that U.S. outstanding sales and
accumulated exports (June/May) had
fallen off in several regions without
compensating increases in others, de-
spite a pick-up in EEP initiatives, sales,
and bonuses.

Larger global supplies and fierce com-
petition have contributed to increased
EEP sales in the first five months of the
1990/91 marketing year (June/May).
EEP wheat sales are up 67 percent from
the same period in 1989/90. (EEP sales
were very slow and bonuses were low
the first half of 1989/90). The Soviet
Union has not yet purchased U.S. wheat
in 1990/91, but China has already pur-
chased 1.6 million tons as of November
8th. Since all of China’s 1990/91 pur-
chases have been under the EEP, EEP
sales to China are 77 percent higher
than a year ago. Early in 1989/90 China
bought most of its U.S. wheat outside
the program. In spite of increased EEP
sales, China’s accumulated exports and
outstanding sales as of November 8
were 31 percent below those reported at
the same time a year earlier.

U.S. exports and sales to North Africa
also trail 1989/90 by nearly a third.
Sales and exports to Algeria nearly
matches the year-earlier pace and
Tunisia’s is up by a third. However, the
total is dragged down by the drop in the
combined sales and exports to Egypt
and Morocco. U.S. combined sales and
exports to those countries are less than
half that of June-October 1989. Much
of the North African sales that have
been made are under the EEP and P.L.
480.

As of November 8, EEP sales to the
Philippines, 1990/91 were almost twice
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1989/90 sales, helping the U.S. regain
market share, Last year, Canada ex-
panded its wheat exports to this largely
U.S. market.

The EEP will continue to play a major
role in promoting U.S. wheat in
1990/91. Increased EEP sales have
been accompanied by higher bonuses in
1990/91. EEP bonuses for wheat aver-
aged $29 per ton between June 1 and
November 8th compared to $9.50 per
ton for the same period a year ago and
have risen sharply since August, aver-
aging over $40 per ton in September and
October.

GSM credit guarantees will also be im-
portant. For FY 1991, $414 million
have been allocated for GSM-102, as of
November 2nd. The top recipients are
South Korea, Mexico, and Ecuador.
Additional allocation announcements
will be made as the year progresses. For

Figure 7
U.S. wheat export prices

GSM-103, $58 million has been allo-
cated to Morocco.
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teed credit from the United States. The
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Figure 8
U.S. and EC wheat export subsidies
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Table 1- Wheat sales

Country/
Region

North Africa:
Algeria

Egypt
Morocco
90

Tunisia

Middle East:
Jordan

Iraq

Yemen
Turkey

South Asia:
Bangladesh
Ind1a

Sri Lanka
Philippines
China

USSR

Eastern Europe:

Poland _
Yugoslavia

Finland

Sub-Saharan
Africa:

West and Central

Africa 4/
Zaire

1988789
sales

1,159,000
2,045,750
760,000

0

140,000
770,000

100,000
507000

498,000
1,000,000
350,000
855,000
6,350,000

4,600,000

0
12,000
63,500

176,150
88,600

4

Latin America and Carribean:

Brazil
90

Mexico
Colombia
Trinidad and
Tobago

1990791 "7 'pate of !
1989/90 (as of Remain1n§ most_recent
sales 11/8/90) balance 3/ initiative
-- metric tons
1,000, 000 849,300 1,150,700 May 90 -
1,040,000 298,200 661,800 December 89
419,250 239,050 1,631,700 September
175,000 225,000 375,000 October ?0 o
200,000 348,800 11,200 Mag‘QO fey
494,450 0 expired February 89
75,000 75,000 0 January 90
100,000 0 expired May 86
0 0 expired October 88
0 0 expired | October 88 . .
150,000 199,500 400,500 October 90
600,000 1,142,536 57,464 June 90 ‘
3,304,500 1,595,695 10,005 May 90
3,895,350 0 ' 2,014,850 June 90
22,000 0 expired March 88
0 13,930 expired . October 87
4,000 0 expired March 88 -
252,350 180,759 458,341 - Sept. 90
64,025 16,547 83,828 . May 90
0 0 300, 000 ‘November
184,800 exgired October 88
200,000 30,000 515,000 Sept. 90
0 0 130,000 August 90
12,180,725 5,214,317 7,800,388

992,075
195,000

0
20,205,075

2/

under the EEP and remaining wheat balances, by country 1/

purchasing wheat under the EEP from June 1988 through

1/ This table includes all countries
November 8, 1990

2/ June/May marketing year .
3/ Remaining balances, calculated on November 8, 1990, reflect the expiration of EEP initiatives

apnounced prior to fiscal 1989

4/ EEP wheat balances for several countries including Benin, the Canary Islands, the Central African
Republic, and Senegal were transferred to the West and Central African countries’ initiative.
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1990/91 Situation

Domestic Use Rising Sharply

Increased feed and residual use was evident during the first quarter of

1990/91. Food use of wheat also is forecast up.

FoodUseUpOn
Record Mill Grind

Wheat mill grind and U.S. flour produc-
tion were a record in August, pacing
first quarter food use to a preliminary
197 million bushels, up almost 8 percent
from a year-earlier, Food use for the
full 1990/91 year is forecast up 2 per-
cent, to 745 million bushels, increasing
at more than double the rate of popula-
tion growth. The 1987 Census of Man-
ufactures confirms that non-flour food
use was expanding faster than flour use.

1

Seed Use Fdiecast Down
13 Percent

Seed use is forecast at 88 million bush-
elsin 1990/91. The increased ARP and
low wheat prices are expected to reduce
area planted for 1991 (see Outlook for
1991). Moreover, the area decline may
be strong in soft wheat areas where
seeding rates are higher than average.

" Record Feed and Residual

Forecast in 1990/91

Feed and residual wheat disappearance
is forecast to reach 450 million bushels,
almost triple the 160 million in 1989/90.
Wheat prices have been low enough to
make feeding wheat attractive, espe-
cially where transportation costs make
coarse grains expensive, as in the South-
ern Plains, or anywhere low quality
wheat is discounted. For example, in
Texas during September the average
farm price for wheat was $2.33 bu. (3.88
cents per pound) while it was $2.47 bu.
(4.41 cents per pound) for corn. This is
particularly impressive because by Sep-
tember the Texas com harvest is begin-
ning. Normally, wheat is more likely to
be priced competitive with corn during
June, July, and August, right after the
winter wheat harvest, but before the ma-
jority of the corn harvest. This year,
however, wheat continues to be favor-
ably priced for feed use even during the

Figure 10
Wheat and corn:

corn harvest, when corn prices are nor-
mally at their seasonal low.

The first quarter feed and residual dis-
appearance of 419 million bushels is the
largest on record. Low wheat prices are
forecast to encourage some continued
feeding this fall, and possibly in the last
6 months of the marketing year. How-
ever, in most years since the Stocks
Report survey was shifted to September
1, the second quarter (September-No-
vember) has showed negative feed and
residual disappearance, possibly associ-
ated with wheat in transit. This ten-
dency of the second quarter residual to
be negative explains why the annual
1990/91 forecast (450 million bu.) is
only slightly above the first quarter es-
timate (419 million).
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1990/91 Situation

U.S. Supply Outstrips Demand

Near record wheat production in 1990 more than offset lower beginning stocks,
pushing total supply up 20 percent. Meanwhile export demand has slumped, but
lower prices are moving wheat into feed channels.

Record Yields Pace
U.S. Production

Wheat production in 1990 was 2.74 bil-
lion bushels, nearly matching the record
2.79 billion produced in 1981, and up 35
percent from 1989. Planted area in-
creased only slightly from the previous
year, but an unusually high 90 percent
of planted area was harvested for grain.
The low 5-percent ARP, with the option
of harvesting up to 105 percent of base
(at the expense of reduced deficiency
payments), prospects for good yields,
and hopes for high wheat prices, in-
duced farmers to harvest an unusually
high portion of planted area.

Yields reached a new record, despite
less than ideal weather. The late fall
was unfavorably dry in the Southern
Plains, and December brought some se-
vere cold, but January and February
were mild. The spring floods damaged
some wheat, but June harvest weather
was favorable. The previous record
yield was in 1983/84, when the PIK
program paid farmers not to harvest a
portion of their planted area. Since
farmers chose not to harvest their lowest
yielding acres, this biased yields up in
1983.

It is possible that several years of unfa-
vorable weather had masked the genetic
improvements wheat breeders have
achieved, so that record yields occurred
despite weather conditions. Weather
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for the 1990 crop was a somewhat typ-
ical mix of good and bad.

Beginning Stocks Ready
to Move to Market

On June 1, 1990, wheat stocks were 536
million bushels, down 24 percent from
a year carlier. However, the entire de-
cline was in wheat owned by the gov-
emment or in the FOR. Free stocks
actually increased 50 million bushels to
275 million. The free stocks of wheatat
the beginning of the year added to the
supply of wheat readily available for
marketing during harvest. Low U.S.
and world carryover supplies might
have encouraged increased free stocks,
but with the large production, the stocks
added to supplies instead of cushioning
any production shortfall,

Imports Increase in the
First Quarter

Imports remain a very small portion of
U.S. wheat supplies, although imports
increased in the first quarter as Eastern
White wheat shipments from Canada
expanded. If Canadian shipments slow,
the marketing year total would remain

about the same level as the previous two -

years.
Supply Increase Dwarfs
Greater Use

Total supply in 1990/91 is estimated at
3.3 billion bushels, up 541 million bush-

els from a year earlier. Meanwhile total
use is forecast up 133 million bushels.
Production is estimated almost 400 mil-
lion bushels greater than forecast total
use, leading directly to increased stocks.
Moreover the disposition of those
stocks at the end of 1990/91 is not clear
because of a number of decisions that
have yet to be made by the Secretary.
Assuming some forfeitures, CCC in-
ventory at the end of 1990/91 is unlikely
tobe much larger than the Food Security
Wheat Reserve. The decisions of the
Secretary of Agriculture concerning the
FOR in 1990/91 are due by December
15, 1990.

Low Prices Promote Feed Use

The dramatic drop in U.S. wheat prices
is not just caused by increased supplies.
Export demand has also fallen. In-
creased wheat supplies worldwide, and
credit problems in importing countries,
are playing a large role in lower U.S.
wheat prices. The combination of much
larger world supplies and a weak world
market has reduced wheat prices
enough to move large quantities of
wheat into the U.S. feed market, where
wheat must compete with cornand other
feed ingredients.



Wheat by Class

HRW Exports Languish

Slow HRW export sales and the increased competition HRS faces from HRW
are concentrating most of the forecast stock buildup in hard wheat. White
wheat stocks are forecast up sharply, but SRW stocks may be mostly liqui-

dated at low prices.

HRW Production Up 500 Million,
Exports Unmoved

Pushed by record Kansas production,
HRW in 1990 increased 500 million
bushels to 1.2 billion, an impressive
comeback from the 1989 freeze-and-
drought- damaged ¢rop. Total supplies
however, almost matched the 1.4 billion
bushels of 1988/89, a year of tightening
supplies and increasing prices.

Through the end of October, HRW ex-
port shipments were down from the
year-earlier depressed level. Especially
notable is the lack of outstanding sales
to the Soviet Union and loss of the Iraq
market. With two of the three largest
HRW customers out of the U.S. market,
itis hardly surprising that HRW exports
are lackluster. However, HRW exports
are forecast to increase as the marketing
year progresses, finishing slightly ahead
of last year.

