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U.S. Wheat Supplies Remain Large
In 1999/2000

Large beginning stocks of wheat will off-
set a forecast decline in U.S. production,
leaving U.S. supplies at 3.4 billion bushels
in 1999/2000, up slightly from last year
and the highest since 1987/88. This year
farmers planted an estimated 62.9 million
acres, down 5 percent from last year and
the lowest since 1973. Weather has been
relatively favorable in several states, and
the all-wheat yield in 1999 is forecast at
42.7 bushels per harvested acre, down
slightly from last year’s record 43.2
bushels.

Although global trade will pick up while
world production declines moderately,
little if any increase in world prices is
expected because major wheat exporters’
supplies are large. The average price
received by U.S. farmers is projected at
$2.45-$2.95 per bushel in 1999/2000, with
the midpoint up 5 cents from last season.

Agriculture & the Evolution
Of Tariff Bargaining

Preparations have already begun for the
ninth round of international trade talks to
be launched at the World Trade Organiza-
tion Ministerial Conference in December.
Over the previous eight rounds, countries
successfully lowered tariffs for manufac-
tured goods from a trade-weighted, most-
favored-nation (MFN) average of over 40
percent to about 4 percent. While agricul-
ture had been included in each round, it
was not until the Uruguay Round of Mul-
tilateral Trade Negotiations (1986-94) that
real progress was made in negotiating
overall reductions in barriers to agricul-
tural trade, particularly in reducing or
eliminating export subsidies.

The weight of remaining agricultural trade
protection has now shifted toward tariffs,
some of which are extremely high. A
review of how reduction in tariffs for
manufactured goods was accomplished
reveals some valuable lessons for future
negotiations on agricultural tariffs, which
are, on average, still much higher than for
manufactured items.

Korea’s Agricultural Imports
Recovering from Financial Crisis

South Korea was the fourth-largest
destination for U.S. agricultural products
in 1997, buying 5 percent of U.S. agricul-
tural exports. But beginning in late 1997
and extending into 1998, Korea experi-
enced a major economic shock—includ-
ing devaluation of its currency, a decline
in the production of goods and services,
and temporary inability to obtain credit.
Agricultural imports fell by 28 percent in
calendar-year 1998. The economy is now
rebounding, following strong intervention
by the government and the International
Monetary Fund. Agricultural imports are
rising again, particularly beef, soy oil and
soymeal, and processed foods and bever-
ages. The crisis appears to have only tem-
porarily interrupted growth in a major
U.S. agricultural market.

Facing the Methyl Bromide Phaseout

Public and private research programs are
exploring alternatives to methyl bromide, a
widely used agricultural pesticide that is
being phased out by parties to the Montreal
Protocol. Methyl bromide, used for over 50
years to control insects, pathogens, nema-
todes, and weeds in vegetable, fruit, and nut
crops, is used for soil fumigation before

planting crops and for post-harvest fumiga-
tion of agricultural products in storage and
prior to shipment. In 1992, methyl bromide
was classified as a substance that depletes
the stratospheric ozone layer. Phaseout
under the multilateral Montreal Protocol
exempts some uses of the chemical.

Many U.S. users of methyl bromide are
concerned that alternative practices cur-
rently available to replace it will be less
effective, resulting in financial losses.
Some potential alternatives are fairly well
developed while others are relatively new.

Reducing Greenhouse Gas Buildup:
Impacts on Ag-Sector Returns

Efforts to reduce U.S. greenhouse gas
(GHG) pollution come at a cost to all
sectors of the economy, including agricul-
ture. But a program to pay farmers to
develop emissions-absorbing “carbon
sinks” on agricultural land could add to
farm income. Shifting cropland to forest
and grasses and using conservation tillage
could sequester (embed) atmospheric car-
bon in soil and above-ground biomass,
reducing atmospheric GHG’s. Private
industry or government could pay farmers
to engage in specific cultural practices
that would remove GHG’s from the air,
reducing the need for more costly cuts in
GHG emissions.

Crop & Revenue Insurance:
Bargain Rates but Still a Hard Sell

Federal crop and revenue insurance sub-
sidies alter the tradeoff between expected
income and risk exposure, so operators
may attain significant risk reduction at rel-
atively low cost, while actually increasing
expected (i.e., longrun) returns. Govern-
ment outlays for insurance programs pay a
portion of producers’ premiums on
approved policies, and reimburse private
insurance carriers for the costs of selling
and underwriting policies, adjusting
losses, and processing policy data. Yet the
rate of participation in insurance programs
has remained significantly less than uni-
versal for a variety of reasons—for exam-
ple, general lack of information about
how insurance programs work, advan-
tages they impart, and the true extent of
farm-level risk.
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Field Crops

U.S. Soybean Acreage Increases
For Ninth Consecutive Year

lanted area for the eight major U.S.

field crops (corn, soybeans, wheat,
barley, sorghum, oats, cotton, and rice)
totals 251.8 million acres in 1999, down
more than 4 million acres from last year
when prices were higher for most crops at
planting time. Declines in wheat and feed-
grains more than offset gains in soybeans,
cotton, and rice.

Estimates of planted and harvested
acreage in USDA’s Acreage report were
based on surveys conducted during the
first 2 weeks of June, while the March 31
USDA Prospective Plantings report indi-
cated farmers’ crop intentions for spring
plantings in 1999. Compared with the
Prospective Plantings report, planted area
is nearly 2 percent higher for soybeans
but 1 percent lower for corn. Total wheat
area is essentially the same.

Harvested acreage and actual yield will be
strongly influenced by weather conditions
through the growing season. Normal
weather would result in large output and
stable or declining farm prices for most
U.S. field crops in 1999/2000 compared
with a year earlier (see AO June-July
1999). However, crop potential could be
reduced in the Atlantic Coastal Plains and
eastern Gulf Coast if current dry weather
persists in the region.

U.S. farmers have planted 74.2 million
acres of soybeans in 1999, a 3-percent
increase over last year’s record acreage.
Planted acreage has steadily increased
since 1990 when the soybean planted area
totaled 57.8 million acres. Farmers are
expected to harvest 73.3 million acres, up
4 percent from the 1998 record harvested
acreage. Several factors are behind the
rise in soybean plantings, including a soy-
bean loan rate (under the government
nonrecourse marketing assistance loan
and loan deficiency payment program)
that is favorable relative to other crops
(AO May 1999).

For the second consecutive year, estimated
soybean acreage increased in the Corn
Belt and the Great Plains and declined in

most of the South, Southeast, and mid-
Atlantic states. The largest acreage
increases were in Nebraska, South Dakota,
Missouri, and Ohio. Farmers in the largest
producing states, lowa and Illinois, also
increased soybean area this spring. States
with the largest reductions in plantings
included Louisiana, Tennessee, Alabama,
and Texas.

In most of the western Corn Belt and Great
Plains states, heavy and continuing storms
during May kept producers from an early
start in planting soybeans. More favorable
and drier weather in the eastern Corn Belt
and the southern U.S. allowed soybeans to
be planted at a rapid pace. Despite some

U.S. Field Crops—Market Outlook

| early delays, planting progress for the 1999

U.S. crop had advanced ahead of a year
ago by the first week of June.

The increased soybean acreage has
replaced some area formerly devoted to
corn. Corn plantings declined in 1999 to
an estimated 77.6 million acres, down 3
percent from last year. Corn acreage to be
harvested for grain is estimated to
decrease to 71 million acres, down 2 per-
cent from 1998. Total corn acreage for
Corn Belt states, at 51.4 million acres,
declined 2 percent from last year, due in
part to increased soybean plantings (AO
May 1999). Illinois and Indiana were the
only two major states to show an increase
in total planted acreage from last year.

Outside the Corn Belt, in Texas,
Louisiana, and South Dakota, acreage
decreased sharply from last year’s high
levels. Although rains soaked parts of the
central and southern Great Plains and
western Corn Belt in late April, weather

Area Total Domestic Ending Farm
Planted Harvested Yield Production supply use Exports stocks price
—NMillion acres— Bu/acre Million bu———————""— $/bu
Wheat
1998/99 65.9 59.0 43.2 2,550 3,373 1,378 1,050 945 2.65
1999/2000 62.9 54.6 42.7 2,333 3,378 1,315 1,150 913 2.45-2.95
Corn
1998/99 80.2 72.6 1344 9,761 11,089 7,420 1,925 1,774 1.95
1999/2000 77.6 71.0 135.8 9,650 11,404 7,485 1,925 1,994 1.65-2.05
Sorghum
1998/99 9.6 7.7 67.3 520 569 315 190 64 1.70
1999/2000 9.0 8.3 69.0 573 637 370 200 67 1.35-1.75
Barley
1998/99 6.3 5.9 60.1 352 502 B8l 30 141 1.95
1999/2000 5.2 4.9 60.3 295 471 307 30 134 1.60-2.00
Oats
1998/99 4.9 2.8 60.4 167 346 263 2 81 1.15
1999/2000 4.7 2.6 61.1 161 343 261 2 80 0.90-1.30
Soybeans
1998/99 72.4 70.8 38.9 2,757 2,961 1,781 785 395 5.00
1999/2000 74.2 73:3 40.0 2,935 3,334 1,814 930 595 3.90-4.70
Lbs./acre  ———Million cwt (rough equiv.) $ewt
Rice
1998/99 8185 3.32 5,669 188.1 225.7 109.8 85 30.9 8.70-8.80
1999/2000 3.60 3.58 5,902 211.0 2522 1126 84 55.6 5.50-6.50
Lbs./acre Million bales ¢/1b.
Cotton
1998/99 13.39 10.68 625 13.9 18.2 10.5 4.1 3.6 61.1
1999/2000 14.56 13.5 665 18.7 22.4 10.6 5.7 6.0 *

Based on July 12, 1999 World Agricultural Supply and Demand Estimates.
*USDA is prohibited from publishing cotton price projections.

Economic Research Service, USDA
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Acreage Up for Soybeans, Down for Corn

the month 96 percent of the U.S. corn
crop had been planted. USDA reported
that 76 percent of the crop was in good or
excellent condition as of July 4.

Sorghum plantings dropped again in 1999
to an estimated 9 million acres, down 6
percent from 1998, as acreage declined in
most of the major producing states due to
weak feedgrain prices. This is the lowest
planted acreage since 1929. Texas, with
2.85 million acres, has the largest reduc-
tion, decreasing 20 percent from 1998.
Kansas, the largest sorghum producing
state, increased plantings 3 percent to 3.6
million acres.

Barley plantings also declined in 1999 to
an estimated 5.24 million acres, the low-
est on record. The largest declines are in
North Dakota and Minnesota as farmers
continue to shift away from barley to
alternative crops with higher returns such
as wheat, soybeans, and other oilseeds.
Most of the 1999 barley crop was planted
late because of a wet May.

Total wheat planted acreage for 1999 is
estimated at 62.9 million acres, down 5
percent from last year. It is the lowest
planted area since 1973, and area har-
vested for grain is the lowest since 1988.
Relatively unfavorable returns encouraged
producers to plant alternative crops such
as soybeans and other crops or leave land
fallow (see the Commodity Spotlight in
this issue for more on the wheat outlook).

Cotton plantings for 1999 are estimated at
14.6 million acres, 9 percent above 1998
and 5 percent above the March Prospec-
tive Plantings report. All major producing
states except Arizona and California
increased 1999 cotton area. Although
planting-time prices were down from a
year earlier, expected returns were higher
for cotton than for competing crops such
as corn and soybeans.

Planting in the southeastern states started
slowly due to a severely dry spring, and a
majority of the crop was planted during
late May and is progressing normally.
However, portions of the crops in Georgia
and North Carolina are still stressed from
dry conditions that persisted during late
May and early June. Delta producers
completed plantings by June 1, with the
crop developing near or ahead of normal.

1998 acreage

1999 acreage

Prospective Planted  Harvested Prospective  Planted Harvested
Million acres
Corn 80.8 80.2 72.6 78.2 77.6 71.0
Soybeans 72.0 724 70.8 73.1 74.2 73.3
Wheat 67.0 65.9 59.0 63.0 62.9 54.6
Sorghum 9.0 9.6 7.7 8.8 9.0 8.3
Barley 6.8 6.3 5.9 5:3 5.2 4.9
Oats 52 4.9 2.8 4.7 4.7 2.6
Rice 3.1 8Y8 8.8 3.6 3.6 3.6
Cotton 13.2 13.4 10.7 13.9 14.6 NA
Total 257.1 256.0 233.1 250.6 251.8 NA

1999 harvested acreage forecast.

NA = Not available. The June Acreage report does not estimate cotton harvested acreage.

Economic Research Service, USDA

Crop conditions continue to be mostly
good or excellent in all the Delta states.

Texas, the largest cotton producing state,
completed most plantings by mid-June,
although some replanting was necessary
in the Texas High Plains on fields dam-
aged by hail and high winds. At the end
of June, 40 percent of the crop was rated
in good or excellent condition, and 29
percent was rated in fair condition. In
California, low temperatures and damp
weather in early April kept plantings
behind normal. However, warm tempera-
tures during the second half of June pro-
vided good growing conditions. At the
end of June, 60 percent of the California
crop was rated in good condition. Pros-
pects for a large U.S. crop led to a fall in
cotton prices from May to June.

Rice plantings for 1999 are estimated at
3.6 million acres, up 3 percent from 1998,
with long grain acreage up 4 percent from
last year. Acreage was up from 1998 in all
major producing states except California.
Relative returns were higher than for
competing crops (e.g., soybeans) when
farmers made planting decisions in
February and March.

Robert A. Skinner (202) 694-5313
rskinner@econ.ag.gov

For further information, contact:

Mack Leath, domestic wheat; Ed Allen,
world wheat and feed grains; Allen Baker,
domestic feed grains; Nathan Childs, rice;
Mark Ash, oilseeds; Steve MacDonald,
world cotton; Les Meyer, domestic cotton.
All are at (202) 694-5300.

August Releases—USDA’s
Agricultural Statistics Board

The following reports are issued
electronically at 3 pm (ET) unless
otherwise indicated.

August
2 Crop Progress (4 p.m.)
3 Egg Products

4  Broiler Hatchery
5 Dairy Products
Poultry Slaughter
Basic Formula Milk Price
(Wisconsin State Report)
6 Dairy Products Prices (8:30 a.m.)
9 Crop Progress (4 p.m.)
11 Broiler Hatchery
12 Cotton Ginnings (8:30 a.m.)
Crop Production (8:30 a.m.)
13 Dairy Products Prices (8:30 a.m.)
Turkey Hatchery
16  Milk Production
Crop Progress (4 p.m.)
17 Cranberries (1 p.m.)
18 Broiler Hatchery
Mushrooms
19 Catfish Processing
Cifrus Fruits-Final Estimates
1992-97
Potatoes and Sweet Potatoes-
Final Estimates 1992-97
20 Dairy Products Prices (8:30 a.m.)
Cattle on Feed
Cold Storage
Farm Labor
Livestock Slaughter
23 Crop Progress (4 p.m.)
NASS Facts Newsletter (4 p.m.)
24  Chickens and Eggs
25 Broiler Hatchery

26  Turkeys
27 Dairy Products Prices (8:30 a.m.)
Rice Stocks (8:30 a.m.)

Peanut Stocks and Processing
30 Crop Progress (4 p.m.)
31  Agricultural Prices
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Livestock, Dairy, & Poultry

U.S. Red Meat & Pouliry Exports Plateau

.S. red meat and poultry exports,

after growing at double-digit rates
since 1986, advanced only 1 percent in
1998, reaching 8.95 billion pounds. The
level of exports may increase another 1-2
percent in 1999 due in part to food aid to
Russia, but will likely decline about 2
percent in 2000. This would be the first
drop since 1985. Three factors are con-
tributing to the slowdown: the collapse of
the Russian economy (affecting poultry
and pork), the downturn and slow recov-
ery of Asian economies, and currency
devaluations for both importers and com-
petitors.

U.S. pork exports will likely total 1.2 bil-
lion pounds in 2000, down slightly from
the 1998 level and the 1999 forecast. The
core U.S. markets— Japan, Canada, and
Mexico—are each expected to register
smaller gains in 2000 than in 1999. Sec-
ondary markets, such as Korea, Taiwan,
and Hong Kong, likely will grow this year
and remain steady in 2000 as U.S. pork
prices rise. Export prospects have damp-
ened from the rapid gains of recent years,
because Japanese demand for U.S. pork
appears to have leveled off, and Russia

has largely dropped out of the commercial
market.

U.S. imports of pork products are ex-
pected to rise about 11 percent in 1999,
about the same as last year, leveling off in
2000. While a double-digit increase dur-
ing a period of very plentiful domestic
supplies and low prices seems paradoxi-
cal, it is explained by a strong dollar rela-
tive to the Canadian dollar (Canada
accounts for 70 percent of U.S. imports)
and high European Union export restitu-
tions (Denmark accounts for 19 percent of
U.S. imports). In addition, as the Cana-
dian pork industry restructures, it is
becoming more competitive with the U.S.
In contrast to the U.S., Canadian produc-
ers continue to boost hog production, with
January-March sow farrowings up 6 per-
cent from a year ago and intentions for
April-June up 4 percent.

U.S. broiler exports are expected to total
4.6 billion pounds in 2000, down about
1 percent from the 1999 forecast level.
Exports to the Baltic States are expected
to decline from this year’s exceptional
growth. After growing rapidly since the

U.S. Livestock and Poultry Products—Market Outlook

late 1980’s, broiler exports have hovered
between 4.5 and 4.7 billion pounds since
1997 and the collapse of the Russian
market.

U.S. turkey exports are forecast at 400
million pounds in 2000, about even with
the 1999 forecast. Gains in sales to Mex-
ico and some Asian countries, chiefly
South Korea, are expected to offset
reduced shipments to Russia and other
Eastern European countries. Because
Mexico is the leading buyer of U.S.
turkey (56 percent of exports in 1998), its
economy will largely determine the level
of U.S. turkey exports. Mexico’s Gross
Domestic Product is forecast to grow a
relatively healthy 2-3 percent in both
1999 and 2000. U.S. exports to Korea,
which was a major market for U.S. turkey
before economic adversity struck in 1998,
could rebound sharply if the Korean econ-
omy continues to improve in 1999 and
into 2000 (see World Agriculture and
Trade). Export prospects to South Korea
are better for turkey than for pork—
domestic turkey production is limited, and
turkey imports are rebounding from the
sharp declines in 1996 and 1997.

U.S. beef exports are projected at 2.3 bil-
lion pounds in 2000, down 6 percent from
the 1999 forecast. The expected drop in
U.S. beef production next year will be
greater than the decline in domestic

Beginning Total Ending Consumption Primary
stocks  Production Imports supply Exports stocks Total Per capita market price

Million Ibs- Lbs. $/ewt
Beef 1999 393 25,978 2,705 29,079 2,449 370 26,260 67.4 63-65
2000 370 24,206 2,800 27,376 2,300 365 24,711 62.8 70-76
Pork 1999 586 19,280 780 20,646 1,247 575 18,824 53.5 30-32
2000 575 18,655 775 20,005 1,200 525 18,280 50.8 34-37
¢/Ib-
Broilers 1999 711 29,323 4 30,038 4,612 800 24,627 77.5 57-59
2000 800 30,709 4 31,513 4,575 800 26,138 81.6 54-58
Turkeys 1999 304 5,214 1 5,519 400 250 4,874 17.9 67-69
2000 250 5,332 0 5,582 400 300 4,882 17.7 61-67

Million doz- No. ¢/doz.
Eggs* 1999 8.4 6,866.3 5.0 6,879.7 181.8 5.0 5,729.4 251.9 68-70
2000 5.0 7,030.0 4.0 7,039.0 200.0 5.0 5,824.0 253.9 63-68

Based on July 12, 1999 World Agricultural Supply and Demand Estimates.
*Total consumption does not include eggs used for hatching.
See appendix tables 10 and 11 for complete definition of terms.

Economic Research Service, USDA
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consumption, leaving less beef available
for export. At the same time, demand for
high-quality hotel/restaurant beef is likely
to increase in Asia, Mexico, and some
other foreign markets. The gap between
increased demand in these markets and
the reduced U.S. supply is likely to be
filled by pulling beef out of the U.S. retail
market and increasing U.S. imports from
Canada and Argentina. Argentina is build-
ing up its fed-beef sector to compete with
the U.S. in the Asian markets. Australia is
also a major beef producer, but it has a
small fed-beef sector, and its size is lim-
ited by feed grain availability.

Healthy economic growth will increase
demand for U.S. beef in Mexico this year,
continuing a rebound from lows in the
mid-1990’s when peso devaluation
depressed sales. Mexico’s domestic beef
production is limited by declining cattle
inventories caused by drought conditions
in 1998 and 1999. Also limiting Mexican
beef production are high interest rates, the
indebtedness of Mexican producers, and
the weak peso, which makes imported
breeding cattle more expensive and
increases the export value of domestic
cattle.

Exports to Japan, the largest U.S. beef
export market, are expected to remain
steady in 1999 after rising 6 percent last
year. Last year’s gain came despite weak-
ness of the Japanese yen against the U.S.
dollar and strength against the Australian
dollar, resulting in lower-valued U.S. cuts
(and larger quantities) being marketed in
Japan. Now that the yen has appreciated
against the U.S. dollar since third-quarter

1998, and has begun to fall against the
Australian dollar, higher priced U.S. beef
cuts may compete more favorably against
lower valued Australian beef. The quan-
tity of total U.S. exports to Japan will
likely remain steady in 1999 as gains in
sales of higher valued beef offset losses in
sales of lower valued beef.

The most rapidly growing market is South
Korea, whose first-quarter 1999 U.S. beef
imports were more than double those of a
year earlier. The country’s cash and credit
crunch, along with higher U.S. beef
prices, reduced beef imports 40 percent in
1998, causing Korea to fail to meet its
World Trade Organization commitments
for minimum imports. However, the eco-
nomic situation has improved, and the
won has regained about half its value
against the U.S. dollar, making U.S. beef
imports attractive again. Imports are
expected to rise while Korea begins to
rebuild its domestic beef supplies this
year; its cattle herd had dropped by more
than 20 percent, to 2.2 million head on
March 1, 1999.

U.S. beef imports are expected to increase
2-3 percent in 1999 and in 2000, after ris-
ing 13 percent last year. In 1998, reduced
Asian demand, a strong U.S. economy,
and drought-induced slaughter in Aus-
tralia and New Zealand (which resulted in
lower processed beef prices) meant
increased U.S. imports from these two
countries. Imports from New Zealand are
expected to decline significantly this year
as herd rebuilding tightens beef supplies
there. However, more product from Aus-
tralia, Canada, and Argentina will be

For updated forecasts of farm income,
Tumn to tables 29-31 on pages 54 and 55

shipped to the U.S. to substitute for
largely cyclical shortfalls of U.S. beef for
processing, as fewer cows are slaughtered
and more are kept for breeding. Prices for
imported beef are expected to be rela-
tively high, reflecting a tight world supply
of processing beef.

Several South American countries are
rapidly emerging as suppliers to the U.S.
market. Argentina—declared free of foot-
and-mouth disease—is exporting less
cooked product and more uncooked prod-
uct, which is more lucrative. Both
Argentina and Uruguay are likely to come
close to reaching their 44-million-pound
U.S. import quota of fresh, chilled, and
frozen product this year. U.S. imports
beyond the quota are allowed, but would
face a high tariff.

Brazil is supplying the U.S. with increas-
ing amounts of cooked product formerly
purchased from Argentina. The Brazilian
currency, while it has recouped about half
its losses since the 40-percent January
devaluation, remains relatively weak,
making Brazilian beef exports more price-
competitive in world markets.

For further information, contact:
Leland Southard, coordinator; Ron
Gustafson, cattle; Leland Southard,
hogs; Mildred Haley, world pork; Jim
Miller, domestic dairy; Richard Stillman,
world dairy; Milton Madison, domestic
poultry and eggs; David Harvey, poultry
and egg trade, aquaculture. All are at
(202) 694-5180.

For the analysis behind the numbers,

visit the Farm Business Economics Briefing Room
on the Economic Research Service website

www.econ.ag.gov/briefing/foe
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Farm Finance

Rise in Interest Rates—An Unwelcome
Prospect for Farm-Sector Borrowers

espite interest rates on farm loans

declining in first-quarter 1999, farm-
sector borrowers seeking new loans may
face somewhat higher interest rates later in
the year. Increasing demand for loans plus a
recent action by the Federal Reserve Board
to raise short-term market interest rates—
albeit a modest 0.25 percent—may reverse
the downward trend of the last 2 years.

Changes in interest rates affect the farm
sector’s interest expenses and asset values,
farmers’ choices of loan maturities and
repricing intervals—the period from the
date the loan is made until the first date the
interest rate may be adjusted—and their
ability to restructure loans. Lower rates
help to reduce farm expenses and encour-
age loan refinancing, allowing farmers to
use equity built up over time in homes and
farm real estate to provide liquidity.
Increases in market interest rates raise farm
lenders’ cost of funds, which is passed on
to farmers in the form of higher rates on
new loans, and raise the indexes used to
adjust outstanding variable-rate loans.

The market value of farm assets is in-
versely related to interest rates. A rise in
market interest rates would not only
increase farm business and household
interest expenses, but also reduce the mar-
ket value of farm-sector assets and farmer
net worth, making it more difficult for
farmers to qualify for new loans and refi-
nance old loans. Real estate refinancing
tends to fluctuate with changes in mort-
gage interest rates. Home mortgage refi-
nancing is already slowing because of
rising mortgage interest rates. Increases in
farm real estate interest rates would
reduce the potential for farm real estate
refinancing needed by farmers experienc-
ing financial stress.

The majority of farm real estate loans are
balloon notes—Ioan payments are applied
to interest only, leaving a large final prin-
cipal payment—with a term of 5 years at
most. Farmers who have balloon notes,
and must pay off outstanding balances
with lump-sum payments or else

Farm Lending Rates Are Rising This Year After First-Quarter Decline
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refinance, are especially vulnerable to the
risk of rising interest rates.

Any increase in interest rates would be
especially unwelcome given the current
situation in the farm economy. Trends in
commodity prices and farmland values
offer little optimism for the farm sector
during the remainder of the year. Many
areas are reporting stable or even declin-
ing farmland values, with expectations of
further declines if commodity prices do
not improve. Data on lending in the
Upper Midwest show increased borrowing
and loan renewals or extensions, as well
as an increase in the percentage of farm-
ers at their debt limit. Meanwhile, repay-
ment on farm loans has slowed. In Iowa,
about 20 percent of farm borrowers at
agricultural banks, 10 percent of Farm
Credit System borrowers, and about 30
percent of Farm Service Agency borrow-
ers will require major loan restructuring
in order to continue operations.

Another indication of the current farm
financial stress in the Midwest is the
increase in applications to Illinois’ State
Guarantee Program for Restructuring
Agricultural Debt, which helps farmers
refinance their loans. To qualify, a farmer
must have a debt-to-asset ratio between
0.4 and 0.65 (a ratio above 0.4 is consid-
ered an indicator of potential financial
stress, and over 0.65 indicates too high a
risk of default). By mid-1999, applications
to the Illinois program had already
reached four times the total for last year.

About 10 percent of U.S. farmers in 1997
had debt-to-asset ratios at or above the
0.4 threshold, and higher interest rates
could increase the proportion of heavily
indebted farmers. Farmers with an
income shortfall—unable to pay off old
short-term loans or qualify for new ones
if interest rates should rise—may be able
to roll over unpaid operating loans into
long-term debt, perhaps with FSA-guar-
anteed loans. However, some farmers
who might not be able to project ade-
quate cash flow to work out their indebt-
edness by restructuring may choose to
risk drawing on assets not related to the
farm business—e.g., personal savings or
retirement funds—while others may
choose instead to liquidate.

Ted Covey (202) 694-5344
tcovey@econ.ag.gov
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U.S. Wheat Supp
Remain Large in 1999/2000

arge beginning stocks (up nearly
I one-third) will offset a forecast

decline in U.S. wheat production,
leaving U.S. supplies at 3.4 billion
bushels in 1999/2000, up slightly from
last year and the highest level since
1987/88. U.S. wheat production in 1999 is
projected down 9 percent from last year
because of lower harvested area and
slightly lower yields.

Production and imports will almost satisfy
projected domestic use and exports during
1999/2000. Relatively large carryover
stocks will be reduced only slightly from
945 million bushels in 1998/99, the high-
est since 1987/88.

Domestic demand is projected down as
weak corn prices and large corn supplies
keep wheat feeding in check. Food use is
expected to increase modestly after a year
of stagnant use in 1998/99. Exports in
1999/2000 are expected to rise 10 percent
from the disappointing 1998/99 total that
included a substantial quantity of food aid.

While wheat prices strengthened in fall
1998 as USDA announced donation pro-
grams, prices have weakened since the
November peak. For 1999/2000, a more
usual price pattern is expected, with

Dennis Shields

lies

prices reaching their seasonal low during
harvest and increasing as the marketing
season progresses. The average price
received by farmers is projected to range
from $2.45 to $2.95 per bushel. The $2.70

midpoint is up only 5 cents from the
1998/99 estimate, and down sharply from
the 6-year average of $3.49 (1990/91-
1996/97).

Lower acreage and yields are projected to
reduce U.S. wheat output to 2.33 billion
bushels in 1999. U.S. farmers planted an
estimated 62.9 million acres, down 5 per-
cent from last year and the lowest since
1973. Declining returns in recent years
have encouraged producers to switch to
other crops or leave more land fallow. The
all-wheat yield in 1999 is forecast at 42.7
bushels per harvested acre, down from
last year’s record 43.2 bushels.

USDA forecasts 1999 U.S. winter wheat
production at 1.67 billion bushels, down
11 percent from 1998. Harvested area
totals 35.6 million acres, also down 11
percent from 1998. Based on conditions
as of July 1, the U.S. winter wheat yield
is forecast at a record 47 bushels per acre.

The winter wheat crop survived the winter
well, and spring precipitation has been
above average in several areas in the cen-
tral and southern Plains. A mild winter
followed by generally favorable spring
weather pushed crop development slightly

Higher U.S. Wheat Stocks Offset Lower Production in 1999
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World Wheat Ending Stocks to Decline
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ahead of normal. Above-average precipi-
tation in many growing areas during June
led to harvest delays and raised concerns
about potential effects on protein levels
and quality. Warm, dry weather allowed
rapid harvest progress in early July, and
as of July 11, 70 percent of the winter
wheat had been harvested, compared with
74 percent on that date in 1998 and a 5-
year average of 66 percent.

Hard red winter (HRW) wheat production
is projected at 1.03 billion bushels, down
150 million from 1998. In Kansas, the
largest wheat producing state, the crop is
projected to total 423 million bushels,
down from 495 million a year earlier.
Forecast harvested acres are down 9 per-
cent, while the forecast yield of 46
bushels per acre is down from the 1998
record of 49 bushels. Yields are projected
to set records in Nebraska and Texas and
match last year’s record in Colorado.

Production of soft red winter (SRW)
wheat is projected at 443 million bushels
this year, slightly above last year. White
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winter (WW) wheat production is pro-
jected at 199 million bushels in 1999,
down 22 percent from 1998 and the low-
est since 1991. The WW wheat crop in
the Pacific Northwest appears to be well
below average, with projected yields
down in Idaho, Oregon, and Washington.

Unlike other classes of wheat, durum
plantings are up 9 percent in 1999 from
the previous year to 4.05 million acres.
An attractive crop revenue insurance pro-
gram may have affected plantings. North
Dakota is the leading durum producing
state, accounting for about 85 percent of
the acreage in 1999. Durum wheat pro-
duction in 1999 is pegged at 132 million
bushels, down 9 million bushels from
1998. If imports of durum and durum
products reach the projected level of 32
million bushels, total supply will exceed
projected use, and projected ending stocks
will increase to 92 million bushels in
1999/2000, the highest since 1986/87.

Production of other spring wheat (i.e.,
nondurum) is projected at 527 million

The crop and marketing year for U.S. wheat supply and demand is June-May. The international
trade marketing year is July-June. Marketing years vary by country. A metric ton equals 36.74

bushels.

bushels in 1999, down marginally from
last year. About 52 million bushels of this
is white spring wheat, while the balance
will fall in the hard red spring class.
Plantings of other spring wheat are pro-
jected to total 14.96 million acres in 1999,
down 1 percent from 1998. Minnesota,
Montana, North Dakota, and South
Dakota are the leading states for other
spring wheat acreage, and together
account for about 90 percent of the
acreage in 1999.

The Northern Plains region, particularly
North Dakota, has been plagued by exces-
sive rainfall at many locations, causing
delays in planting durum and other spring
wheat crops. Due to excessive moisture,
some fields in North Dakota will likely
remain idle or be seeded to forage or
cover crops. USDA plans to recheck some
of the fields with unplanted acreage at the
time of the June survey in North Dakota.
Any updates will be published in the
August Crop Production.

Mack N. Leath (202) 694-5302
mleath@econ.ag.gov

World Wheat Stocks to Drop
In 1999/2000

World wheat stocks are forecast to drop
13 million tons in 1999/2000, the largest
reduction since 1994/95. Since 1970,
global wheat stocks have declined by
more than that amount only five times.
World wheat production is declining by
13 million tons at the same time that for-
eign consumption is relatively stable. The
global ending-stocks-to-use ratio is
expected to drop to 21 percent, almost as
low as the 19.8 percent reached in
1996/97, and prices that season reached
very high levels. However, little if any
increase in world prices is expected in
1999/2000 because major wheat
exporters’ supplies are large.

World wheat production is projected
down 2 percent from the previous year to
575 million tons in 1999/2000. Low
wheat prices in the international market
during 1998/99 have been a disincentive
for producers in many countries. Addi-
tionally, the European Union (EU)
increased its area set-aside from 5 to 10
percent.
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Unfavorable weather has reduced pro-
duction prospects in several countries.
Drought has affected much of the Middle
East, with reduced winter wheat produc-
tion prospects in Turkey, across Jordan,
Syria, Iraq, and into Iran. Additionally,
drought has damaged wheat crops in
Spain, Portugal, and Morocco.

Some countries expect to harvest larger
crops in 1999/2000, partly offsetting these
declines. In China, the world’s largest
wheat producer, a dry fall planting season
was followed by the driest winter on
record in parts of the North China Plain.
But production is expected to increase
slightly, as much of the crop is irrigated,
limiting the damage done by drought.
Despite dryness in key winter wheat areas,
wheat production in the Newly Indepen-
dent States (NIS) of the former Soviet
Union is expected up 5 million tons,
rebounding from the previous year’s
severe drought. India, the first country to
harvest wheat during the marketing year,
has enjoyed excellent growing conditions,
and is reportedly harvesting record pro-
duction.

Major exporters Argentina and Australia
are expecting a modest increase in wheat
production because of the low profitabil-
ity of alternative uses for the land. Very
low prices for oilseeds and feedgrains
(also wool in Australia) are expected to
support wheat plantings that were under
way in June and early July.

The large beginning stocks held by
exporters—Australia, Canada, the EU,
and the U.S.—are expected to limit early-
season price strength. While beginning
stocks are down from a year earlier in the
NIS, China, and Iran, wheat prices in
these countries are generally isolated from
world markets. Therefore, the tightening
of world supplies only indirectly affects
world prices.

World wheat consumption in 1999/2000 is
projected at 588 million tons, down 2 mil-
lion from a year earlier. Global food,
seed, and industrial consumption of wheat
in 1999/2000 is expected to grow slowly,
gaining less than 1 percent, somewhat less
than the 4-million-ton growth in 1998/99.
Global feed and residual use is projected
to fall by 5 million tons.

The Middle East & North Africa Region
Suffering from Severe Drought

In 1999, a number of countries in the Middle East/North Africa region are suffering
one of the worst droughts in decades. This has reduced grain crops in Iran, Iraq,
Turkey, Jordan, Israel, and Syria and has devastated production in Morocco, where
near-record grain imports are forecast. It has also affected production of other crops
such as cotton and sugar cane, which are harvested in the fall.

Partly because of drought in this region, world wheat trade in 1999/2000 is expected
to total 100 million tons, about the same level as estimated for 1997/98 but up
slightly from last year. Imports by countries in the Middle East and North Africa are
forecast to rise to 32 million tons in 1999/2000, up 3.5 million from 1998/99.

Western Iran’s wheat producing area has received about 25 percent of its normal
rainfall since September 1998. As a result, the Iranian wheat harvest is forecast at
8.5 million tons in 1999/2000, down from an estimated record 12 million in
1998/99 and the 1994-98 average of 11 million. Iran’s wheat imports for 1999/2000
are likely to reach 6 million tons, double the amount imported in 1998/1999.

Iraq’s wheat production is forecast down to 0.8 million tons, compared with an esti-
mated 1.3 million in 1998/99. The shortage of herbicides and the means to spray
them has exacerbated the effects of the drought. Imports are forecast at 2.5 million
tons in 1999/2000, which may not be enough to maintain its rationing system,
which provides 19 pounds of flour per capita per month.

The wheat crop in southwest Turkey also suffered from drought. Early forecasts of a
second record 18.5 million-ton crop have now been scaled back to 16.5 million,
closer to recent averages. Exports are expected to drop by 50 percent.

The drought impact in Jordan is so severe that the United Nations Food and Agri-
culture Organization has called for emergency food aid. Water consumption has
been drastically cut, and Jordan is receiving supplementary water from Syria. The
Jordanian wheat crop is expected to be less than half of last year’s 55,000 tons.
Imports are forecast up 7 percent from 1998 to a near-record 750,000 tons. In
neighboring Israel, the wheat crop (at 80,000 tons) is the second smallest since
1964. Imports, mostly from the U.S., could reach 1.2 million tons, 12 percent above
the 1994-98 average.

In Syria, drought conditions significantly reduced the wheat harvest, estimated at
2.5 million tons, 40 percent below 1998. While domestic consumption of wheat is
forecast at 3 million tons, large stocks will be drawn down to offset the gap.

Morocco has been devastated by another drought, the fifth this decade. Production
of wheat is forecast at 2 million tons, down from 4.4 million in 1998 and about half
of average annual production in the last 5 years. Imports are estimated at 2.5 million
tons, about 10 percent above last year. Consumption remains at 5.6 million tons,
and stocks are expected to be drawn down by more than half to around 1 million
tons in order to avoid larger imports.

Michael Kurtzig (202) 694-5152 and Edward W. Allen (202) 694-5288
mkurtzig @econ.ag.gov
ewallen@econ.ag.gov

The combination of large wheat supplies
in major exporting countries, prices near
historical lows (when adjusted for infla-
tion), and tight supplies in several import-
ing countries is expected to boost

199972000 world trade 1 percent to 100
million tons (July/June marketing year).
The U.S. is expected to capture a signifi-
cant part of the increased trade, with
exports up 2.5 million tons to 31.5 million
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and share of world wheat trade up slightly
to 31 percent.

During the first part of 1999/2000, U.S.
exports will be boosted by large shipments
of aid announced the previous year. Early-
season commercial sales for 1999/2000
are running behind levels of a year earlier.
There is little incentive for importers to
forward contract for 1999/2000 shipments
if they believe wheat prices will remain
closer to the current cash price than to the
futures contract price. Crop conditions
look favorable in most exporting countries,
and importers can wait for harvest-time
lows to make purchases.

Australia and Canada are each projected
to increase wheat exports in 1999/2000
because of higher supplies and growing
world demand. Australia is expected to
increase exports by 2 million tons to 17.5
million while Canada’s exports are pro-
jected to rise 2.5 million tons to 16.5 mil-
lion. Argentina’s wheat exports are
expected to decline 0.5 million tons to 8

million, despite increased production.
Argentina’s harvest does not begin until
November, and the export pace from July
1999 until November is expected to be
very light, because the reduced 1998 crop
was shipped out rapidly.

The EU is expected to maintain wheat
exports at around 16 million tons in
1999/2000. Lower production and
increased domestic use are expected to
modestly tighten EU wheat supply and
demand. But with large beginning stocks
of over 20 million tons, the EU Commis-
sion is expected to maintain the pace of
exports.

Kazakstan has had favorable rains to date
and is expected to boost exports because
of increased production. However, drought
is expected to reduce exports from Turkey.
Wheat exports out of Eastern Europe are
expected to decline due to reduced pro-
duction and to increased transportation
costs as a result of war damage on the
Danube River.
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Reduced production is expected to drive
Pakistan and Morocco to increase imports
in 1999/2000, each by 0.3 million tons.
Pakistan is not expected to match the pre-
vious year’s record production, and
Morocco suffered from drought this win-
ter. Several countries, such as Egypt and
the Philippines, are expected to increase
imports slightly to maintain consumption
growth. North Korea is projected to boost
wheat imports by 0.4 million tons, contin-
uing to draw on food aid.

Ending stocks held by the five largest
wheat exporters (Argentina, Australia,
Canada, the EU, and the U.S.) are projected
to decline from 56 million tons in 1998/99
to 51 million in 1999/2000, but to remain
more than 30 percent above the previous 5-
year average. Despite a small rise in world
wheat trade, the large ending stocks pro-
jected for these exporters in 1999/2000
would limit price increases.

Edward W. Allen (202) 694-5288
ewallen@econ.ag.gov

On the
Economic
Research
Service
website

ERS’s Wheat Briefing Room contains general information
as well as information on production, yield, acreage,
use, prices, and trade. Briefing room visitors will find
charts, tables, maps, and links to publications
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Korea’s Agricultural Imports Reflect
Emergence from Financial Crisis

largest destination for U.S. agricultural

products, buying 5 percent of U.S.
agricultural exports. Beginning in late
1997 and extending into 1998, Korea
experienced a major economic shock—
including devaluation of its currency, a
decline in the production of goods and
services, and temporary difficulty in
obtaining credit. What was the signifi-
cance of the economic shock to Korea’s
agricultural trade, and what does the
future hold?

In 1997, South Korea was the fourth-

Korea’s financial crisis hit hard in
November 1997, when the value of the
won, and confidence in Korea’s financial
situation, went into free fall. By January
1998, the won lost more than 50 percent
of its year-earlier value in U.S. dollar
terms. Korean banks seemed close to
insolvency, and credit from both Korean
and foreign sources became extremely
difficult to obtain. Interest rates more than
doubled in January, to more than 25 per-
cent. Without affordable access to credit,
the economy began to stagger.

Strong intervention by the government
and the International Monetary Fund,
including measures to restore credit, grad-
ually rebuilt confidence in the economy.
Value of the won increased after January

1998, and currently lies 30 percent below
its pre-crisis level. While gross domestic
product (inflation-adjusted) declined 5.8
percent in 1998, it is expected to grow by
more than 4 percent in 1999.

Despite containment of the crisis, total
imports fell 35 percent in calendar-year
1998. The dollar value of Korea’s agricul-
tural imports fell by 28 percent, or $2.6
billion. The volume of most major agricul-
tural imports also fell, but not by as much.
U.S. agricultural exports to Korea dropped
22 percent (by about $640 million).

Several factors explain much of the
decline in agricultural trade. The Korean
economy, and most of its consumers,
became poorer in 1998 because of rising
unemployment, reduced asset value, and
lower salaries. What money they had was
worth less at the border, effectively raising
the price of imported goods relative to
domestic products. With most importers
short on cash, inability to get credit
severely limited transactions early in 1998.

The economic setback in Korea explains
only part of the decline in the value of
trade in 1998. Also contributing were
weak global commodity prices, due
mostly to bumper crops around the world,

a supply-side result that had little to do
with the financial crises. But in most
cases, the loss in buying power of the won
outweighed the dollar decreases in world
commodity prices, and import unit values
in won were higher in 1998 than in 1997.

The year-to-year drop in agricultural
imports understates the full impact of the
financial crisis because it fails to capture
potential trade gains lost when Korea’s
economy plunged into recession. Korea
was a rapidly expanding economy, and
demand for imported agricultural products
grew in most years. Before the crisis, for
example, USDA projected that Korea’s
beef imports would rise 30,000 tons in
1998; instead, they dropped 92,000 tons.
Pork imports were expected to double in
1998, the first year of liberalized trade in
frozen pork. But imports fell 11,000 tons.
Likewise, trade in processed and high-
value agricultural products in general had
been expected to increase rather than fall.

Examination of several of Korea’s major
commodity markets illustrates the ways in
which economic weakness, global price
changes, and other forces have affected
Korea’s agricultural imports in 1998 and
1999.

Imported Beef Demand
Dropped Sharply

The financial crisis intensified what was
already a cyclical downturn in Korean
cattle prices that began in June 1997,
with cattle farmers facing higher imported
feed prices and high interest rates after
November. Following devaluation, beef
imports became more expensive and were
arriving in a market where the domestic
cattle price was in a downward spiral.
With the price advantage of imported beef
diminished and turmoil in the credit mar-
ket making it difficult for private-sector
importers to arrange for imports, beef
trade dried up in early 1998.

Imports by the government trading entity
continued, but Korea’s WTO-mandated
quota of beef imports was not filled in
1998, and import volume dropped by
about 45 percent from 1997 levels. U.S.
beef exports to Korea dropped 41 percent.
Imports have been rebounding strongly in
1999, but are not equal to the pace of pre-
crisis imports in the January-May period.
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South Korea’s Economy: Reviewing the Rebound

Korea’s battered economy has bottomed out. After a drop of almost 6 percent in out-
put in 1998, the Korean economy is expected to grow more than 4 percent in 1999
and in 2000. Several factors are responsible for recovery, including improved credit
availability, easing of monetary policies, and renewed investor confidence. The
value of the Korean won also has risen more than 40 percent since the early stages
of the financial crisis in January 1998, as foreign capital has started to flow back
into the country. The government budget deficit is expected to increase to 5.5 per-
cent of Gross Domestic Product, with government spending further stimulating the
economy. With a stronger economy and increased investor confidence, Korean for-
eign reserves now stand at $61 billion, compared with $18 billion at the end of 1997

when the crisis hit.

Financial and corporate restructuring is proceeding, although restructuring of the
five largest chaebols (large conglomerates) is slow. Another concern is high unem-
ployment, about 6.4 percent this year. Whether this recovery will be sustained
depends on progress in these as well as other areas of the economy.

Suchada Langley (202) 694-5227; slangley@econ.ag.gov

Growth should increase through the rest
of 1999, since credit issues are resolved,
demand is rising, and Korean production
is now falling after the intense slaughter
of 1997/98.

The economic crisis may have strength-
ened Korea’s pork sector. Before the cri-
sis, Korea’s industry was preparing for a
possible doubling of imports after frozen
pork trade was liberalized in July 1997.
However, devaluation dramatically
changed the industry’s prospects as pork
imports became more expensive and pork
exports more competitive.

Korea had enjoyed some success in filling
the gap left in Japan’s supply when Tai-
wan ceased pork exports after a foot-and-
mouth disease outbreak in early 1997.
The won’s devaluation in late 1997 and
1998 meant that Korea’s pork was
cheaper in Japan relative to domestic
Japanese product and U.S. product. While
Korean feed costs were higher because of
devaluation, the cost of labor and process-
ing (in terms of foreign currencies)
declined, and the volume of Korean
exports grew by 65 percent.

Unlike the cattle industry, there was no
sharp cyclical downturn for swine, nor did
pork imports confront sharply declining
domestic prices. Imports of frozen pork
were virtually unchanged in quantity,
although they dropped in dollar value. In
the first 5 months of 1999, pork imports

soared to record levels, finally reflecting
the liberalization of trade in frozen pork
that took place in mid-1997. Korea will
import and export different cuts of pork,
based on the disparity of preferences
between Korea and its trading partners.

Total consumption of the three main
meats declined by 2 percent in 1998.
Poultry meat, consumed heavily in restau-
rants, declined by 12 percent. Beef, the
most expensive meat, dropped 10 percent
(despite sharply lower prices), while pork
consumption grew by over 8 percent.
Although pork prices fell less than beef
prices, pork was still the cheaper meat. In
1999, a recovery in consumer confidence
is expected to send people back to restau-
rants, benefiting meat consumption, espe-
cially poultry and beef.

Grain used for feed in the October 1997-
September 1998 marketing year is esti-
mated down only 5 percent. Korea’s
imports of grains for feed in January-
December 1998 actually rose slightly over
1997 levels. This level of use and trade,
given the financial difficulties that traders
faced, might not have been possible with-
out the allocation of guarantees by the
U.S. government early in the crisis. U.S.
credit guarantees for 3.2 million tons of
corn enabled Korean importers to over-
come a lack of affordable credit, espe-
cially in the first half of 1998. Chinese
corn exports to Korea declined in 1998
because credit could not be arranged.

Because Korea’s animal producers are
almost totally dependent on imported
feedgrains, they would have to reduce
herd sizes if grain import flows are inter-
rupted. Feed use for Korea’s swine indus-
try was stable, partially offsetting
declining feed use for beef cattle.
Prospects for 1999 and later years are
mixed. Recovering poultry meat con-
sumption will be partly satisfied by
domestic production and therefore
imported feeds, but much of Korea’s con-
sumption growth will be satisfied by
imported meats and dairy products rather
than domestic production. Feed wheat
from Eastern Europe continues to displace
some corn in early 1999.

Crisis Altered Structure
Of Oilseed Industry

The crisis has made it more likely that
Korea will import vegetable oils and
meals in the future, rather than oilseeds.
Two out of the three Korean soybean
crushing companies went into bankruptcy
protection in early 1998. The crushing
companies terminated credit sales, and
Korea’s feedmills, unable to import meal
freely because of a general lack of credit,
were left with reduced prospects for
domestic and imported supplies. When
U.S. government credits enabled them to
buy U.S. meal, imports from the U.S.
soared to over 300,000 tons, compared
with almost no trade in 1996 and 1997.

Now it will be more difficult for Korean
soybean crushers to convince feedmillers
to buy domestic meal at prices higher than
import prices, since domestic supplies
failed at a critical moment. Increasingly,
Korea is turning to meal imports, which
exceeded domestic production in 1996
and 1998. Korea’s imports of soymeal
increased by over 25 percent in 1998.
Similarly, soy oil imports are replacing
domestic production. Korea’s soy oil
imports rose 8 percent in 1998 despite the
difficult economic climate and higher
world prices (in dollar and won terms).
Imports of soybeans for crushing declined
by 12 percent. So far in 1999, imports of
soy oil and soymeal are up dramatically
from the high levels of 1998, and soybean
imports have dropped by another 17 per-
cent. The profitability of crushing is likely
to decrease in the coming years, given
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agreed-on annual reductions of soy oil tar-

iffs between now and 2004. Seﬂling a Beef Between the U.S. & Korea

In April 1999, the U.S. government requested a dispute settlement panel from the
World Trade Organization, stating that Korea had failed to implement parts of ear-
lier agreements. The request cited several areas of concern, including restrictions
on retail sales of imported beef, markups applied to imported beef prices by the
government, restrictions on which private-sector groups could import, delays in
soliciting bids to buy under the quota, establishment of minimum import prices,
manipulation of imported beef volume allowed to go to market, and denial of
import approvals. The request also stated that Korea’s government support to
domestic cattle producers exceeded limits established in the Uruguay Round Agree-
ment on Agriculture.

Wheat for milling, raw sugar for refin-
ing, corn for sweetener production, and
soybeans for food use together repre-
sented 13 percent of Korea’s total agricul-
tural import value in 1997. When the
economic crisis hit, GSM guarantees
restored Korea’s access to U.S. wheat,
corn, and soybeans. Australia and Canada
also provided credit assistance. The
import volume of these commodities

changed very little in 1998, although Korea accounted for almost 15 percent of U.S. beef exports in 1995, and its 1998
world price declines reduced the dollar share (under 8 percent) was well below what would have been expected if trade bar-
value of imports. In early 1999, volumes riers fell. High potential domestic consumption and a poor resource base for cattle
lagged behind those in the same period in raising in Korea make it likely that free trade would result in large amounts of beef
1998, but should end the year at levels imports from major producers like the U.S.

similar to recent years.

Inputs for nonfood manufacturing
accounted for about a quarter of the value
of all agricultural imports in 1997: hides
for tanning; cotton, wool, and silk to be
spun into yarn; natural rubber; and raw
furs. In 1998, the import volume of all
these input commodities declined due to

credit problems both for Korean importers | Korea is one of the world’s largest

and for domestic and export buyers of importers of hides, and the largest market

Korean products made from these raw for U.S. hide exporters. Despite GSM

materials. Manufacturers reportedly drew | credit assistance, U.S. export volume of

down stocks as much as possible to avoid | whole cattle hides to Korea dropped 35

new purchases. percent in 1998, a contributing factor in
the very low prices for hides at U.S.

Value of South Korea's Agricultural Imports Fell by More Than a Fourth in 1998

Value Volume Unit value
1996 1997 1998 1996 1997 1998 1996 1997 1998
US$ million 1,000 tons* $/ton*

Total agricultural imports 10,504 9,357 6,701 — — — — — —
Selected commodities
Feedgrains

Corn 1,217 965 667 6,802 6,524 5,335 179 148 125

Wheat 192 154 271 958 1,096 2,349 201 141 115
Meats

Beef 496 464 249 162 166 92 3,053 2,793 2,705

Pork 143 220 138 40 61 53 3,621 3,585 2,599
Oilseed complex

Soybeans, for crush 372 407 293 1,166 1,244 1,089 319 327 269

Soymeal 294 224 207 1,113 731 930 264 306 223

Palm oil 103 110 98 185 197 151 558 556 644
Inputs to food industry

Wheat, milling 531 440 392 2,219 2,229 2,345 239 197 167

Sugar, raw 443 420 375 1,399 1,437 1,378 317 293 272

Corn, industrial use 350 283 240 1,870 1,787 1,774 187 159 135

Soybeans, food use 102 108 86 299 324 324 340 332 266
Inputs to nonfood manufacturing

Cattle hides 806 813 482 13,350 12,478 8,698 60,393 65,166 55,426

Cotton 714 583 522 346 315 303 2,060 1,853 1,725
Consumer-ready products

Juices 112 110 66 63 75 45 1,778 1,459 1,454

Chocolate 78 81 46 25 28 18 3,168 2,943 2,607
*For hides, volume is in 1,000 pieces and unit value is per 1,000 pieces. — = not available.

Source: World Trade Atlas, Korean Republic Edition, GTI, Inc.

Economic Research Service, USDA
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GSM Credits Spur U.S. Agricultural Exports

Late in December 1997, USDA offered a $1-billion allocation of credit guarantees
under the GSM-102 program (GSM is General Sales Manager at USDA). These
guarantees are used by importers to secure credit so that they can buy U.S. agricul-
tural products. While GSM’s relatively long repayment period (up to 2 years) held
some attraction for Korea in the pre-crisis years, use had been declining as commer-

cial credit became more plentiful.

In the past, GSM credits had been assigned to bulk input commodities, such as cot-
ton and corn. In 1998, the program was designed with portions of the total allocated
to meats and other consumer items, in addition to bulk commodities. By the end of
fiscal-year 1998, applications for GSM guarantees totaled $1.38 billion out of $1.5
billion available for Korea—a high rate of use. The 1997/98 financial crisis demon-
strated how useful the program could be when other credit sources are not available.

slaughter plants. Imports have grown
slightly in 1999, but remain far below
1997 levels. U.S. exports of cotton to
Korea increased both in volume and
value, aided by the GSM program. Total
cotton imports fell in 1998, but not as dra-
matically as imports of other industrial
inputs. Imports in 1999 have increased
somewhat, but the long-term trend is
toward continued decline.

The value of Korea’s imports of
processed foods and beverages fell

by over 40 percent in 1998. Although
relatively new to Korea, these products
accounted for 11 percent of total agricul-
tural imports in 1997. Imports of pro-
cessed foods and beverages had been
insignificant until Korea began reducing
trade barriers in 1989. Since then, imports
have grown quickly, including items such
as fruit juices, chocolate products, wine,
beer, sausages, noodles, dairy foods,
frozen french fries, cola bases, seasoning
mixtures, tomato paste, ketchup, and
canned vegetables and fruits.

Declining volume accounted for most of
the decrease in total value of processed
food and beverage imports in 1998. Dur-
ing the crisis, supermarket sales held up
well while consumption in restaurants fell
as consumers stayed home to save money.
In addition, imports regarded as luxuries,
or as discretionary purchases, declined
sharply in volume: wine (73 percent),
beer (84 percent), mineral and aerated

For more information on Korea’s agricultural
trade, policies, and outlook, visit the
Economic Research Service briefing room at

www.econ.ag.gov/briefing/region/korea

water (58 percent), jams and jellies (78
percent), ice cream (69 percent), and bis-
cuits (70 percent).

Imports of almost all processed foods and
beverages have grown in the early part of
1999, but had not reached 1997 levels
through May. Processed food imports, the
most income-sensitive, are closely tied to
modernization of the food retailing sector,
which stalled during the crisis. As invest-
ment in hyper- and supermarkets resumes,
consumer demand for diversity and con-
venience will lead to strong growth in
imports of processed foods and beverages.

Agricultural Imports to Rebound

With economic growth resuming and
credit becoming widely accessible,
Korea’s agricultural imports are rebound-
ing sharply in 1999 and are expected to
grow in coming years. Trade barriers,
such as quotas, tariffs, and technical barri-
ers, have recently fallen and are scheduled
to fall even more. The crisis delayed
many initiatives to increase imports in
response to the new opportunities, but
Korea’s recovery of stability and pros-
pects for growth will allow new imports
to emerge rapidly.

The lower level of Korea’s won helps
domestic production and hurts imports. As
long as Korea’s currency buys less than it
did two years ago, Korea’s imports will be
less than previously expected. However,
the cost of agricultural production in
Korea is still so much higher than in
exporting countries that imports are viable.
Many foods will be more efficiently pro-
duced outside Korea, stimulating imports.

Parts of Korea’s manufacturing sector will
again slip in international competitiveness
as it regains economic vitality and lowers
trade barriers. Higher income implies
higher labor costs, and any industry heav-
ily dependent on relatively unskilled labor
will consider leaving Korea. The impact
on agricultural imports will be mixed.
Spinning and tanning will continue a
gradual shift out of Korea, following
footwear and textile production to other
parts of Asia, Latin America, and Africa,
reducing demand for cotton and hide
imports. Soybean imports for crushing are
likely to continue falling, replaced by
meal and oil imports.

Other commodities have strong prospects
for rapid growth. Meat consumption is still
growing, and several factors indicate that
the market for meats has not yet matured.
Domestic prices are still relatively high,
especially for beef, and meat marketing
still faces infrastructural and legal con-
straints, such as government restrictions
on the location of retail sales and on the
choice of firms that can import beef. As
prices decline and marketing practices
modernize, meat consumption—and
imports—will increase. Greater reliance
on meat imports will reduce growth in
Korea’s feed imports, but this simply shifts
the location of animal feeding to major
producers like the U.S.—with little effect
on the amount of feed necessary to pro-
vide Korea with increasing amounts of
meat.

In addition to favorable prospects for meat
imports, Korea's imports of fish are rising
as catches of the domestic fleet decline.
They rebounded by 90 percent over 1998
levels in the January-May period and will
continue to grow, as strong demand con-
fronts weakening domestic supply. The
outlook for imports of processed products
and beverages is bright, and shipments
will tend to come from competitive pro-
ducers such as the U.S., as trade barriers
fall and the consumer economy once

again prospers.

John Dyck (202) 694-5221 and
Sophia Huang (202) 694-5225
Jjdyck@econ.ag.gov

sshuang @econ.ag.gov

Based in part on information and analysis
from USDA’s Foreign Agricultural Service
in Seoul, Korea.
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Dennis Shields

Crop & Revenue Insurance:
Bargain Rates but Still a Hard Sell

isk management in agriculture is
Raimed, in general, at attaining a

desired combination of risk and
return. Some producers strive to obtain
the highest possible return for an accept-
able level of risk, while others may seek
to minimize the risk associated with a
desired level of return. The ability of dif-
ferent strategies to reduce risk, and the
cost of adopting different risk manage-
ment strategies, varies with each individ-
ual situation. But whatever approach is
taken, implementation of most risk-
reducing strategies involves some trade-
off between expected income and risk
exposure.

Federal subsidization of crop and revenue
insurance programs alters the tradeoff so
that operators may attain significant risk
reduction at relatively low cost, while
actually increasing expected (i.e., long-
run) returns. Yet the rate of participation
in insurance programs has remained sig-
nificantly less than universal, with about
61 percent of eligible acres insured in
1998. This may be because the potential
benefit of insurance is largely unrecog-
nized and undervalued, or other factors
may be at work in the farm operator’s
decisionmaking process.

In agriculture, as in most other industries,
the activities associated with the highest
expected returns are often associated with
the greatest level of risk. As a result, a
producer may be forced to forego those
activities with the most potential for profit
in favor of other activities with lower but
less risky returns.

For example, corn production might
promise a farm the highest net returns per
acre if favorable weather is combined
with heavy input use. However, unfavor-
able weather could result in low yields
and large losses, and gambling on favor-
able weather by putting all the farm’s
acreage into corn may be a perilous
undertaking for all but the most finan-
cially secure operations. A risk-averse
producer confronting this situation may
be inclined to opt for lower potential
profit by partially diversifying the acreage
into soybeans and some other grains with
lower input costs (e.g., oats, wheat, or
sorghum). If, instead, that risk-averse
producer faces price prospects that are
particularly poor and off-farm employ-
ment opportunities exist, renting out or
fallowing a large portion of the acreage
and devoting a share of household labor
time to earning off-farm wages may be a
preferred strategy.

The level of risk an individual is willing
or able to bear varies with the person’s
financial situation, attitude toward risk,
availability of other opportunities, and
ease of transitioning to alternative activi-
ties. A variety of strategies is available to
enable agricultural producers to achieve
an acceptable balance between expected
return and risk.

But some risk-reducing strategies may
involve substantially lower expected net
returns—for example, diversifying produc-
tion to grow some commodities where
returns per acre may be lower but less vari-
able. On the other hand, competitive risk
transfer markets—e.g., futures and options
exchanges or agricultural insurance pro-
grams provide a means of lowering risk
with little change in expected net returns.
Purchasing crop or revenue insurance is a
risk transfer strategy that can be used to
obtain varying degrees of revenue-risk
reduction at very low cost. A distinguish-
ing feature of this strategy is the Federal
subsidies available to crop and revenue
insurance market participants.

Subsidies Lower Premiums for
Crop & Revenue Insurance

Crop and revenue insurance are low-cost
tools to help farmers guard against risk of
revenue losses due to yields and prices
that fall short of planting-time expecta-
tions. Crop yield insurance provides pay-
ments to producers when realized yield
falls below the producers’ insured yield
level, whereas crop revenue insurance
pays indemnities based on revenue short-
falls that result from yield or price short-
falls (AO April 1999). But unlike most
other risk management tools, crop and
revenue insurance also provide a special
case where income risk is reduced and
expected returns are increased because of
Federal government intervention in premi-
ums charged to farmers. The Federal Crop
Insurance Corporation (FCIC) provides
subsidies to private companies, eliminat-
ing much of the delivery cost and under-
writing risk from premiums, and helping
to ensure that premiums are a close repre-
sentation of longrun expected indemnities.
In addition, the FCIC subsidizes producer
premiums to lower the cost of acquiring
insurance so that, in the aggregate, total

This article continues Agricultural
Outlook’s series on risk management.
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How Are Insurance Premium Rates Set & Subsidies Applied?

An insurance premium is the amount an individual or business pays for purchase of
insurance. For crop and revenue insurance, premiums are generally expressed on a
dollars-per-acre basis, but are calculated as a percent of the total liability. Total lia-
bility is the maximum loss exposure of the insurer—the amount of indemnity pay-
ment required if yield were to fall to zero.