Domestic use of HRW is forecast up
over 40 percent, with some of the in-
crease in food use, but most in the feed
and residual category. Attractive cattle
prices, relative to wheat and competing

Table 2--HRW supply and demand

Item 1988/89 1989/90  1990/91F
Area Million acres
Planted 34.6 37.5 38.4
_Harvested 26.8 26.1 33.0
Yield,bu./acre 32.9 27.2 371

sugply Million bu.
roduction 882 712 1,211
Begin stocks 567 302 215

Tot. supply 1,449 1,014 1,426
Use
Food 323 288
Seed 44 44
Residual 140 107
Tot. domestic 507 439 625
Exports 639 360 380
Total use 1,146 799 1,005
Ending stocks 302 215 421

F=forecast.

feeds, encourage HRW feeding in the
Southern Plains. Despite a forecast in-
crease in domestic use of almost 200
million bushels, HRW ending stocks are
forecast up over 200 million, to 421
million bushels.

HRS Use Forecast Down

HRS production reached a record 556
million bushels in 1990, but lower be-
ginning stocks left total supply up only
55 million bushels. However, with in-
creased competition from HRW, use is
forecast to decline. Exports are forecast
down 100 million bushels from the
year-earlier record. With relatively few
cattle in the Northern Plains and low
prices for feed barley and oats, in-
creased domestic use is limited. Ending
stocks of HRS are forecast up over 100
million bushels, to 273 million.

The October mid-month HRS farm
price in North Dakota was only $2.25
per bushel, well below the national av-
erage. Faced with lower prices, an in-
creased ARP, flexible acres, and the
opportunity to plant minor oilseeds on
flexible acres, the stage is set for sharply
lower HRS area planted in 1991.

Table 3--HRS supply and demand

Item 1988789 1989790 1990/91F
Area Million acres
Planted 13.0 16.5 16.2
_Harvested 10.1 15. 15.8
Yield,bu./acre 17.9 27.3 32.5
Sugply ) Million bu,
roduction 181 433 556
Begin stocks 402 219 155
Imports 7 7 &
Tot. supply 590 660 715
Use
Food 155 200
Seed 23 22
Residual -2 3
Tot. domestic 176 225 264
Exports 195 280 180
Total use 371 505 444
Ending stocks 219 155 273

F=forecast.

SRW Supply and Demand Stable,
Prices Sharply Lower

SRW production is estimated down
slightly in 1990, with lower yields off-
setting increased area. Supply and use
are forecast to be largely in balance with
almost no stock build-up. However, ex-
ports are forecast down 60 million bush-
els, with more SRW being used for feed.
In many areas, farmer returns for SRW
production are unattractive when their
wheat must be priced as a feed grain.
Since 1990 yields were disappointing
for some SRW farmers, and given that
a larger portion of SRW producers do
not participate in the wheat program, it
is likely that SRW area planted for 1991
will decline sharply.

Table 4--SRW supply and demand

Item 1988/89 1989790 1990/91F
Area Million acres
Planted 10.9 13.4 14.0
Harvested 9.6 12.0 12.6
Yield, bu./acre 49.3 45.7 43.0
Sugply Million bu.
roduction 473 548 543
Begin stocks 75 39 32
Tot. supply 547 587 574
Use
Food 140 140
Seed 22 24
Residual 31 47
Tot. domestic 193 211 250
Exports 315 345 285
Total use 508 556 535
Ending stocks 39 32 39

F=forecast.
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White Wheat Price Plummets

In 1989, white wheat maintained strong
price premiums for much of the year
compared to other wheat classes. In
1990 those price premiums have evap-
orated, adding to the decline in the over-
all price of wheat. In October 1989,
Washington farmers received $0.33 per
bushel over the U.S. average for winter
wheat. In 1990, the mid-month October
price was $0.05 higher than the U.S.
average.

White wheat production increased
about 60 million bushels in 1990, up 20
percent, slightly less than the 25 percent
increase for all wheat. However, use is
forecast little changed, putting all the
production increase into larger ending
stocks. Increased production in South
Asia and talk of India exporting wheat
have dampened the white wheat price
outlook.
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Table 5-~Hh1te wheat supply and demand

......................................

ltem 1988/89 1989/90 1990/91F

Area Hxll\on acres ’

Planted 4.0 R ' 5.2

Harvested 3.8 4.5 5.0
Yield bu./acre 61.1 55.8 62.7
Su Million bu.

gpoductlon 232 251 312

Begin stocks 135 81 85
- Imports 4 3 8

Tot. supply 370 335 405
Use

Food 45 50

Seed 8 ]

Residual -13 1

Tot. domestic 40 57 76
Exports 250 193 180
Total use 290 250 . 256
Ending stocks 81 85 L1149
F=forecast.

Durum Production Up,

Use Little Changed

Durum production increased 30 million
bushels, reaching 122 million bushels in
1990, the largest since 1982. Use is
forecast to about match last year, witha
slight decline in exports offset. by an
increase in domestic use.

Prices have declined in response to the.
increased U.S. and Canadian produc-
tion. Stocks are forecast to increase to
65- million bushels, equal to over 6

‘months of total use. Durum grain im-

ports were less in the first quarter of
1990/91 than they were a year earlier,

-but durem -product imports were up

slightly. The wheat equivalent of total
duram imports .is forecast to decline

- slightly in 1990/91.

-

Table 6--Durum supply and demand

Item 1988789 1989/90 1990/90F
Area Million acre
Planted . 3.3 3.8 3.6
_Harvested 2.8 3.7 3.5
Yield bu./acre 15.7 25.1 34.8
Sugply Million bu.
roduction 45 92 122
Begin stocks 83 60 50
Imports 12 13 11
Tot. supply 139 165 . . 183
Use
Food. 52 53
Seed’ 6 ‘5
Residual 1 2
Tot. domestic 59 60 68
Exports’ 20 55 50
Total use 79 115 118
Ending stocks 60 50 . 65

F=forecast. !
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Government Intervention in the Wheat Marketing Systems

_ .of the United States, EC, Canada, and Australia

by Stephanie Mercier and Joy Harwood*

- Abstract: The marketing systems for U.S., Canadian, EC, and Australian wheat,

-and the forms that government intervention takes in each of these systems are
examined. ‘Under current policies, the U.S. Government intervenes and assist ex-

. ports in order for producers to support income (direct payments) and prices (gov-
ernment stockholding). In Canada and Australia, government intervention con-
sists of price supports and for Canadian producers, transportation subsidies. in

- the EC, an integrated agricultural policy system supports producer prices and
maintains high barriers against imports.

Keywords: government intervention, wheat marketing system, wheat marketing
boards, price supports, CAP, wheat exports.

Introduction

International concern has arisen over
the variability of wheat export prices.
" Between-year price instability among
major export crops has doubled since
1970 (Blandford 1983). How do vari-
ous governments seek to protect their
producers from at least the downward
effects of such fluctuations? Policies
include income and price support, vari-
able levies, transportation and export
subsidies, and wheat marketing board
operations. These policies differ in
three major ways: 1) how much pro-
ducers are insulated from market price
fluctuation, 2) how stocks are handled,
and 3) how much distortion these poli-
cies create in the wheat market.

Over the last 15 years, wheat export
prices have varied widely. For exam-
ple, the Gulf f.0.b. price for No. 2 Hard
Red Winter wheat has fluctuated from
just over $95 per metric ton to nearly
$190 per metric ton (fig. A-1). Re-
ported export prices (in U.S. dollars) for
wheat varieties from other countries
have exhibited -similar fluctuations.
These range between $222 and $107 per
metric ton for No. 1 Canadian Western
Red Spring wheat and between $193
and $104 per metric ton for Australian
standard white wheat. Wheat producers
in these three countries have experi-
enced a standard deviation from the
mean quarterly export price of $20 or
more over this period.

*ERS economists

Forms of Government
Intervention

In the absence of government interven-
tion, market price fluctuations are nor-
mally determined by supply and de-
mand conditions such as income, prices
of competing goods, resource produc-
tivity changes and marketing infrastruc-
ture, and weather. However, most
countries engaged in commodity trade
protect their producers through various
support mechanisms that, while often
designed to support domestic prices,
often contribute to increased world
price instability.

The EC’s Common Agricultural Policy
(CAP)is an example of a policy system
designed to support domestic produc-
ers, which results in increased world
price instability. EC wheat producers
have become a large force in the wheat
market, having gone from being a net
importer in 1960 to net exports of 17
million tons in 1989. This movement
can be largely attributed to CAP protec-
tion.

United States

U.S. agricultural commodity programs
have many objectives, including pro-
viding a safety net for farm income and
boosting U.S. agricultural exports. A
target price/loan rate system for the
major grain crops is designed to provide
the safety net. Annual acreage reduc-
tion program (ARP) requirements were
designed to reduce overproduction.

Farm prices are supported by allowing
farmers the option to forfeit their crop
to the government if they cannot receive
a better price from the marketplace.
They have also been able to use their
crops as collateral for loans from the
Government and receive storage pay-
ments for crops placed under loan on
extended period under the Farmer-
Owned Reserve (FOR). The effort to
expand U.S. farm exports has been ap-
proached with several programs. The
most important program is the Export
Enhancement Program (EEP). Seventy
percent of all EEP bonuses between
1985-89 were devoted to wheat or flour
exports.

The farm income support mechanism in
the United States has many parameters
set by law before crops are planted each
year. These provisions include the tar-
get price and loan rate for each crop, and
the required acreage reduction percent-
age for payment eligibility. The extent
of the support provided to producers,
however, is partially determined by pre-
vailing market and weather conditions.
If producers comply, they are guaran-
teed to receive the deficiency payment
rate times program production (pro-
gram yield times permitted plantings)
for that crop. In addition, they receive
market receipts the crop generates.
Thus, while parts of the commodity pro-
gram are fixed by law, the full impact of
government support also depends on
many other factors.

Despite the huge government presence
in determining producer returns, limit-
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Figure A-1

Gulf f.o.b. hard red winter wheat price, 1975-89

$/metric ton
200

180

160

140

120

100

NS R TP T

80 Lol "
1975 77

ing overproduction, and encouraging
exports, the wheat marketing system in
‘the United States is primarily acommer-
cial system. Wheat not put under loan
is purchased from farmers by private or
farmer cooperative country elevators,
and moves through the marketing chan-
nel to domestic millers or export termi-
nals as demand dictates. Some influ-
ence is exerted on prices by the
Government in its disposal of CCC
stocks. Exports are handled by multi-
national grain trading firms or coopera-
tives. EEP bonuses for sales to targeted
countries in the form of generic certifi-
cates are paid to these traders. Studies
have shown that farm level prices are
higher as a result of the EEP (Bailey
1989; Haley 1989). Certain countries
are also eligible tobuy wheat with credit
guaranteed by government programs,
such as GSM-102 and GSM-103,

- though the credit itself is provided by

" commercial banks. Market price rules
the domestic marketing system, though
U.S. producers respond to a combina-
tion of market price and program incen-
tives in making production and market-
ing decisions. Exporters respond to
both domestic and world prices, with
EEP bonuses allowing them to meet
export competitors in targeted markets.
Market promotion and development are
handled for the most part by private
companies, although often it is govern-
ment-financed.
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Canada and Australia

The grain marketing systems in Canada
and Australia, through the operation of
their respective Wheat Marketing
Boards, are quite different from the sys-
tem in the United States. The respective
Board objectives, however, are ostensi-
bly the same, aimed at maximizing,
while supporting, returns to producers.
The wheat marketing systems in these
two countries are more focused on ex-
port, as between 75-85 percent of wheat
produced in each nation is exported.
This contrasts to U.S. wheat exports,
which constitute less than 60 percent of
total production.

The Australian and Canadian govern-
ments made deliberate decisions in the
1940’s to intervene directly in the mar-
keting and pricing of wheat. The objec-
tives were to maximize and support pro-
ducer returns. Every year, the Boards
announce preliminary payment levels
for producers when the wheat is deliv-
ered to local elevators. Farmers receive
further payments from the Board if the
pool revenue, net of operational ex-
penses, leaves a surplus.

The activity of the Boards and govern-
mental establishment of minimum
prices are the most important institu-
tional intervention mechanisms in the
wheat markets of both countries. In
Canada, the Canadian Wheat Board
(CWB) is quasi-governmental, while in
Australia the Board is a private agency
with statutory authority to export wheat

that was granted by the government. In
the past, nearly all wheat produced has
been delivered to the Boards, which
then market the wheat in accordance
with their aims.

Wheat for export moves through chan-

- nels controlled by the marketing boards,

although the elevators and transporta-
tion systems are owned privately or by
the States in Australia. Export credits
of varying duration are granted by both
Boards. The amount of wheat Canadian
producers can deliver is limited by quo-
tas to ensure fair access to the market.
The Australian Wheat Board (AWB) is
required to accept all wheat delivered,
or reimburse producers for the cost of
on-farm storage. In both cases, the
Boards have at least initial control over
all exported wheat, though both coun-
tries often arrange sales with the inter-
mediation of large private grain-han-
dling companies. Canada also controls
wheat sold in domestic channels for
milling, although free market sales are
made for feed uses. The deregulation of
the Australian domestic market in July
1989 gave private traders access to all
domestically traded wheat. Prior to that
time, domestic wheat could be sold pri-
vately only for feed uses. Marketdevel-
opment is the exclusive purview of the
marketing boards.

Canada has several other agricultural
support programs, most notably the
Western Grain Transportation Act
(WGTA) (CROW rates until 1984) for
Western grain and oilseed producers.




Canada also has income protection for
grain producers via the Western Grain
Stabilization Act (WGSP) for Western
wheat producers. Outside that region,
the Agricultural Stabilization Act sup-

ports wheat producers. Prior to August -

1988, Canada also supported domestic
wheat prices by establishing ceiling and
floor prices for wheat sold to millers,
though export price was allowed to vary
with the world price. During the transi-
tion period between August 1988 and
the newest procedure, domestic wheat
price was adjusted more frequently to
keep in line with world price move-
ments. Beginning October 1, 1990, do-
mestic wheat prices follow a North
American daily pricing system, with the
red spring wheat price established off
the Minneapolis market and the soft
white spring wheat price established off
the Chicago market. The Australian
government has few explicit agricul-
tural support programs for wheat.

' The European Community

Over the years the EC has implemented
a support system, the CAP, which has
been extremely generous 10 producers.
It has permitted the EC to move from
being a major net importer to producing
large exportable surpluses of many
commodities, including wheat. The
CAP of the EC provides a support price
for domestic cereals producers that is
higher than world market prices if their
crop meets specified quality standards.
The Community is required to purchase
all grain offered to it during the inter-
vention period.

Intervention, target, and threshold
prices support the structure of the CAP.
The intervention price provides a floor
below which, in theory, market prices
should not fall. It is the price at which
intervention agencies are obliged to buy
grain and is set relative to market con-
ditions in Ormes, France, the largest EC
grain surplus area. The target price, the
designated average market price, is set
for grains at Duisburg, West Germany,
the main deficit area. The target price
is obtained by adding the cost of trans-
port from Ormes to Duisburg and a
“market element” to the intervention
price. ‘

The threshold price 1s set so that im-
ported grain cannot be sold in Duisburg,
West Germany, the EC’s most grain-

deficitarea, for less than the target price.
When world prices are below the thresh-
old price, a variable levy is imposed that
equals the difference between the third-
country offer price (normally the lowest
c.if. price at which grain can be im-
ported into any EC port) and the thresh-
old price. The threshold price equals
the target price after transport, handling,
and other delivery costs to Duisburg are
included.

Because of the EC’s system of target,
threshold, and intervention prices, aver-
age market prices are generally well
above world prices. Export restitutions
equal to the difference between the EC
market price and the world price are
used to export wheat to foreign markets.
Restitutions are normally fixed weekly
by the EC’s cereals management com-
mittee.

The EC uses two methods to establish
export restitutions. Most exports are
covered by “refund tenders.” Traders
submit applications for refunds on spe-
cific quantities exported to specific
markets. If these requests are in line
with world market prices, the EC fixes
amaximum refund at a level sufficiently

* high to cover the requests. The exporter

receives an export certificate indicating
the refund, and exports must take place
within the certificate’s period of valid-
ity.

The second method used to assist ex-
ports is the “ordinary” restitution. The
level of the ordinary refund is published
regularly. These refunds are designated
for particular destinations and are most
often used for stable, predictable mar-
kets such as Switzerland.

The EC has sought to control its domes-
tic surpluses by introducing the stabi-
lizer program. This program consists of
automatic cuts for grain support prices.
It is triggered when production exceeds
a “maximum guaranteed quantity”
(MGQ) of 160 million tons for wheat
and coarse grains, for the 1988/89
through 1991/92 marketing years. At
the start of each marketing year, produc-
ers are now charged an additional “co-
responsibility levy,” or tax of 1.5 per-
cent on all off-farm sales. This charge

"is in addition to the basic 3 percent levy

producers have paid since 1985. Also,

* if the MGQ is exceeded, there is a re-

duction in the intervention price. If

grain production is estimated by the
Commission at less than the ceiling, the
new levy will be fully refunded. If pro-
duction exceeds the ceiling by less than
3 percent, the levy will be partially re-
funded. In 1988/89, EC cereal produc-
tion exceeded the MGQ by 1.6 percent,
so nearly half of the additional co-re-
sponsibility levy collected was re-
funded. Price cuts due to this new levy
have not yet significantly affected the
large EC grain surpluses, because the
price cuts have been offset to some ex-
tent by changes in the payment delay
period for grains sold into intervention
and currency adjustments.

Much of the wheat produced in the EC
comes from four countries: France,
West Germany, Italy, and the United
Kingdom. Since 1970, these countries
have held at least an 80 percent share of
total EC wheat production. The internal
EC market is dominated by the high
consumer prices and low carryover
stocks relative to levels in other major
exporting countries, but the marketing
system is controlled primarily by large
producer-owned cooperatives. Li-
censed elevators deal with agencies in
each country to handle intervention pur-
chasing. Many of the same multi-na-
tional grain traders who handle wheat
exports in the United States also are
major players in exports from the EC.

Price Insulation Mechanisms

Governments in the major wheat ex-
porting countries, by means of various
policies, attempt to support the level of
returns for wheat produced. In the
United States that return (a minimum of
loan rate plus deficiency payment for
program production) is contingent upon
program participation. A similar result
has occurred in Canada (at least for
quota production) and Australia with
their initial payment systems, although
Australia dropped this aspect in 1988.
Thus, price variability is largely trun-
cated at the low end so that producers
are somewhat protected from exireme
down-swings in the world price, but can

‘benefit from extreme up-swings. Prices

are stabilized within-year and fall be-
tween-year only when administered
prices drop.

- U.S. producers also have received disas-

ter assistance payments (Canadian pro-
ducers since 1988) and crop insurance
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payments when severe droughts occur.
Consequently, they have been insulated
to some extent from yield shock. Aus-
tralian and Canadian producers receive
additional pool payments when high
world prices create export revenue, net
of operating expenses and the first pay-
ment. :

Price variability in the EC also is quite
limited because of the insulation that the
CAP erects against world price move-
ments, although some price variability
exists within the EC. Low world prices
have no impact because cheap imports
are barred from entry, and producers are
guaranteed to receive at least the buy-in
price. Some producers are further cush-
ioned from the impact of price move-
ments by the so-called agri-monetary
system. The relevant administered
prices (target, intervention, and thresh-
old) are established by the EC Agricul-
tural Commission and denominated in
European currency units, acombination
of EC member currencies. These prices
are then translated into national cur-
rency values by using special agricul-
tural exchange rates called “green” rates
that differ from market exchange rates
for all EC countries except Denmark.
In Denmark, the green rate is the same
as the market exchange raie.

Prices are equalized at national borders
in both intra-EC and extra-EC trade by
a system of border taxes and subsidies.
There are taxes for countries with appre-
ciating currencies or subsidies for coun-
tries with depreciating currencies. The
taxes and subsidies are called monetary
compensatory amounts. The MCA can

be manipulated to partially offset sub-
sidy cuts made because the MGQ is
violated. However, if these monetary
compensatory amounts were not in
place, in theory, farm support rates
‘would be relatively lower in nations
‘with weaker currencies and relatively
higher in nations with stronger curren-
cies.
purpose of the creation of the European
Community.

Stock-holding Behavior

An additional important form of gov-
ermnment intervention is government
stock-holding. In the United States,
price support is accomplished by grain
entering into government-managed
storage, either the non-recourse loan
program or Farmer-Owned Reserve. In
this way, the government assumes the
cost of price risk that would otherwise
fall to producers. A high stocks-to-use
ratio in the United States usually reflects
government acquisition of stocks in a
low-price environment (table A-1).
However, stocks are also accumulated
in private hands. Such behavior sup-
ports prices for domestic producers but
also tends to support world prices. Re-
moving wheat from the market in a sur-
plus situation supports domestic price,
which in turn supports the world price,
especially since the United States is a
major exporter.

On the other hand, in Canada, high stock
levels mean that producer quotas have
been filled and the excess grain is stored
on-farm. At these times, the marketing
system is loaded to capacity and the

Table A1--Annual stocks-to-use ratios, 1975/76-90/91

United States
35.1
65.3
59.4

1975/76
1976/77

1989/90

-
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R
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Note:

Canada Australia EC
48.7 24.2 15.9
72.0 17.5 17.2
57.5 7.3 12.4
69.7 32.7 17.8
50.2 25.7 14.6
39.6 15.6 16.3
41.1 35.0 13.6
37.7 20.1 17.2
33.7 44,7 1.1
33.3 47.6 18.5
36.8 30.8 18.7
45.4 20.0 20.2
23.3 20.5 17.8
27.5 18.3 13.0
28.5 19.2 15.1
58.3 28.7 18.3

Ratio of ending stocks to total disappearance (domestic use plus

exports) for each country’s marketing year.

1 Forecast.
Sources:

Wheat Situation and Outlook Yearbook, WS-288, Feb. 1990, and

World Agricultural Supply and Demand Estimates, HASDE-ZLB, Nov. 8, 1990.
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This would partially defeat the

CWAB is likely seeking to sell wheat at
terminal elevators to make room for
grain moving through the system. Ca-
nadian farmers assume both the cost and
risk of such stock-holding.

In Australia, AWB-licensed bulk han-
dlers are required to accept all wheat
delivered by farmers, so farmers have
no incentive to store grain themselves.
High stock levels are almost entirely
seasonal in nature, and stocks above
pipeline levels are unusual.

Australian stocks-to-use ratios are, as a
rule, considerably lower than those in
the United States and Canada. The av-
erage stocks-to-use ratio of 25.3 percent
in Australia over the last 15 years is
comparable to the current historically
low levels seen in the United States and
Canada. The Australian Wheat Board
does not use its stocks to buffer prices.
The Board is mandated to market the
grain,

The EC acquires stocks through inter-
vention agencies between November 1
and May 31, but in general holds stocks
only long enough to dispose of them to
world market traders. Intervention
stocks of common and durum wheat
have averaged more than 60 percent of
EC ending stocks in recent years. Mill-
ers usually do not carry more than work-
ing stocks because there exists little
scope for speculation in the EC market.
This stockholding activity tends to sta-
bilize prices within EC countries, but
combined with restitutions has over the
past decade helped to drive down world
prices.