Because premiums for crop and revenue insurance are designed to cover losses over
time, insurers project yield and revenue distributions to show expected losses and
payouts at different levels of insurance guarantees. Premium rates are determined by
several factors:

* the type of crop, size of insured unit, and coverage level selected;
e the farm’s loss experience and APH (actual production history) yield; and

* the county yield and its historical variability.

For a given crop at a given price, premium rates are highest for land where risk of
production loss is greatest—i.e., where yields are the most variable.

USDA'’s Risk Management Agency (RMA) subsidies encourage participation in crop
insurance by reducing producer premiums. The amount of the subsidy depends on
the type of insurance and the coverage level in accordance with the 1994 Federal
Crop Insurance Reform Act. For minimum CAT (catastrophic) coverage—i.e., 50-
percent yield coverage at 55 percent of the expected harvest-time price—the pre-
mium is entirely subsidized, and a policy may be purchased for a small processing
fee. At higher levels of coverage—referred to as “buy-up” coverage—subsidies are
calculated in accordance with yield/price rules:

Calculation of “buy-up’ coverage subsidy:

* Yield/price guarantees below the 65/100 level (65-percent yield coverage at a
100-percent price coverage election) are subsidized at a rate equivalent to CAT
coverage.

* Yield/price guarantees at or above 65/100 level are subsidized at a rate equivalent
to a 50/75 guarantee.

 For each of the above two ranges the subsidy is first calculated as a fixed amount.
That amount is then applied to the higher premiums associated with higher cov-
erage levels.

Thus the subsidy share of the premium rate declines as coverage rises, with the
exception of a kink at the 65/100 coverage break-point where the subsidy share
attains a maximum value of nearly 42 percent of the premiums. Premium subsidies
are also available for revenue insurance but are based strictly on the yield portion of
coverage. As a result, revenue insurance subsidies are generally a lower proportion of
total premiums than their yield-based crop insurance counterparts.

expected returns over the long term are
greater than farmers’ total actual premium
costs. In other words, a dollar’s worth of
expected return can be purchased for less
than a dollar of premium.

Substantial taxpayer dollars have been
expended over the years to make insurance
available on a widespread basis and to
increase producer participation in insurance
programs. Between 1981 and 1998, Federal
risk management outlays included $5.7 bil-
lion in producer premium subsidies, $3.9
billion in administrative reimbursements to

private insurance deliverers (plus another
$1.6 billion in other administrative costs),
and $3 billion in net underwriting losses
which, in the absence of Federal risk shar-
ing, would have been borne by the private
companies selling the policies.

Since passage of the 1994 Federal Crop
Insurance Reform Act, total insurance-
related outlays have averaged nearly $1.4
billion per year, with premium subsidies
comprising the bulk of the transfer. The
premium subsidy share of those outlays
has also increased. The larger outlays are

due in large part to a significant rise in
participation. Insured acreage peaked at
75 percent of eligible acres in 1995 when
participation in crop insurance was
mandatory for farmers to be eligible for
other Federal program benefits—e.g.,
deficiency payments. The mandatory par-
ticipation requirement was dropped for
1996 and subsequent years, and as a
result, participation has declined.

Under most private insurance policies:
Total premiums = expected indemnities +
administrative costs + profit margin

What makes government-subsidized
insurance such a good deal? Under most
private insurance programs—e.g., auto-
mobile, homeowners, health—premiums
are set to include all expected indemnities
(payments made on qualifying losses),
plus all the costs of administering the
policies, plus a reasonable profit. If pre-
miums fall short of this goal, the company
loses money and must either raise premi-
ums or go out of business. Competition
among private companies helps to mini-
mize increases in profit margins, keeping
premium increases down.

Under FCIC-backed crop insurance:
Total premiums = expected indemnities

Under the FCIC-backed crop insurance
program, government payments to insur-
ance carriers are used to ensure that total
premiums are set to cover expected
indemnities only, which reduces the pre-
miums paid by farmers. Federal crop
insurance subsidies are designed, in large
part, to equate premium rates with the
long-term chance of loss.

To achieve this objective, USDA’s Risk
Management Agency (RMA), through the
FCIC, subsidizes private insurance com-
panies that sell and deliver crop and rev-
enue insurance, by reimbursing them for
the costs of selling and underwriting poli-
cies, adjusting losses, and processing pol-
icy data. The government also lowers the
risk associated with underwriting crop
and revenue insurance by sharing the risk
of loss (and the possibility of gain) on
policies sold by private companies.

To encourage producer participation in
agricultural insurance markets, the gov-
ernment also pays a portion of producers’
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premiums on FCIC-approved policies,
ranging from 13 to 100 percent depending
on the type of insurance and the coverage
option chosen. Premium subsidies are
based only on the yield portion of feder-
ally backed insurance policies. Subsidies
on revenue insurance plans are limited to
the amount payable if the producer had
elected the yield-based coverage. From
1981 to 1994 these subsidies averaged
about 25 percent of total premiums.
Beginning with the Federal Crop Insur-
ance Reform Act of 1994, government
subsidies have averaged about 50 percent
of total premiums across all policies—
comprised of a 100-percent share of
premiums for minimum catastrophic cov-
erage (CAT) and a 40-percent share of
premiums for additional yield loss “buy-
up” protection.

Under actuarially fair insurance rate set-
ting—where total premiums equal indem-
nities paid out, and the insurance program
“breaks even”—the premium subsidies
represent a positive expected benefit to
producers who purchase insurance. In
other words, with the government paying
part of farmers’ insurance premiums,
expected net returns per acre are greater
with insurance than without.

How does this work? If the insurance
company writing the policy and the pro-
ducer buying the policy have equal infor-
mation about risk, and if the insurance
premium is set to correctly reflect that
risk, then the premium should exactly
equal the expected indemnity. With no
government subsidy, the producer would
pay the full premium and no expected
benefit would ensue beyond being able to
transfer some production risk. However,
when the government subsidizes a portion
of an actuarially fair premium, the pro-
ducer pays less than the full premium but
still can expect to obtain the full indem-
nity. Thus, a dollar of a farmer’s premium
returns more than a dollar of expected
benefit over the long run.

A measure of the actuarial success of pre-
mium rating for crop insurance is the loss
ratio—total indemnities paid divided by
total premiums received. Because rates
are set to reflect the longrun chance of
loss, actuarial fairness equates to a loss
ratio of approximately 1.0. However, in
any given year, the loss ratio for a crop in

Since the 1994 Reform, Total Crop and Revenue Insurance Premiums
Have Generally Exceeded Indemnities Paid Out

Ratio
3.5

Ratio of indemnities to 1994 Federal
30 Crop Insurance

producer-paid premiums

Reform Act

2.5
2.0
15 /
10 V7
Ratio of indemnities \/
05 to total premiums
(loss ratio)
0.0 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
1981 85 89 93 97

Total premiums = Producer-paid premiums plus Federal Crop Insurance Corporation (FCIC)
premium subsidy. A longrun average loss ratio of 1.0 implies actuarial soundness-—-i.e., an
insurance program "breaks even" with regard to premiums and indemnities.

Source: Risk Management Agency, USDA.
Economic Research Service, USDA

a specific area is unlikely to equal exactly
1.0, due to variations in weather. In a year
with extremely unfavorable weather, the
sum of crop and revenue insurance poli-
cies would be expected to show a loss
ratio greater than 1.0, implying net under-
writing losses (although reimbursement
subsidies to private companies for admin-
istrative costs could potentially make up
for the losses). In years with more normal
weather, a loss ratio less than 1.0 may
result, with net underwriting gains.

From 1981 through 1993, annual loss
ratios (based on total premiums, including
subsidies to producers) exceeded unity,
suggesting that ratings on subsidized
insurance were not actuarially sound.
Since 1990, many features of the FCIC-
backed crop insurance program have been
improved in an “actuarial” sense. For
example, rates have been raised, and more
stringent penalties for yield data inade-
quacies have been imposed on insured
farmers. These changes, in combination
with several years of moderate weather,
have helped to improve loss ratio perfor-
mance significantly since 1993. In addi-
tion, private companies have been asked
to bear a greater share of the underwriting
risk, while reimbursement for administra-
tive costs has declined.

From the producers’ point of view, the
relevant ratio is based on actual premi-
ums they pay—the farmers’ cost after
subtracting out the Federal subsidy por-
tion of the premium. The ratio based on
the producer-paid premium has exceeded
unity in every year since 1981 with the
exception of 1994 when it dipped below
unity. Since 1995 the national aggregate
producer-paid indemnity/premium ratio
has averaged nearly 1.77, implying that
$1 of premium has bought $1.77 of
expected indemnity benefit “on average,”
plus some additional unquantified “bene-
fit” from risk reduction.

If federally subsidized crop and revenue
insurance is such a good deal, why don’t
all eligible producers take advantage of it?
While the answer to this question is debat-
able, there are several possible reasons
why participation in crop and revenue
insurance programs is less then universal
(in 1998 about 65 percent of acreage
planted to major field crops was insured).
A key to understanding these reasons rests
on the premise that risk-averse farmers can
be expected to purchase correctly rated
insurance (where the premium accurately
reflects the true risk of loss), and both
insurer and insured regard the premium as
accurately reflecting risk.
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Subsidy-Paid Share of Crop and Revenue Insurance Premiums

Increased Sharply in 1995

S billion
2.0
1994 Federal
Crop Insurance
1.5 Reform Act
1.0 | Total premiums

0.5

0.0
1981 85 89

Producer-paid

93 97

Premium subsidies are paid by the Federal Crop Insurance Corporation (FCIC).

Source: Risk Management Agency, USDA.
Economic Research Service, USDA

Under this premise, there are several char-
acteristics of crop and revenue insurance
programs that help explain less-than-
universal participation. First and foremost,
it is likely that many farmers simply do
not believe expected indemnities exceed
their producer-paid share of the premium.
These farmers believe (rightly or wrong-
ly) that premium rates fail to reflect their
specific situation. In other words, many
farmers feel that the premium rates they
face (or the processing fee in the case of
CAT coverage) overstate their risk of loss.
Imperfections in the rate setting scheme
probably make this true for some, while
others may be poorly informed about the
true extent of farm-level risk.

There may also be some misunderstand-
ing or general lack of information con-
cerning how crop and revenue insurance
programs work and the advantages they
impart. This problem is compounded by
the growing array of available insurance
products, which strengthens the percep-
tion that crop and revenue insurance pro-
grams, like many other risk management
programs, are too complicated to under-
stand and use correctly.

Other reasons that are frequently cited as
contributing to less-than-universal partici-

pation in subsidized crop insurance
include:

1) An operator’s overall level of wealth
can have a strong bearing on risk decision-
making. For many large commercial oper-
ations with substantial equity values, the
potential magnitude of a crop loss relative
to the equity base may be very small, so
the incentive to buy insurance is low.

2) Management objectives such as profit
maximization or enterprise growth may
supersede risk management goals and
diminish the demand for insurance.

3) Many farmers have some ability to
reduce yield and revenue risk through the
use of alternative strategies—stable off-
farm wage opportunities or diversification
of on-farm activities—which may be
more cost-effective under some circum-
stances. Some farms may reduce yield
risk simply by altering cultivation and
crop management practices, at lower cost
than the producer-paid share of the pre-
mium on a crop insurance policy.

Finally, many researchers have cited the
frequent use of Federal ad hoc disaster
assistance payments (from 1988 through
1994 and again in 1998) as a principal
deterrent to purchasing crop insurance.

Why pay a premium for something that
you would likely get for free?

Do FCIC Subsidies Alter
Producer & Carrier Behavior?

The goal of FCIC subsidies is to alter
behavior—namely, increase participation
in crop and revenue insurance markets. If
successful, this contributes to the higher
goal of encouraging farmers to reduce
their risks, thereby increasing the viability
of agriculture and reducing the need for
publicly funded disaster assistance pro-
grams. But do FCIC subsidies have other
consequences? The answer appears to be
yes, for several reasons.

First, when viewed as an increase in
expected revenue, the subsidy provides
not only an incentive to purchase insur-
ance, but also to marginally expand area
under crop production, since a producer’s
total expected return increases with every
insured acre.

Second, since premium subsidies are calcu-
lated as a percent of total premium, and
premiums are higher for production on
riskier land, the subsidies are weighted in
favor of production on land with the great-
est yield variability. As a result, subsidies
may encourage production on land that
might otherwise not be planted. And to the
extent that yield risk varies across both
crops and fields, distortions are likely to
occur across both regions and commodities.

Third, in the absence of FCIC subsidies,
crop insurance premiums would include
markups for the insurance companies’
administrative costs and profit margin.
These added costs could make premium
rates prohibitively expensive in high-risk
areas. If the higher premium rates discour-
age participation, such areas would be less
attractive markets to private companies
selling the policies. To this extent, Federal
subsidies increase the likelihood of insur-
ance delivery, and consequently produc-
tion, in high-risk areas, such as various
locations in the Great Plains.

Randy Schnepf (202) 694-5293 and
Richard Heifner (202) 694-5297
rschnepf@econ.ag.gov
rheifner@econ.ag.gov
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Reducing Greenhouse Gas
Buildup: Potential Impacts
On Farm-Sector Returns

ities have enhanced the natural green-

house effect of the earth’s atmosphere
by substantially increasing concentrations
of greenhouse gases, and that additional
warming of the Earth’s surface and
atmosphere may adversely affect natural
ecosystems and humankind prompted
negotiation of the United Nations Frame-
work Convention on Climate Change
(UNFCCC). The UNFCCC was ratified
by the U.S. on October 15, 1992 and put
in force on March 21, 1994. The U.S. and
other developed countries that were par-
ties to the treaty were committed to
“...adopt national policies and take corre-
sponding measures on the mitigation of
climate change, by limiting its anthro-
pogenic [manmade] emissions of green-
house gases and protecting and enhancing
its greenhouse gas sinks and reservoirs”
(Article 4, paragraph 2a).

Intemational concern that human activ-

Concern that the voluntary approach
under the UNFCCC has not resulted in
sufficient greenhouse gas (GHG) emis-
sions reduction or development of ade-
quate emissions-absorbing terrestrial sinks
could lead to further clarification in sub-
sequent international agreements or
national-level

programs to control emissions without
any additional treaty.

Several key features that national-level
programs or international agreements
would likely include are:

 national GHG emission reduction tar-
gets, particularly for carbon dioxide
(CO,), the most prominent GHG;

 programs to encourage development of
emissions-absorbing land “sinks” to
sequester carbon; and

* an emissions permit trading system for
meeting emissions reduction targets.

How to Reduce U.S.
GHG’s at Lowest Cost

Two strategies to lower atmospheric con-
centrations of GHG’s are abatement
(reducing GHG emissions into the air)
and sequestration (taking GHG’s out of
the air and retaining carbon in the soil or
in above-ground biomass). Because car-
bon dioxide accounts for over 80 percent
of U.S. GHG?’s, carbon compounds are a
logical policy target. National policies to
reduce carbon emissions could include

regulation of fuel and other fossil energy
use, or a system of tradable carbon emis-
sions permits that would be issued by the
government to manufacturers of energy
and energy-intensive products—such as
fuel, electricity, and selected chemicals.
National policies to mitigate GHG’s could
include a program to establish GHG
sinks, whereby carbon would be accumu-
lated in agricultural soils through land use
changes and forestry practices. A system
of tradable carbon permits would increase
agricultural input prices and decrease
farm income, while carbon sequestration
could provide a valuable role for agricul-
ture to play in an overall national GHG
reduction policy.

Any GHG reduction strategy would come
at a cost to all sectors of the economy, but
a system of tradable carbon emissions
permits would be a relatively flexible
approach, still meeting the goal of lower
GHG emissions, but at less cost. Key to
determining the magnitude of carbon per-
mit prices in the U.S. would be the initial
allocation of carbon permits consistent
with desired GHG emission reduction,
and the extent of allowable carbon permit
trading. Prices of carbon permits (1 per-
mit = 1 allowable ton of carbon emis-
sions) would be higher with fewer permits
issued, reflecting greater reductions in
acceptable GHG emissions.

If a permit system is implemented within
the U.S., an initial emissions permit allo-
cation that reflects the national reduction
target could be made to manufacturers of
energy and energy-intensive products.
Then, a mechanism could be created for
firms to trade CO, emissions permits in
order to lower the costs of reducing net
GHG emissions. With permit trading
allowed, companies with the ability to
reduce emissions at relatively lower cost
could sell their excess emissions rights to
those whose costs of reducing emissions
exceed the permit purchase price. Permit
trading would help achieve emissions
reduction at the least cost per ton of car-
bon and at least cost to the overall econ-
omy. But permit prices would be lower if
international permit trading were allowed
and if opportunities to manage resources
for carbon sequestration were broadened.

Studies suggest that agricultural sinks
could sequester about 60-64 mmt of
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A System of Carbon Permits Would Cut Net Returns for Crop and
Livestock Producers

2010 Carbon permit price
base $14/mt $100/mt $200/mt
$ billion ~ —mmemeeeeeen Percent change------------
Crops:
Total value of production 100.5 0.1 0.6 1.1
Total variable costs 55.0 0.5 B15 6.8
Net cash returns 50.4 -0.4 -2.7 -5.2
Livestock:
Total value of production 117.3 0.2 1.1 2.2
Total variable costs 93.6 0.2 1.7 3.2
Net cash returns 23.8 -0.1 -0.9 -1.6
Crops and Livestock:
Total value of production 217.9 0.1 0.9 1.7
Total variable costs 148.6 0.3 2.3 4.5
Net cash returns 74.2 -0.3 -2.1 -4.1

The carbon permit price would be determined, in part, by the level of emissions permit trading. The $14/mt
carbon permit price assumes full international emissions permit trading; the $100/mt carbon permit price
assumes limited international emissions permit trading; and the $200/mt carbon permit price assumes no

international emissions permit trading.

Based on estimates from the ERS U.S. regional agricultural sector model for 2010.

Economic Research Service, USDA

carbon at an annual cost of about $1.5
billion. Private industry could arrange to
pay farmers to sequester carbon, allowing
a firm to stay within its emissions limit
or meet a portion of its emissions reduc-
tion by purchasing a certifiable ton of
sequestered carbon to offset a ton of
emitted carbon. Credits for carbon
sequestration in agricultural land sinks
could also be established as a marketable
commodity to be traded along with car-
bon emissions permits.

Farm policy could also be key to provid-
ing incentives to develop carbon sinks.
The government could provide financial
and technical assistance to farmers who
wish to establish carbon sinks. In addi-
tion, a government carbon sequestration
program could be devised to contract with
landowners to engage in specific cultural
practices that would remove GHG’s from
the air, thus reducing the need for more
costly cuts in GHG emissions.

Agriculture Would Share
GHG Reduction Costs

The net economic impact of a GHG
reduction strategy on U.S. farmers would
depend on the mix of policies and pro-
grams chosen to achieve GHG reduction
goals. For example, implementation of a
carbon permit system would raise fuel
prices and add to farm production costs,

although payments to manage farmland as
carbon sinks would add to farm revenue.
In 1996, farmers spent $28.7 billion
(about 18 percent of total cash expenses)
for carbon-intensive manufactured
inputs—fuels, oils, electricity, fertilizer,
and pesticides—for which prices would
likely increase with carbon permit prices.
In addition, U.S. farmers spent $11.5 bil-
lion (7 percent of cash expenses) on
machine hire and custom work and on
marketing, storage, and transportation—
all services with significant energy
requirements.

USDA'’s Economic Research Service
(ERS) used a regional agricultural sector

model to analyze the economic impact of
an illustrative set of carbon emissions per-
mit prices on U.S. agriculture. A carbon
emissions permit program is assumed to
raise input prices according to carbon
embodied in the inputs and the carbon
permit prices. Effects of energy cost
increases on agriculture—livestock and
10 selected major crops—are estimated
for three scenarios of carbon permit prices
that would be determined, in part, by
three levels of emissions permit trading:
1) a carbon permit price of $14 per metric
ton of carbon, assuming full international
emissions permit trading; 2) a carbon per-
mit price of $100 per metric ton, assum-
ing limited international emissions permit
trading; and 3) a carbon permit price of
$200 per metric ton, assuming no interna-
tional emissions permit trading. With
increased possibilities for permit trading
and with increased incentives to reduce
GHG emissions and sequester carbon, the
carbon permit price would be expected to
be on the low side.

A system of carbon permits would
increase agricultural production costs,
reduce commodity supplies, and increase
prices and value of production. The nega-
tive effects of cost increases on income
are partially offset by commodity price
and revenue increases. The estimated
impact on agricultural income is minimal
under the lowest carbon permit price of
$14 per metric ton. At this level, net cash
returns are estimated to decline less than a
half percent, and commodity prices
increase by a half percent or less.

A System of Carbon Permits Would Reduce Soybean Acreage by Less Than

1 Million Acres

2010 Carbon permit price
base $14/mt $100/mt $200/mt
---------------------- Million acres-----------=-=--=-=----

10 major field crops 342.1 -0.8 -5.4 -10.7
Feedgrains 107.7 -0.2 -1.8 -3.6
Wheat 77.5 -0.2 -1.4 -2.9
Soybeans 70.3 -0.1 -0.4 -0.8
Hay 62.5 -0.2 -0.8 -1.3
Cotton, rice, and silage 241 -0.1 -1.0 -2.1

Feed grains include corn, sorghum, barley, and oats. The carbon permit price would be determined, in part,
by the level of emissions permit trading. The $14/mt carbon permit price assumes full international emissions
permit trading; the $100/mt carbon permit price assumes limited international emissions permit trading; and
the $200/mt carbon permit price assumes no international emissions permit trading.

Based on estimates from the ERS U.S. regional agricultural sector model for 2010.
Economic Research Service, USDA
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Conventionally Tilled Land Would Account for Most of the Acreage Removed from Production

In a System of Carbon Permits

$14/mt carbon permit price

$100/mt carbon permit price

$200/mt carbon permit price

100% 91% 90%
6% 6%
4% 5%

Total acreage decrease
0.8 million

Total acreage decrease
5.4 million

Total acreage decrease
10.7 million

E Conventional tillage

] No-il

Conservation fillage:

[ Muleh

The carbon permit price would be determined, in part, by the level of emissions permit frading. The $14/mt carbon permit price assumes
full infernational emissions permit trading; the $100/mt carbon permit price assumes limited international emissions permit frading; and the
$200/mt carbon permit price assumes no intemational emissions permit frading.

Acreage projections for 2010 for 10 mgjor field crops from the ERS U.S. regional agricultural sector model.

Economic Research Service, USDA

As the carbon permit price increases, the
impact on income is more pronounced,
particularly for irrigated and chemical-
intensive cropping systems. With a $100
carbon permit price, net cash returns
decline about 2 percent. Price increases
range from less than a half percent for
soybeans, to 1 percent for wheat, about 3
percent for feed grains, and 3.5 percent
for rice. Prices for milk, hogs, and broil-
ers increase by about 1 percent, and beef
prices increase by about 2.5 percent. With
a $200 carbon permit price, net income
and price effects are about double the
effects of the $100 price.

With a carbon permit price of $14, land
planted to the 10 selected crops declines
by about 800,000 acres, about 0.2 percent.
Plantings of three commodities—feed
grains, wheat, and hay—fall by about
200,000 acres each; about 100,000 acres
of soybeans are taken out of production;
and land planted to rice, cotton, and silage
drops a total of 100,000 acres. As the car-
bon permit price increases, soybean and
hay acreage reductions decrease in rela-

tive importance because other crops
higher in energy content (requiring more
fuel and fertilizer inputs) incur greater
cost increases. With carbon permit prices
of $100 and $200, total planted acreage is
reduced by 5.4 million and 10.7 million
acres. Almost all land taken out of pro-
duction is land that has been tilled con-
ventionally (with or without moldboard
plows); the costs of conventional tillage
are more affected by a carbon permit
system than are the generally less energy-
intensive conservation tillage systems.

In the long term, economic adjustment
would dampen the effect of production
cost increases arising from a system of
carbon permits. Results of the analysis
indicate that the sector would respond to
increases in energy costs by reducing
input use, by altering management prac-
tices to include less energy-intensive
practices, by changing crop mix, and by
taking marginal (less profitable) land out
of production.

Farmland Management:
A Tool for GHG Reduction

Most U.S. agricultural soils have the
potential to accumulate or sequester car-
bon through changes in land use and man-
agement. During the first 20-40 years
under conventional tillage, the original
carbon level of soil declines by 30-60 per-
cent and then stabilizes at a new lower
equilibrium. Because a great majority of
U.S. cropland has been in production for
many decades, large initial releases of
carbon from that land have already
occurred, and current releases are very
low—estimates range between 2.7 and 15
million metric tons (mmt) annually. On
land with carbon-depleted soil, shifting
from conventional tillage to permanent
grasses or no-till systems can result in soil
carbon accumulation of up to 2,000 lbs.
per acre per year. To return soils to their
maximum carbon-carrying capacity takes
about 50 years.

Conversion of marginal cropland and pas-
ture to forest offers potential for agricul-
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How ERS Estimates Ag-Sector Costs

From a Carbon Permit System

To estimate cost increases from a system of carbon permits, ERS uses a U.S.
regional agricultural sector model designed for general-purpose economic, environ-
mental, and policy analysis of the U.S. agricultural sector. The model represents
agricultural markets and production enterprises in considerable detail and all ele-
ments of the model are calibrated to the latest available baseline, geographic, and
cost of production data. The model is linked with regularly updated USDA produc-
tion practice surveys, and geographic information system (GIS) databases, such as

the National Resources Inventory.

The model predicts how changes in farm resources, environmental or trade policy,
commodity demand, or technology will affect supply and demand of crops and live-
stock, farm prices and income, use of production inputs, participation rates and
government expenditures for farm programs, and environmental indicators (such as
erosion, nutrient and pesticide loadings, greenhouse gases, and others).

To calculate the increase in input prices caused by a carbon permit system, ERS
multiplies the carbon embodied in each input by the carbon permit price, and then
applies the increased input prices to each of the nearly 1,000 production systems
contained in the model. The model determines how supply and use adjust to return
commodity and input markets to equilibrium. The resulting changes in supply, use,
acreage, price and other market indicators form the basis for determining the
impacts of a carbon permit system on the agriculture sector.

tural carbon sinks. One study estimates
that establishing a forest incentive pro-
gram for reducing GHG’s, patterned after
the Conservation Reserve Program (CRP),
could sequester about 44 mmt of carbon
on some 22 million acres at a cost of
$456 million annually at about $10/mt of
carbon. More land could be converted and
carbon sequestered, but at increasing cost
per metric ton. Pastureland would be the
source of most of the land converted to
forest.

Although forests generally sequester more
carbon and above-ground biomass than
grassland, grassland soils are often higher
in carbon content than forest soils. Grass-
land soil carbon is primarily a function of
root mortality. Grass roots are thin, com-
pact, and can extend to a depth of a meter
or more. Forest soil carbon, on the other
hand, is primarily a function of tree litter
and fine root turnover near the surface.
On land that was once prairie or is other-
wise ill-suited to forestation, converting
cropland to grasses sequesters carbon
more economically and efficiently than
forestation.

Studies of cropland conversion suggest
that a 25-million-acre CRP-like program
to plant marginal cropland to grasses

could sequester about 8.6 mmt of carbon
per year in the Great Plains. In the 18th
CRP sign-up period (October-December
1998), mean land rental payments for
states in the Great Plains ranged from
about $32 to $40 per acre. With a similar
payment rate for creating carbon sinks, a
rough cost estimate of government out-
lays to shift 25 million acres from crop-
land to grasslands would be $800
million-$1 billion per year.

Use of conservation tillage, particularly
no-till, can increase carbon levels in culti-
vated soil. Shifting 20 million acres from
conventional tillage into no-till would
annually sequester between 6.9 mmt and
11.3 mmt of carbon, according to soil sci-
entists Kern and Johnson. ERS estimates
that, between 1989 and 1996, planted
cropland using conservation tillage
increased from 71.7 million acres (26 per-
cent of planted acres) to 103.8 million
acres (35 percent of planted acres), with
no-till accounting for nearly all the
increase. In 1996, acreage under no-till
alone accounted for 15 percent of total
planted acreage.

The cost of providing farmers with incen-
tives to shift an additional 20 million
acres into no-till is speculative, because

sorting out the relative importance of
multiple factors contributing to use of no-
till is difficult. An incentive provided in
the Food Security Act of 1985 (and con-
tinuing through the 1996 Farm Act) links
agricultural program payment eligibility
to adoption of conservation systems on
highly erodible land (HEL). “Conserva-
tion compliance” requires farmers with
HEL to implement conservation plans—
such as the adoption of conservation
tillage—if they wish to receive USDA
program benefits.

Conservation tillage can be more prof-
itable than conventional tillage under
some conditions. But factors such as the
higher level of management skills needed,
capital outlays for new machinery, and the
long-term nature of the decision appear to
be hindering further adoption. So it is
likely that the mitigation of GHG emis-
sions via expanded use of conservation
tillage would require additional economic
incentives.

Farmers Could Bank
On Carbon Sinks

Agriculture could benefit from a national
greenhouse gas emissions reduction strat-
egy that includes a significant role for ter-
restrial (land) carbon sinks. Carbon sinks
require land, and farms account for almost
half of all U.S. land in the 48 contiguous
states. Given appropriate economic
inducements, significant areas could be
managed to increase carbon stored in soils
and in above-ground biomass.

The role of terrestrial carbon sinks in mit-
igating GHG emissions is in the early
stages of development. If carbon sinks are
to be established by planting cropland to
forest or grass or by expanding adoption
of conservation tillage, then policies to
promote agricultural carbon sinks must
provide producers with incentives to enter
into longrun land management commit-
ments. Studies by both ERS and other
observers conclude that the changes
would have to remain in effect for
extended periods of time (perhaps a mini-
mum of 20 years) to prevent re-release of
carbon sequestered in soils or biomass.

To assess how government policies might
address carbon sequestration through agri-
culture, it is helpful to view land owner-
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ship as a bundle of separate interests
(claims), each conveying the right to use a
parcel of land in a particular way (e.g., a
utility easement or mineral rights). The
set of interests associated with any given
parcel may be held by one agent (e.g., the
farm operator or landowner) or may be
distributed among multiple agents (public
and private). The market value of any
interest reflects expectations about the
present value of all current and future
uses the interest allows.

Establishing agricultural GHG sinks
within a market framework for carbon
emissions permits would create a new
economic interest in farmland—the right
to manage it for increased carbon content.
Landowners and farmers could then
choose to sequester carbon if its net
returns exceed those from other uses over
some relevant time horizon. The general
idea is that firms with high emissions
reduction costs, such as electric power
generators, would mitigate the environ-
mental impacts of their emissions by con-
tracting with other firms (such as farms)
to engage in specific sequestration activi-

ties. If the price of carbon emissions
permits were sufficiently high, it is con-
ceivable that firms would find it economi-
cal to pay farmers to sequester enough
carbon to significantly offset national
GHG emissions. In the case of lower-
than-desired levels of carbon sequestra-
tion, the government could assess whether
or not the social benefits of sequestering
carbon are sufficient to justify govern-
ment expenditures to increase land in
agricultural carbon sinks.

If government outlays are determined to
be justified, carbon sequestration could
become an explicit conservation objective
of farm policy, implemented with new or
existing programs. Conservation programs
authorized in the 1996 Farm Act encour-
age farmers and ranchers to reduce soil
erosion, protect wetlands, improve water
quality, and enhance wildlife habitat.
USDA conservation program incentives
for farm owners and operators include
annual rental payments to landowners for
retiring environmentally sensitive lands,
cost-share assistance to establish practices
that reduce environmental damage, and

opportunities for education and technical
assistance.