Trade-Distorting Support

Participants in the Uruguay Round of
the General Agreement on Tariffs and
Trade (GATT), pledged to seck “sub-
stantial and progressive reductions in
agricultural support and protection” in
the April 1989 Mid-term Review in Ge-
neva. The agricultural negotiations rep-
resent the first effort to treat agricultural
trade the same as other sectors under
GATT rules.

Among internationally-traded com-
modities, wheat ranks among the most
heavily protected, using average Pro-
ducer Subsidy Equivalents (PSE) calcu-
lated for major producers and consum-
ers. A PSE is a measure of government



support for a particular commodity.
Calculation of a country PSE can in-
clude: aggregated direct government
payments; if border measures exist, a
price wedge between domestic and
world prices times quantity produced;
plus other types of subsidies which aid
producers. Producers are siubsidized
most heavily in the major importing
countries of Japan, Taiwan, Brazil, and
South Korea, followed by the United
States, EC, Canada, and Australla (table
A-2).

Of the marketing boatds established in
Canada and Australia, only payments to
producers under pool deficits appear as
producer support. The remainder of the
marketing board system, including the
exercise of market power implicit in its
operation, has not been treated as a sub-
sidizing policy in the past.

Canadian policies that provide the ma-
jority of support to producers are the
Special Canadian Grains Program (for
grain producers outside of the Western
Prairie) and WGSP support program.
Adding the WGTA transportation sub-
sidy, these provided 78 percent of pro-
ducer support in 1986-87. Australian
policies, outside of 1986, provide mini-
mal support and are not of the type
regarded as trade-distorting. In the
United States, support consisting of
wheat deficiency payments and the
price-enhancement provided by the
EEP made up more than 75 percent of
total support in 1986-87. The majority
of EC policies are measured in the PSE
as a single price gap between the world
price and the EC intervention price.

This “trade measures” figure was nearly
‘all of the soft wheat PSE in 1986-87.

Conclusion

_Producers in most major wheat export-
ing countries receive some protection
from fluctuating world prices. How-
ever, the form such protection takes dif-
fers widely. The 'United States makes
direct payments and subsidizes exports,
while Australia and Canada support
producer revenue and operate market-
ing boards to facilitate exports. The EC
heavily supports its domestic producers
through a complex administered price
framework. Treatment of stocks also
differ, though the arrays of policies for
all four exporters somewhat limit price
risk for producers and place it on the
government or the world market, as in
the EC.
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Special Article

Breakeven Prices for Wheat and Competing Crops

by Edward W. Alien*

Abstract: New legislation in 1990 has increased farmers’ program planting op-
tions, making production decisions more dependant on market returns and less
linked to program payments. Prices over the last year have changed signifi-
cantly, with wheat prices falling more than alternative crop prices. An analysis of
farmers costs and returns indicates that planting wheat for harvest in 1931 seems
much less attractive than it did a year ago.

Keywords: planting flexibility, market returns, profitability.

New legislation in 1990 has increased
farmers’ program planting options,
making production decisions more de-
pendant on market returns and less
linked to program payments. Normal
Flexible Acres provisions of the Budget
Reconciliation Act (except for winter
wheat producers in 1991) reduce
farmers’ payment acres by 15 percent.
An additional 10 percent of base can
flex under Optional Flexible acres. The
crop planted on flexible base acres can
be any crop other than fruits and vege-
tables and other crops as designated by
the Secretary. Crop bases are main-
tained as long as an approved crop is
planted or the acreage is placed in con-
serving use.

Eligible winter wheat producers can
elect in 1991 for the reduced payment
acres or can have their deficiency pay-
ments based on a 12 month season av-
erage price (which could result in a de-
ficiency payment rate up to 10
cents/bushel lower). Farmers who do
not participate in the government pro-
gram respond to relative profitability
based on expected market returns, With
1990 flexibilty legislation this is ex-
panded to 15 percent of wheat
participants’ base, with an additional 10
percent alternative, but at the expense of
foregone deficiency payments. Most
wheat farmers are expected to continue
participation in the government pro-
gram. Most winter wheat producers are
expected to elect the 12-month price
rather than normal flexible acres, due to
higher returns (deficiency payments).

*ERS economist
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However, where normal flexible acres
provisions apply, market profitability
becomes an important factor determin-
ing what crop is grown. More specific-
ally, farmers’ expectations of profitabil-
ity at planting time (or at the time they
must be in compliance) will determine
what crop is grown on flexible acres.

A basic measure of profitability per
acre is:

(Price * Yield) - Variable Costs

On a per acre basis, price and yield
determine revenue. Variable costs are
those that can change depending on
what crop is grown.

The profitability of two crops can be
compared by the equation that sets the
profitability equal. When the profits are
the same for the two crops, the farmer is
economically indifferent to which is
planted. For example, for wheat and
barley:

Pw* Yw)- VCw=(Pb * Yb) - VCb

Where Pw = Wheat Price, Yw = Wheat
yield, VCw = the Variable Costs of pro-
ducing Wheat, Pb = Barley Price, Yb=
Barley Yield, and VCb = the Variable
Costs of producing Barley.

Solving the equation for the price of
wheat givesa calculation of a breakeven
wheat price. A wheat price at that level
or higher would be needed to keep area
from moving into barley:

Pw={(Pb* Yb)- VCb+ VCw} / Yw

At planting time, prices and yields are
uncertain, and even variable production

costs can be greater or less than ex-
pected. Farmers’ expectations regard-
ing the variables in the breakeven equa-
tion will determine plantings.

For example, if a farmer expects a 55
bu./acre barley yield, a 32 bu./acre
wheat yield, $50/acre variable cash
costs for barley, $43/acre costs for
wheat, and if the price expected for bar-
ley is $1.60/bu., then the breakeven
wheat price is $2.53/bu. So that price or
higher is needed to make wheat more
attractive than barley. That is:

Pw={(Pb*Yb)- VCb+ VCw}/Yw
2.53 = {(81.60 * 55) - $50 + $43} /32

The equation can be used to generate a
series of breakeven price pairs for wheat
and barley that show where this farmer
will recieve the same return for each
crop. Graphing the price pairs forms a
line. This equation can be a useful tool
for analysis of planted area changes.

Procedure

To study the planting alternatives facing
wheat farmers considering flexible pro-
visions, state level data was used. For
the cost of production, the 1987 state
level data was compared to the 1987
national cost of production, Thatdiffer-
ential was applied to a 1991 national
cost of production projection. Yield ex-
pectations were assumed to be between
average and trend, depending on the
crop and the state, Several breakeven
lines for different competing crops in
different states were calculated.

To illustrate how market prices have
changed the price signals wheat farmers



face, the monthly average prices re-
ceived by farmers in specific states have
been plotted in refation to the breakeven
line in figures B-1-4. Farm prices are
used because they more directly reflect
what farmers face than do futures
prices. However, futures prices would
show much the same relationships.

Results For Wheat

Prices over the last year have changed
significantly, with wheat prices falling
more than alternative crop prices.
Planting wheat for harvest in 1991
seems much less attractive than it did a
year ago.

Oilseed prices have strengthened as
wheat prices have fallen, making oil-
seeds a more attractive planting alterna-
tive. For example, soybeans in Illinois
and sunflowers in North Dakota appear
much more attractive than wheat. In
1988, Illinois farms with wheat base had
over 4 million acres of soybeans. Plot-
ting farm prices on the same graph as the
breakeven line illustrates how much
more attractive it has become to plant
soybeans in Illinois. However, about a
quarter of the wheat acres in Illinois
were double cropped with soybeans.
The two crops, to a certain extent, com-
pliment, not substitute, on a significant
portion of Illinois wheat acreage.
Nonetheless, planting soybeans on flex-
ible wheat base acres in Illinois appears
to be a viable alternative. However, if
the wheat is already planted, the deci-
sion is more difficult.

In North Dakota the spring wheat pro-
ducers face strong incentives to plant
flexible acres to alternatives to HRS.
Durum wheat prices have been some-
what stronger than HRS, making durum
area less vulnerable. The preliminary
October HRS price received by farmers
was $2.25 bu. This is not only well
below the breakeven wheat price for
current sunflower seed prices, but also
significantly below the breakeven
wheat price associated with the sun-
flower seed marketing loan. The incen-
tives to switch to sunflower appear very
strong.

Even barley has become attractive in
North Dakota, when compared to HRS.
North Dakota farms with wheat base
had over 3 million acres of barley base
in 1988. A comparison of com and

Figure B-1

wheat returns in Missouri illustrates the
general attractiveness of coarse grains
when compared to wheat. Missouri
farms with wheat base also had 2 mil-
lion acres of corn base.

Soybean/wheat breakeven prices,

flexible base in lilinois.
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Figure B-~2

Sunflower/wheat breakeven prices,

flexible base in North Dakota.
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Figure B-3 ‘
Barley/wheat breakeven prices,
flexible base in North Dakota
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Figure B-4 - . . . . .

Corn/wheat breakeven prices,

flexible base in Missouri.
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Table B-1 North Dakota Breakeven Assumbtions

Variable Sunflower  HRS Barley
“Assumed Yield 1200 33 55
Production Cost/acre 63 43 50
1991 crops

Table B-2 1llinois and Missouri Breakeven Assumptions

. Itlinois Missouri
Variable Soybeans Wheat Corn Wheat
Assumed Yield 40 7 100 46
Production Cost/acre 57 67 113 60
1991 crops

4.00
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Appendix table 1--Wheat: Marketing year supply, disappearance, area, and price, 1984/85-1990/91

..............................................................................................................................

Item 1984/85 1985/86 1986/87 1987/88 1988/89 1989/90 1990/91
(Estimated) (Projected)

Million acres

Area:

Planted 79.2 75.5 72.0 65.8 65.5 76.6 77.3

Harvested 66.9 64.7 60.7 55.9 53.2 62.2 69.4

Set aside and diverted 18.3 18.8 21 23.9 22.4 9.6 7.0
Acreage reduction 9.1 11.9 15.8 20.2 19.2 6.1 2.2
Diverted 5.6 6.9 3.9 0.0 0.0 0.0 0.0
PIK; 0-92 1/ 3.6 --- 1.3 3.7 3.2 3.5 4.8

Conservation Reserve Program --- --- 0.6 4.2 6.9 8.4 7/ 9.6

National base acreage 94.0 94.0 92.2 91.8 91.7 90.7 90.1

Bushels per acre

Yield/harvested acre 38.8 37.5 34.4 37.7 34.1 32.7 39.6
Million bushels

Supply:

June 1 stocks 1,399 1,425 1,905 1,821 1,261 702 536

Production 2,595 2,424 2,091 2,108 1,812 2,037 2,744

Imports 2/ 9 16 21 16 23 23 23

Total supply 4,003 3,865 4,017 3,945 3,096 2,762 3,303

. Million bushels

Disappearance:

Food 651 674 712 721 715 731 745

Seed 98 93 84 85 103 101 88

Feed and residual 3/ 408 284 401 280 157 160 450

Total domestic 1,157 1,051 1,197 1,086 975 992 1,283
Exports 2/ 1,421 909 999 1,598 1,419 1,233 1,075
Total disappearance 2,578 1,960 2,196 2,684 2,394 2,225 2,358
Million bushels
Ending stocks:

May 31 1,425 1,905 1,821 1,261 702 536 945
Farmer-owned reserve 654 433 463 467 287 144 0
Sgecial program 4/ 3 163 169 0 0 .0 0
cce 1nveqtor{ 5/ 378 602 830 283 190 117 147
OQutstanding loans 6/ 175 678 236 178 19 30 75
Other 215 29 123 333 206 245 723

. $/bushet

Prices:

Received by farmers 3.39 3.08 2.42 2.57 3.72 3.72 2.55-2.75

Loan rate 3.30 3.30 2.40 2.28 2.21 2.06 1.95

Target 4.38 4.38 4.38 4.38 4,23 4.10 4,00

$ million
Value of production 8,757 7,374 5,044 5,497 6,684 7,576 7,408

--- = Not applicable.