If promoting carbon sequestration were to
become an explicit goal of USDA conser-
vation policy, these tools could be
modified or expanded to encourage the
adoption of agricultural practices that
increase the quantity of carbon stored in
soils and biomass, and to help satisfy
possible emissions reduction require-
ments. Unlike other conservation pro-
grams, all of which are either short-term
or contain release clauses, any policies
promoting the exit of agricultural land
from production for as long as 25 years
would need to be further evaluated under
different future global food security and
price scenarios.
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Lewandrowski (202) 694-5522, Robert
House (202) 694-5480, and Mark Peters
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Facing the Phaseout
Of Methyl Bromide

ith the agricultural pesticide
methyl bromide being phased
out by parties to the Montreal

Protocol, public and private sector efforts
are underway to develop effective alterna-
tives. Methyl bromide is an agricultural
pesticide that has been used for over 50
years to control insects, pathogens, nema-
todes, and weeds in vegetable, fruit, and
nut crops. It is used for soil fumigation
before planting, post-harvest fumigation
of agricultural products in storage and
prior to shipment, and for government-
required quarantine treatment of com-
modities to prevent the spread of pests.

Methyl bromide has been classified as a
substance that depletes the stratospheric
ozone layer. The ozone layer protects the
earth against the most harmful types of
radiation from the sun, so depletion of
this layer may increase the incidence of
skin cancer, sunburn, eye damage, and
other adverse effects. To address these
potential dangers, an international agree-
ment, the Montreal Protocol, was reached
in 1987 to control or phase out use of
chemicals that may be contributing to loss
of the ozone layer. Methyl bromide was
included in this agreement in 1992 and is
now subject to an international phaseout.

Many U.S. users, including growers and
the food industry, are concerned that alter-
native practices currently available to
replace methyl bromide use will be less
effective, resulting in financial losses. In
response to these concerns, USDA, the
Environmental Protection Agency, state
universities, and private firms are working
to develop new alternatives. As part of
USDA’s contribution to this effort, the
Economic Research Service has cooper-
ated with the National Center for Food
and Agricultural Policy (NCFAP) and the
University of Florida in analyzing the
economic tradeoffs of these alternatives
and of the phaseout itself.

U.S. Use Heaviest
In Florida & California

Most methyl bromide is used in the U.S.
for soil fumigation prior to planting crops
to control a broad spectrum of insects,
pathogens, nematodes, and weeds.
NCFAP estimates that about 35 million
pounds of active ingredient are used for
that purpose annually. Use on tomatoes
accounts for 30 percent of the total, straw-
berries for 19 percent, and peppers for 14
percent. Another 16 percent is used on
perennial crops such as almonds, grapes,
peaches, nectarines, plums, prunes, and
walnuts. Ornamentals and nursery crops,

including strawberry and fruit tree trans-
plants, rose plants, and tobacco seedlings,
account for 6 percent. The remainder is
used on other vegetable crops.

California and Florida are the states with
the largest methyl bromide use in the U.S.
Over 90 percent of Florida’s acreage in
fresh-market tomatoes, strawberries, and
peppers was treated in 1996, the most
recent year for which data are available.
Cucumbers, squash, and watermelons that
are double-cropped with tomatoes or pep-
pers in Florida also benefit from this use
of methyl bromide. Over 75 percent of
eggplant acres in Florida was treated in
1996, although this accounts for only a
small amount of the methyl bromide used
in the state.

In California, growers treated 90 percent
of strawberry acres in 1996. Methyl bro-
mide is also widely used to control soil
pests from previously planted perennials
before replanting orchards and vineyards.
Agricultural nurseries use the pesticide to
produce vigorous transplants of strawber-
ries, perennials, and other crops, and to
meet a California requirement that trans-
plants be pest-free for transporting. Most
producers of organic strawberries in Cali-
fornia use transplants grown in soil
treated with methyl bromide.

Post-harvest treatments with methyl bro-
mide protect the quality of commodities
in storage and allow handlers to meet
FDA sanitary standards. Large quantities
of dates, figs, raisins, almonds, and wal-
nuts produced in California are routinely
treated before and periodically during
storage. Walnuts exported for European
holiday markets are treated to meet import
standards. Methyl bromide is also used to
treat mills, ships, and structures for pest
control.

Many governments require quarantine
treatments with methyl bromide for
imports of food and other commodities to
prevent the spread of damaging pests.
Fresh fruit imported from Chile, including
grapes, peaches, nectarines, and kiwifruit,
accounted for over 85 percent of the value
of food imports required to receive methyl
bromide quarantine treatments for entry
into the U.S. in fiscal year 1996. Methyl
bromide is also used as a domestic quar-
antine treatment for such crops as citrus
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produced in Florida and Texas and for
blueberries produced in the Southeast
before shipment to western states.

In recent years, some U.S. exports of
sweet cherries, peaches, nectarines,
plums, prunes, apricots, dates, dried
prunes, walnuts, oak logs, cotton, rice,
and tobacco were treated to meet the
requirements of importing countries. In
addition, California strawberries exported
to Japan are treated for quarantine pests
not found in that country.

Montreal Protocol
Controls Phaseout

Under the Montreal Protocol, methyl bro-
mide consumption is being phased out
internationally. The treaty, signed by over
160 countries, controls the global produc-
tion and trade of ozone-depleting sub-
stances. Methyl bromide was classified as
an ozone-depleting substance in 1992. In
1997, parties to the Montreal Protocol
agreed that methyl bromide consumption
(defined in the Protocol as production
plus imports minus exports) should be
phased out by 2005. The reduction will
take place in stages: a 25-percent reduc-
tion from a 1991 baseline in 1999; a 50-
percent reduction in 2001; a 70-percent
reduction in 2003; and a 100-percent
reduction in 2005. Developing countries
agreed to freeze methyl bromide use in
2002 at a 1995-98 average and to reduce
consumption from that baseline by 20
percent in 2005. Developing countries
will reach 100-percent reduction in 2015.

The treaty exempts quarantine and pre-
shipment uses from the phaseout. It
remains unclear which post-harvest uses
will be classified as preshipment—this
term and its temporal limitations have yet
to be defined. The treaty also allows
countries to exempt critical uses after
2005, if a country determines that no
technically and economically feasible
alternative is available with acceptable
health and environmental effects and that
significant market disruption would occur
if methyl bromide were unavailable. The
country would have to take technically
and economically feasible steps to mini-
mize methyl bromide use and emissions
and conduct research on developing and
deploying alternatives.

In the U.S., the Montreal Protocol is
implemented through the Clean Air Act.
In December 1993, EPA issued a regula-
tion under the Clean Air Act that would
terminate U.S. production and importation
of methyl bromide by January 1, 2001.
The regulation required a more rapid
elimination schedule than the Montreal
Protocol and did not exempt preshipment,
quarantine, or critical uses. U.S. grower
and industry groups argued that the regu-
lation gave foreign competitors an unfair
advantage in growing and storing crops,
which would disrupt international trade.
Many agricultural scientists argued that
developing cost-effective alternatives
required more time. As a result, Congress
amended the Clean Air Act in October
1998 to harmonize the U.S. phaseout with
the Montreal Protocol.

Limited Alternatives
Concern Users

Public and private research programs,
including potential suppliers, are examin-
ing a variety of potential alternatives,
some fairly well developed and others rel-
atively new. Studies of preplant uses that
measure performance in terms of yield
have focused on Florida tomatoes and
California strawberries; fewer studies
have been conducted for other vegetables,
orchard crops, vineyards, ornamentals,
and nursery crops, leaving uncertainty
about the relative performance of poten-
tial alternatives for these crops. These
studies also have focused on older, regis-
tered pesticides; less yield performance
information is available for other alterna-
tives. Uncertainties also continue about
weed control alternatives that might com-
plement practices that control other pests
to achieve the broad-spectrum control
offered by methyl bromide use.

Based on available performance studies
and researcher judgments, the most likely
chemical alternative for most preplant
uses is Telone (1,3-D and chloropicrin)
or chloropicrin in combination with a
pesticide such as pebulate (Tillam),
napropamide (Devrinol), or metam
sodium (Vapam). Metam sodium might
be used where preplant use of Telone is
restricted. To provide better pest control,
a year of fallow may be needed with
chemical alternatives for some California
perennial crops.

U.S. Preplant Use of Methyl Bromide
Is Greatest for Tomatoes

Crop Quantity*
(1,000 Ibs.)
Tomatoes 10,383
Strawberries 6,601
Peppers 4,741
Grapes 2,511
Nurseries 2,115
Almonds 1,070
Lettuce 936
Carrots 795
Tobacco 657
Nectarines 546
Watermelons 545
Peaches 520
Plums/prunes 513
Cucumbers 441
Sweet potatoes 393
Eggplants 262
Walnuts 260
Citrus 89
Asparagus 75
Cantaloupes 66
Cherries 62
Broccoli 50
Onions 45
Cauliflower 41
Raspberries 26
Apples 10
Brussels sprouts 4
Avocados 2
Apricots 1
Other 639
Total, preplant uses 34,399

Annual use

*Active ingredient.

Source: National Center for Food and Agricultural
Policy, 1999.

Economic Research Service, USDA

Agricultural scientists have been examin-
ing a variety of nonchemical methods,
and some may have an important role in
the future. Currently, scientists at the
University of Florida and USDA’s Agri-
cultural Research Service indicate that
solarization, a technique that traps solar
heat with transparent film to suppress
soil pests, may be feasible on limited
acreage for fall tomato production.
Steam, which requires boilers and other
equipment to heat the soil, may be a fea-
sible alternative for greenhouse produc-
tion of some ornamentals.

In most cases, researchers expect cur-
rently available alternatives to be less
effective than methyl bromide. Research-
ers expect lower yields for tomatoes,
strawberries, peppers, eggplants, second
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Impact of Banning Methyl Bromide for Preplant Use Varies by Crop

Annual net Impact as share
U.S. crop impact of crop value'
$ million Percent
Annuals?
Eggplants 315 25
Strawberries 131.5 19
Squash 5.8 16
Peppers 16.1 6
Tomatoes 30.4 4
Watermelons 9.8 4
Cucumbers 2.4 3
Total, annuals 199.5
Perennials®
Nectarines 8.0 7
Almonds 45.7 4
Grapes 75.4 8
Peaches 5.7 2
Prunes 4.9 2
Walnuts 3.4 1
Total, perennials 143.2
Nurseries and ornamentals*
Sod (GA, FL, CA) 59.6 33
Rose plant nurseries (CA) 6.3 18
Perennial nurseries (CA) 18.6 15
Strawberry nurseries (CA) 29 15
Tobacco seedlings (FL, GA, TN) 5.7 10
Caladium (FL) 1.2 7
Cut flowers (FL, CA) 14.4 5
Total, nurseries and ornamentals 108.7
Total, preplant uses 451.4

1. Percent of value in selected major producing states. 2. Sum of annual impacts on U.S. producers and
consumers. 3. Net present value of impact, over life of orchard, on acres treated in 1 year. 4. Net present
value of impact for rose plants and sod. Partial budgeting impact (change in producer net income, assumes

constant price) for other nurseries and ornamentals.

Source: National Center for Food and Agricultural Policy, 1999.

Economic Research Service, USDA

crops in Florida double-cropping systems
(cucumbers, watermelons, or squash),
perennials, ornamentals, and nursery
crops. Over time, increasing infestations
of pests currently controlled by methyl
bromide could lead to larger yield losses.

In addition, Federal and state regulations
could limit or ban the use of currently
available chemical pesticides, forcing
growers to use less effective alternatives.
California currently has township-level
use restrictions for Telone and may limit
chloropicrin use due to concerns about air
quality. California nursery industry repre-
sentatives and researchers indicate that if
neither methyl bromide nor Telone were
available, growers could not sell nursery
stock when nematodes are found in the
soil, making orchards less productive and
profitable.

In 31 Florida counties, Telone use is
restricted to certain soil conditions to pro-
tect groundwater. Where Telone use is
allowed, the high cost of personal protec-
tive equipment required for working with
Telone, and the difficulty of recruiting
labor to wear the equipment in hot
weather, might cause growers to use a
broadcast application system, which could
be less effective than more labor-intensive
traditional methods. Moreover, napro-
pamide and pebulate, herbicides that
could be used with Telone to replace the
weed control provided by methyl bro-
mide, have Federal label restrictions that
could prevent their use in Florida. Several
new chemical alternatives that might
reduce the financial impacts of methyl
bromide loss, such as basamid (already
registered for nonfood use), methyl
iodide, and propargyl bromide must await

registration under the Federal Insecticide,
Fungicide, and Rodenticide Act (FIFRA).

For post-harvest uses on dried fruits and
nuts that might not be exempt from the
phaseout, phosphine is the most likely
alternative, but phosphine treatments
require more time than methyl bromide to
be effective, which could lead to lost mar-
keting opportunities. For example, walnut
industry representatives argue that if cur-
rently available alternatives such as phos-
phine were used, some walnuts could not
be processed quickly enough for holiday-
season shipment to European markets.
This would result in a loss of high-value
sales and would divert these walnuts to
domestic markets, increasing the supply
and thereby reducing domestic prices.

Phosphine may also have a detrimental
impact on the flavor of walnuts. Adding
further to the costs of phosphine as a
methyl bromide alternative, storage facili-
ties using the chemical require better seal-
ing to prevent leakage and require
protection of electrical equipment from
the corrosive effects of phosphine.

EPA has proposed restrictions on phos-
phine that could prevent use in some stor-
age facilities, in response to concerns
about acute toxicity and the danger of
worker and bystander exposure. EPA
extended its review schedule to consider
public input and examine more options to
reduce risks and intends to revise the pro-
posal in August 1999.

Economic Estimates Help
Target Mitigation Efforts

Based on current knowledge about alter-
natives to methyl bromide, the planned
phaseout will cause substantial short-term
losses to U.S. producers and consumers of
crops treated with methyl bromide. This
situation will last until more cost-effective
alternatives are available. NCFAP
researchers estimate that the net annual
loss from banning methyl bromide for
preplant use on selected crops would be
about $450 million—$200 million for
annuals (strawberries, tomatoes, and other
vegetables), $140 million for perennial
crops, and $110 million for ornamental
and nursery crops.
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NCFAP also estimates that phosphine use
for post-harvest treatments that might not
be exempt from the phaseout would
increase costs for dates, figs, prunes,
raisins, and walnuts by $2 million. Impacts
on these post-harvest uses would actually
be greater than that amount because the
estimate doesn’t include costs of retro-
fitting storage facilities, increasing storage
time or altering processing to accommo-
date longer treatment times, or for losses
from missed market opportunities or detri-
mental flavor impacts on walnuts.

In estimating the costs of phasing out
methyl bromide, University of Florida and
NCFAP researchers modeled markets for
strawberries, tomatoes, and other veg-
etable crops—commodities that are
among the largest users of methyl bro-
mide. They estimated that if currently
available alternatives were used, U.S. pro-
duction of tomatoes, peppers, eggplants,
and strawberries would decline, especially
in states dependent on methyl bromide
use. The University of Florida study esti-
mated that Florida and California would
each lose about $200 million in f.0.b.
(gross shipping point) revenues. As a con-
sequence, U.S. consumers would face
higher prices and reduced supply.

The models also estimated the U.S. would
increase imports of Mexican-produced
tomatoes, peppers, and eggplants. While
Mexico does not currently have a large
share of the U.S. fresh strawberry market,
the methyl bromide phaseout could create
opportunities for Mexico or other coun-
tries to increase production for the U.S.
market. Mexico is much less reliant on
methyl bromide for producing these crops
than Florida or California, and as a devel-
oping country, is not required under the
Montreal Protocol to phase out methyl
bromide completely until 2015. Thus, the
phaseout will have little immediate effect
on Mexican costs and yields. For con-
sumers, increased imports from Mexico
would have a positive effect, by reducing
U.S. price increases and supply losses.

These estimates can help target efforts to
mitigate the economic impact of phasing
out methyl bromide uses by showing
which reductions in use will cause the
greatest losses. Focusing on the larger

aggregate impacts emphasizes the effects
on such crops as strawberries, tomatoes,
peppers, and perennials, which use rela-
tively large quantities of methyl bromide.
Since the proportional impact on smaller
uses could be severe despite small
absolute losses, calculation of returns per
pound of methyl bromide, and compari-
son to the next best alternative, also helps
identify significant potential problems.

For preplant uses, NCFAP researchers
estimated the highest returns per pound of
methyl bromide for strawberries in
Florida and California; wine grapes,
almonds, perennial nurseries, sod and
flowers in California; tomatoes or peppers
double-cropped with watermelons,
cucumbers, or squash in Florida; and
tomatoes in southern California. Estimates
of impacts for these uses range from
about $10 to $95 per pound of methyl
bromide. (An impact of $0 per pound
means that there is an equally cost-effec-
tive alternative.) Post-harvest uses, which
account for relatively small quantities of
methyl bromide, are also particularly
valuable if commodities left untreated
would be excluded from high-priced mar-
kets or face discounted prices because of
poor quality.

Results of NCFAP and University of
Florida studies point to progress in devel-
oping alternatives that will reduce the
impacts of methyl bromide loss for some
uses. The NCFAP impact estimate of
$450 million for preplant use, for exam-
ple, is considerably less than an estimate
of about $800 million for the same uses
made in 1993 by the National Agricultural
Pesticide Impact Assessment Program.
Similarly, University of Florida
researchers estimated a decline in f.o0.b.
revenues from Florida tomatoes in 1995
of about $400 million, but currently esti-
mate a decline of about $70 million. The
reductions in yield loss estimates are the
result of new research that showed the rel-
ative effectiveness of the Telone-plus-
pebulate combination as an alternative to
methyl bromide, but pebulate might not
be available unless regulatory issues are
resolved. However, the current University
of Florida study also indicates that alter-
natives for fruit and vegetable crops must
be even more cost-effective than currently

expected if methyl bromide-reliant
regions are to maintain market shares
within 10 percent of their current levels.
This result shows a need for further
research to develop alternatives.

Several efforts are underway to design
transition strategies that will help produc-
ers adjust to the methyl bromide phaseout
and mitigate its economic impact.
Research to develop new alternatives—as
well as new methods for using currently
available alternatives more effectively—
continues. To address regulatory issues,
USDA and EPA conducted a series of
meetings with researchers and users in the
spring and summer of 1999 to assess
which pesticide alternatives might need
label or registration changes in order to
make them available to growers. In the
end, if economically feasible and environ-
mentally acceptable alternatives are not
available for some uses in 2005, those that
meet the criteria for critical uses might be
exempted from the phaseout. However,
efforts to reduce methyl bromide use and
emissions and to develop alternatives
would have to continue.

Craig Osteen (202) 694-5547 and
Margriet Caswell
costeen@econ.ag.gov
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Agriculture & the Evolution of Tariff Bargaining

national trade talks, which will be launched at the World

Trade Organization (WTO) Ministerial Conference in Seat-
tle this December. While agriculture had been included in each
of the previous rounds, it was not until the Uruguay Round of
Multilateral Trade Negotiations (1986-94) that real progress was
made in negotiating overall reductions in barriers to agricultural
trade. The Uruguay Round created the WTO, which replaces the
General Agreement on Tariffs and Trade (GATT) as an institu-
tional framework for overseeing trade negotiations and adjudi-
cating trade disputes.

Preparations have already begun for the ninth round of inter-

Over the course of the previous eight rounds, countries success-
fully lowered tariffs for manufactured goods from a trade-
weighted, most-favored-nation (MFN) average of over 40
percent to about 4 percent. A review of how this was accom-
plished reveals some valuable lessons for future negotiations
aimed at achieving similar cuts in agricultural tariffs, which are,
on average, still much higher than those on manufactured items.

Tariff Bargaining in Previous Rounds

A variety of bargaining approaches has been used in previous
trade rounds. In the first round (Geneva, 1947), negotiations
took a bilateral approach, despite the multilateral setting.

Each country drafted request-and-offer lists that contained the
tariffs it would like other countries to reduce and/or bind and the
concessions it was willing to make in exchange. (Tariffs are
“bound” when a country agrees not to raise them above a certain
level, subject to a penalty). Negotiations were conducted coun-
try-by-country and item-by-item, focusing on products for which
the two countries were mutual principal import suppliers. Early
on, countries agreed that they would extend concessions to all
participants, whether or not those countries made any reciprocal
concessions, thus ensuring that the negotiations achieved some
of the benefits of multilateralism. This practice, now codified in
the GATT’s most-favored-nation clause, ensured that conces-
sions between principal suppliers would not discriminate against
other suppliers.

The first round reduced average U.S. industrial tariffs by almost
20 percent. About 54 percent of U.S. dutiable imports were sub-
jected to tariff cuts, with the weighted-average reduction equal to
35 percent. Even though the MFN practice meant that the bene-
fits of concessions could not be restricted to principal suppliers,
they were kept largely among the negotiating parties. For exam-
ple, an estimated 84 percent of U.S. imports subjected to tariff
cuts came from the 22 other participants in the negotiations.

This is the first of two articles on tariffs and the World Trade
Organization (WTO). The second will profile tariff schedules of
selected WTO members.

Tania Tang, World Trade Orgonizo'ﬂon' o

Measured in terms of trade volume subjected to tariff conces-
sions and the average depth of tariff reduction achieved, the next
four rounds of negotiations yielded disappointing results. For the
U.S., these rounds achieved average tariff reductions between
just 2 and 4 percent on dutiable imports. Among the reasons for
the poor outcomes were the limited objectives of some of the
rounds and the limited authority accorded to U.S. negotiators

by Congress.

The request-and-offer form of negotiating also largely inhibited
the success of these rounds. As more countries joined the talks,
negotiating item-by-item with principal suppliers proved to be
increasingly slow and cumbersome, making further cuts in tariffs
more difficult to achieve. It also became increasingly difficult for
negotiators to monitor the multilateral balancing possibilities on
thousands of items for dozens of countries.

Many of the tariffs that had been cut in the early rounds contin-
ued to be high enough to provide a comfortable cushion against
import competition. As this cushion was slowly removed, the pro-
tected industries, which had come to rely on the higher prices
generated by tariffs, began vigorously to resist further tariff
reductions.

By continuing the strategy of negotiating reciprocal conces-
sions with other main trading partners, governments sought to
assure their constituents that the economy as a whole would
not lose by binding or lowering tariffs. The principal-supplier
method of negotiating supported the pervasive belief that every
dollar increase in imports should be balanced with a dollar
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increase in exports. Reducing one’s trade barriers was consid-
ered a concession that had to be compensated by equivalent
concessions from other countries, a tenet that continues to
influence today’s negotiations.

While tariffs on industrial goods were whittled away during the
first five rounds, the issue of agricultural trade barriers was
scarcely touched. Agricultural trade was subject mainly to non-
tariff barriers (NTB’s) such as quotas, many of which were tied
to specific domestic policy objectives. Their removal or reduc-
tion would have required changes in domestic policies as well,
something few countries were willing to address in what essen-
tially were trade talks.

The sixth round, dubbed the Kennedy Round (1963-67), saw
the first serious attempt to subject agricultural products to disci-
plines that had been applied to trade in other goods for many
years. Before the round began, the U.S. suggested that all
NTB’s in agriculture be converted to tariffs, which would then
be reduced by 50 percent and bound. This position—which
never made it into the U.S. proposal—was considered a non-
starter by the European Economic Community because it was
incompatible with the use of variable levies (under which the
import duty is the difference between a fixed reference price and
a fluctuating import price). In the end, even though agriculture
had been given high priority during the Kennedy Round, little
was accomplished in liberalizing agricultural trade.

In contrast to the efforts for agriculture, negotiations to reduce
tariffs on industrial goods were highly successful, in large part
because of a major shift from a bilateral to a multilateral negoti-
ating approach. Early in the round, participants agreed to a 50-
percent across-the-board reduction in industrial tariffs for all but
a bare minimum of protected products. They then negotiated fur-
ther exceptions.

This approach gave an early boost to the negotiations by provid-
ing an initial major step forward, then focused the round on
negotiating minor steps backward. Compared with the modest
cuts achieved by the principal-supplier, item-by-item approaches
of the previous rounds, this approach, even after all the excep-
tions were negotiated, succeeded in reducing industrial country
tariffs on manufactured items by an impressive 35 percent

on average.

In the seventh round, the Tokyo Round (1973-79), the across-
the-board reduction technique (with exceptions) was continued,
although considerable debate surrounded the choice of tariff-cut-
ting formula to be used. One of the problems, whose roots could
be traced in part to the principal-supplier approach to negotiating
tariff reductions, was that many countries now had significant
dispersion across their industrial tariff rates, meaning a low over-
all average coupled with occasional very high rates, or tariff
peaks. In the past, when a country had tariffs that were suffi-
ciently high to preclude any trade taking place, there was no prin-
cipal-supplier with which to negotiate reductions. And since
countries tended to be strongly influenced in their negotiations by

the amount of actual trade subject to the tariff barrier being dis-
cussed, these high tariffs might escape any cuts. Actual, rather
than potential, trade was much more influential in determining
which tariffs would be targeted for reduction, since it provided a
convenient way to estimate costs and benefits of the negotiations.

To address the tariff dispersion that existed, the European Com-
munity proposed that, instead of a linear cut as imposed by the
Kennedy Round, a nonlinear “harmonization formula” be used.
This formula yielded small average cuts, but included deeper
cuts for higher tariff rates. The U.S., however, preferred a larger,
but equal cut in tariffs. The Tokyo Round languished for over 2
years, until a compromise tariff-cutting formula (the Swiss for-
mula) reduced tariff disparities between and within countries. As
a result of this compromise, the Tokyo Round succeeded in cut-
ting global industrial tariffs an estimated 30-35 percent, and the
MEN tariff rates on imports of manufactured items were esti-
mated to average 4.9 percent in the U.S., 6 percent in the Euro-
pean Community, and 5.4 percent in Japan.

The Tokyo Round was notable in several other respects. It was
the first round to formally recognize that trade flows are affected
by the close link between domestic and trade policies. Acknowl-
edging this connection laid the groundwork for steps that would
be taken in the Uruguay Round to begin reducing protection in
the agricultural sector. It also introduced the sectoral approach to
negotiating, in which barriers to trade affecting a particular sec-
tor would be discussed in isolation rather than in conjunction
with all sectors. This approach, while not successful in reducing
agricultural trade barriers during the Tokyo Round, would be
used again in the Uruguay Round (1986-94) to finally subject
agricultural trade to the sorts of disciplines that had applied to
other traded goods for many years.

The success of the Uruguay Round is predicated largely on its
treatment of NTB’s in the agricultural sector. Since the early
years of the GATT, NTB’s had been regarded as much more
trade restricting in agriculture than tariffs. More than 30 years
had passed since the U.S. had first proposed in the GATT that
agricultural NTB’s be converted to tariffs before the signatories
to the Uruguay Round Agreement on Agriculture (URAA)
agreed to do just that. Countries further agreed that these new
tariffs, as well as any other existing tariffs, would be progres-
sively reduced to a final, bound rate.

The guidelines used, both for calculating the tariff equivalent of
existing NTB’s and for reducing tariffs, offered broad accommo-
dations for countries to design tariff structures that would pro-
vide ample protection for politically sensitive commodities while
concentrating cuts on commodities which they themselves were
not producing or were not producing on a competitive basis.
(For an explanation of how “tariffication” was achieved, see AO
December, 1998). Nevertheless, simply replacing NTB’s with
nondiscriminatory bound tariffs was a huge step forward. It
served to renew and affirm each member country’s commitment
to GATT principles and set the stage for negotiation of further
cuts in agricultural tariffs.
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Highlights of Tariff Negotiations Through the Uruguay Round

Round, date

Main accomplishments

Agricultural milestones

Geneva (1947),
Annecy (1949),
Torquay (1950-51),
Geneva (1955-56)

During the first four rounds, negotiations
are based on request-and-offer lists, with
countries first negotiating bilaterally with
principal suppliers then exploring possible
multilateral balancing opportunities.

In the fourth round, the U.S. obtains a
waiver to impose quantitative restrictions
for commodities covered under Section 22
of the Agricultural Adjustment Act.

Dillon Round
(1960-62)

The first round after the formation of the
European Community (EC), this was the
last round to use the request-and-offer
approach to negotiating.

The EC makes concessions to allow
duty-free bindings (setting tariffs that
cannot be increased without notification
and compensation) on soybeans, soymeal
and corn gluten feed and low-duty bind-
ings on soybean oil, other oilseeds and
products, and cotton.

Kennedy Round

For first time, tariff negotiations are con-
ducted across-the-board, rather than item-

Ag negotiations center on basic mecha-
nisms of the EC’s Common Agricultural

Major players agree that the results for
nonagricultural tariffs aim to be at least as
ambitious as the Tokyo Round (i.e., one-
third reduction). The most ambitious
agreement is to completely eliminate tar-
iffs in certain sectors (including pharma-
ceuticals; steel; furniture; beer; spirits;
and agricultural, construction, and med-
ical equipment) and to harmonize tariffs
on chemicals.

(1963-67) by-item. Participants agree early on to an | Policy.
overall linear tariff-cutting formula of
50% and then negotiate exceptions. EC suggests binding margins of producer
price support in relation to world refer-
The contentious issue of tariff disparities ence prices. This approach is rejected and
is left for the next round. ag negotiations end stalemated.
The International Wheat Council and the
Food Aid Convention are created.
Tokyo Round Debate is considerable on tariff-cutting In a significant departure from previous
(1973-79) formula to be used to reduce disparity rounds, agriculture is identified as a
across tariffs. EC proposes a nonlinear separate agenda item. Several countries
formula designed to combine small aver- favor subjecting it to the same disciplines
age cuts with larger cuts for higher tariff as the industrial sector. In the end, this is
rates. U.S. prefers larger but equal per- not done.
centage cuts. A compromise, the Swiss
formula, is applied to reduce tariff dispar- The only improvement in market access
ities between and within countries, with is a limited number of small tariff
negotiated exceptions. concessions and import quota enlarge-
ments resulting from traditional request-
and-offer negotiations.
Uruguay Round This is the most comprehensive round to Nontariff barriers are converted to tariffs
(1986-94) date. equal to the difference between internal

and external prices existing during 1986-
88.

All tariffs are bound and cut by a mini-
mum of 15%,with the average reduction
over all agricultural tariffs to equal 36%,
on a simple average (unweighted) basis
for developed countries.
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Maintaining Momentum for the Next Round

Although the scope of the next round of talks is yet to be
defined, agriculture will once again have a central place on the
agenda. As part of the URAA, countries agreed to begin negotia-
tions by the end of 1999 in order to continue the process of sub-
stantially reducing support and protection in the agricultural
sector. Agricultural negotiations are expected to focus on contin-
uing the reform process which began under the Uruguay Round
by expanding market access, reducing or eliminating export sub-
sidies, and further disciplining the use of trade-distorting domes-
tic subsidies.

In the area of market access, the weight of remaining protection
has now shifted toward tariffs, some of which are extremely
high (although there is growing concern about technical barriers
to trade). Negotiators will confront the task of addressing these
high tariffs. Of course, not all countries have high agricultural
tariffs, nor are all agricultural commodities subject to high tar-
iffs. So, while the overall level of protection is high relative to
that in manufacturing sectors, it is also highly uneven across
countries and commodities.

Based on the level of cuts in tariffs on manufactured goods
achieved in past rounds, an across-the-board approach has
achieved the greatest success. If all parties were to make an
early commitment to a significant across-the-board cut in tar-
iffs—no country has done so—negotiators would likely concen-
trate on other issues of contention in the agricultural sector.
Some observers have suggested simply repeating the level of tar-
iff cuts of the last round, which equaled 36 percent on average.
Early acceptance of such a proposal might allow cuts to be
implemented soon enough to provide a seamless continuation of
the URAA reforms. (The last installments of tariff reductions are
in 2000 for developed countries.)

Tariff escalation—when tariffs are low or zero on primary prod-
ucts, then increase as the product undergoes additional process-
ing—can be a significant bias against trade of the processed
product. If countries cut the rates on raw materials by a greater
amount than the processed product, this could increase the level
of tariff escalation. Should countries agree to an initial across-
the-board cut in tariffs but then negotiate exceptions, minimizing
exceptions in those cases where tariffs are already very high is
another option.

Some observers have advocated that tariff dispersion and escala-
tion be reduced through a harmonization formula, as used in the
Tokyo Round, to subject higher tariffs to larger percentage cuts.
However, past experience shows that reaching agreement on a
formula would also require a great deal of negotiation.