1/ PIK - 195?/84-1985/86; 0-92_- 1986/87-1989/90. 2/ Imports and exports include flour and other products
expressed in wheat equivalent. 3/ Residual approximates feed use and includes negligible quantities used
for alcoholic beverages. 4/ Projected amount of free-stock carfroyer in the special producer storage loan
program. 5/ From 1981/82 on, includes 147 million bushels (2 million tons) in Food Security Reserve, .

6/ Projected amount of free-stock carryover under 9-month toan. 7/ Through the 9th sign up, 10.3 million
acres of wheat base have been enrolled in CRP.
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Appendix table 3--Wheat:
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Appendix: table 4--Quarterly Government stock activity for uheat, 1988/89-1990/91

L T L L R L L R L T R L R i e R R

-------------------- 1988/89--------=--mocuona-a (ememmececenccceneeac19BY/90- - e e e ---1990/91---
dune-Aug. Sept -Nov. Dec.-Feb. March- May June-Aug. Sept.-Nov. Dec.-Feb. March-May June-Aug.

S L T T g g g Sy

9-month loans:

Carryin outstanding ) 117.0 108.1 . 931 46.9 19.2 - 48.2 80.4 65.4 30.0
Loans made . 60.1 34,2 10.8 1.7 ©42.6 - 471 17.8 4.2 113.0
Certificate exchange - 5.8 0.7 0.5 0.2 0.0 0.1 0.1 0.0 0.1
Cash redemption 118.2 47.1 55.2 23.1 13.5 14.8 32.7 39.2 22.6
CCC collateral acquired 5.0 1.4 1.3 6.1 0.1 0.0 0.0 0.4 0.0
Reserve conversion 0.0 0.0 0.0 . 0.0 . 0.0 0.0 0.0 .. 0.0 0.0
Carryout outstanding 108.1 93.1 46.9 . 19.2 - 48.2 . 80.4 65.4 30.0 120.3
FOR loans:
Carryin FOR 466.8 391.0 383.4 377.9 287.0 211.4 173.6 153.6 143.9
Reserve conversion 0.0 0.0 . 0.0 0.0 . 0.0 0.0 -0.0 - 0.0 0.0
Cash redemption 0.0 0.5 1.8 68.4 39.6 - 8.7 3.7 . 0.0 0.5
CCC collateral acquired 23.2 3.4 1.8 2.9 24.1 23.2 10.9 3.1 13.7 -
Certificate- exchange 526 3.7 1.9 ©19.6 . 11.9 - 5.9 . 5.4 6.6 10.9
Carryout FOR 391.0 383.4 377.9 --287.0 211.4 173.6 153.6 143.9 118.8
cce owned: : )
Carryin CCC 283.0 250.0 213.0 203.2 190.5 167.9 154.5 136.5 116.6
CCC collateral acquired 28.2 4.8 3.1 - 9.0 24.2 23.2 10.9 3.5 13.7
Certificate exchange 20.2 -23.6 9.0 6.6 - 3.5 42.9 13.5 3.7 1.5
Other-1/ - 41.0 18.2 3.9 15.1 43.3 (6.3) 15.4 19.7 24,2
Carryout CCC 250.0 213.0 203.2 190.5 167.9 154.5 136.5 116.6 104.6

1/ Includes PL480 exchanges for Title II, off-grade sales, domestic programs, section 416 export programs, and residual errors.



Appendix table 5--Wheat: Status of price support loans on specified dates, 1980/81-1990/91

.......................................................................................................................

Crop Total Total ccC Outstanding Farmer-Owned Unencumbered
year stocks inventory CCC loans Reserve 1/ stocks

Million bushels

1980/81: :
Jun. 1 902.0 187.8 99.3 259.9 355.0
Sept.1 2,716.0 202.1 96.7 211.0 2,204.2
Dec. 1 2.092.3 202.9 128.2 210.5 1:550.7
Mar. 1 1,522.8 203.2 114.3 303.8 901.5

1981/82;

Jun. 1 989.1 199.7 54.6 359.6 375.2
Sept.1 3,056.0 195.4 147.0 398.6 2,315.0
Dec. 1 2.338.4 190.6 195.4 4591 11493.3
Mar. 1 1.777.6 190.2 182.2 515.2 890.0
1982/83:
Jun. 1 1,159.4 190.3 112.0 560.4 296.7
Sept. 1 3.229.3 193.3 77.5 63. 2,195.2
Dec. 1 2.642.8 189.7 105.% 986. 19361.2
Mar. 1 2.072.0 184.6 92.5 1,171 677.8

1983/84
Jun. 1 1,515.1 192.0 65.2 1,060.6 197.3
Sept.1 312331 365.0 294.1 824.8 1,749.2
Dec. 1 2.535.7 375.8 396.0 736.6 1,027.3
Mar. 1 1,951.5 313.8 443.9 610.7 583.1

1984/85:

Jun, 1 1,398.6 188.0 379.1 611.2 220.

sept.1 311601 27801 254.9 657.9 1,969.2
pec. 1 2.338.5 359.4 247.2 676.9 1,057.0
Mar. 1 1,800.8 37507 218.4 673.8 532.9

1985/86:

Jun. 1 1,425.2 377.6 175.0 657.1 215.5
Sept.1 3203.5 406.7 493.7 689.5 1,613.%
Dec. 1 2.643.4 517.1 9 3.7 737.7
Mar. 1 2,255.8 3 0.8 633.1 325.6

1986/87:

Jun, 1,905.0 601.7 677.7 596.4 .2
Sept. 1 37156.5 : 455.8 29. 1,277.0
Dec. 1 216735 . 527.6 657.7 .

Mar. 1 2.250.4 . 419.8 662.6 262.7

1987/88:

Jun. 1 1,820.9 830.1 235.6 631.8 123.4
Sept.1 2.976.5 798.8 245.1 597.5 1,335.1
Dec. 1 2.500.% 755.4 383.1 553.4 808.7
Mar. 1 1,92335 4501 293.8 517.9 661.7
1988/89:
Jun. 1 1,260.8 283.0 177.5 466.8 333.5
Sept.1 21253.6 250.0 108.1 391. 1,504.5
Dec. 1 1.715.9 213.0 93.1 381.2 1,028.6
Mar. 1 1,227.7 203. 46.9 . 599.7
1989/90:
Jun. 1 701.6 190.5 19.2 287.0 204.9
Sept. 1 1,917:2 167.9 48.2 2114 1,489.7
pec. 1 19423.7 154.5 80.4 173.6 1,015.2 ,
Mar. 1 943.1 136.5 65.4 153.6 587.6

1990/91:

Jun. 1 536.5 115.0 25.0 145.0 251.5
Sept.1 2,402.0 104.6 120.3 118.8 2,058.3

.......................................................................................................................

1/ Includes any quantity in the special producer storage loan program.

Source: Agricultural Stabilization and Conservation Service, USDA.
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Appendix table 6--Wheat classes: Estimated acreage, yield, and production, 1978-1990

Year Planted Harvesteded Yield Production
acreage acreage

---Million acres--- Bu./acre Million bushels

1978 36.5 28.5 29.1 829.9
1979 38.2 31.3 34.9 1,091.6
1980 40.7 35.8 33.0 1,181.3
1981 43.4 37.9 29.3 1,112.1
1982 43.2 37.0 33.6 1,243.6
1983 41.3 30.2 39.7 1,197.8
1984 43.6 34.1 36.7 1,250.6
1985 42.5 34.5 35.7 1,230.1
1986 39.4 31.5 32.3 1,017.8
1987 36.3 28.6 35.7 1,020.8
1988 34.4 26.8 32.8 881.9
1989 37.5 26.1 27.2 711.9
1990 38.3 32.9 36.8 1,211.0
Hard red spring:
1978 13.5 13.2 28.8 379.7
1979 14.2 14.0 26.3 368.8
1980 16.3 13.6 22.9 311.4
1981 16.1 15.8 29.4 463.8
1982 15.5 15.2 32.4 492.7
1983 11.1 10.7 30.2 322.7
1984 12.0 11.7 34.9 408.8
1985 14.0 13.1 35.1 460.2
1986 14.6 14.1 32.0 451.4
1987 13.3 13.0 33.0 430.6
1988 13.0 10.1 17.9 181.2
1989 16.5 15.9 27.3 433.5
1990 16.2 15.3 36.2 556.2
Durum:
1978 4.1 4.0 33.3 133.3
1979 4.0 3.9 27.4 106.7
1980 5.5 4.8 22.6 108.4
1981 5.8 5.7 32.1 183.0
1982 4.3 4.2 34.7 145.9
1983 2.6 2.5 29.2 73.0
1984 3.3 3.2 32.3 103.4
1985 3.2 3.1 36. 112.5
1986 3.0 2.9 34.0 97.9
1987 3.3 3.3 28.2 92.6
1988 3.3 2.8 15.7 448
1989 3.8 3.7 25.1 92.2
1990 3.6 3.5 34.8 121.7
Soft_red winter:
1978 6.2 5.5 34.3 188.9
1979 8.4 7.6 40.7 309.6
1980 1.7 10.6 41.7 441.8
1981 16.7 15.3 44.3 678.0
1982 17.2 15.8 37.3 588.9
1983 15.6 12.8 39.4 504.2
1984 14.5 12.6 42.2 531.4
1985 10.6 9.1 40.5 368.4
1986 10.1 7.7 38.0 292.5
1987 9.0 7.6 45.9 347.7
1988 10.9 9.6 49.3 472.7
1989 13.4 12.0 45.7 548.0
1990 14.1 12.7 42.9 542.7
White:
1978 5.7 5.3 46.0 243.7
1979 6.6 5.6 46.0 257.4
1980 6.6 6.3 53.7 338.0
1981 6.2 6.0 58.1 348.5
1982 6.0 5.7 51.6 294.0
1983 5.9 5.3 60.8 322.0
1984 5.8 5.3 56.7 300.6
1985 5.3 4.9 51.8 253.9
1986 4.9 4.5 51.6 32.0
1987 3.9 3.5 61.6 215.8
1988 4.0 3.8 61.1 231.6
1989 5.4 4.5 55.8 251.0
1990 5.2 5.0 62.8 312.0

Source: National Agricultural Statistics Service; and Economic Research Service (estimates), USDA.
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Appendix table 7--wheat classes: Marketing year supply and disappearance, 1982/83-1990/91 1/

Year Supply Disappearance Ending

beginning R L L L R L L L LR e e b L Ottt L L R LD EE L e Dl stocks

June 1 Beginning Pro- Total Domestic Exports Total May 31
stocks _duction 2/ use .