One drawback to a linear tariff cut is that it does not reduce the
dispersion of tariffs. On the other hand, it does reduce dispersion
of import prices. For example, a 50-percent cut in tariffs yields a
2.4-percent cut in the import price when the initial tariff equals

5 percent, and yields a 16.7-percent cut in the import price when
the tariff equals 50 percent. Therefore, the potential increase in
imports is likely to be proportionately larger for countries with
high tariffs than for those with low tariffs when both groups
reduce tariffs by the same percentage. The exception is when
even a large cut in a tariff still results in a rate high enough to
prohibit imports from taking place.

The history of past GATT rounds reveals how negotiating
approaches have changed through the years. The earliest rounds
adopted a bilateral negotiating stance conducted on an item-by-
item basis. As the number of countries participating in negotia-
tions increased, the focus switched from resolving issues that
mainly affected mutual trade between principal suppliers, to
achievement of a multilateral balance of concessions. At the
same time, the negotiating approach changed from item-by-item
to an across-the-board basis. Later talks experimented with sec-
tor-by-sector approaches to bargaining.

Unlike the early rounds, which benefited from an overriding
objective to reduce and bind tariffs, later rounds have been
increasingly broad and complex, encompassing more partici-
pants and issues. What all rounds have had in common, how-
ever, is a tendency for the pursuit of reciprocity to govern the
size and extent of tariff cuts countries are willing to concede.

The URAA would have been less successful if it had not been
part of an overall package of results addressing a wide range of
issues and sectors. The challenge this time will be to set up a
broad-based but manageable process that yields results in a short
time period (e.g., 3 years) in order to avoid losing the momen-
tum of reforms generated by the Uruguay Round.

John Wainio (613) 759 7452

Jjwainio@econ.ag.gov

| Visit the WTO Briefing Room

/ on the Economic Research Service website
Learn more about tariffication, tariff reduction,
and other WTO topics

www.econ.ag.gov/briefing/wto/
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Statistical Indicators
Summary Data

Table 1—Key Statistical Indicators of the Food & Fiber Sector

1998 1999 2000
1998 1999 F 2000 F| 1] [\ | I F I_F IV F | F

Prices received by farmers (1990-92=100) 101 - - 101 99 97 - - - -
Livestock & products 97 - - 98 97 95 - - - -
Crops 106 - - 104 101 99 - - - -

Prices paid by farmers (1990-92=100)

Production items 115 - - 114 113 113 -- -- - -

Commodities and services, interest, 117 -- -- 116 116 116 -- -- -- --
taxes, and wage rates (PPITW)

Cash receipts ($ bil.) 197 190 - 49 59 45 41 46 - -
Livestock 95 94 - 24 24 24 22 24 -- --
Crops 102 96 - 25 35 21 19 22 - -

Market basket (1982-84=100)

Retail cost 163 - - 163 165 - - - - -

Farm value 103 -- -- 103 104 - -- -- - --

Spread 195 - - 195 198 - - - - -

Farm value/retail cost (%) 22 - - 22 22 - - - - -

Retail prices (1982-84=100)

All food 161 164 - 161 162 164 164 164 -- -
At home 161 164 - 161 163 164 164 164 - -
Away from home 161 165 - 162 163 164 165 166 - --

Agricultural exports ($ bi|_)1 53.6 49.0 - 121 111 14.4 12.7 11.2 10.7 -

Agricultural imports ($ bil_)1 37.0 38.0 - 9.4 8.7 9.2 9.4 9.4 10.0 -

Commercial production
Red meat (mil. Ib.) 45,134 45,570 43,147 11,380 11,702 11,384 11,371 11,529 11,286 10,812
Poultry (mil. Ib.) 33,667 35,422 36,965 8,375 8,580 8,637 8,970 8,910 8,905 9,165
Eggs (mil. doz.) 6,659 6,866 7,030 1,658 1,712 1,691 1,695 1,715 1,765 1,735
Milk (bil. Ib.) 157.4 162.0 165.6 38.5 38.9 40.5 41.9 39.7 39.9 41.7

Consumption, per capita
Red meat and poultry (lb.) 213.7 218.7 216.0 53.8 56.4 541 54.7 545 55.3 53.9

Comn beginning stocks (mil. bu.)2 8832 1,307.8 - 49399 30398 1,307.8 80519 56984 3,616.0 -

Corn use (mil. bu.) 2 8,791.0 9,345.0 -- 1,903.7 1,734.0 3,021.0 2,359.2 2,090.6 -- --

Prices *

Choice steers--Neb. Direct ($/cwt) 61.48 63-65 70-76 58.97 61.06 62.43 65.00 62-64 64-68 67-73

Barrows and gilts--IA, So. MN ($/cwt) 34.72 30-32 34-37 36.61 22.06 28.83 35.20 31-33 28-30 31-33

Broilers--12-city (cents/Ib.) 63.10 57-59 54-58 70.40 64.50 58.10 58.60 58-60 55-59 52-56

Eggs--NY gr. A large (cents/doz.) 75.80 68.70 63-68 76.00 81.70 75.00 58.10 66-68 72-78 67-73

Milk--all at plant $/cwt) 15.42 14.10- 12.80- 15.47 17.83 15.97 12.87 13.80- 13.85- 12.80-

14.40 14.20 14.55 13.80

Wheat--KC HRW ordinary ($/bu.) 3.29 - - 2.86 3.34 3.16 2.92 - - -

Corn--Chicago ($/bu.) 2.34 - - 2.03 2.1 2.16 2.13 - - -

Soybeans--Chicago ($/bu.) 6.01 - - 5.53 5.44 4.95 4.58 - - -

Cotton--avg. spot 41-34 (cents/Ib) 67.02 - - 72.60 64.15 56.61 55.43 - - -

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Farm real estate values*

Nominal ($ per acre) 683 703 713 740 798 844 887 926 974 992

Real (1982 $) 528 521 507 514 540 558 572 586 604 609

U.S. civilian employment (miI.)5 125.8 126.3 128.1 129.2 131.1 132.3 133.9 136.3 - --
Food and fiber (mil.) 249 24.4 23.7 24.0 24.5 24.8 247 24.3 - -
Farm sector (mil.) 2.0 2.0 1.9 1.8 1.9 1.9 1.9 1.8 -- --

U.S. gross domestic product ($ bil.) 5,743.8 5,916.7 6,2444 6,558.1 6,9470 7,2696 7,661.6 8,110.9 -- --
Food and fiber--net value added ($ bil.) 891.7 903.2 937.3 956.7  1,006.1 1,025.8 1,055.8 1,078.1 -- --
Farm sector--net value added ($ bil.)® 60.6 56.5 61.7 52.8 57.0 53.9 66.1 60.6 - -

F = Forecast. -- = Not available. 1. Annual data based on Oct.-Sept. fiscal years ending with year indicated. 2. Sept.-Nov. first quarter;

Dec.-Feb. second quarter; Mar.-May third quarter; Jun.-Aug. fourth quarter; Sept.-Aug. annual. Use includes exports and domestic
disappearance. 3. Simple averages, Jan.-Dec. 4. As of January 1. 5. Civilian labor force taken from "Monthly Labor Review,"

Table 18--Annual Data: Employment Status of the Population, Bureau of Labor Statistics, U.S. Department of Labor. 6. The value-added data
presented here is consistent with accounting conventions of the National Income and Product Accounts, U.S. Department of Commerce.
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U.S. & Foreign Economic Data

Table 2—U.S. Gross Domestic Product & Related Data

1997 1998 1999
1996 1997 1998 1T v | I Il I IV | I
Billions of current dollars (quarterly data seasonally adjusted at annual rates)
Gross Domestic Product 7,636.0 8,1109 8,511.0 8,170.8 8,2545 8,384.2 84406 85379 8,681.2 8,808.7
Gross National Product 76740 8,1029 8,490.5 8,162.0 8,2349 83694 8421.8 85109 8,660.0 8,788.4
Personal consumption
expenditures 5207.6 5,493.7 58079 55403 55932 56765 57737 58467 59348 6,050.6
Durable goods 634.5 673.0 7247 681.2 682.2 705.1 720.1 718.9 754.5 771.2
Nondurable goods 1,534.7 1,600.6 1,662.4 1,611.3 1,613.2 1,633.1 1,655.2 1,670.0 1,691.3 1,736.0
Food 756.1 780.9 815.3 785.3 7871 796.9 810.2 818.7 835.6 8441
Clothing and shoes 264.3 278.0 293.8 280.9 280.7 291.0 295.3 293.7 295.1 308.1
Services 3,0384  3,220.1 3,420.8 3,2479  3,297.8 3,338.2 3,3984 34577 3,488.9 35434
Gross private domestic investment 1,116.5 1,256.0 1,367.1 1,265.7 1,292.0 1,366.6 1,345.0 1,364.4 1,392.4 1,417.4
Fixed investment 1,090.7 1,188.6 1,307.8 1,211.1 1,220.1 1,271.1 1,305.8 1,307.5 1,346.7 1,377.9
Change in business inventories 25.9 67.4 59.3 54.6 71.9 95.5 39.2 57.0 45.7 39.5
Net exports of goods and services -94.8 -93.4 -151.2 -94.7 -98.8 -123.7 -159.3 -165.5 -156.2 -196.9
Government consumption expenditures
and gross investment 1,406.7 1,454.6 1,487.1 1,459.5 1,468.1 1,464.9 1,481.2 1,492.3 1,510.2 1,637.5
Billions of 1992 dollars (quarterly data seasonally adjusted at annual rates) '
Gross Domestic Product 6,928.4 7,269.8 7,551.9 7,311.2 7,364.6 7,464.7 7,498.6 7,566.5 7,677.7 7,759.6
Gross National Product 7,0084 7,266.2 75378 73070 7,350.7 74552 7,4859 75467 7,663.3 7,746.3
Personal consumption expenditures 4,7141 4,9135 5,153.3 4,947.0 4,981.0 5,055.1 5,130.2 5,181.8 5,246.0 5,331.9
Durable goods 611.1 668.6 7371 679.6 684.8 710.3 729.4 733.7 775.0 798.9
Nondurable goods 1,432.3 1,486.3 1,544 1 1,495.7 1,494.3 1,521.2 1,540.9 1,549.1 1,565.1 1,600.9
Food 689.7 699.3 718.0 700.6 699.9 706.8 716.3 718.9 730.1 734.3
Clothing and shoes 267.7 288.4 310.3 291.9 292.3 307.4 311.4 309.8 3125 333.1
Services 2,671.0 27615 28795 2,7754 2,8048 2,829.3 2,866.8 2,904.8 2,917.2 2,946.8
Gross private domestic investment 1,069.1 1,206.4 1,330.1 1,215.8 1,241.9 1,321.8 1,306.5 1,331.6 1,360.6 1,388.5
Fixed investment 1,041.7 1,138.0 1,267.8 1,159.3 1,169.5 1,224.9 1,264.1 1,270.9 1,311.0 1,344.0
Change in business inventories 25.0 63.2 57.4 51.0 66.5 91.4 38.2 55.7 442 38.7
Net exports of goods and services -114.4 -136.1 -238.2 -142.4 -149.0 -198.5 -245.2 -259.0 -250.0 -303.6
Government consumption expenditures
and gross investment 1,257.9 1,285.0 1,296.9 1,288.9 1,289.2 1,283.0 1,294.8 1,299.6 1,310.3 1,323.9
GDP implicit price deflator (% change) 1.9 1.9 1.0 1.2 1.2 0.8 0.9 1.0 0.8 1.6
Disposable personal income ($ bil.) 55347 5,795.1 6,0279 5821.8 58794  5,937.1 5988.9 6,0524 6,133.1 6,205.2
Disposable pers. income (1992 $ bil.) 5,043.0 5,183.1 5348.5 51984 52358  5,287.1 53215 5,364.1 54212  5,468.2
Per capita disposable pers. income ($) 20,840 21,633 22,304 21,709 21,871 22,046 22,192 22,373 22,604 22,811
Per capita disp. pers. income (1992 $) 18,989 19,349 19,790 19,385 19,478 19,632 19,719 19,829 19,980 20,101
U.S. resident population plus Armed
Forces overseas (mil.)? 265.5 268.0 270.6 268.3 269.0 269.5 2701 270.8 271.5 272.0
Civilian population (mil.)? 263.9 266.5 269.1 266.7 267.5 268.0 268.6 269.3 270.1 270.6
Annual 1998 1999
1996 1997 1998] May Dec| Jan Feb Mar Apr May
Monthly data seasonally adjusted
Total industrial production (1992=100) 121.4 129.7 135.1 135.4 136.7 136.4 136.9 137.5 138.1 138.6
Leading economic indicators (1992=100) 102.1 103.9 105.5 105.4 106.4 106.9 1071 107.2 1071 107.4
Civilian employment (mil. persons)3 126.7 129.6 131.5 131.3 132.5 133.4 133.1 133.0 133.1 133.2
Civilian unemployment rate (%)3 5.4 4.9 4.5 4.4 4.3 4.3 4.4 4.2 4.3 4.2
Personal income ($ bil. annual rate) 6,425.2 6,784.0 7,126.1 7,085.9 7,276.8 7,320.2 7,352.9 7,374.9 7,413.9 7,444.8
Money stock-M2 (daily avg.) ($ bil.)* 3,8239 4,046.6 4,402.0 4,174.8  4,402.0 44261 4,446.9 4,457.1  4,489.7  4,506.7
Three-month Treasury bill rate (%) 5.02 5.07 4.81 5.03 4.42 4.34 4.45 4.48 4.28 4.51
AAA corporate bond yield (Moody’s) (%) 7.37 7.26 6.53 6.69 6.22 6.24 6.40 6.62 6.64 6.93
Total housing starts (1 ,000)5 1,476.8 1,474.0 1,616.9 1,541 1,750 1,820 1,752 1,746 1,576 1,676
Business inventory/sales ratio® 1.40 1.38 1.38 1.39 1.37 1.37 1.36 1.35 1.36 -
Sales of all retail stores ($ bil.)” 2,465.1 2,546.3 2,696.5 224.6 232.0 235.0 239.0 239.0 240.2 243.2
Nondurable goods stores ($ bil.) 1,457.8 1,505.4 1,563.8 130.0 133.4 135.1 136.5 137.4 138.7 139.4
Food stores ($bil.) 424.2 4321 443.0 36.8 37.8 37.8 38.3 38.3 38.3 38.7
Apparel and accessory stores ($ bil.) 113.0 116.8 124.2 10.4 10.4 10.9 10.9 10.9 1.1 11.2
Eating and drinking places ($ bil.) 238.4 2441 2471 20.4 21.4 21.3 21.6 21.6 21.8 21.9

-- = Not available. 1. In April 1996, 1992 dollars replaced 1987 dollars. 2. Population estimates based on 1990 census. 3. Data beginning January 1994 are
not directly comparable with data for earlier periods because of a major redesign of the household survey questionnaire. 4. Annual data as of December of year
listed. 5. Private, including farm. 6. Manufacturing and trade. 7. Annual total. Information contact: David Johnson (202) 694-5324



34  Economic Research Service/USDA Agricultural Outlook/August 1999

Table 3—World Economic Growth

Calendar year

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Real GDP, annual percent change

World 1.9 1.9 1.6 3.1 2.8 3.6 3.4 1.9 2.6 2.7
less U.S. 3.0 1.7 1.3 3.0 3.0 3.6 3.3 1.2 2.0 2.9
Developed Economies 1.8 1.6 0.8 2.7 2.2 3.0 2.8 2.0 2.5 2.1
less U.S. 3.2 1.0 0.1 2.3 2.1 2.8 2.3 0.9 1.6 2.2
United States -0.9 2.7 2.3 3.5 2.3 3.5 3.9 3.9 4.0 2.1
Canada -1.9 0.9 2.3 4.7 2.8 1.7 4.0 3.1 3.7 2.9
Japan 3.8 1.0 0.3 0.7 1.4 5.2 1.4 -2.9 0.7 1.1
Australia -1.1 2.3 3.7 5.4 3.8 3.9 3.8 4.8 3.5 3.1
European Union 3.7 1.0 -0.5 2.8 2.4 1.6 25 2.6 1.7 2.6
Transition Economies -6.9 -11.2 -6.5 -8.8 -1.5 2.2 1.1 -1.7 -3.9 -0.6
Eastern Europe -10.6 -4.0 0.8 3.5 5.5 3.1 1.7 2.0 1.9 4.1
Poland -6.3 2.0 3.8 4.2 71 5.9 6.9 5.1 2.7 4.8
Former Soviet Union -5.5 -13.7 -9.3 -13.9 -5.1 -5.1 0.8 -41 7.7 -4.0
Russia -5.0 -14.5 -8.7 -12.6 -41 -4.9 1.1 4.4 -8.3 -4.7
Developing Economies 4.9 6.2 6.2 6.7 5.8 6.3 5.8 2.1 3.6 4.9
Asia 6.6 8.6 8.5 9.3 8.7 7.8 6.6 2.1 5.2 5.8
East Asia 8.6 10.3 10.1 10.4 9.3 8.2 7.5 3.8 6.5 6.5
China 9.3 14.2 13.5 12.6 10.5 9.6 8.8 7.8 7.7 7.6
Taiwan 7.6 6.8 6.3 6.5 6.0 5.7 6.8 4.8 4.0 4.4
Korea 8.4 4.7 5.3 8.3 8.9 6.8 5.0 -5.8 5.3 5.0
Southeast Asia 6.8 6.9 7.4 8.1 8.5 7.5 4.9 -6.3 1.2 4.2
Indonesia 8.9 7.2 7.2 7.5 8.2 8.0 4.8 -13.6 -2.6 5.8
Malaysia 8.8 7.8 8.4 9.4 9.5 8.0 7.8 -6.7 1.6 4.0
Philippines -0.2 0.3 2.1 4.4 4.8 5.7 5.1 -0.5 0.7 2.4
Thailand 8.0 8.1 8.3 8.8 9.2 6.4 -0.4 -8.0 4.8 3.3
South Asia 1.3 5.3 4.7 7.0 6.9 6.7 5.2 4.4 4.1 4.9
India 0.5 5.4 4.9 7.5 7.3 7.3 5.5 45 4.4 5.2
Pakistan 6.7 4.8 2.9 45 4.9 2.1 2.4 3.4 1.5 25
Latin America 3.8 3.0 3.9 5.1 0.1 3.4 5.3 2.2 -0.3 3.0
Mexico 4.2 3.6 2.0 45 -6.2 5.2 7.0 4.6 2.4 3.3
Caribbean/Central 4.2 7.9 4.9 3.8 3.1 3.3 0.7 4.0 3.1 2.3
South America 3.6 2.7 45 5.3 1.8 3.0 5.1 1.5 -1.1 3.0
Argentina 8.9 8.6 6.0 7.4 -4.6 4.4 8.6 4.3 -1.9 3.2
Brazil 0.5 -1.2 45 5.8 3.0 2.9 3.5 0.2 -1.6 23
Colombia 2.3 4.0 5.5 5.9 5.3 2.0 3.0 2.3 1.3 3.5
Venezuela 9.7 6.1 0.3 -2.9 3.4 -1.6 6.4 -0.7 -2.0 4.0
Middle East 2.9 5.5 3.5 0.3 3.5 4.5 4.0 1.0 15 3.5
Israel 7.7 5.6 5.6 6.9 7.0 4.7 2.6 2.0 1.7 2.8
Saudi Arabia 8.4 2.8 -0.6 0.5 0.5 2.4 0.9 -1.0 1.0 2.0
Turkey 0.9 6.0 8.0 -5.5 7.0 7.0 7.6 2.9 1.5 5.5
Africa 0.7 1.2 1.3 2.7 2.8 4.7 3.1 3.3 3.5 4.4
North Africa 1.0 2.2 0.1 2.8 2.4 5.6 2.4 4.9 4.4 4.6
Egypt 1.1 4.4 2.9 3.9 4.6 5.0 5.0 5.0 4.9 5.5
Sub-Sahara 0.5 0.3 25 2.6 3.2 4.0 3.7 1.9 2.6 4.3
South Africa -1.0 -2.6 15 2.8 3.1 3.3 1.8 0.1 15 3.9

Consumer Prices, annual percent change
Developed Economies 4.7 3.5 3.1 2.6 2.5 2.4 2.1 1.6 1.4 1.7
Transition Economies 94.1 646.4 602.0 266.9 126.9 40.6 28.2 20.8 40.9 12.4
Developing Economies 36.5 38.9 47.2 51.8 22.2 14.3 9.4 10.4 8.8 7.5
Asia 8.3 7.6 10.7 15.9 12.8 8.3 4.8 8.0 4.7 4.5
Latin America 128.6 151.0 209.0 208.9 35.9 20.8 13.9 10.5 14.6 9.9
Middle East 275 25.5 24.7 31.9 36.0 24.7 23.1 23.8 19.7 19.4
Africa 24.6 32.5 30.6 37.2 33.2 25.9 11.1 8.6 8.6 6.6

-- = Not available. The last three years are either estimates or forecasts. Sources: Oxford Economic Forecasting; International Financial Statistics, IMF.
Information contact: Andy Jerardo (202) 694-5323
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Farm Prices

Table 4—Indexes of Prices Received & Paid by Farmers, U.S. Average

Annual 1998 1999
1996 1997 1998| Jun| Jan Feb Mar Apr May Jun
1990-92=100
Prices received
All farm products 112 107 101 102 97 96 97 96 99 98
All crops 127 116 107 107 98 99 99 103 105 101
Food grains 157 128 103 96 101 101 98 96 91 86
Feed grains and hay 146 117 100 105 91 91 92 92 93 90
Cotton 122 112 107 115 96 92 91 94 93 93
Tobacco 105 104 104 - 111 112 113 86 - -
Oil-bearing crops 128 131 107 111 96 88 83 83 81 80
Fruit and nuts, all 118 108 114 122 100 101 105 109 123 136
Commercial vegetables 111 122 120 105 107 115 116 128 122 115
Potatoes and dry beans 114 90 98 106 94 96 98 103 108 111
Livestock and products 99 98 96 98 96 94 95 90 93 95
Meat animals 87 92 79 86 75 77 79 81 83 83
Dairy products 114 102 118 108 133 119 115 96 98 101
Poultry and eggs 120 113 117 116 114 109 109 104 110 113
Prices paid
Commodities and services,
interest, taxes, and wage rates (PPITW) 114 117 115 117 115 115 116 116 116 116
Production items 114 117 112 115 111 111 113 113 113 112
Feed 129 123 105 110 97 96 101 102 102 99
Livestock and poultry 75 94 88 88 90 94 92 92 89 93
Seeds 115 119 122 123 123 123 123 121 121 121
Fertilizer 125 121 112 114 107 107 108 107 106 105
Agricultural chemicals 119 120 122 122 118 118 121 121 116 111
Fuels 102 108 87 89 74 71 87 88 91 92
Supplies and repairs 115 118 119 119 120 120 121 121 121 121
Autos and trucks 118 119 119 118 120 119 119 119 119 119
Farm machinery 125 129 132 132 133 133 134 135 135 135
Building material 115 118 118 118 118 118 119 119 119 120
Farm services 116 17 116 118 116 116 116 116 116 116
Rent 119 121 124 134 130 130 130 130 130 130
Interest payable per acre on farm real estate debt 105 107 108 109 111 111 110 110 110 110
Taxes payable per acre on farm real estate 112 115 119 119 122 122 120 120 120 120
Wage rates (seasonally adjusted) 117 123 129 129 136 136 136 135 135 135
Prod. items, interest, taxes & wage rates (PITW) 114 117 114 116 114 114 115 115 115 114
Ratio, prices received to prices paid (%)* 98 91 88 87 84 83 84 83 85 84
Prices received (1910-14=100) 712 679 643 650 617 612 614 610 628 622
Prices paid, etc. (parity index) (1910-14=100) 1,520 1,558 1,532 1,557 1,534 1,534 1,549 1,551 1,546 1,544
Parity ratio (1910-14=100) (%)* 47 44 42 42 40 40 40 39 41 40

-- = Not available. Values for the two most recent months are revised or preliminary. *Ratio of index of prices received for all farm products to index of prices
paid for commodities and services, interest, taxes, and wage rates. Ratio uses the most recent prices paid index. Data for this table are taken from the
publication Agricultural Prices , which is produced monthly by USDA’s National Agricultural Statistics Service (NASS) and is available at
http://usda.mannlib.cornell.edu/reports/nassr/price/pap-bb/. For historical data or for categories not listed here, call the National Agricultural Statistics Service
(NASS) Information Hotline at 1-800-727-9540, or access the NASS Home Page at http://www.usda.gov/nass.
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Table 5—Prices Received by Farmers, U.S. Average

Annual' 1998 1999
1995 1996 1997| Jun Jan Feb Mar Apr May Jun
Crops
All wheat ($/bu.) 4.55 4.30 3.45 2.77 2.80 2.74 2.65 2.62 2.53 2.48
Rice, rough ($/cwt) 9.15 9.96 9.64 9.58 9.05 8.97 8.86 8.54 8.16 8.09
Corn ($/bu.) 3.24 2.71 2.60 2.28 2.06 2.05 2.06 2.05 2.00 1.93
Sorghum ($/cwt) 5.69 417 4.00 3.96 3.05 3.16 3.17 3.09 2.93 3.06
All hay, baled ($/ton) 82.20 95.80 102.50 91.80 78.80 79.00 78.50 81.90 91.60 81.70
Soybeans ($/bu.) 6.72 7.35 6.50 6.16 5.32 4.80 4.61 4.63 4.51 4.43
Cotton, upland (¢/Ib.) 75.40 69.30 66.90 69.70 58.30 56.00 55.30 56.70 56.10 56.60
Potatoes ($/cwt) 6.77 4.93 5.68 6.13 5.32 5.61 5.81 6.14 6.30 6.65
Lettuce ($/cwt)2 23.50 14.70 17.30 11.80 10.30 15.40 14.50 20.60 14.00 13.00
Tomatoes, fresh ($/cwt)2 25.80 28.00 33.00 17.80 39.90 35.20 24.80 23.40 25.30 19.60
Onions ($/cwt) 11.10 10.60 12.60 14.90 16.70 13.80 11.20 16.90 17.80 16.40
Beans, dry edible ($/cwt) 20.80 23.50 17.70 20.90 19.80 18.40 17.20 16.80 20.10 18.40
Apples for fresh use (¢/Ib.) 24.00 20.80 22.20 16.30 15.90 15.00 15.70 14.70 14.00 12.90
Pears for fresh use ($/ton) 272.00 376.00 276.00 425.00 373.00 362.00 331.00 337.00 340.00 356.00
Oranges, all uses ($/b0x)3 4.23 5.01 4.57 6.70 5.15 5.60 6.02 5.82 6.46 8.78
Grapefruit, all uses ($/b0x)3 2.30 2.43 1.74 4.20 1.80 1.60 1.67 2.23 3.66 8.78
Livestock

Cattle, all beef ($/cwt) 61.80 58.70 63.10 61.80 59.00 60.60 62.40 62.70 62.10 63.60
Calves ($/cwt) 73.10 58.40 78.90 81.70 83.20 86.90 87.30 88.20 87.60 88.00
Hogs, all ($/cwt) 40.50 51.90 52.90 42.40 26.30 27.60 27.80 30.20 36.40 33.80
Lambs ($/cwt) 78.20 88.20 90.30 88.90 68.20 67.20 67.40 67.40 82.80 -
All milk, sold to plants ($/cwt) 12.78 14.75 13.36 14.10 17.40 15.50 15.00 12.60 12.80 13.20
Milk, manuf. grade ($/cwt) 11.79 13.43 12.17 13.10 15.30 12.30 15.10 11.90 11.50 12.00
Broilers, live (¢/Ib.) 34.40 38.10 37.70 40.60 37.90 36.60 35.80 34.30 37.80 38.50
Eggs, all ((b/doz.)4 62.40 74.90 70.20 59.60 71.90 65.20 67.90 59.60 52.90 55.30
Turkeys (¢/Ib.) 41.00 43.30 39.90 35.90 34.80 35.70 37.00 38.70 39.70 41.50

-- = Not available. Values for the two most recent months are revised or preliminary. 1. Season-average price by crop year for crops. Calendar year average of
monthly prices for livestock. 2. Excludes Hawaii. 3. Equivalent on-tree returns. 4. Average of all eggs sold by producers including hatching eggs and eggs sold
at retail. Data for this table are taken from the publication Agricultural Prices, which is produced monthly by USDA's National Agricultural Statistics Service
(NASS) and is available at http://usda.mannlib.cornell.edu/reports/nassr/price/pap-bb/. For historical data or for categories not listed here, call the National
Agricultural Statistics Service (NASS) Information Hotline at 1-800-727-9540, or access the NASS Home Page at http://www.usda.gov/nass.
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Producer & Consumer Prices

Table 6—Consumer Price Indexes for All Urban Consumers, U.S. Average (not seasonally adjusted)

Annual 1998 1999
1996 1997 1998 Jun Jan Feb Mar Apr May Jun
1982-84=100
Consumer Price Index, all items 156.9 160.5 163.0 163.0 164.3 164.5 165.0 166.2 166.2 166.2
CPlI, all items less food 157.5 161.1 163.6 165.3 164.5 164.7 165.3 166.7 166.6 166.7
All food 153.3 157.3 160.7 160.1 163.6 163.3 163.3 163.4 163.7 163.6
Food away from home 152.7 157.0 161.1 160.7 163.5 163.8 164.2 164.5 164.6 164.6
Food at home 154.3 158.1 161.1 160.5 164.3 163.8 163.4 163.5 163.9 163.7
Meats' 140.2 144.4 141.6 141.5 139.4 140.6 140.3 140.5 141.4 141.8
Beef and veal 134.5 136.8 136.5 136.3 136.0 137.3 137.0 137.9 137.9 139.4
Pork 148.2 155.9 148.5 148.7 141.9 143.5 143.1 141.8 144.7 145.4
Poultry 152.4 156.6 157.1 155.5 158.5 157.4 158.3 157.6 155.7 156.8
Fish and seafood 1731 1771 181.7 180.5 183.6 184.3 183.5 185.3 185.9 184.6
Eggs 1421 140.0 135.4 126.3 137.8 138.2 134.2 129.6 121.4 125.1
Dairy and related products? 1421 145.5 150.8 148.1 161.2 162.3 161.5 156.1 156.2 156.1
Fats and oils® 140.5 141.7 146.9 143.3 150.5 150.9 149.4 149.0 147.2 147.5
Fresh fruits 234.4 236.3 246.5 247.3 267.4 257.8 257.4 271.9 280.6 273.4
Fresh vegetables 189.2 194.6 215.8 214.7 224.5 209.8 209.2 206.2 207.7 203.1
Potatoes 180.6 174.2 185.2 193.1 184.5 184.0 185.9 183.3 191.5 194.7
Cereals and bakery products 174.0 177.6 181.1 181.6 184.2 183.8 183.5 184.8 185.1 185.7
Sugar and sweets 143.7 147.8 150.2 150.5 151.7 151.3 151.0 151.7 153.0 152.4
Nonalcoholic beverages* 128.6 133.4 133.0 132.8 133.5 134.5 134.5 134.3 134.2 134.3
Apparel
Footwear 126.6 127.6 128.0 128.2 125.6 124.8 126.4 129.2 127.4 125.4
Tobacco and smoking products 232.8 243.7 274.8 266.9 354.2 348.7 335.9 349.9 345.5 343.2
Alcoholic beverages 158.5 162.8 165.7 165.5 167.6 168.6 168.4 168.8 169.3 169.5

1. Beef, veal, lamb, pork, and processed meat. 2. Included butter through Dec. '97. 3. Includes butter as of Jan. '98. 4. Includes fruit juices as of Jan. '98.
This table is compiled with data provided by the Bureau of Labor Statistics (BLS). BLS operates a website at http://stats.bls.gov/blshome.html and a
Consumer Prices Information Hotline at (202) 606-7828.
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Table 7—Producer Price Indexes, U.S. Average (not seasonally adjusted)

Annual 1998 1999

1996 1997 1998| Jun| Jan Feb Mar Apr May Jun
1982=100

All commodities 127.7 127.6 124.4 124.8 122.9 122.3 122.8 1235 1245 125.1
Finished goods' 131.3 131.8 130.6 130.7 131.4 130.8 131.2 131.8 132.4 132.7
All foods? 1325 132.8 132.4 131.9 133.6 131.6 132.1 130.0 131.4 1325
Consumer foods 133.6 134.5 134.3 133.8 135.6 134.1 134.6 133.2 134.4 135.3
Fresh fruits and melons 100.8 99.4 90.0 91.1 105.3 108.0 100.5 101.4 113.6 103.2
Fresh and dry vegetables 135.0 123.1 139.5 120.9 124.4 95.2 114.4 1325 1115 127.7
Dried and dehydrated fruits 124.2 124.9 124.4 127.0 122.6 122.6 122.6 122.6 120.5 120.5
Canned fruits and juices 137.5 137.6 134.4 133.8 136.8 136.7 137.8 137.9 138.1 138.4
Frozen fruits, juices and ades 123.9 117.2 116.1 115.4 125.1 124.6 124.4 1241 122.3 122.4
Fresh veg. except potatoes 120.9 121.3 137.9 106.5 131.9 93.1 117.4 144.4 111.3 125.8
Canned vegetables and juices 121.2 120.1 1215 121.9 120.6 120.6 120.8 120.9 120.9 121.0
Frozen vegetables 125.4 125.8 125.4 124.6 125.8 126.6 125.5 126.7 125.9 126.0
Potatoes 133.9 106.1 1225 120.4 132.3 124.8 121.7 106.4 131.0 146.8
Eggs for fresh use (1991=100) 105.1 97.1 90.1 86.9 94.0 83.5 89.5 74.8 66.8 70.1
Bakery products 169.8 173.9 175.8 175.7 1771 1775 177.3 177.6 178.0 177.7
Meats 109.0 111.6 101.4 106.0 99.1 98.6 100.1 99.4 104.8 107.5
Beef and veal 100.2 102.8 99.5 99.8 99.1 99.3 102.7 102.2 104.3 110.9
Pork 120.9 123.1 96.6 111.6 90.9 88.3 87.6 86.0 100.2 96.7
Processed poultry 119.8 117.4 120.7 120.1 115.7 113.6 113.6 111.4 113.2 115.3
Unprocessed and packaged fish 165.9 178.1 183.0 177.7 186.2 186.9 204.6 184.9 187.3 188.4
Dairy products 130.4 128.1 138.1 133.4 148.9 144.0 142.6 132.1 132.9 135.5
Processed fruits and vegetables 127.6 126.4 125.8 125.6 128.0 128.1 127.5 128.1 127.6 127.8
Shortening and cooking oil 138.5 137.8 143.4 143.0 - - - - - -
Soft drinks 134.0 133.2 134.8 134.6 135.5 137.0 137.2 137.6 137.3 136.7
Finished consumer goods less foods 127.6 128.2 126.4 127.0 1271 126.6 127.3 129.1 129.5 129.9
Alcoholic beverages 132.8 135.1 135.2 134.9 136.8 137.2 137.1 137.2 137.3 137.4
Apparel 125.1 125.7 126.6 126.6 127.3 127.2 126.3 126.3 126.8 126.5
Footwear 141.6 143.7 144.7 144.7 143.8 144.6 145.6 144.6 144.4 1445
Tobacco products 237.4 248.9 283.4 278.7 363.4 363.9 363.5 363.4 363.6 363.6
Intermediate materials® 125.8 125.6 123.0 123.5 120.9 120.4 120.8 121.6 1221 122.9
Materials for food manufacturing 125.3 123.2 123.1 123.0 124.3 122.2 121.1 117.8 119.1 120.1
Flour 136.8 118.7 109.2 109.0 107.4 105.2 104.6 103.0 104.7 105.3
Refined sugar* 123.7 123.6 119.8 120.0 118.9 120.1 122.6 122.6 123.6 122.7
Crude vegetable oils 118.1 116.6 131.1 130.8 117.4 107.7 95.1 98.0 94.9 86.8
Crude materials® 113.8 1111 96.7 97.6 90.1 88.2 89.5 90.4 96.1 97.2
Foodstuffs and feedstuffs 121.5 112.2 103.8 106.2 101.2 98.2 98.9 95.8 99.7 99.6
Fruits and vegetables and nuts® 1225 1155 117.2 110.2 121.6 1115 114.8 1225 121.3 121.6
Grains 151.1 111.2 93.4 94.0 87.0 86.4 84.9 83.1 84.6 82.2
Slaughter livestock 95.2 96.3 82.3 90.7 79.3 81.0 83.6 83.8 87.9 88.6
Slaughter poultry, live 140.5 131.0 141.4 140.5 129.5 126.4 124.8 118.7 136.6 135.6
Plant and animal fibers 129.4 117.0 110.4 117.9 93.5 90.8 96.3 94.4 93.8 89.6
Fluid milk 107.9 97.5 112.6 104.1 127.8 113.4 110.2 96.2 95.6 98.1
Oilseeds 139.4 140.8 114.4 116.0 103.2 93.0 91.3 93.5 93.3 91.5
Leaf tobacco 89.4 - 104.6 - 1124 112.6 114.6 95.8 - -
Raw cane sugar 118.6 116.8 117.2 118.0 118.7 118.5 118.4 119.6 118.3 119.5

-- = Not available. 1. Commodities ready for sale to ultimate consumer. 2. Includes all raw, intermediate, and processed foods (excludes soft drinks, alcoholic
beverages, and manufactured animal feeds). 3. Commodities requiring further processing to become finished goods. 4. All types and sizes of refined sugar.
5. Products entering market for the first time that have not been manufactured at that point. 6. Fresh and dried.

This table is compiled with data provided by the Bureau of Labor Statistics (BLS). BLS operates a website at http://stats.bls.gov/blshome.html and a Producer
Prices Information Hotline at (202) 606-7705.



Agricultural Outlook/August 1999 Economic Research Service/USDA 39
Farm-Retail Price Spreads

Table 8—Farm-Retail Price Spreads

Annual 1998 1999
1996 1997 1998] Jun| Jan Feb Mar Apr May Jun
Market basket'
Retail cost (1982-84=100) 155.9 159.7 163.1 162.2 167.7 166.7 166.3 166.4 167.1 166.7
Farm value (1982-84=100) 1111 106.2 103.3 102.9 101.1 100.6 99.9 96.2 97.2 98.8
Farm-retail spread (1982-84=100) 180.1 188.6 195.4 194.2 203.6 202.3 202.0 204.3 204.8 203.3
Farm value-retail cost (%) 24.9 23.3 22.2 222 211 211 21.0 20.2 20.4 20.7
Meat products
Retail cost (1982-84=100) 140.1 144.4 141.6 141.5 139.4 140.6 140.3 140.5 141.4 141.8
Farm value (1982-84=100) 100.4 101.2 84.8 93.4 72.0 73.4 77.4 83.8 82.2 82.4
Farm-retail spread (1982-84=100) 180.9 188.6 200.0 190.9 208.6 209.5 204.8 198.7 202.2 202.7
Farm value-retail cost (%) 36.3 355 30.3 334 26.1 26.4 28.0 30.2 294 294
Dairy products
Retail cost (1982-84=100) 1421 145.5 150.8 148.1 161.2 162.3 161.5 156.1 156.2 156.1
Farm value (1982-84=100) 107.2 98.0 113.0 103.4 123.8 126.9 116.7 89.8 97.0 102.8
Farm-retail spread (1982-84=100) 174.3 189.3 185.6 189.3 195.7 194.9 202.8 217.2 210.8 205.3
Farm value-retail cost (%) 36.2 32.3 36.0 33.5 36.8 37.5 34.7 27.6 29.8 31.6
Poultry
Retail cost (1982-84=100) 152.4 156.6 157.1 155.5 158.5 157.4 158.3 157.6 155.7 156.8
Farm value (1982-84=100) 126.2 120.6 126.1 126.6 119.6 116.5 114.9 111.7 121.7 124.4
Farm-retail spread (1982-84=100) 182.6 198.1 192.9 188.8 203.3 204.5 208.2 210.5 194.9 1941
Farm value-retail cost (%) 44.3 41.2 42.9 43.6 40.4 39.6 38.9 37.9 41.8 425
Eggs
Retail cost (1982-84=100) 1421 140.0 1371 126.3 137.8 138.2 134.2 129.6 121.4 125.1
Farm value (1982-84=100) 114.7 99.3 89.6 77.2 100.0 86.1 91.3 74.2 60.2 64.6
Farm-retail spread (1982-84=100) 191.4 213.0 222.5 214.6 205.6 231.8 211.3 229.1 231.4 233.8
Farm value-retail cost (%) 51.9 45.6 42.0 39.2 46.6 40.0 43.7 36.8 31.8 33.2
Cereal and bakery products
Retail cost (1982-84=100) 174.0 177.6 181.1 181.6 184.2 183.8 183.5 184.8 185.1 185.7
Farm value (1982-84=100) 125.6 107.7 94.4 92,5 92.4 89.0 86.8 85.7 84.0 81.8
Farm-retail spread (1982-84=100) 180.7 187.4 193.2 194.0 197.0 197.0 197.0 198.6 199.2 200.2
Farm value-retail cost (%) 7.2 7.4 6.4 6.2 6.1 5.9 5.8 5.7 5.6 5.4
Fresh fruit
Retail cost (1982-84=100) 243.0 245.1 258.2 256.6 295.3 283.0 282.9 301.7 311.8 302.7
Farm value (1982-84=100) 151.7 137.0 141.3 135.7 157.5 155.9 155.5 155.4 162.1 157.2
Farm-retail spread (1982-84=100) 285.2 295.0 312.2 312.4 358.9 341.7 341.7 369.2 380.9 369.9
Farm value-retail cost (%) 19.7 17.7 17.3 16.7 16.8 17.4 17.4 16.3 16.4 16.4
Fresh vegetables
Retail cost (1982-84=100) 189.2 194.6 215.8 214.7 224.5 209.8 209.2 206.2 207.7 203.1
Farm value (1982-84=100) 113.3 118.7 1245 105.5 124.5 121.5 122.9 135.0 126.9 130.6
Farm-retail spread (1982-84=100) 228.3 233.6 262.7 270.9 275.9 255.2 253.6 242.8 249.2 240.3
Farm value-retail cost (%) 20.3 20.7 19.6 16.7 18.8 19.7 19.9 22.2 20.7 21.8
Processed fruits and vegetables
Retail cost (1982-84=100) 144.4 147.9 150.6 150.8 153.4 153.8 153.5 153.3 155.4 154.8
Farm value (1982-84=100) 121.5 115.9 115.1 120.6 114.3 113.6 113.6 113.2 114.6 114.6
Farm-retail spread (1982-84=100) 151.6 157.9 161.7 160.2 165.6 166.3 165.9 165.8 168.1 167.3
Farm value-retail cost (%) 20.0 18.6 18.2 19.0 17.7 17.6 17.6 17.6 17.5 17.6
Fats and oils
Retail cost (1982-84=100) 140.5 141.7 146.9 143.3 150.5 150.9 149.4 149.0 147.2 147.5
Farm value (1982-84=100) 112.3 109.4 118.9 119.6 111.7 102.4 93.0 96.4 91.0 89.2
Farm-retail spread (1982-84=100) 150.9 153.6 157.2 152.0 164.8 168.7 170.1 168.4 167.9 168.9
Farm value-retail cost (%) 21.5 20.8 21.8 225 20.0 18.2 16.7 17.4 16.6 16.3

See footnotes at end of table, next page.
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Table 8—Farm-Retail Price Spreads (continued)

Annual 1998 1999
1996 1997 1998| Jun| Jan Feb Mar Apr May Jun
Beef, All Fresh Retail Price (cts/Ib) 252.4 253.8 253.3 251.7 254.8 256.2 256.2 257.0 257.8 261.8
Beef, Choice
Retail price (cents/Ib.)? 280.2 279.5 2771 278.7 279.1 278.0 276.9 283.9 283.2 287.2
Wholesale value (cents)® 158.1 158.2 153.8 154.5 156.3 153.7 160.3 166.1 171.3 178.1
Net farm value (cents)* 134.9 137.2 130.8 134.8 130.1 132.8 139.9 141.1 139.6 142.1
Farm-retail spread (cents) 145.3 142.3 146.3 143.9 149.0 145.2 137.0 142.8 143.6 145.1
Wholesale-retail (cents)® 122.1 121.3 123.3 124.2 122.8 124.3 116.6 117.8 111.9 109.1
Farm-wholesale (cents)® 23.2 21.0 23.0 19.7 26.2 20.9 20.4 25.0 31.7 36.0
Farm value-retail price (%) 48 49 47 48 47 48 51 50 49 49
Pork
Retail price (cents/Ib.)? 233.7 245.0 242.7 243.1 233.4 236.9 237.1 234.8 239.2 241.2
Wholesale value (cents)® 123.2 123.1 97.3 108.1 95.6 91.0 89.2 95.0 105.3 100.5
Net farm value (cents)* 99.4 95.3 61.2 79.9 50.7 52.6 50.2 56.4 68.5 63.0
Farm-retail spread (cents) 134.3 149.6 181.5 163.2 182.7 184.3 186.9 178.4 170.7 178.2
Wholesale-retail (cents)® 110.5 121.9 145.4 135.0 137.8 145.9 147.9 139.8 133.9 140.7
Farm-wholesale (cents)® 23.8 27.7 36.1 28.2 44.9 38.4 39 38.6 36.8 37.5
Farm value-retail price (%) 43 39 25 33 22 22 21 24 29 26

1. Retail costs are based on CPI-U of retail prices for domestically produced farm foods, published monthly by the Bureau of Labor Statistics (BLS).
Farm value is the payment for the quantity of farm equivalent to the retail unit, less allowance for by-product. Farm values are based on prices at first
point of sale, and may include marketing charges such as grading and packing for some commodities. The farm-retail spread, the difference between
the retail price and farm value, represents charges for assembling, processing, transporting and distributing. 2. Weighted-average price of retail cuts
from pork and Choice yield grade 3 beef. Prices from BLS. 3. Value of wholesale (boxed beef) and wholesale cuts (pork) equivalent to 1 Ib. of retail
cuts adjusted for transportation costs and by-product values. 4. Market value to producer for live animal equivalent to 1 Ib. of retail cuts, minus value
of by-products. 5. Charges for retailing and other marketing services such as wholesaling and in-city transportation. 6. Charges for livestock
marketing, processing, and transportation. Information contact: Veronica Jones (202) 694-5387, Larry Duewer (202) 694-5172

Note: Pork price and spread procedures have been revised (January 1999) and historical data made consistent with the updated series.
For the complete updated series call Larry Duewer.

Table 9—Price Indexes of Food Marketing Costs

Annual 1997 1998 1999
1996 1997 1998| Il I | [ Il Il v | [
1987=100"
Labor—hourly earnings
and benefits 459.7 474.3 490.4 474.6 480.2 484.9 488.3 493.0 494.6 497.9
Processing 474.7 486.0 499.3 487.1 490.5 493.8 497.7 500.7 504.9 504.8
Wholesaling 516.0 536.2 552.5 538.9 545.4 546.8 552.5 555.4 555.1 556.1
Retailing 419.9 435.2 454.1 433.6 4411 448.7 450.6 457.8 459.4 465.2
Packaging and containers 399.8 390.3 395.5 387.6 392.9 398.5 396.7 394.9 391.9 390.3
Paperboard boxes and containers 363.8 341.9 365.2 334.7 350.3 365.4 368.7 366.8 359.8 355.7
Metal cans 498.3 491.0 487.9 490.8 487.9 494.1 484.7 486.0 486.6 486.6
Paper bags and related products 437.8 441.9 432.9 439.5 442.5 438.8 434.0 430.2 428.5 425.6
Plastic films and bottles 326.5 326.6 322.8 326.9 327.5 326.7 325.0 321.0 318.5 319.7
Glass containers 460.5 447 .4 446.8 446.6 446.6 446.9 446.9 446.1 447.3 447.8
Metal foil 235.7 233.4 232.0 237.2 236.4 231.8 232.6 232.6 230.9 228.2
Transportation services 429.8 430.0 428.3 429.0 429.4 429.9 431.8 426.3 425.0 403.9
Advertising 580.1 609.4 624.5 609.3 611.6 623.2 624.2 624.5 626.2 633.3
Fuel and power 670.7 668.5 619.7 658.1 669.0 625.1 622.9 629.2 601.6 586.6
Electric 501.3 499.2 492.1 517.7 491.5 482.2 489.3 511.8 485.0 479.0
Petroleum 666.8 616.7 457.0 574.8 609.6 495.5 470.0 439.2 423.3 388.4
Natural gas 1,136.7 1,214.0 1239.4 1,179.7 1,249.4 1,229.4 1,242.1 1,268.5 1,217.7 1206.3
Communications, water and sewage 296.8 302.8 307.6 303.5 304.2 305.5 308.0 308.5 308.5 309.3
Rent 268.2 265.6 260.5 265.1 265.1 262.5 260.4 260.4 258.8 257.5
Maintenance and repair 499.6 514.9 529.3 517.3 519.7 524.1 527.1 531.1 535.1 537.9
Business services 501.7 512.3 522.9 513.9 514.1 518.4 521.2 521.8 530.3 527.7
Supplies 338.3 337.8 332.3 337.5 337.9 335.6 3324 331.4 329.5 325.2
Property taxes and insurance 564.3 580.1 598.3 582.2 587.3 591.1 595.4 600.7 606.1 609.6
Interest, short-term 103.9 108.9 103.7 108.8 110.1 106.5 106.7 105.6 96.0 93.2
Total marketing cost index 452.1 459.9 467.2 459.1 463.4 465.3 466.9 468.6 468.0 466.5

Last two quarters preliminary. * Indexes measure changes in employee earnings and benefits and in prices of supplies used in processing, wholesaling,
and retailing U.S. farm foods purchased for at-home consumption. Information contact: Veronica Jones (202) 694-5387
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Livestock & Products
Table 10—U.S. Meat Supply & Use

Consumption Primary
Beg. Produc- Total Ending Per  Conversion market
stocks tion" Imports supply Exports stocks Total capita® factor® price*
Million Ibs.® Ibs. $/ewt
Beef
1996 519 25,525 2,073 28,117 1,877 377 25,863 68 0.700 65.06
1997 377 25,490 2,343 28,210 2,136 465 25,609 67 0.700 66.32
1998 465 25,760 2,642 28,867 2,171 393 26,303 68 0.700 61.48
1999 393 25,978 2,708 29,079 2,449 370 26,260 67 0.700 63-65
2000 370 24,206 2,800 27,376 2,300 365 24,711 63 0.700 70-76
Pork
1996 396 17,117 618 18,131 970 366 16,795 49 0.776 56.53
1997 366 17,274 633 18,273 1,044 408 16,821 49 0.776 54.30
1998 408 19,011 704 20,123 1,229 586 18,308 53 0.776 34.72
1999 586 19,280 780 20,646 1,247 575 18,824 53 0.776 30-32
2000 575 18,655 775 20,005 1,200 525 18,280 51 0.776 34-37
Veal®
1996 7 378 0 385 0 7 378 1 0.83 59
1997 7 334 0 341 0 8 333 1 0.83 82
1998 8 262 0 270 0 5 265 1 0.83 82
1999 5 230 0 235 0 6 229 1 0.83 87
2000 6 222 0 228 0 5 223 1 0.83 92
Lamb and mutton
1996 8 268 73 349 6 9 334 1 0.89 85
1997 9 260 83 352 5 14 333 1 0.89 88
1998 14 251 112 377 6 12 359 1 0.89 74
1999 12 231 112 355 6 11 338 1 0.89 73
2000 11 213 114 338 6 10 322 1 0.89 71
Total red meat
1996 930 43,288 2,764 46,982 2,853 759 43,370 120 - -
1997 759 43,358 3,059 47,176 3,185 895 43,096 118 - -
1998 895 45,284 3,458 49,637 3,406 996 45,235 123 - -
1999 996 45,719 3,600 50,315 3,702 962 45,651 123 - -
2000 962 43,296 3,689 47,947 3,506 905 43,536 116 - -
¢/lb
Broilers
1996 560 26,124 4 26,688 4,420 641 21,626 70 0.859 61
1997 641 27,041 5 27,687 4,664 607 22,416 72 0.859 59
1998 607 27,612 5 28,225 4,673 711 22,841 73 0.859 63
1999 711 29,323 4 30,038 4,612 800 24,627 77 0.859 58
2000 800 30,709 4 31,513 4,575 800 26,138 82 0.869 56
Mature chickens
1996 7 491 0 498 265 6 228 1 1.0 -
1997 6 510 0 516 384 7 125 1 1.0 -
1998 7 525 0 533 426 6 101 1 1.0 -
1999 6 548 0 555 381 5 169 1 1.0 -
2000 5 567 0 572 382 5 185 1 1.0 -
Turkeys
1996 271 5,401 1 5,673 438 328 4,906 19 1.0 66
1997 328 5,412 1 5,741 606 415 4,720 18 1.0 65
1998 415 5,215 0 5,630 446 304 4,880 18 1.0 62
1999 304 5,214 1 5,519 395 250 4,874 18 1.0 68
2000 250 5,332 0 5,582 400 300 4,882 18 1.0 64
Total poultry
1996 839 32,015 5 32,859 5,123 975 26,760 90 - -
1997 975 32,964 6 33,944 5,654 1,029 27,261 90 - -
1998 1,029 33,352 6 34,387 5,545 1,022 27,821 91 - -
1999 1,022 35,085 6 36,113 5,387 1,055 29,670 96 - -
2000 1,055 36,607 4 37,666 5,357 1,105 31,204 100 - -
Red meat and poultry
1996 1,769 75,303 2,769 79,841 7,976 1,734 70,130 209 - -
1997 1,734 76,322 3,065 81,120 8,839 1,924 70,357 208 - -
1998 1,924 78,636 3,464 84,024 8,950 2,018 73,057 214 - -
1999 2,018 80,804 3,606 86,428 9,089 2,017 75,321 219 - -
2000 2,017 79,903 3,693 85,613 8,863 2,010 74,741 216 - -

-- = Not available. Values for the last 2 years are forecasts. 1. Total including farm production for red meat and federally inspected plus nonfederally
inspected for poultry. 2. Retail-weight basis. 3. Red meat, carcass to retail conversion; poultry, ready-to-cook production to retail weight. 4. Beef: Medium #1,
Nebraska Direct 1,100-1,300 Ib.; pork: barrows and gilts, lowa, Southern Minnesota; veal: farm price of calves; lamb and mutton: choice slaughter lambs,
San Angelo; broilers: wholesale 12-city average; turkeys: wholesale NY 8-16 Ib. young hens. 5. Carcass weight for red meats and certified ready-to-cook

for poultry. 6. Beginning in 1989, veal trade is no longer reported separately. Information contact: LaVerne Williams (202) 694-5190
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Table 11—U.S. Egg Supply & Use

Consumption Primary
Beg. Total Hatching Ending Per market
stocks  Production Imports supply Exports use stocks Total capita price*
Million doz. No. ¢/doz.
1993 13.5 6.005.8 4.7 6.023.9 158.9 769.6 10.7 5.084.6 236.4 725
1994 10.7 6.177.6 3.7 6.192.0 187.6 805.4 14.9 5.184.1 238.7 67.3
1995 14.9 6.215.6 41 6.234.6 208.9 847.2 11.2 5.167.3 235.6 72.9
1996 11.2 6.350.7 5.4 6.367.3 253.1 863.8 8.5 5.241.8 236.8 88.2
1997 8.5 6.473.1 6.9 6.488.5 227.8 894.7 7.4 5.358.6 240.0 81.2
1998 7.4 6.658.7 5.8 6.672.0 218.8 921.8 8.4 5.523.0 245.2 75.8
1999 8.4 6.866.3 5.0 6.879.7 181.8 963.5 5.0 5.729.4 251.9 68.8
2000 5. 7.030.0 4. 7.039.0 200.0 1.010.0 5.0 5.824.0 253.9 65.5
Values for the last year are forecasts. Values for previous year are preliminary. * Cartoned grade A large eggs, New York.
Information contact: LaVerne Williams (202) 694-5190
Table 12—U.S. Milk Supply & Use!
Commercial Total Commercial CCC net removals
Farm commer- CCC Disap- Skim Total
Farm Market- Beg. cial net re- Ending pear- All milk solids solid
Production use ings stocks Imports supply movals stocks ance price1 basis basis?®
Billion Ibs. (milkfat basis) $/ewt Billion Ibs.
1992 150.9 1.9 149.0 4.5 25 155.9 9.9 4.7 141.3 13.09 2.0 5.2
1993 150.6 1.8 148.8 4.7 2.8 156.3 6.6 4.5 1451 12.80 3.9 5.0
1994 153.6 1.7 151.9 4.5 2.9 159.3 4.8 4.3 150.3 12.97 3.7 4.2
1995 155.3 1.6 158.7 4.3 2.9 160.9 21 4.1 154.9 12.74 4.4 3.5
1996 154.0 1.5 158.5 4.1 2.9 159.5 0.1 4.7 154.7 14.74 0.7 0.5
1997 156.1 1.4 154.7 4.7 2.7 162.1 1.1 4.9 156.1 13.34 3.7 2.7
1998 157.4 1.4 156.1 4.9 4.5 165.5 0.4 5.3 159.9 15.42 4.0 2.6
1999 162.0 1.3 160.7 5.3 3.9 169.9 0.3 55 164.1 14.25 6.5 4.0
2000 165.6 1.2 164.4 5.0 3.5 173.5 1.0 5.0 167.5 13.30 2.1 1.7

Values for latest year are forecasts. Values for the preceding year are preliminary. 1. Delivered to plants and dealers; does not reflect deductions.
2. Arbitrarily weighted average of milkfat basis (40 percent) and solids basis (60 percent). Information contact: Jim Miller (202) 694-5184

Table 13—Pouliry & Eggs

Annual 1998 1999
1996 1997 1998] May Dec| Jan Feb Mar Apr May
Broilers
Federally inspected slaughter

certified (mil. 1b.) 26,336.3 27,270.7 27,862.7 2,259.6 2,395.3 2,425.1 2,263.3 2,606.6 2,520.3 2,460.0
Wholesale price,

12-city (cents/Ib.) 61.2 58.8 63.1 60.1 60.4 59.3 58.2 56.8 55.1 60.0
Price of grower feed ($/ton)’ 1751 157.7 129.1 136.0 116.0 117.0 109.0 107.0 107.0 105.0
Broiler-feed price ratio? 4.4 4.7 6.3 5.5 6.7 6.5 6.7 6.7 6.4 7.3
Stocks beginning of period (mil. Ib.) 560.1 641.3 606.8 702.5 657.8 7111 709.4 713.9 777.0 800.1
Broiler-type chicks hatched (mil.) 8,078.2 8,321.6 8,495.1 739.3 737.8 735.3 661.7 755.2 734.3 766.2

Turkeys
Federally inspected slaughter

certified (mil. Ib.) 5,465.6 5,477.9 5,280.6 421.2 431.1 410.9 363.8 431.7 439.3 439.4
Wholesale price, Eastern U.S.