1982/83:
Hard winter 538 1,243 1,781 348 679 1,027 754
Hard spring 346 492 842 195 239 434 408
Soft red 60 590 650 251 325 576 74
wWhite 109 294 403 53 207 260 143
burum 106 146 ° 256 61 59 . 120 136
All classes 1,159 2,765 3,932 908 1,509 2,417 1,515
1983/84: ‘ ) N
Hard winter 754 1,198 1,952 503 . 704 1,207 745
Hard spring 408 323 732 198 220 418 314
Soft red 74 504 578 284 220 504 74
White 143 322 465 78 220 298 167
Durum 136 73 212 51 62 113 99
All classes 1,515 2,420 3,938 1,114 1,426 2,540 1,399
1984/85:
Hard winter 745 1,251 1,996 564 715 1,279 717
Hard spring 314 409 727 173 183 356 371
Soft red 74 531 605 289 252 541 64
White 167 301 469 86 210 296 173
burum 99 103 206 45 61 106 100
ALl classes 1,399 2,595 4,002 1,157 1,421 2,578 1,425
1985/86:
Hard winter 717 1,230 1,947 545 393 938 1,009
Hard spring 371 460 841 178 165 343 498
Soft red 64 367 431 204 148 352 79
White 173 254 428 80 150 230 198
burum 100 113 216 42 53 95 121
ALl classes 1,425 2,424 3,864 1,050 909 1,959 1,905
1986/87:
Hard winter 1,009 1,017 2,026 624 429 1,053 973
Hard spring 498 451 957 268 199 467 490
Soft red 79 292 371 180 114 294 77
White 198 232 437 77 175 252 185
burum 121 98 225 49 82 131 95
All classes 1,905 2,091 4,017 1,197 999 2,196 1,821
1987/88 :
Hard winter 973 1,019 1,992 514 911 1,425 567
Hard spring 490 431 925 268 255 523 402
Soft red 77 349 427 192 160 352 75
White 185 216 403 59 210 269 135
Durum 95 93 197 52 62 114 83
ALl classes 1,821 2,108 3,945 1,086 1,598 2,684 1,261
1988/89:
Hard winter 567 882 1,449 507 639 1,146 302
Hard spring 402 181 590 176 195 ‘ 371 219
Soft red 75 473 547 193 315 508 39
White 135 232 370 40 250 290 81
Durum 83 45 139 59 20 79 60
All classes 1,261 1,812 3,096 975 , 1,419 2,3% 702
1989/90 3/:
Hard winter 302 712 1,014 439 360 799 215
Hard spring 219 433 660 225 280 505 155
Soft red 39 548 587 211 345 - 556 32
White 81 251 335 57 193 250 85
Durum 60 92 165 60 55 . 115 50
All classes 702 2,037 2,762 992 1,233 2,225 536
1990/91 &/:
Hard winter 215 1,211 1,426 625 380 - 1,005 - 421
Rard spring 155 556 715 264 180 444 271
Soft red 32 543 574 . 250 285 535 39
White 85 312 405 76 180" - 256 149
Durum 50 122 183 68 50 118 65
All classes 536 2,744 3,303 1,283 1,075 2,358 945

.......................................................................................................................

1/ Data, except production, are approximations and totals may not add because of rounding. Imports and exports
include flour agd groducts in wheat equivalent. 2/ Total supply includes imports. 3/ Est?mateg? 4/ Projected.
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Appendix table 8--U.S. wheat exports: Grain, flour, and products, by month, 1980/81-1990/91

Thousand bushels 1/
Wheat (grain only)

1980/81 96,193 123,598 141,415 137,325 116,948 112,199 132,048 129,981 124,397 128,770 127,652 78,030 1,448,558
1981/82 124,521 138,168 145,428 194,148 156,993 127,495 137,757 124,163 138,719 159,078 148,181 116,496 1,711,147
1982/83 156,914 117,914 124,336 130,992 98,520 94,638 88,457 143,141 146,594 131,134 112,451 96,235 1,441,326
1983/84 113,506 116,701 87,823 119,263 114,810 102,880 128,887 118,357 111,096 118,713 97,132 112,813 1,341,980
1984/85 105,344 133,276 146,187 242,731 137,298 97,283 131,941 106,430 85,493 57,969 67,811 . 1,368,352
1985/86 84,264 63,8 86,863 72,210 ,649 82,384 ’ 70,079 70,869 66,236 56,437 46,216 846,936
1986/87 79,497 104,677 114,853 98,234 , 769 59,182 53,837 65,047 67,764 65,529 65,426 64, 923,419
1987/88 119,769 157,706 112,758 119,945 101,680 . 113,609 140,228 143,959 149, 152,830 147,667 1,530,462
1988/89 121,842 111,498 107,562 127,564 93,153 93,30 100,149 115,846 127,165 141,8 115,899 91,579 1,347,393
1989/90 90,808 137,971 131,989 150,700 89,343 ' 81,816 78,345 87,655 104,914 84,611 71,649 1,178,466
1990/91 88,274 80,840 92,682 105,985 )
Flour (grain equivalent) 2/
1980/81 4,230 2,082 5,057 3,774 2,785 2,165 1,739 2,658 5,217 6,353 7,347 4,803 48,209
1981/82 5,794 2,779 3,438 2,496 668 411 902 1,767 8,068 5,775 6,955 5,983 45,036
1982783 4,577 1,364 3,488 2,508 3,904 2,483 999 3,998 8,865 6,532 10,530 7,521 56,769
1983/84 9,611 8,198 7,849 8,801 8,473 3,504 1,245 2,330 2,344 7,066 7,306 8,148 74,875
1984/85 6,614 4,105 1,166 1,596 3,242 633 941 392 6,297 5,148 6,335 4,020 40,489
1985/86 3,640 2,638 1,638 1,038 1,289 2,902 6,680 3,174 5,521 5,157 6,411 2,381 42,469
1986/87 5,104 4,795 6,675 4,731 5,999 2,332 6,664 6,681 3,676 6,173 6,722 6,365 65,918
1987/88 5,450 6,816 4,749 3,999 3,418 6,746 4,316 6,934 2,556 10,776 2,463 2,520 60,743
1988/89 7,036 6,400 6,002 2,402 7,908 3,368 6,086 4,178 6,515 6,841 6,540 5,214 68,490
1989/90 907 1,897 5,775 8,915 3,579 6,817 3,606 4,943 3,124 4,466 6,132 3,289 53,450
1990/91 1,139 2,244 2,785 2,865 .
wheat products (grain equivalent) 3/
1980/81 912 1,222 711 1,849 1,284 1,005 1,230 890 1,010 1,114 4,433 1,406 17,067
1981/82 1,827 1,150 1,009 1,037 1,171 1,406 572 1,211 1,875 351 2,246 692 14,547
1982/83 971 465 1,073 984 529 2,604 472 796 492 586 630 935 10,537
1983/84 632 1,075 1,300 578 502 904 1,346 600 939 780 363 503 9,523
1984/85 77 670 587 1,076 429 497 824 1,831 935 916 1,956 2,164 12,600
1985/86 1,984 2,472 1,256 2,097 1,683 1,476 1,543 1,449 1,172 1,103 1,590 1,903 19,727
1986/87 1,052 1,563 685 1,149 896 371 723 670 611 447 542 463 9,173
1987/88 447 751 549 234 364 201 743 423 277 551 1,133 251 6,624
1988789 421 424 449 490 673 154 564 20 20 59 30 25 3,328
1989/90 31 33 457 74 463 72 78 b4 44 50 45 32 1,422
1990791 50 41 65 464
Total wheat, flour, and products
1980/81 101,335 126,902 147,183 142,949 121,017 115,369 135,017 133,529 130,624 136,238 139,432 84,239 1,513,834
1981/82 132,142 142,097 149,875 197,681 158,832 129,312 139,237 127,141 148,662 165,204 157,382 123,171 1,770,730
1982/83 162,462 119,743 128,897 134,485 102,952 99,726 89,928 147,935 155,950 138,252 123,611 104,691 1,508,632
1983/84 123,750 125,974 96, 128, 123,785 107,288 131,479 121,287 114,378 126,559 104,801 121,464 1,426,378
1984/85 112,675 138,051 147,940 245,403 140,968 98,414 133,705 108,653 92,725 64,033 76,102 62,771 1,621,442
1985786 89,888 68,986 89, 75,3 88,622 86,763 70,075 74,703 77,562 72,495 64,438 50,499 909,131
1986/87 85,654 111,036 122,214 104,114 91,665 61,884 61,224 72,398 72,052 72,148 72,690 71,431 998,511
1987/88 125,666 165,273 118,057 124,178 105,462 78,813 118,668 147,585 146,793 160,472 156,426 150,437 1,597,829
1988/89 129,299 118,322 114,013 130,455 101,735 96,831 106,798 120,044 133,700 148,727 122,469 96,818 1,619,211
1989/90 91,747 139,901 138,221 159,688 93,385 75,553 85,499 83,331 90,822 109,430 90,788 74,970 1,233,335
1990/91 89,462 83,125 95,533 109,315

1/ Totals may not add because of independent rounding. 2/ Includes meal and groats, and durum. 3/ Includes macaroni, rolled wheat, and bulgar.

Sources: U.S. Bureau of the Census.
USDA/ERS calculations.
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Appendix table 9--U.S. Wheat exports: By selected programs

P.L. 480, CCC export

Export credit, and EEP exports
CCC export enhancement divided by total

Fiscal Section Aid Total credit program Total U.S. exports (%)
year P.L. 480 416 i/ Concessional 2/ / wheat exports 4/

------------------------------------------ 1,000 metric tons----------=eccmmccaccaccccocmnnrrraonaonnn Percent
1978/79 3,234 0 7 3,241 2,684 0 31,340 19
1979/80 2,785 0 44 2,829 1,945 0 36,066 13
1980/81 2,537 0 4 2,541 3,261 0 42,246 14
1981/82 2,978 0 . 0 2,978 3,725 0 44,607 15
1982/83 3,340 0 123 3,463 8,597 0 36,701 33
1983/84 3,442 0 0 3,442 11,406 0 41,699 36
1984/85 4,392 0 74 4,466 8,221 0 28,524 44
1985/86 4,685 76 513 5,274 7,740 4,800 24,626 59
1986/87 3,927 406 1 4,334 8,125 12,350 28,204 68
1987/88 3,321 1,186 292 4,799 9,273 25,100 40,523 78
1988/89 5/ 3,020 138 806 3,964 9,500 17,700 37,774 69
1989/90 6/ 3,400 0 20 3,420 7,600 12,200 27,999 NA

...........................................................................................................................................................

1/ shipment mostly under the Commodity Import Program, financed with foreign aid funds. 2/ Source: FAS/USDA. 3/ Unofficial estimates
of shipments compiled from EEP press releases. 4/ Adjusted for overlap between CCC export credit and EEP shipments. 5/ Preliminary.
6/ Unofficial estimates. NA = Not available.

Contact: Mark Smith, Karen Ackerman, or Ann Fleming (202) 219-0820.



Appendix table 10--Wheat and flour price relationships at milling centers, annual and by periods, -1982/83-1990/91

At Kansas City At Minneapolis
Wholesale price of Wholesale price of
Cost Of --=---crmmmmocm e cccccmcecceiiiea o Cost of =-------cecocommmmmmmmeeceemmeo oo
wheat to Bakery Byprod- - Total products wheat to Bakery Byprod- Total products
Year produce flour ucts  seeeeo-eo--o---o-- produce flour Ucts  ce-es--seememe--o--
and 100 ib. Ber obtained Over 100 b, er obtained Over
period of flour 100 lb. 100 lb. Actual cost of of flour 100 lb. 100 lb. Actual cost of
1/ 2/ flour 3/ wheat 1/ 2/ flour 3/ wheat
Dollars
1982/83:
June-Sept. 9.24 10.14 1.39 11.53 2.29 9.31 10.43 1.25 11.68 2.3
Oct.-Dec. 9.22 10.06 1.58 11.64 2.42 9.22 10.43 1.29 11.72 2.50
Jan.-Mar, 9.60 10.40 1.47 11.87 2.27 9.15 10.41 1.10 11.51 2.3
Apr.-May Q.77 10.26 1.65 11.91 . 2.14 10.11 10.88 1.40 12.28 2.1
Mkt. year 9.46 10.22 1.52 11.74 2.28 9.45 10.54 1.26 11.80 2.35
1983/84:
June-Sept. 9.54 10.36 1.72 12.08 2.54 9.97 11.17 1.47 12.64 2.67
Oct.-Dec. 9.48 10.00 2.16 12.16 2.68 9.76 10.79 1.90 12.69 2.93
Jan.-Mar, 9.22 9.52 1.83 11.35 2.13 9.56 10.28 1.49 11.77 2.21
Apr.-May 9.57 10.06 1.62 11.17 2.11 10.08 10.74 1.49 12.23 .15
Mkt. year 9.45 9.99 1.83 11.69 2.37 9.80 10.75 1.59 12.34 2.54
1984/85: .
June-Sept. 9.21 9.78 1.47 11.26 2.05 9.64 10.31 1.21 11.52 1.89
Oct.-Dec. 9.05 9.85 1.47 11.32 2.27 9.16 10.56 1.11 11.67 2.50
Jan.-Mar. 8.77 9.90 1.16 11.06 2.29 9.09 11.27 0.83 12.11 3.01
Apr.-May 8.62 9.58 1.16 10.74 2.12 9.34 11.22 0.88 12.1 2.77
Mkt. year 8.96 9.78 1.32 11.09 2.13 9.27 10.84 1.01 11.85 2.58
1985/86:
June-Sept. 7.99 8.94 1.10 10.04 2.05 8.60 10.96 0.77 11.73 3.13
Oct.-Dec. 8.37 9.07 1.38 10.45 2.08 9.24 11.65 1.09 12.70 3.50
Jan.-Mar. . 8.37 9.38 1.10 10.48 2.1 9.02 11.95 0.83 12.78 3.76
Apr.-May 8.38 9.73 1.21 10.94 2.56 9.35 11.05 0.95 12.00 2.65
Mkt. year 8.28 9.28 1.19 10.47 2.20 9.05 11.39 0.90 12.29 3.25
1986/87:
June-Aug. 6.19 7.90 0.79 8.69 2.50 6.86 9.70 0.62 10.32 3.46
Sept.-Nov. 6.27 8.18 0.85 9.03 2.76 6.78 9.52 0.64 10.16 3.38
Dec.-Feb. 6.70 7.97 0.99 8.96 2.26 7.03 8.55 0.66 9.21 2.18
Mar.-May 7.00 8.18 0.74 8.92 1.92 7.30 9.10 0.58 9.68 2.38
Mkt. year 6.54 8.06 0.84 8.90 2.36 7.00 9.22 0.63 9.85 2.85
1987/88:
June-Aug. 6.62 0.72 8.57 1.95 6.80 8.63 0.51 9.14 2.34
Sept.-Nov, 7.04 7.85 1.19 9.04 2.00 7.07 8.98 0.90 9.88 2.81
Dec.-Feb. 7.51 7.97 1.53 9.50 1.99 7.36 9.77 1.18 10.95 3.59
Mar.-May 7.43 .18 1.12 9.30 1.87 7.50 10.17 0.98 11.15 3.65
Mkt. year 7.15 7.96 1.14 9.10 1.95 7.18 9.39 0.89 10.28 3.10
1988/89:
June-Aug. 8.83 9.57 1.57 11.13 2.30 9.72 11.00 1.48 12.48 2.76
Sept.-Nov. 9.34 9.88 1.76 11.64 2.30 9.78 9.80 1.67 11.47 1.69
Dec.-Feb. 9.93 10.37 1.81 12.18 2.24 9.96 10.05 1.70 11.75 1.79
Mar.-May 10,37 11.03. 1.59 12.62 2.25 10.32 10.72 1.62 12.34 2.01
Mkt. year 9.62 10.21 1.68 11.89 2.27 9.94 10.39 1.62 12.01 2.06
1989/90:
June-Aug. 9.86 11.07 1.14 12.21 2.35 9.84 10.63 1.15 11.78 1.94
Sept.-Nov. 9.67 10.33 1.64 11.97 2.30 9.36 9.70 1.51 11.21 1.86
Dec.-Feb. 9.68 10.35 1.58 11.93 2.25 9.50 9.92 1.47 11.38 1.88
Mar.-May 9. 9.90 . 1.43 11.33 2.21 9.22 . 1.31 11.08 1.86
Mkt. year 9.58 10.41 1.45 11.86 2.28 9.48 10.00 1.36 11.36 1.89
1990/91:
June-Aug. 7.46 8.62 1.29 9.91 2.45 8.03 8.85 1.21 1 2.03
Sept. , 6.59 7.50 1.35 8.85 2.27 .48 6.95 1.31 8.26 1.78
Oct. ' 6.52 7.20 1.46 8.66 2.14 6.5 6.85 1.37 1.72

.......................................................................................................................

1/ Based on 73-percent extraction rate, cost of 2.28 bushels: At Kansas City, No. 1 hard winter,
13-percent protein; and at Minneapolis, No. 1 dark northern spring, 14-percent protein. 2/ Quoted as
mid-month bakers’ standard patent at Kansas C1tz and spring standard patent at Minneapolis, bulk basis.
3/ Assumed 50-50 millfeed distribution between bran and shorts or middlings, bulk basis.

Source: Compiled from reports of Agricultural Marketing Service and Department of Labor.
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1/
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Appendix table 11--Wheat farm prices for leading classes and major feed grains in U.S. regions, 1984/85-1990/91
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Appendix table 12--Wheat cash prices for leading classes at major markets, 1984/85-1990/91
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Appendix table 13--Domestic and foreign wheat prices, 1980-1990

.......................................................................................................................

Y United States Foreign

AT ek acmemceccceccecimmicresacecamsameemeeamas mmeeeeeemeemaeeemecsecceccenean
and Farm Kansas Gulf Rotterdam Argentina Canada Australia
month 1/ City 2/ Ports 3/ 4/ 5/ 6/ 7/

$/metric ton

1980 143 159 176 213 203 192 176
1981 142 160 176 210 190 194 175
1982 130 147 161 187 166 165 160
1983 130 145 158 185 138 169 161
1984 127 140 153 180 135 166 153
1985 116 125 137 169 106 173 141
1986 98 107 117 148 88 161 120
1987 91 104 114 141 89 134 115
1988 119 134 146 176 125 177 150
1989 141 160 171 190 151 202 176
1986:
January 116 122 133 178 108 189 140
February 114 121 131 176 102 183 133
March 118 123 136 164 97 189 139
April 122 127 138 172 96 87 137
May 107 125 128 163 90 185 131
June 87 102 107 135 85 169 114
July 80 91 103 128 81 160 104
August 82 91 104 124 80 137 104
September 83 93 104 127 81 133 105
October 83 96 105 131 80 130 108
November 88 98 107 137 79 133 11
December 89 99 109 137 78 133 110
1987:
January 90 100 110 141 82 136 110
February 92 103 114 145 92 138 112
March 91 107 116 140 90 139 115
April 93 107 115 138 88 134 115
May 96 111 120 146 88 136 119
June 88 100 110 144 86 130 "M
July 83 95 106 134 126 107
August 84 97 108 134 84 124 109
September 89 103 114 139 89 130 115
October 92 105 116 139 95 134 118
November 95 105 116 140 95 134 118
December 97 114 126 148 95 142 126
1988:
January 98 118 130 158 94 148 127
February 101 120 132 155 106 151 135
March 100 114 126 149 107 143 131
April 100 115 128 156 108 145 133
May 107 118 130 159 107 152 131
June 121 140 151 191 125 166 158
July 125 139 151 200 161 209 157
August 127 139 151 193 140 206 154
September 133 148 160 190 152 202 160
October 137 152 162 190 147 202 169
November 137 154 165 185 152 202 171
December 140 156 167 189 NQ 206 173
1989:
January 143 162 175 205 NQ 213 179
February 144 161 173 207 NQ 212 178
March 147 166 179 192 NQ 210 183
April 147 164 176 192 NQ 207 179
May 147 167 177 193 NQ 209 182
June 143 161 170 187 156 204 178
July 140 157 168 185 155 204 175
August 136 155 165 181 155 196 170
September 134 153 164 180 149 188 171
October 135 156 165 183 149 190 172
November 136 159 168 183 147 191 174
December 137 161 170 191 149 194 176
1990:
January 136 158 169 193 143 193 175
February 131 151 162 186 137 189 NA
March 129 148 157 178 123 191 NA
April 129 151 162 182 124 179 NA
May 127 143 151 179 122 171 NA
June 112 131 136 171 119 167 NA
July 100 114 125 152 112 148 NA
August 93 105 118 143 95 139 NA
September 89 104 115 142 79 130 NA
NA = Not available.

NQ = No quotes.

1/ Hard ﬁed winter wheat. 2/ No.1, hard winter, ordinary protein, 3/ No. 2, hard winter, ordinary protein,
f.o.b, vessel. 4/ U.S., no. 2 dark northern spring, 14 percent, c.i.f. 5/ f.o.b. Buenos Aires. 6/ No. 1,
Canadian western red spring, 13.5 percent in-store, St. Lawrence. 7/ Australian standard wheat, f.o.b.
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Appendix table 14--Wheat and wheat flour: World trade, production, stocks, and use, 1984/85-1990/91 1/

Exports:
Canada 19.4 16.8 20.8 23.6 13.5 17.0 18.0
Australia 15.8 16.0 14.8 12.2 10.8 10.9 10.5
Argentina 8.0 6.1 4.3 3.8 3.5 6.0 6.8
EC-12 18.5 15.6 16.4 14.8 21.0 21.0 20.5
USSR 0.5 0.5 0.5 0.5 0.5 0.5 1.0
All others 6.7 4.9 5.5 6.7 9.9 7.7 9.5
Total non-U.S. 68.9 60.0 62.3 61.6 59.2 63.1 66.3
U.s. 2/ 38.1 25.0 28.4 43.4 37.6 33.5 29.0
World total 107.0 85.0 90.7 105.0 96.8 96.6 95.3
Imports:
EC-12 3.4 2.8 2.4 2.2 2.5 2.5 3.5
USSR 28.1 15.7 16.0 21.5 15.5 14.0 13.0
Japan 5.6 5.5 5.8 5.7 5.4 5.4 5.4
E. Europe 2.6 3.4 3.7 3.3 2.6 2.1 1.3
China 7.4 6.6 8.5 15.0 15.5 13.0 11.5
All others 59.9 50.9 54.3 57.4 55.3 59.6 60.6
World total 107.0 85.0 90.7 105.0 96.8 96.6 95.3
Production: 3/
Canada 21.2 24.3 31.4 26.0 16.0 24.3 31.0
Australia 18.7 16.2 16.1 12.4 14.1 14.1 15.5
Argentina 13.2 8.5 8.9 8.8 8.4 10.2 12.0
EC-12 83.1 71.6 72.0 71.4 74.7 78.5 81.0
USSR 3/ 68.6 78.1 92.3 83.3 84.4 92.3 108.0
E. Europe 42.1 37.1 39.2 39.9 44.8 44.2 (YA
China 87.8 85.8 90.0 85.8 85.4 90.8 96.0
India 45.5 44,1 47.1 44.3 46.2 54.0 54.0
Atl other foreign 61.1 68.4 76.7 73.1 77.1 72.7 76.6
.S. 70.6 66.0 56. 57.4 49.3 55.4 7.7
World total 511.9 500.1 530.7 502.3 500.3 536.4 593.2
Utilization: 4/
31.4 28.6 32.6 29.6 26.5 27.0 34.9
USSR 5/ 91.2 91.6 102.8 101.5 100.4 103.3 116.0
China 92.2 100.4 101.5 102.8 104.4 104.5 106.1
ALl other foreign 275.3 74, 285.5 296.3 300.1 301.4 309.7
World total 490.1 495.0 522.5 530.2 531.5 536.2 566.7
Stocks, ending: 6/ 164 .4 168.2 176.4 148.5 117.4 117.6 144.0

1/ July-Jdune years. 2/ Includes transshipments through Canadian ports; excludes products other than flour. 3/
Production data include all harvests occurring within the July-June year shown, except that small grain crops from
the early harvesting Northern Hemisphere areas are moved forward: i.e., the Mag 1984 harvests in areas such as
India, North Africa, and southern United States are actually 1nclgded 1n 1984/85 accounting period, which begins
duly i( 1984. 4/ Utilization data are based on an aggregate of differing marketing years. For countries
for which stock data are not available, utilization estimates represent apparent utilization, i.e., they are
inclusive of annual stock level adjustments. 5/ "Bunker weight" basis: not discounted for excess moisture
and foreign material. 6/ Stocks data are based on an aggregate of d1f?er1ng marketing years and should not
be construed as representing world stock levels at a fixed point in time. 7/ Forecasted as of November 1990.