8-16 Ib. young hens (cents/Ib.) 66.5 64.9 62.2 58.7 69.0 57.7 58.8 61.7 63.0 65.6
Price of turkey grower feed ($/ton)’ 165.8 142.7 115.6 122.0 104.7 107.1 102.0 99.0 99.2 95.7
Turkey-feed price ratio? 5.3 5.6 6.7 5.8 7.7 6.5 7.0 7.5 7.8 8.3
Stocks beginning of period (mil. Ib.) 271.3 328.0 4151 579.7 310.4 304.3 363.9 375.9 370.7 455.5
Poults placed in U.S. (mil.) 327.2 3215 297.8 25.7 25.0 24.4 23.6 26.2 26.9 26.2

Eggs
Farm production (mil.) 76,532 77,677 79,905 6,665 7,029 6,971 6,282 7,043 6,769 6,922
Average number of layers (mil.) 299 304 313 310 321 322 323 323 321 320
Rate of lay (eggs per layer

on farms) 256.2 255.3 255.4 215 21.9 21.6 19.5 21.8 211 21.6
Cartoned price, New York, grade A
large (cents/doz.)® 88.2 81.2 75.8 60.4 82.7 79.9 69.6 75.5 60.2 59.2
Price of laying feed ($/ton)1 182.5 160.0 137.6 163.9 118.4 123.0 123.0 120.0 130.0 137.0
Egg-feed price ratio? 8.5 8.8 9.8 6.7 12.8 11.7 10.6 11.3 9.2 7.7
Stocks, first of month

Frozen (mil. doz.) 10.5 7.7 7.4 7.0 71 8.4 8.4 8.2 7.0 71
Replacement chicks hatched (mil.) 401.6 424.5 438.4 39.2 35.7 35.7 35.6 41.3 42.0 40.6

1. Calculated from price ratios that were revised February 1995. 2. Pounds of feed equal in value to 1 dozen eggs or 1 Ib. of broiler or turkey liveweight
(revised February 1995). 3. Price of cartoned eggs to volume buyers for delivery to retailers. Information contact: LaVerne Williams (202) 694-5190
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Annual 1998 1999
1996 1997 1998| May Deg| Jan Feb Mar Apr May
Milk--Basic Formula Price ($/cwt)" 13.39 12.05 14.20 10.88 17.34 16.27 10.27 11.62 11.81 11.26
Wholesale prices
Butter, Central States (cents/Ib.)? 108.2 116.2 177.6 153.2 140.8 144.4 133.1 130.3 103.8 111.0
Am. cheese, Wis.
assembly pt. (cents/Ib.) 149.1 132.4 158.1 122.9 192.4 162.3 131.5 134.0 133.6 124.8
Nonfat dry milk (cents/Ib.)® 122.2 110.0 106.9 103.5 114.9 108.9 104.4 102.4 102.3 101.4
USDA net removals
Total (mil. Ib.)* 86.9 1,090.3 365.6 23.5 20.7 21.1 23.3 32.2 30.8 20.5
Butter (mil. Ib.) 0.1 38.4 6.3 0.3 0.0 0.0 0.0 0.4 0.4 0.0
Am. cheese (mil. Ib.) 4.6 11.3 8.2 0.6 0.9 0.7 0.5 0.4 0.3 0.3
Nonfat dry milk (Mil. Ib.) 57.2 298.0 326.4 36.8 24.4 23.4 35.9 37.3 48.9 53.9
Milk
Milk prod. 20 states (mil. Ib.) 131,084 133,314 134,930 12,011 11,481 11,720 10,809 12,212 11,989 12,430
Milk per cow (Ib.) 16,726 17,180 17,501 1,556 1,489 1,521 1,403 1,584 1,554 1,609
Number of milk cows (1,000) 7,837 7,760 7,710 7,719 7,708 7,704 7,702 7,708 7,714 7,725
U.S. milk production (mil. Ib.)® 154,006 156,091 157,441 14,014 13,365 13,681 12,613 14,246 13,925 14,432
Stocks, beginning*
Total (mil. Ib.) 4,168 4,714 4,907 6,585 5,168 5,301 5,925 7,029 7,396 8,389
Commercial (mil. Ib.) 4,099 4,704 4,889 6,557 5,140 5,274 5,893 7,001 7,371 8,362
Government (mil. Ib.) 69 10 18 28 28 27 32 28 25 27
Imports, total (mil. Ib.)* 2,911 2,698 4,591 298 481 362 278 348 327 -
Commercial disappearance (mil. Ib.)* 154,745 156,120 159,920 13,680 13,576 13,293 11,660 14,082 13,123 -
Butter
Production (mil. Ib.) 1,174.5 1,151.2 1,081.9 92.6 106.3 123.3 111.5 113.7 106.4 104.7
Stocks, beginning (mil. Ib.) 15.8 13.4 20.5 67.0 28.7 25.9 60.8 95.0 108.9 126.4
Commercial disappearance (mil. Ib.) 1,179.8 1,108.7 1,124.2 87.7 109.7 89.3 78.3 101.0 89.5 -
American cheese
Production (mil. Ib.) 3,280.8 3,285.6 3,325.8 298.5 300.1 289.7 277.3 316.1 318.6 319.2
Stocks, beginning (mil. Ib.) 379.6 410.3 407.6 439.6 388.5 407.6 390.8 403.9 406.0 450.5
Commercial disappearance (mil. Ib.) 3,229.7 3,269.0 3,349.7 297.7 287.8 308.5 265.4 315.4 277.4 -
Other cheese
Production (mil. Ib.) 3,936.7 4,044.9 4,176.1 354.0 368.4 349.0 323.0 375.6 354.4 355.6
Stocks, beginning (mil. Ib.) 105.3 107.3 70.0 117.8 105.9 109.5 108.9 139.8 146.1 172.9
Commercial disappearance (mil. Ib.) 4,242.9 4,366.6 4,450.6 370.6 402.6 372.5 316.2 400.0 354.9 -
Nonfat dry milk
Production (mil. Ib.) 1,061.8 1,271.6 1,135.4 119.7 110.9 120.0 115.8 128.5 133.7 135.1
Stocks, beginning (mil. Ib.) 70.6 711 103.3 113.1 43.7 56.3 82.4 107.6 122.7 136.5
Commercial disappearance (mil. Ib.) 1,009.5 894.1 867.5 64.2 75.3 721 55.1 76.7 71.6 -
Frozen dessert
Production (mil. gal.)® 1,240.9 1,290.0 1,325.9 126.4 84.7 80.9 90.6 111.0 117.6 119.8
Annual 1997 1998 1999
1996 1997 1998| v | I Il T v | | I
Milk production (mil. Ib.) 154,006 156,091 157,441 38,031 39,164 40,821 38,519 38,937 40,540 42,034
Milk per cow (Ib.) 16,433 16,871 17,192 4,144 4,268 4,451 4,210 4,261 4,437 4,593
No. of milk cows (1,000) 9,372 9,252 9,158 9,200 9,176 9,171 9,149 9,137 9,136 9,151
Milk-feed price ratio 1.60 1.54 1.97 1.71 1.73 1.71 2.05 2.46 2.20 1.81
Returns over concentrate 10.98 9.80 12.15 11.00 11.10 10.40 12.25 14.80 13.00 9.90
costs ($/cwt milk)
-- = Not available. Quarterly values for latest year are preliminary. 1. Manufacturing grade milk. 2. Grade AA Chicago before June 1998. 3. Prices paid f.0.b.
Central States production area. 4. Milk equivalent, fat basis. 5. Monthly data ERS estimates. 6. Hard ice cream, ice milk, and hard sherbet.
Information contact: LaVerne Williams (202) 694-5190
Table 15—Wool
Annual 1997 1998 1999
1996 1997 1998| IV | I I 1T IV | I I
U.S. wool price (¢/Ib.)" 193 238 162 258 209 178 142 115 115 116
Imported wool price (¢/1b.)? 196 206 164 204 192 176 141 141 146 142
U.S. mill consumption, scoured
Apparel wool (1,000 Ib.) 129,525 130,386 98,373 32,794 29,318 29,577 21,948 17,530 17,767 -
Carpet wool (1,000 Ib.) 12,311 13,576 16,331 3,420 3,871 4,052 4,020 4,388 4,538 -

-- = Not available. 1. Wool price delivered at U.S. mills, clean basis, Graded Territory 64's (20.60-22.04 microns) staple 2-3/4" and up. 2. Wool price,
Charleston, SC warehouse, clean basis, Australian 60/62's, type 64A (24 micron). Duty since 1982 has been 10 cents.
Information contact: Mae Dean Johnson (202) 694-5299
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Table 16—Meat Animals

Annual 1998 1999
1996 1997 1998| Jun| Jan Feb Mar Apr May Jun
Cattle on feed (7 states,
1000+ head capacity)
Number on feed (1.000 head)' 8,667 8,943 9,455 9,703 9,021 8,907 8,868 8,889 10,022 9,977
Placed on feed (1,000 head) 19,564 20,765 19,697 1,564 1,671 1,553 1,731 1,433 2,039 1,784
Marketings (1,000 head) 18,636 19,552 19,126 2,034 1,738 1,550 1,550 1,671 1,985 2,143
Other disappearance (1,000 head) 652 701 691 72 47 42 52 78 99 63
Market prices ($/cwt)
Slaughter cattle
Choice steers, 1,100-1,300 Ib.
Texas 65.06 65.99 61.75 63.85 61.46 63.13 64.75 65.34 65.00 66.15
Neb. direct 65.05 66.32 61.48 63.26 60.65 62.01 64.63 65.19 64.41 63.20
Boning utility cows, Sioux Falls 30.33 34.27 36.20 39.61 35.00 35.93 37.36 36.80 39.50 40.00
Feeder steers
Medium no. 1, Oklahoma City
600-650 Ib. 61.31 81.34 77.70 77.40 75.60 79.14 81.14 82.73 81.08 82.15
750-800 Ib. 61.08 76.19 71.78 73.10 71.26 73.07 70.98 70.50 70.01 76.01
Slaughter hogs
Barrows and gilts, 51-52 percent lean
lowa, S. Minn.converted to live equal. 56.53 54.30 34.72 45.32 28.58 29.65 28.25 31.69 38.45 35.39
Sows, lowa, S.MN 1-2 300-400 Ib. - 40.24 20.29 27.42 14.55 15.43 18.41 19.49 25.28 24.29
Slaughter sheep and lambs
Lambs, Choice, San Angelo 85.27 87.95 74.20 91.21 69.31 67.88 68.54 70.50 82.70 81.06
Ewes, Good, San Angelo 39.05 49.33 40.90 37.88 41.00 40.25 45.17 46.63 41.36 41.70
Feeder lambs
Choice, San Angelo 94.88 104.43 79.59 88.00 78.75 82.00 81.75 81.81 84.71 80.60
Wholesale meat prices, Midwest
Boxed beef cut-out value
Choice, 700-800 Ib. 102.01 102.75 98.60 99.58 99.53 97.98 103.88 107.42 111.07 116.01
Select, 700-800 Ib. 95.34 96.15 92.19 94.71 94.72 95.22 102.01 102.11 101.95 104.76
Canner and cutter cow beef 58.18 64.50 61.49 63.50 60.44 63.00 66.18 63.51 67.52 68.20
Pork cutout - - 53.07 62.45 49.69 47.72 45.84 49.83 57.38 54.25
Pork loins, bone-in, 1/4 " trim,14-19 Ib. 138.73 128.75 102.04 113.13 105.82 92.35 83.47 99.35 107.44 97.62
Pork bellies, 12-14 Ib. 69.96 73.91 52.38 63.10 48.80 50.76 46.51 49.23 53.76 53.41
Hams, bone-in, trimmed, 20-23 Ib. - - - 51.59 35.83 43.78 42.86 40.06 44.03 43.54
All fresh beef retail price 252.44 253.77 253.28 251.66 254.82 256.16 256.17 256.97 257.80 261.84
Commercial slaughter (1,000 head)®
Cattle 36,583 36,318 35,471 3,108 2,962 2,722 3,049 2,972 2,997 -
Steers 17,819 17,529 17,430 1,599 1,428 1,293 1,464 1,480 1,576 -
Heifers 10,756 11,528 11,450 966 991 945 1,031 978 922 -
Cows 7,274 6,564 5,985 488 497 440 499 460 446 -
Bull and stags 728 696 606 55 46 44 55 54 53 -
Calves 1,768 1,575 1,456 117 105 100 117 97 89 -
Sheep and lambs 4,184 3,911 3,911 295 268 299 423 310 270 -
Hogs 92,394 91,960 101,208 7,730 8,549 7,905 9,117 8,534 7,438 -
Barrows and gilts 88,224 88,409 97,026 7,391 8,226 7,600 8,769 8,217 7,154 -
Commercial production (mil. Ib.)
Beef 25,421 25,384 25,656 2,248 2,170 1,997 2,230 2,155 2,151 -
Veal 368 324 250 20 18 17 20 18 17 -
Lamb and mutton 265 257 247 20 18 20 29 21 18 -
Pork 17,084 17,244 18,981 1,444 1,627 1,501 1,737 1,630 1,418 -
Annual 1998 1999
1996 1997 1998| | I 11} IV | | I 11}
Hogs and pigs (U.S.)°
Inventory (1,000 head)' 58,201 56,124 61,158 61,158 60,163 62,213 63,488 62,206 59,851 60,536
Breeding (1,000 head)' 6,770 6,578 6,957 6,957 6,942 6,958 6,875 6,682 6,527 6,515
Market (1,000 head)' 51,431 49,546 54,200 54,200 53,220 55,254 56,612 55,523 53,323 54,020
Farrowings (1,000 head) 11,114 11,479 12,038 2,929 3,086 3,054 2,993 2,897 2,990 2,936
Pig crop (1,000 head) 94,459 99,584 104,980 25,480 26,989 26,634 25,902 25,293 26,301 -
Cattle on Feed, 7 states (1,000 head)*
Steers and Steer Calves 5,588 5,410 5,803 5,803 5,245 4,608 5,086 5,086 5,331 5,728
Heifers and Heifer Calves 3,005 3,455 3,615 3,615 3,325 3,191 3,268 3,268 3,527 3,783
Cows and Bulls 74 78 37 37 37 26 22 22 31 44

-- = Not available. 1. Beginning of period. 2. Classes estimated. 3. Quarters are Dec. of preceding year to Feb. (1), Mar.-May (Il), June-Aug. (lll), and
Sept.-Nov. (IV). 4. Beginning of period. The 7 states include AZ, CA, CO, IA, KS, NE, and TX. Information contact: Leland Southard (202) 694-5187
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Crops & Products
Table 17—Supply & Utilization':2

Area Feed Other
Set- Total & domestic Total Ending Farm
aside® Planted Harvested Yield  Production supply*  residual use  Exports use stocks price®
Mil. Acres Bu./acre Mil. bu. $/bu.
Wheat
1995/96 6.1 69.0 61.0 35.8 2,183 2,757 154 986 1.241 2,381 376 4.55
1996/97 - 75.1 62.8 36.3 2,277 2,746 308 993 1.002 2,302 444 4.30
1997/98 -- 70.4 62.8 39.5 2.481 3.020 248 1.009 1.040 2,298 722 3.38
1998/99* -- 65.9 59.0 43.2 2,550 3.373 382 996 1.050 2.428 945 2.65
1999/2000* -- 62.9 54.6 42.7 2,333 3.378 300 1.015 1.150 2,465 913 2.45-2.95
Mil. acres Ib./acre Mil. cwt (rough equiv) $lewt
Rice®
1995/96 0.5 3.1 3.1 5.621.0 173.9 212.6 -- 6/ 104.6 83.0 187.6 25.0 9.15
1996/97 - 2.8 2.8 6.120.0 171.6 206.6 - 6/101.0 78.4 179.4 27.2 9.96
1997/98 - 3.1 3.1 5.897.0 183.0 219.4 - 6/ 106.5 85.2 191.7 27.7 9.70
1998/99* -- 3.3 3.3 5.669.0 188.1 225.7 -- 6/ 109.8 85.0 194.8 30.9 8.70-8.80
1999/2000* -- 3. 3.6 5.902.0 211.0 252.2 -- 6/112.6 84.0 196.6 55.6 5.50-6.50
Mil. acres Bu./acre Mil. bu. $/bu.
Corn
1995/96 7.7 71.5 65.2 113.5 7.400 8.974 4,708 1.612 2,228 8.548 426 3.24
1996/97 - 79.2 72.6 1271 9,233 9.672 5,299 1.692 1.797 8,789 883 2.71
1997/98 -- 79.5 72.7 126.7 9,207 10.099 5,505 1.782 1.504 8.791 1.308 2.43
1998/99* -- 80.2 72.6 134.4 9,761 11,089 5,575 1.845 1.925 9,345 1.744 1.95
1999/2000* -- 77.6 71.0 135.8 9.650 11.404 5,575 1.910 1.925 9.410 1.994 1.65-2.05
Mil. acres Bu./acre Mil bu. $/bu.
Sorghum
1995/96 1.7 9.4 8.3 55.6 459 530 295 19 198 512 18 3.19
1996/97 - 13.1 11.8 67.3 795 814 516 45 205 766 47 2.34
1997/98 -- 10.1 9.2 69.2 634 681 365 55 212 632 49 2.21
1998/99* -- 9.6 7.7 67.3 520 569 270 45 190 505 64 1.70
1999/2000* -- 9. 8.3 69.0 573 637 315 55 200 570 67 1.35-1.75
Mil. acres Bu./acre Mil. bu. $/bu.
Barley
1995/96 29 6.7 6.3 57.2 359 513 179 172 62 413 100 2.89
1996/97 - 71 6.7 58.5 392 529 217 172 31 419 109 2.74
1997/98 - 6.7 6.2 58.1 360 510 144 172 74 390 119 2.38
1998/99* -- 6.3 5.9 60.1 352 502 161 170 30 361 141 1.95
1999/2000* -- 5. 4.9 60.3 295 471 135 172 30 337 134 1.60-2.00
Mil. acres Bu./acre Mil. bu. $/bu.
Oats
1995/96 0.8 6.2 3.0 54.6 161 342 182 92 2 276 66 1.67
1996/97 - 4.6 2.7 57.7 153 317 153 95 3 250 67 1.96
1997/98 -- 5.1 2.8 59.5 167 332 161 95 2 258 74 1.60
1998/99* -- 4.9 2.8 60.4 167 346 168 95 2 265 81 1.15
1999/2000* -- 4. 2.6 61.1 161 343 165 96 2 263 80 0.90-1.30
Mil. acres Bu./acre Mil. bu. $/bu.
Soybeans’
1995/96 - 62.6 61.6 353 2177 2516 112 1,370 851 2,333 183 6.72
1996/97 - 64.2 63.3 37.6 2.380 2573 123 1.436 882 2.441 132 7.35
1997/98 - 70.0 69.1 389 2,689 2,826 158 1,597 870 2,626 200 6.47
1998/99* - 72.4 70.8 389 2757 2,961 201 1,580 785 2,566 395 5.00
1999/2000* - 74.2 73.3 40.0 2.935 3.334 159 1.655 930 2.744 590  3.90-4.70
Mil. Ibs. e/Ib.
Soybean oil
1995/96 - - - - 15,240 16.472 - 13.465 992 14,457 2,015 24.75
1996/97 - - - - 15,752 17.821 - 14,263 2,037 16.300 1.520 22.50
1997/98 - - - - 18,143 19.724 - 15,264 3.077 18.341 1.382 25.84
1998/99* -- -- -- -- 17,750 19,195 -- 15.350 2,300 17.650 1.545 20.00
1999/2000* -- -- -- -- 18.620 20.220 -- 15,750 2,000 17.750 2,470 15.00-18.00
1,000 tons $/ton®
Soybean meal
1995/96 - - - - 32527 32,826 - 26611 6.002 32,613 212 236.0
1996/97 - - - - 34210 34,524 - 27.320 6.994 34,314 210 270.9
1997/98 - - - - 38171 38.437 - 28889 9.330  38.219 218 185.5
1998/99* - - - -~ 37.312 37.575 - 30.500 6.800  37.300 275 135.0
1999/2000* - - - —- 39,350 39,675 - 31,100 8,300 39,400 275 125-145

See footnotes at end of table, next page
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Table 17—Supply & Utilization (continued)

Agricultural Outlook/August 1999

Area Feed Other

Set- Total & domestic Total Ending Farm

aside® Planted Harvested Yield  Production supply*  residual use Exports use stocks price®

Mil. Acres Lb./acre Mil. Bales ¢/lb.

Cotton®

1995/96 1.7 16.9 16.0 537 17.9 21.0 - 10.6 7.7 18.3 2.6 75.4
1996/97 0.3 14.7 12.9 705 18.9 22.0 - 111 6.9 18.0 4.0 69.3
1997/98 - 13.9 13.4 673 18.8 22.8 - 11.3 7.5 18.8 3.9 65.2
1998/99* - 13.4 10.7 625 13.9 18.2 - 10.5 4.1 14.6 3.6 61.5
1999/2000* - 13.9 13.0 665 18.0 21.7 - 10.6 5. 16.1 5.5 -

-- = Not available or not applicable. *July 13, 1999 Supply and Demand Estimates. 1. Marketing year beginning June1 for wheat, barley, and oats;
August 1 for cotton and rice; September 1 for soybeans, corn, and sorghum; October 1 for soymeal and soyoil. 2. Conversion factors: Hectare (ha.) = 2.471

acres, 1 metric ton = 2,204.622 pounds, 36.7437 bushels of wheat or soybeans, 39.3679 bushels of corn or sorghum, 45.9296 bushels of barley, 68.8944
bushels of oats, 22.046 cwt of rice, and 4.59 480-pound bales of cotton. 3. Includes diversion, acreage reduction, 50-92, & 0-92 programs. 0/92 & 50/92
set-aside includes idled acreage and acreage planted to minor oilseeds, sesame, and crambe. 4. Includes imports. 5. Marketing-year weighted average

price received by farmers. Does not include an allowance for loans outstanding and government purchases. 6. Residual included in domestic use. 7. Includes

seed. 8. Simple average of 48 percent protein, Decatur. 9. Upland and extra-long staple. Stocks estimates based on Census Bureau data, resulting in an

unaccounted difference between supply and use estimates and changes in ending stocks. Information contacts: Wheat, rice, feed grains,
Jenny Gonzales (202) 694-5296; soybeans, soybean products, and cotton, Mae Dean Johnson (202) 694-5299

Table 18—Cash Prices, Selected U.S. Commodities

Marketing year’ 1998 1999
1996/97 1997/98 1 998/99| May Dec Jan Feb Mar Apr May
Wheat, no. 1 HRW,

Kansas City ($/bu.)? 4.88 3.71 - 3.41 3.31 3.27 3.05 3.02 2.94 2.89
Wheat, DNS,

Minneapolis ($/bu.)® 4.96 4.31 - 4.24 3.97 3.92 3.78 3.79 3.65 3.61
Rice, S.W. La. ($/cwt)* 20.34 18.92 - 18.31 17.63 17.50 17.06 16.52 16.13 15.56
Corn, no. 2 yellow, 30-day,

Chicago ($/bu.)® 2.84 2.56 - 2.50 2.16 2.16 2.15 2.20 2.13 2.16
Sorghum, no. 2 yellow,

Kansas City ($/cwt)® 4.54 4.11 - 4.09 3.41 3.41 3.43 3.48 3.37 3.35
Barley, feed,

Duluth ($/bu.) 2.32 1.90 - 1.42 - - - - - -
Barley, malting

Minneapolis ($/bu.) 3.18 2.50 - - - - - - - -
U.S. cotton price, SLM,

1-1/16 in. (¢/Ib.)® 71.60 67.79 - 65.21 59.88 56.20 55.46 58.17 57.01 55.54
Northern Europe prices

cotton index (¢/Ib.)” 78.66 7211 - 64.61 56.02 55.78 56.26 56.74 57.86 59.85
U.S. M 1-3/32in. (¢/Ib.)® 82.86 77.98 - 73.06 71.25 - - - - -
Soybeans, no. 1 yellow, 30-day

Chicago ($/bu) 7.38 6.51 - 6.43 5.55 5.29 4.86 4.69 4.70 4.59
Soybean oil, crude,

Decatur (¢/Ib.) 22.50 24.69 - 28.10 23.99 22.88 19.96 19.54 19.54 17.85
Soybean meal, 48% protein,

Decatur ($/ton) 270.90 276.78 - 162.50 146.40 138.80 132.30 133.00 134.50 133.20

-- = No quotes. 1. Beginning June 1 for wheat and barley; Aug. 1 for rice and cotton; September 1 for corn, sorghum, and soybeans; October 1 for soymeal
and oil. 2. Ordinary protein. 3. 14 percent protein. 4. Long grain, milled basis. 5. Marketing year 1997/98 data are preliminary. 6. Average spot market.

7. Liverpool Cotlook "A" Index; average of 5 lowest prices of 13 selected growths. 8. Cotton, Memphis territory growths.
rice, and feed, Jenny Gonzales (202) 694-5296; soybeans, soybean products, and cotton, Mae Dean Johnson (202) 694-5299

Information contacts: Wheat,
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Table 19—Farm Programs, Price Supports, Participation, & Payment Rates

Total Flexibility
Basic Findley or deficiency Effective contract Acres Contract Partici-
Target loan  announced payment base payment under payment pation
price rate  loan rate’' rate acres’  Program® rate contract yields rate*
Mil. Percent
$/bu. acres of base $bu. Mil. acres Bu./cwt Percent
Wheat
1994/95 4.00 2.72 2.58 0.61 78.10 0/0/0 - - - 87
1995/96 4.00 2.69 2.58 0.00 77.70 0/0/0 - - - 85
1996/97 - - 2.58 - - - 0.874 76.7 34.70 99
1997/98 - - 2.58 - - - 0.631 76.7 34.70 -
1998/99° - - 2.58 - - - 0.663 78.9 34.50 -
$/ewt $/ewt
Rice
1994/95 10.71 6.50 5.88 ¢ 3.79 4.20 0/0/0 - - - 95
1995/96 10.71 6.50 6.50 ¢ 3227 4.20 5/0/0 - - - 95
1996/97 - 6.50 - - - - 2.766 4.2 48.27 99
1997/98 - 6.50 - - - - 2.710 4.2 48.17 -
1998/99° - 6.50 - - - - 2.921 4.2 48.17 -
$bu. $bu.
Corn
1994/95 2.75 1.99 1.89 0.57 81.50 0/0/0 - - - 81
1995/96 2.75 1.94 1.89 0.00 81.80 7.5/0/0 - - - 82
1996/97 - - 1.89 - - - 0.251 80.7 102.90 98
1997/98 - - 1.89 - - - 0.486 80.9 102.80 -
1998/99° - - 1.89 - - - 0.377 82.0 102.60 -
$bu. $bu.
Sorghum
1994/95 2.61 1.89 1.80 0.59 13.50 0/0/0 - - - 81
1995/96 2.61 1.84 1.80 0.00 13.30 0/0/0 - - - 77
1996/97 - - 1.81 - - - 0.323 131 57.30 99
1997/98 - - 1.76 - - - 0.544 131 57.30 -
1998/99° - - 1.74 - - - 0.452 13.6 56.90 -
$bu. $bu.
Barley
1994/95 2.36 1.62 1.54 0.52 10.70 0/0/0 - - - 84
1995/96 2.36 1.58 1.54 0.00 10.70 0/0/0 - - - 82
1996/97 - - 1.55 - - - 0.332 10.5 47.30 99
1997/98 - - 1.57 - - - 0.277 10.5 47.20 -
1998/99° - - 1.56 - - - 0.284 11.2 46.70 -
$bu. $bu.
Oats
1994/95 1.45 1.02 0.97 0.19 6.80 0/0/0 - - - 40
1995/96 1.45 1.00 0.97 0.00 6.50 0/0/0 - - - 44
1996/97 - - 1.03 - - - 0.033 6.2 50.80 97
1997/98 - - 1.1 - - - 0.031 6.2 50.80 -
1998/99° - - 1.1 - - - 0.031 6.5 50.70 -
$bu. $bu.
Soybeans®
1994/95 - - 4.92 - - - - - - -
1995/96 - - 4.92 - - - - - - -
1996/97 - - 4.97 - - - - - - -
1997/98 - - 5.26 - - - - - - -
1998/99 - - 5.26 - - - - - - -
¢/Ib. ¢/Ib.
Upland cotton
1994/95 72.90 50.00 50.00 ° 4.60 15.30 11/0/0 - - - 89
1995/96 72.90 51.92 51.92° 0.00 7 15.50 0/0/0 - - - 79
1996/97 - 51.92 - - - - 8.882 16.2 610.00 99
1997/98 - 51.92 - - - - 7.625 16.2 608.00 -
1998/99° -- 51.92 -- -- -- -- 8.173 16.4 604.00 --

-- = Not available. 1. There are no Findley loan rates for rice or cotton. See footnotes 5 and 7. 2. Prior to 1996, national effective crop acreage base as
determined by FSA. Net of CRP. 3. Program requirements for participating producers (mandatory acreage reduction program/mandatory paid land
diversion/optional paid land diversion). Acres idled must be devoted to a conserving use to receive program benefits. 4. Percentage of effective base
enrolled in acreage reduction programs. Starting in 1996, participation rate is the percent of eligible acres that entered production flexibility contracts.

5. Estimated payment rates and acres under contract. 6. A marketing loan program has been in effect for rice since 1985/86. Loans may be repaid at the
lower of: a) the loan rate or b) the adjusted world market price (announced weekly). Loans cannot be repaid at less than a specified fraction of the loan rate.
Data refer to marketing-year average loan repayment rates. Beginning with the 1996 crop, loans are repaid at the lower of the loan rate plus accumulated
interest or the adjusted world price. 7. Guaranteed payment rates for producers in the 50/85/92 program were $0.034/Ib. for upland cotton and $4.21/cwt.
for rice. 8. There are no target prices, base acres, acreage reduction programs or deficiency payment rates for soybeans. 9. A marketing loan program has
been in effect for cotton since 1986/87. In 1987/88 and after, loans may be repaid at the lower of: a) the loan rate or b) the adjusted world market price
(announced weekly; Plan B). Starting in 1991/92, loans cannot be repaid at less than 70 percent of the loan rate. Data refer to annual average loan
repayment rates. Beginning with the 1996 crop, loans are repaid at the lower of the loan rate plus accumulated interest or the adjusted world price.

Note: The 1996 Farm Act replaced target prices and deficiency payments with fixed annual payments to producers.

Information contact: Brenda Chewning, Farm Service Agency (202) 720-8838
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Table 20—Fruit

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Citrus’
Production (1,000 tons) 13,186 10,860 11,285 12,452 15,274 14,561 15,799 15,712 17,234 18,009
Per capita consumpt. (Ib.)? 23.6 21.4 191 24.4 26.0 25.0 241 25.0 26.8 -
Noncitrus®
Production (1.000 tons) 16.345 15.640 15.740 17.124 16.563 17.341 16.358 16.103 18.382 16.035
Per capita consumpt. (Ib.)? 72.8 70.4 70.6 73.8 73.9 75.6 73.7 74.0 76.0 -
1998 1999
Jun Oct Nov Dec] Jan Feb Mar Apr May Jun
Grower prices
Apples (¢/pound)* 16.3 22.8 17.9 15.2 15.9 15.0 15.7 14.7 14.0 12.9
Pears (¢/pound)* 17.65 23.95 19.90 17.70 18.65 18.10 16.55 16.85 17.00 17.80
Oranges ($/box)® 6.70 5.42 5.87 4.74 5.15 5.60 6.02 5.82 6.46 8.78
Grapefruit ($/box)® 3.58 3.88 3.19 2.70 1.80 1.60 1.67 2.23 3.66 8.78
Stocks, ending
Fresh apples (mil. Ib.) 637 6,796 5,914 5,008 4,169 3,407 2,607 1,858 1,252 -
Fresh pears (mil. Ib.) 4 513 384 311 237 177 120 69 39 -
Frozen fruits (mil. Ib.) 836 1,280 1,353 1,209 1,103 1,022 911 789 801 -
Frozen conc.orange juice
(mil. single-strength gallons) 1,003 600 629 731 825 907 894 1,035 878 --

-- = Not available. 1. Year shown is when harvest concluded. 2. Fresh per capita consumption. 3. Calendar vear. 4. Fresh use. 5. U.S. equivalent on-tree
returns. Information contact: Susan Pollack (202) 694-5251

Table 21—Vegetables

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Production’

Total vegetables (1,000 cwt) 543,435 562,938 565,754 689,070 688,824 782,505 747,988 762,952 760,951 732,259
Fresh (1,000 cwt)®* 254,418 254,039 242,733 389,597 387,330 412,880 393,398 409,317 433,878 419,779
Processed (tons)3’4 14,450,860 15,444,970 16,151,030 14,973,630 15,074,707 18,481,238 17,729,497 17,681,732 16,353,639 15,624,011

Mushrooms (1,000 Ibs)® 714,992 749,151 746,832 776,357 750,799 782,340 777,870 776,677 808,602 -

Potatoes (1,000 cwt) 370,444 402,110 417,622 425,367 428,693 467,054 443,606 499,254 467,091 477,754

Sweet potatoes (1,000 cwt) 11,358 12,594 11,203 12,005 11,027 13,380 12,821 13,216 13,327 12,382

Dry edible beans (1,000 cwt) 23,729 32,379 33,765 22,615 21,862 28,950 30,689 27,912 29,370 30,828

1998 1999
Jun Oct Nov Dec]| Jan Feb Mar Apr May Jun
Shipments (1,000 cwt)

Fresh 32,518 18,153 20,480 20,767 19,681 19,644 26,297 25,769 29,042 36,831
Iceberg lettuce 3,723 3,416 3,360 3,262 3,068 2,854 3,721 3,018 3,594 4,370
Tomatoes, all 3,504 3,045 3,198 3,309 3,496 3,373 4,588 3,874 3,596 4,053
Dry-bulb onions 3,275 3,596 3,430 3,487 2,896 2,845 3,825 3,630 3,626 3,759
Others® 22,016 8,096 10,492 10,709 10,221 10,572 14,163 15,247 18,226 24,649

Potatoes, all 14,224 13,641 13,401 14,111 12,819 11,691 18,522 17,737 16,160 18,579

Sweet potatoes 168 385 736 415 263 227 462 208 184 196

-- = Not available. 1. Calendar year except mushrooms. 2. Includes fresh production of asparagus, broccoli, carrots, cauliflower, celery, sweet corn,
lettuce, honeydews, onions, & tomatoes through 1991. 3. Includes processing production of snap beans, sweet corn, green peas, tomatoes, cucumbers
(for pickles), asparagus, broccoli, carrots, and cauliflower. 4. Data after 1991 not comparable to previous years because commodity estimates reinstated
in 1992 are included. 5. Fresh and processing agaricus mushrooms only. Excludes specialty varieties. Crop year July 1- June 30. 6. Includes snap
beans, broccoli, cabbage, cauliflower, celery, sweet corn, cucumbers, eggplant, bell peppers, honeydews, and watermelons.