8/ Projected as of November 1990.

Source: MWorld Grain Situation and Outlook, Foreign Agricultural Service, USDA.
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Appendix table 15--Rye: Supply, disappearance, area, and price, 1982/83-19%0/91

Item 1982/83 1983/84  1984/85 1985/86  1986/87 1987/88 1§88/89 198?;90 199%;91
Million acres
Area:
planted 2,533 2,707 2,971 2,543 2,334 2,428 2,374 2,014 1,625
Harvested 677 892 979 708 661 671 595 484 373
Bushels per acre
Yield/harvested acre 28.8 30.3 33.1 28.8 28.8 29.1 24.7 28.2 27.1
Million bushels
SUBP[Y: ) ,
eginning stocks 3.0 5.8 11.2 19.8 21.9 18.6 18.9 10.3 5.6
Production 19.5 27.0 32.4 20.4 19.1 19.5 14.7 13.6 10.1
{mports 3.0 1.6 0.6 2.2 1.0 1.2 0.2 0.0 0.5
Total supply 25.5 34.4 44.2 42.4 41.9 39.3 33.8 24.0 16.2
Disappearance:
Food 3.3 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5
Feed and residual 9.6 11.9 14.4 10.9 13.7 10.6 11.4 9.0 4.2
Seed 4.3 4.7 4.1 3.8 3.7 3.8 3.2 3.0 3.0
Industry 2.3 2.1 2.0 2.1 2.0 2.0 2.0 2.0 2.0
Total domestic 19.5 22.2 24.0 20.3 22.9 19.9 20.1 7.5 12.7
Exports 0.2 1.0 0.4 0.2 0.5 0.5 3.4 0.8 0.5
Total disappearance 19.7 23.2 24.4 20.5 23.4 20.4 23.5 18.3 13.2
Ending stocks 5.8 11.2 19.8 21.9 18.6 18.9 10.3 5.6 3.0
$/bushel
Prices:
Loan rate 2.17 2.25 2.17 2.17 1.63 1.55 1.50 1.40 1.33
Season average price 2.40 2.17 2.08 2.03 1.49 1.63 2.52 2.10 2.10
$1,000
value of production 47,460 60,074 68,828 41,902 29,159 31,641 37,006 27,652 21,206
1/ Preliminary. 2/ Projected.
Appendix table 16--Rye: Production by major States, 1982-90 v
State 1982 1983 1984 1985 19 1987 1988 1989 1990
1,000 bushels ) .
Georgia 1,470 1,470 1,760 2,070 1,785 1,540 1,890 1,610 1,320
Indiana 260 270 336 308 280 162 210 204 124
Michigan 522 600 588 651 713 0 650 825 580
Minnesota 3,300 4,960 6,650 3,300 1,600 1,200 920 1,088 868
Nebraska 1,269 1,265 1,392 1,242 1,035 1,150 1,37 . 600 750
N. Jersey 319 390 261 320 310 232 310 182 144
N. York 341 416 429 420 429 300 - 396 . 480 260
N. Carolina 525 440 550 665 595 600 780 52§ 345
N. Dakota 2,400 4,320 5,400 2,640 4,250 5,115 1,350 1,064 780
ok Lahoma 736 780 704 828 840 360 720 532 342
Pennsylvania 408 578 578 740 630 525 684 576 496
$. Carolina 621 320 546 532 391 528 720 ‘ 644 594
S. Dakota 4,680 8,740 10,800 4,440 4,440 5,040 2,250 3,240 1,870
virginia 364 312 378 312 364 435 560 264 256
1
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Get these timely reports from USDA's W'
Economic Research Service! X

~ Only a phone call away. Toll Free: 1-800-999-6779

Agricultural Outlook. Presents USDA's farm income and food price
forecasts. Emphasizes the short-term outlook, but also presents long-
term analyses of issues ranging from international trade to U.S. land
use. 11issues $26.

Farmline. Concise, fact-filled articles focus on economic conditions fac-
ing farmers, how the agricultural environment is changing, and the
causes and consequences of those changes for farm and rural people.
11issues $12.

Economic Indicators of the Farm Sector. Updates economic trends in
U.S. agriculture. Explores different aspects of income and expenses;

national and State financial summaries, production and efficiency statis-
tics, and costs of production. 5issues $14.

Rural Development Perspectives. Crisp, nontechnical articles on
the results of new rural research and what they mean. 3issues $9.

National Food Review. Offers the latest developments in food prices,
product safety, nutrition programs, consumption patterns, and market-
ing. 4issues $11.

Foreign Agricultural Trade of the United States. Updates the quan-
tity and value of U.S. farm exports and imports, plus price trends.
8issues $25.

The Journal of Agricultural Economics Research. Technical
research in agricultural eccnomics, including econometric models
and statistics focusing on methods employed and results of USDA
economic research. 4issues $8.

Situation and Outlook Reports. These reports provide timely
analyses and forecasts of all major agricultural commodities and
related topics such as finance, farm inputs, land values, and world
and regional developments. Specific titles are listed on the order
form onreverse.

Subscribe to . .,

Rural Conditions and Trends

A new quarterly periodical from USDA's Economic Research Service.

Track rural events on a variety of subjects in this new quarterly periodical: macroeco-
nomic conditions, employment and underemployment, industrial structure, earnings and
income, poverty, and population.

Quick-read text and sharp graphics wili help you get the information you need efficiently
and effectively.

To receive a sample copy of the premier issue, call 1-800-999-6779 toll free.

Complete form on next page



Save by subscribing forupto3years! lyear 2years 3years

Agricultural Outiook ___ %26 $51 $75
Economic Indicators of the Farm Sector %4 $27 $39
Farmline %12 $23 $33
Foreign Agricultural Trade of the United States —___§25 $49 $72
Journal of Agricultural Economics Research _____ $8 $15 $21
National Food Review %11 $21 $30
Rural Conditions and Trends %14 $27 $40
Rural Development Perspectives % $17 $24
Situation and Outlook Reports:

Agricultural Exports (4 issues) , %12 $23 $33
Agricultural Income and Finance (4 issues) %12 $23 $33
Agricultural Resources (5 issues, each devoted to one topic, including inputs, __ $12 $23 $33
agricultural land values and markets, and cropland, water, and conservation)

Agreisgigupri?] gr&dcg;%c::i ég'isasr‘léea-é\ls\lsitern Europe, Pacific Rim, China, ___$12 $23 $33
Aquaculture (2 issues) %12 $23 $33
Cotton and Wool (4 issues) %12 $23 $33
Dairy (5 issues) %12 $23 $33
Feed (4 issues) %12 $23 $33
Fruit and Tree Nuts (4 issues) %12 $23 $33
Livestock and Poultry (8 issues) %17 $33 $48
Livestock and Poultry Update (monthly) %15 $29 $42
Qil Crops (4 issues) I 1 $23 $33
Rice {3 issues) %12 $23 $33
Sugar and Sweetener (4 issues) %12 $23 $33
Tobacco (4 issues) _ %12 $23 $33
U.S. Agricultural Trade Update (monthly) %15 $29 $42
Vegetables and Specialties (3 issues) %12 $23 $33
Wheat (4 issues) %12 $23 $33
World Agriculture (4 issues) %12 $23 $33
REPORTS CATALOG FREE Check here

For fastest service, call toll free, 1-800-999-6779 o
(8:30-5:00 E.T. in the U.S. and Canada; other areas please call 301-725-7937)
Use purchase orders, checks drawnon U.S.,  Name

banks, cashier’s checks, or international
money orders.

Organization
Make payable to ERS-NASS. g
Add 25 percent for shipments to foreign
a\ddresse;;e (including Canada). Address
Mailto: ERS-NASS City, State, Zip
P.O. Box 1608

Rockville, MD 20849-1608 Daytime phone

(I Billme. Enclosedis$_____~ . [ ]MasterCard [ ] VISA Total charges $ Month/Year

Credit card number: Expiration date: [:D




OUTLOOK ’91 CHARTS

Order a special book of the charts presented at USDA’s 67th
Agricultural Outlook Conference held in Washington, D.C.,
November 1890.

This publication carries the approximately 200 charts and
tables used by Conference speakers. Each chart, measuring
6 x 4 inches, is printed in black and white for easy reproduction
or use in overhead transparencies.

Order the All New

e |

OUTLOOK '91 CHARTS
$8.00 ($10.00 foreign, includes Canada)
for each copy

Yes! Send me copies of Outlook '91 Charts

Mailto: ERS-NASS
P.O. Box 1608

Rockville, MD Name
20849-1608 Organization
Address

® Use purchase orders, checks drawn

on U.S. banks, cashier's

checks, or international money City, State, Zip Code

orders.
Daytime telephone number

O Bilt me. (J Enclosed is $ . Creditcard: [ MasterCard ) VISA Total charges $

number:

MonthvYear

For fastest service, call toll free, 1-800-999-6779
(8:30-5:00 ET, in U.S. and Canada;
all other areas, please call 301-725-7937)

L



United States
Department of Agriculture FIRST-CLASS MAIL

1301 New York Avenue, N.W. POSTAGE & FEES PAID
Washington, D.C. 20005-4788 ' U.S. Dept. of Agricutture

OFFICIAL BUSINESS Permit No. G-145
Penalty for Private Use, $300

Moving? To change your address, send this
sheet with label intact, showing new address,
to EMS Information, Rm. 228, 1301 New York
Ave., N.W. Washington, DC 20005-4788.

What’s Your Subscription Situation?

Your subscription to Wheat Situation and Outlook expires in the month and year shown on the top line
of your mailing label. The expiration date will appear in one of two formats: FEB91 (for February
1991) or 910430 (for April 30, 1991). Disregard this notice if no renewal date appears. Renew today by
calling, toll-free, 1-800-999-6779, or return this form with your mailing label attached.

Wheat Situation and Outlook Renewal
[___l Bill me. 1 Year 2Years 3 Years
D Enclosed is $ _ Domestic $12.00 $23.00 $33.00
Foreign $15.00 $28.75 $41.25

Mail to: Use purchase orders, checks

drawn on U.S. banks, cashier's
ERS-NASS checks, or international money
P.O.Box 1608 orders.

. ATTACH MAILING LABEL HERE
Rockville, MD 20849-1608  Make payable to ERS-NASS. ¢ GLA
Credit Card Orders:
D MasterCard D VISA Total charges $
Credit card number: ] E;gf',‘;,f:,{"dm: [jj

Month/Year

For fastest service, call toll free, 1-800-999-6779 (8:30-5:00 ET)
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