Information contact: Gary Lucier (202) 694-5253

Table 22—Other Commodities

Annual 1997 1998 1999
1996 1997 1998| I v | I Il I v | I
Sugar
Production’ 7,268 7,418 7,891 576 4,088 2,376 824 733 3,959 2,636
Deliveries' 9,633 9,755 9,851 2,641 2,469 2,261 2,465 2,616 2,508 2,271
Stocks, ending’ 3,195 3,377 3,423 1,487 3,377 3,917 2,881 1,679 3,423 4,219
Coffee
Composite green price®
N.Y. (¢/Ib.) 109.35 146.49 114.43 143.29 134.89 143.58 117.73 98.57 97.83 94.37
Annual 1998 1999
1996 1997 1998] Mar Oct Nov Dec]| Jan Feb Mar
Tobacco
Avg. price to grower®
Flue-cured ($/Ib.) 1.83 1.73 1.75 -- 1.87 1.81 -- -- -- --
Burley ($/Ib.) 1.92 1.92 1.91 1.76 1.92 1.92 1.90 1.85 1.74
Domestic taxable removals
Cigarettes (bil.) 486.0 471.4 - 40.2 40.54 39.58 - - - -
Large cigars (mil.)* 3,166.4 3,552.9 -- 325.6 316.67 288.13 - - - -

-- = Not available. 1. 1,000 short tons, raw value. Quarterly data shown at end of each quarter. 2. Net imports of green and processed coffee. 3. Crop year
July-June for flue-cured, October-September for burley. 4. Includes imports of large cigars. Information contacts: sugar, Fannye Jolly (202) 694-5249;
tobacco, Tom Capehart (202) 694-5245
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Table 23—World Supply & Utilization of Major Crops, Livestock & Products

1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/2000
Wheat
Area (hectares) 231.4 222.5 222.9 222.0 2145 219.2 230.6 228.3 224.7 219.7
Production (metric tons) 588.0 542.9 562.4 558.8 524.0 538.5 583.6 609.9 588.0 575.4
Exports (metric tons ' 101.1 111.2 113.0 101.4 100.8 98.8 101.3 100.8 99.0 100.3
Consumption (metric tons)? 561.9 5565.5 550.3 561.7 547.3 550.1 576.4 584.6 590.7 588.5
Ending stocks (metric tons)® 145.0 132.5 144.5 141.6 118.3 106.7 113.8 139.2 136.5 123.4
Coarse grains
Area (hectares) 316.3 321.8 323.4 316.7 322.1 313.2 322.0 309.9 306.8 303.6
Production (metric tons) 828.8 810.4 871.5 798.8 871.2 802.8 908.2 880.5 878.1 884.6
Exports (metric tons ' 88.8 95.6 92.2 85.0 98.3 87.4 941 85.5 91.4 92.8
Consumption (metric tons)? 817.2 809.8 843.6 838.5 857.3 842.4 877.9 873.2 870.0 880.5
Ending stocks (metric tons)® 134.8 135.4 163.2 123.5 137.4 97.9 128.2 135.5 143.6 147.7
Rice, milled
Area (hectares) 146.6 147.3 146.4 145.0 147.4 148.0 149.8 150.8 149.3 151.2
Production (metric tons) 352.0 354.7 355.6 355.4 364.6 371.3 380.4 385.6 382.8 389.9
Exports (metric tons ' 12.2 14.3 14.9 16.3 20.9 19.7 18.8 27.4 22.1 22.4
Consumption (metric tons)? 347.4 356.7 357.7 358.1 366.6 371.4 379.6 383.1 386.7 392.6
Ending stocks (metric tons)® 59.1 57.1 55.0 52.3 50.3 50.2 51.1 53.6 49.7 471
Total grains
Area (hectares) 694.3 691.6 692.7 683.7 684.0 680.4 702.4 689.0 680.8 674.5
Production (metric tons) 1,768.8 1,708.0 1,789.5 1,713.0 1,759.8 1,712.6 1,872.2 1,876.0 1,848.9 1,849.9
Exports (metric tons ' 202.1 221.1 220.1 202.7 220.0 205.9 214.2 213.7 2125 215.5
Consumption (metric tons)? 1,726.5 1,722.0 1,751.6 1,758.3 1,771.2 1,763.9 1,833.9 1,840.9 1,847.4 1,861.6
Ending stocks (metric tons)® 338.9 325.0 362.7 317.4 306.0 254.8 293.1 328.3 329.8 318.2
Oilseeds
Crush (metric tons) 176.7 185.1 184.4 190.1 208.1 217.4 219.2 229.6 236.1 236.0
Production (metric tons) 215.7 224.3 227.5 229.4 261.9 258.4 262.1 286.0 293.2 292.1
Exports (metric tons) 33.4 37.6 38.2 38.7 441 44 .4 49.5 53.8 53.7 54.1
Ending stocks (metric tons) 23.4 21.9 23.6 20.3 27.2 22.2 171 241 29.7 29.0
Meals
Production (metric tons) 119.3 125.2 125.2 131.7 142.1 147.3 149.6 156.5 161.3 161.3
Exports (metric tons) 40.7 42.2 40.8 44.9 46.7 49.7 50.7 51.5 54.2 53.9
Oils
Production (metric tons) 58.1 60.6 61.1 63.7 69.6 73.0 75.8 771 80.2 89.7
Exports (metric tons) 20.5 21.3 21.3 24.3 271 26.0 28.9 30.1 30.3 30.4
Cotton
Area (hectares) 33.2 34.8 32.6 30.6 32.2 35.9 33.8 33.6 32.7 33.0
Production (bales) 87.1 95.7 82.5 771 85.9 93.0 89.6 91.6 84.1 87.0
Exports (bales) 29.6 28.5 25.5 26.8 28.4 27.8 26.8 26.6 23.7 25.0
Consumption (bales) 85.5 85.7 85.5 85.3 85.5 86.9 89.1 88.4 84.8 86.5
Ending stocks (bales) 27.8 37.6 35.4 27.6 29.9 35.7 38.2 41.2 41.2 40.9
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
Red meat*
Production (metric tons) 111.9 117.3 117.3 119.3 124.6 130.2 125.0 128.5 132.9 133.8
Consumption (metric tons) 118.3 115.7 115.7 118.3 123.6 128.8 122.5 126.1 130.2 131.6
Exports (metric tons) 6.5 7.4 7.4 7.4 8.1 8.2 8.5 9.0 8.8 8.9
Poultry*
Production (metric tons) 39.6 38.0 38.0 40.5 43.2 46.7 49.5 51.8 53.1 55.2
Consumption (metric tons) 38.4 37.0 37.0 39.4 42.0 45.3 47.7 49.9 51.1 53.0
Exports (metric tons) 2.8 2.4 2.4 2.8 3.6 4.6 5.2 5.7 5.7 55
Dairy
Milk production (metric tons)® 377.6 378.4 378.4 377.6 378.4 380.8 379.9 381.5 384.9 387.5

-- = Not available. Values for the last two years are forecasts. 1. Excludes intra-EU trade but includes intra-FSU trade. 2. Where stocks data are not
available, consumption includes stock changes. 3. Stocks data are based on differing marketing years and do not represent levels at a given date.
Data not available for all countries. 4. Calendar year data. 1990 data correspond with 1989/90, etc. 5. Data prior to 1989 no longer comparable.

Information contacts: Crops, Ed Allen (202) 694-5288; red meat and poultry, Leland Southard (202) 694-5187; dairy, LaVerne Williams (202) 694-5190
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U.S. Agricultural Trade

Table 24—Prices of Principal U.S. Agricultural Trade Products

Annual 1998 1999
1996 1997 1998| Jun| Jan Feb Mar Apr May Jun
Export commodities
Wheat, f.0.b. vessel, Gulf ports ($/bu.) 5.63 4.35 3.44 3.28 3.41 3.17 3.21 3.10 3.05 3.01
Corn, f.0.b. vessel, Gulf ports ($/bu.) 417 2.98 2.59 2.65 2.48 2.40 2.46 2.38 2.36 2.36
Grain sorghum, f.0.b. vessel,
Gulf ports ($/bu.) 3.90 2.89 2.54 2.56 2.32 2.31 2.35 2.28 2.23 2.22
Soybeans, f.0.b. vessel, Gulf ports ($/bu.) 7.88 7.94 6.37 6.59 5.65 5.19 5.02 5.00 4.88 4.87
Soybean oil, Decatur (¢/Ib.) 23.75 23.33 25.78 25.83 22.88 19.96 18.54 18.78 17.85 16.50
Soybean meal, Decatur, ($/ton) 246.67 266.70 162.74 168.60 138.82 132.32 133.00 134.50 133.20 139.10
Cotton, 7-market avg. spot (¢/Ib.) 77.93 69.62 67.04 73.50 56.20 55.46 58.17 57.01 55.55 53.74
Tobacco, avg. price at auction (¢/Ib.) 183.20 182.74 179.77 192.51 195.04 196.54 162.96
Rice, f.0.b., mill, Houston ($/cwt) 19.64 20.88 18.95 19.00 18.44 18.22 18.08 17.75 17.31 17.05
Inedible tallow, Chicago (¢/Ib.) 20.13 20.75 17.67 19.63 16.30 12.53 11.18 11.38 10.40 11.49
Import commodities
Coffee, N.Y. spot ($/Ib.) 1.29 2.05 1.39 1.30 1.1 1.02 1.04 1.01 1.14 1.09
Rubber, N.Y. spot (¢/Ib.) 72.88 55.40 40.57 41.26 38.99 38.58 36.34 34.98 35.75 34.64
Cocoa beans, N.Y. ($/Ib.) 0.62 0.69 0.72 0.74 0.61 0.59 0.55 0.48 0.43 0.48

Information contact: Jenny Gonzales (202) 694-5296, Mae Dean Johnson (202) 694-5299, Mary Teymourian (202) 694-5173 for coffee,
rubber, cocoa beans, and tobacco.

Table 25—Trade Balance

Fiscal Year 1998 1999
1997 1998 1999 P May Dec| Jan Feb Mar Apr May
$ million
Exports
Agricultural 57,365 53,730 49,000 3,928 4,827 3,891 3,870 4,082 3,850 3,649
Nonagricultural 569,892 584,077 - 48,774 50,071 44,557 45,793 52,091 49,339 48,401
Total ' 627,257 637,807 - 52,702 54,898 48,448 49,663 56,173 53,189 52,050
Imports
Agricultural 35,798 37,007 37,500 2,981 3,191 3,098 3,006 3,458 3,380 3,225
Nonagricultural 829,548 859,737 - 70,193 72,816 68,193 70,988 79,776 76,473 76,927
Total? 865,346 896,744 - 73,174 76,007 71,291 73,994 83,234 79,853 80,152
Trade Balance
Agricultural 21,567 16,723 11,500 947 1,636 793 864 624 470 424
Nonagricultural -259,656 -275,660 - -21,419 -22,745 -23,636 -25,195 -27,685 -27,134 -28,526
Total -238,089 -258,937 - -20,472 -21,109 -22,843 -24,331 -27,061 -26,664 -28,102
P = Projected. -- = Not available. Fiscal year (Oct. 1-Sep. 30). 1. Domestic exports including Department of

Defense shipments (F.A.S. Value). 2. Imports for consumption (customs value). Information contact: Mary Fant (202) 694-5272
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Table 26—Indexes of Real Trade-Weighted Dollar Exchange Rates!

Total U.S. trade

Agricultural trade
U.S. markets
U.S. competitors

High-value products
U.S. markets
U.S. competitors

Corn
U.S. markets
U.S. competitors

Soybeans
U.S. markets
U.S. competitors

Wheat
U.S. markets
U.S. competitors

Vegetables
U.S. markets
U.S. competitors

Red meats
U.S. markets
U.S. competitors

Fruits & fruit juices
U.S. markets
U.S. competitors

Cotton
U.S. markets
U.S. competitors

Poultry
U.S. markets
U.S. competitors
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Annual 1998 1999
1996 1997 1998| May Dec| Jan Feb Mar Apr May
1990=100
100.8 111.9 115.1 115.6 110.6 109.6 109.4 109.3 109.1 108.9
101.0 109.6 115.5 115.1 111.9 110.4 110.9 11.7 111.2 110.9
98.7 109.1 113.9 114.8 110.7 111.4 111.6 111.0 110.5 109.7
100.4 108.2 111.9 111.3 109.3 107.7 108.3 109.5 108.6 108.4
100.1 110.9 114.6 115.4 111.1 111.0 110.8 110.0 109.7 109.0
96.4 107.1 113.3 114.2 106.3 104.6 106.5 108.3 108.2 108.8
90.1 97.4 100.2 100.7 98.1 98.1 97.4 97.0 98.2 98.2
96.0 107.9 113.9 114.5 107.0 105.7 105.9 106.0 105.4 105.2
80.8 82.2 84.9 84.8 87.0 95.2 105.3 105.4 101.6 101.5
100.7 105.4 112.2 111.6 109.8 111.5 112.5 113.9 115.6 116.5
102.1 109.8 116.0 117.5 117.8 116.7 115.8 115.9 115.1 113.7
105.6 112.4 117.8 116.7 117.4 115.7 115.8 116.9 115.6 114.7
100.5 112.0 114.1 114.4 109.4 108.9 107.9 106.9 106.9 106.5
93.3 100.4 109.0 109.7 102.2 99.8 101.5 103.2 102.5 103.2
98.0 107.9 112.8 114.4 111.2 111.1 111.1 111.1 111.0 110.2
101.3 111.3 114.1 113.6 112.0 110.4 110.9 112.2 111.4 111.1
98.2 107.2 11.7 11.7 108.8 109.8 111.6 111.1 110.2 109.8
95.5 105.7 123.8 124.9 112.6 112.8 114.0 115.6 115.4 114.6
101.6 103.0 106.8 107.7 106.6 106.6 107.1 108.0 109.1 108.6
102.8 111.9 109.2 104.6 116.8 116.9 117.0 117.6 17.7 116.2
95.7 107.3 109.9 109.6 106.0 108.2 110.7 110.1 109.2 108.8

P = preliminary. 1. Real indexes adjust nominal exchange rates to avoid the distortion caused by different levels of inflation among countries. A higher value
means the dollar has appreciated. The "total U.S. trade" index uses the Federal Reserve Board index of trade-weighted value of the U.S. dollar against 10
major countries. Weights are based on relative importance of major U.S. customers and competitors in world markets. Indexes are subject to revision for up
to one year due to delayed reporting by some countries. High-value products conform to FAS’s definition for consumer-oriented agricultural products.

Data are available at http://mann77.mannlib.cornell.edu/data-sets/international/88021/. Information contact: Andy Jerardo (202) 694-5323

Note: The indices have recently been revised to reflect a rebasing of the Russian ruble and to correct errors in the CPI data for Hong Kong

and Taiwan. The complete corrected series is online at the at the Mann Library URL.
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Table 27—U.S. Agricultural Exports & Imports

Fiscal Year May Fiscal Year May
1997 1998 1999 P| 1998 1999 1997 1998 1999 P| 1998 1999
1,000 units $ million
EXPORTS
Animals, live - - - - - 508 538 - 29 30
Meats and preps., excl. poultry (mt) " 1,823 2,064 1,700 175 167 4,438 4,507 4,200 388 352
Dairy products - - - - - 869 925 800 70 77
Poultry meats (mt) 2,553 2,663 2,300 252 179 2,516 2,347 1,800 212 127
Fats, oils, and greases (mt) 1,056 1,365 1,500 103 111 543 655 - 48 43
Hides and skins, incl. furskins -- -- -- -- -- 1,693 1,358 1,100 109 87
Cattle hides, whole (no.) 20,761 18,992 - 1,613 1,503 1,232 969 - 79 69
Mink pelts (no.) 3,600 2,990 - 263 251 96 83 - 7 6
Grains and feeds (mt)2 95,091 87,289 - 6,496 7,980 16,368 13,961 14,400 1,034 1,074
Wheat (mt)® 24,526 25,791 28,800 1,845 2,304 4117 3,759 4,000 269 294
Wheat flour (mt) 511 465 700 18 37 141 117 - 5 7
Rice (mt) 2,560 3,310 3,200 232 156 959 1,132 1,000 71 51
Feed grains, incl. products (mt)* 58,796 44,564 51,800 3,337 4,317 7,166 5,187 5,200 388 436
Feeds and fodders (mt) 12,295 11,704 12,300 943 1,078 2,688 2,421 2,400 190 189
Other grain products (mt) 1,404 1,455 - 120 88 1,295 1,345 - 112 98
Fruits, nuts, and preps. (mt) 3,830 3,633 - 284 256 4,261 3,977 4,400 309 290
Fruit juices, incl.
froz. (1,000 hectoliters) 10,455 10,658 - 900 1,333 658 653 - 56 76
Vegetables and preps. - - - - - 4,081 4,168 2,900 383 364
Tobacco, unmanufactured (mt) 238 208 - 20 22 1,612 1,448 1,400 149 166
Cotton, excl. linters (mt)® 1,566 1,652 900 104 56 2,711 2,517 1,400 160 78
Seeds (mt) 1,200 816 - 84 46 913 827 800 48 42
Sugar, cane or beat (mt) 139 123 - 8 12 60 48 - 3 4
Oilseeds and products (mt) 33,808 36,074 31,700 1,626 1,674 11,288 10,984 8,100 512 443
Oilseeds (mt) 24,735 24,358 - 832 1,131 7,875 6,818 - 245 260
Soybeans (mt) 24,027 23,394 21,200 754 1,032 6,950 6,117 4,500 194 205
Protein meal (mt) 6,671 8,666 - 598 376 1,795 1,975 - 117 61
Vegetable oils (mt) 2,402 3,049 - 196 167 1,618 2,191 - 149 122
Essential oils (mt) 46 46 - 4 4 619 533 -- 49 47
Other - - - - -- 4,228 4,284 - 370 347
Total - - - - -- 57,365 53,730 49,000 3,928 3,649
IMPORTS
Animals, live - - - - - 1.525 1,670 1,600 133 101
Meats and preps., excl. poultry (mt) 1,140 1,230 1,300 94 123 2,583 2,718 2,900 209 274
Beef and veal (mt) 785 857 - 67 85 1,652 1,761 - 140 183
Pork (mt) 260 271 - 19 28 766 686 - 48 63
Dairy products - - - - - 1,273 1,368 1,400 106 130
Poultry and products - - - - - 186 207 - 16 16
Fats, oils, and greases (mt) 76 80 - 7 5 58 59 - 5 4
Hides and skins, incl. furskins (mt) - - - - - 210 184 - 12 14
Wool, unmanufactured (mt) 38 45 - 3 2 131 151 - 10 5
Grains and feeds - - - - - 2,941 2,919 3,000 225 230
Fruits, nuts, and preps.,
excl. juices (mt)® 7,121 7,581 7,800 725 877 3,773 3,982 5,300 350 530
Bananas and plantains (mt) 3,950 4,175 4,100 356 434 1,218 1,214 1,200 107 125
Fruit juices (1,000 hectoliters) 29,829 26,577 28,800 2,089 2,913 913 669 -- 52 72
Vegetables and preps. - - - - - 3,604 4,249 4,500 347 379
Tobacco, unmanufactured (mt) 337 241 200 13 8 1,179 822 700 28 25
Cotton, unmanufactured (mt) 27 10 - 2 20 34 11 - 3 22
Seeds (mt) 223 257 - 26 61 357 422 - 35 40
Nursery stock and cut flowers - - - - - 974 1,082 1,000 106 109
Sugar, cane or beet (mt) 2,938 2,170 2,200 208 148 1,013 758 - 70 58
Oilseeds and products (mt) 3,780 4,314 4,000 339 317 2,248 2,243 2,200 183 162
Oilseeds (mt) 985 1,028 - 91 84 374 371 - 36 22
Protein meal (mt) 967 1,277 - 101 79 181 188 - 14 11
Vegetable oils (mt) 1,828 2,010 - 146 154 1,693 1,684 - 132 129
Beverages, excl. fruit
juices (1,000 hectoliters) - - - - - 3,247 3,705 - 309 374
Coffee, tea, cocoa, spices (mt) 2,305 2,369 - 187 188 5,778 6,056 - 474 400
Coffee, incl. products (mt) 1,212 1,155 1,300 98 103 3,698 3,587 3,000 300 239
Cocoa beans and products (mt) 767 875 800 55 51 1,414 1,701 1,600 103 92
Rubber and allied gums (mt) 1,075 1,162 1,200 100 87 1,315 1,027 800 85 55
Other - - - - -- 2,458 2,703 - 224 226
Total - - - - -- 35,798 37,007 37,500 2,981 3,225
P=Projection. -- = Not available. Projections are fiscal years (October 1 through Septermber 30) and are from Outlook for U.S. Agricultural Exports.

1997 and 1998 data are from Foreign Agriculural Trade of the U.S . 1. Projection includes beef, pork, and variety meat. 2. Projection includes pulses.
3. Value projection includes wheat flour. 4. Projection excludes grain products. 5. Projection includes linters. 6. Value projection includes juice.
Information Contact: Mary Fant (202) 694-5272
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Table 28—U.S. Agricultural Exports by Region

Fiscal year 1998 1999
1997 1998 1999F] May Dec| Jan Feb Mar Apr May
$ million
Region & country

WESTERN EUROPE 9,617 8,859 7,500 550 844 748 623 615 487 526
European Union' 8,997 8,522 7,300 527 824 728 597 590 464 498
Belgium-Luxembourg 715 666 - 51 83 47 39 47 45 62
France 557 538 - 30 44 45 26 30 24 22
Germany 1,376 1,294 - 92 130 107 91 100 63 80
Italy 792 729 - 46 72 59 44 61 32 43
Netherlands 2,011 1,792 - 83 222 185 172 138 131 121
United Kingdom 1,289 1,300 - 103 85 97 78 91 77 88
Portugal 243 186 - 9 11 24 11 12 9 11
Spain, incl. Canary Islands 1,087 1,132 - 47 77 102 70 48 25 31
Other Western Europe 620 336 200 23 20 19 25 25 23 29
Switzerland 506 236 - 14 13 15 18 19 16 23
EASTERN EUROPE 317 320 200 22 25 18 15 16 14 13
Poland 164 139 - 9 3 8 7 4 9 6
Former Yugoslavia 72 97 - 4 12 6 2 1 1 1
Romania 37 31 - 4 2 - 1 6 1 2
NEWLY INDEPENDENT STATES 1,593 1,456 1,400 144 46 40 35 55 72 86
Russia 1,281 1,103 1,100 112 28 20 17 37 20 68
ASIA 26,436 21,992 247200 1,589 1,913 1,632 1,620 1,713 1,680 1,446
West Asia (Mideast) 2,562 2,286 2,100 162 206 118 189 159 144 130
Turkey 742 658 600 64 51 22 53 21 35 36
Iraq 50 131 - - - - 8 1 - -
Israel, incl. Gaza and W. Bank 543 389 - 34 43 27 43 40 34 26
Saudi Arabia 630 535 500 33 55 25 39 39 34 26
South Asia 728 626 600 36 80 43 30 30 30 11
Bangladesh 123 114 - 6 28 22 6 6 3 2
India 152 163 - 11 38 13 15 17 12 5
Pakistan 418 275 - 5 12 7 3 4 4 4
China 1,774 1,514 1,100 45 79 59 60 35 52 42
Japan 10,713 9,469 8,400 753 794 789 779 820 794 695
Southeast Asia 3,136 2,288 2,000 147 211 197 168 176 163 169
Indonesia 768 529 400 14 60 39 27 39 35 40
Philippines 898 751 700 66 57 50 74 50 65 59
Other East Asia 7,523 5,808 5,100 446 543 427 393 492 497 398
Korea, Rep. 3,293 2,258 2,200 203 200 203 160 231 219 161
Hong Kong 1,640 1,568 1,300 125 142 86 92 101 87 87
Taiwan 2,588 1,975 1,600 118 200 138 141 161 191 150
AFRICA 2,265 2,174 2,000 104 217 169 189 184 161 142
North Africa 1,480 1,475 1,300 67 154 120 130 132 120 96
Morocco 166 139 - 4 15 4 23 16 19 10
Algeria 307 281 - 13 23 23 21 13 13 8
Egypt 928 939 900 43 107 90 82 92 78 70
Sub-Sahara 785 699 700 38 63 49 59 52 40 46
Nigeria 106 140 - 11 10 13 24 5 12 21
S. Africa 239 193 - 7 16 13 10 14 7 11
LATIN AMERICA and CARIBBEAN 9,984 11,362 1,100 846 1,156 726 841 869 794 753
Brazil 461 566 400 24 36 25 12 14 13 17
Caribbean Islands 1,473 1,487 - 104 135 130 124 120 129 115
Central America 1,029 1,137 - 97 142 83 110 96 90 79
Colombia 552 606 - 53 50 27 41 35 43 37
Mexico 5,077 5,956 6,200 477 633 351 416 512 427 421
Peru 178 314 - 15 39 22 35 13 30 25
Venezuela 552 516 500 35 53 37 41 52 33 28
CANADA 6,620 7,022 6,800 627 586 517 514 597 587 616
OCEANIA 534 545 500 46 42 42 33 34 42 39
TOTAL 57,365 53,730 49,000 3,928 4,827 3,891 3,870 4,082 3,850 3,649

F = Forecast. -- = Not available. Based on fiscal year beginning October 1 and ending September 30. 1. Austria, Finland, and Sweden are included in the

European Union. 2. Asia forecasts exclude West Asia (Mideast). NOTE: Adjusted for transhipments through Canada for 1997 and 1998 through
December 1998, but transhipments are not distributed by country a s previously for 1999. Information contact: Mary Fant (202) 694-5272
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Farm Income

Table 29—Value Added to the U.S. Economy by the Agricultural Sector

1990 1991 1992 1993 1994 1995 1996 1997 1998P  1999F

$ billion
Final crop output 83.3 81.0 89.0 82.3 100.4 95.8 115.4 112.1 102.0 97.5
Food grains 7.5 7.3 8.5 8.2 9.5 10.4 10.7 10.1 8.7 7.7
Feed crops 18.7 19.3 20.1 20.2 20.3 24.5 27.2 271 22.9 20.6
Cotton 5.5 5.2 5.2 5.2 6.7 6.9 7.0 6.3 6.0 5.4
Oil crops 12.3 12.7 13.3 13.2 14.7 15.5 16.3 19.7 17.2 14.4
Tobacco 2.7 2.9 3.0 2.9 2.7 25 2.8 2.9 3.0 2.7
Fruits and tree nuts 9.4 9.9 10.2 10.3 10.3 11.1 11.9 13.1 11.7 12.6
Vegetables 11.5 11.6 11.8 13.7 14.2 15.0 14.4 15.0 15.3 15.7
All other crops 12.8 13.1 13.7 13.7 14.7 15.0 15.8 16.9 17.3 17.8
Home consumption 0.1 0.1 0.1 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Value of inventory adjustment’ 2.8 -1.2 3.2 -5.3 7.2 -5.3 9.1 0.9 -0.4 0.5
Final animal output 90.2 87.3 87.1 92.0 89.7 87.7 921 96.5 94.3 93.4
Meat animals 51.2 50.1 47.7 51.0 46.7 44.9 44.2 49.7 43.6 44.2
Dairy products 20.2 18.0 19.7 19.3 20.0 19.9 22.8 20.9 24.3 23.4
Poultry and eggs 15.3 15.2 15.5 17.3 18.5 19.1 22.4 22.2 22.8 22.3
Miscellaneous livestock 25 25 2.6 2.9 3.1 3.3 3.6 3.7 3.8 3.8
Home consumption 0.5 0.5 0.5 0.4 0.4 0.4 0.3 0.4 0.3 0.3
Value of inventory adjustment’ 0.4 1.0 1.0 1.1 1.1 0.2 -1.1 -0.4 -0.6 -0.7
Services and forestry 15.3 15.4 15.3 17.1 18.1 19.9 20.8 225 24.6 25.4
Machine hire and customwork 1.8 1.8 1.8 1.9 2.1 1.9 2.1 2.6 2.3 2.3
Forest products sold 1.8 1.8 2.2 2.5 2.7 2.8 2.6 2.9 2.8 2.9
Other farm income 4.5 4.7 4.1 4.6 4.3 5.8 6.2 6.9 8.7 8.8
Gross imputed rental value of farm dwellings 7.2 7.2 7.2 8.1 9.0 9.4 9.9 10.1 10.8 11.4
Final agricultural sector output® 188.7 183.7 191.4 191.4 208.2 203.5 228.4 231.2 220.8 216.3
Minus Intermediate consumption outlays: 92.9 94.6 93.4 100.7 104.9 109.7 113.2 120.9 118.7 117.8
Farm origin 39.5 38.6 38.6 41.3 41.3 41.8 42.7 46.9 44.9 44.4
Feed purchased 20.4 19.3 20.1 21.4 22.6 23.8 25.2 26.3 25.0 24.3
Livestock and poultry purchased 14.6 141 13.6 14.7 13.3 12.5 11.3 13.8 12.7 12.9
Seed purchased 4.5 5.1 4.9 5.2 5.4 5.5 6.2 6.7 7.2 71
Manufactured inputs 22.0 23.2 22.7 23.1 24.4 26.2 28.6 29.2 28.3 28.8
Fertilizers and lime 8.2 8.7 8.3 8.4 9.2 10.0 10.9 10.9 10.7 10.4
Pesticides 5.4 6.3 6.5 6.7 7.2 7.7 8.5 9.0 9.1 9.2
Petroleum fuel and oils 5.8 5.6 5.3 5.3 5.3 5.4 6.0 6.2 5.6 6.1
Electricity 2.6 2.6 2.6 2.7 2.7 3.0 3.2 3.0 2.9 3.1
Other intermediate expenses 314 32.8 32.1 36.2 39.2 41.7 41.8 44.9 45.5 445
Repair and maintenance of capital items 8.6 8.6 8.5 9.2 9.1 9.5 10.3 10.4 10.4 10.2
Machine hire and customwork 3.6 3.5 3.8 4.4 4.8 4.8 4.7 4.9 5.5 5.3
Marketing, storage, and transportation 4.2 4.7 4.5 5.6 6.8 7.2 6.9 71 6.7 6.9
Contract labor 1.6 1.6 1.7 1.8 1.8 2.0 21 2.6 24 24
Miscellaneous expenses 13.5 14.3 13.6 15.2 16.7 18.3 17.8 19.8 20.5 19.7
Plus  Net government transactions: 3.1 2.1 2.7 6.9 1.1 0.2 0.2 0.2 4.6 8.8
+ Direct government payments 9.3 8.2 9.2 13.4 7.9 7.3 7.3 7.5 12.2 16.6
- Motor vehicle registration and licensing fees 0.4 0.3 0.4 0.4 0.4 0.5 0.4 0.5 0.5 0.5
- Property taxes 5.9 5.8 6.1 6.2 6.3 6.6 6.7 6.9 7.2 7.3
Gross value added 98.9 91.2 100.6 97.5 104.5 94.0 115.4 110.4 106.7 107.3
Minus Capital consumption 18.1 18.2 18.3 18.4 18.6 18.9 19.2 19.3 19.4 19.6
Net value added? 80.7 73.0 82.3 79.2 85.8 75.1 96.2 91.1 87.2 87.7
Minus  Factor payments: 36.0 34.4 34.4 34.6 36.6 37.9 41.3 42.5 43.1 43.8
Employee compensation (total hired labor) 12.5 12.3 12.3 13.2 13.5 14.3 15.3 16.0 16.9 17.7
Net rent received by nonoperator landlords 10.0 9.9 11.1 10.7 11.5 11.0 13.0 12.9 12.0 12.0
Real estate and non-real estate interest 13.4 121 11.0 10.6 11.5 12.6 13.0 13.5 14.2 141
Net farm income? 44.7 38.7 47.9 44.5 49.2 37.2 54.9 48.6 441 43.8

Values in last two columns are preliminary or forecast. 1. A positive value of inventory change represents current-year production not sold by December 1. A
negative value is an offset to production from prior years included in current-year sales. 2. Final sector output is the gross value of commodities and services
produced within a year. Net value added is the sector’s contribution to the National economy and is the sum of income from production earned by all factors of
production. Net farm income is farm operators’ share of income from the sector’s production activities. The concept presented is consistent with that employed
by the Organization for Economic Cooperation and Development. Information contact: Roger Strickland (202)694-5592 or rogers @ econ.ag.gov
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Table 30—Farm Income Statistics

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
$ billion

Cash Income statement:

1. Cash receipts 169.5 167.9 171.3 177.9 181.3 188.1 199.1 207.6 196.8 190.6
Crops' 80.3 82.1 85.7 87.4 93.1 101.0 106.2 111.1 102.2 96.9
Livestock 89.2 85.8 85.6 90.4 88.2 87.1 93.0 96.5 94.5 93.7

2. Direct Government payments 9.3 8.2 9.2 13.4 7.9 7.3 7.3 7.5 12.2 16.6

3. Farm-related income® 8.1 8.3 8.1 9.0 9.1 10.5 11.0 12.4 13.8 14.0

4. Gross cash income (1+2+3) 186.9 184.3 188.6 200.3 198.2 205.8 217.4 227.5 222.8 221.2

5. Cash expenses® 134.1 134.0 133.3 141.0 1471 153.2 159.9 169.0 167.8 167.5

6. Net cash income (4-5) 52.8 50.4 55.2 59.3 51.1 52.6 57.5 58.5 54.9 53.7

Farm income statement:

7. Gross cash income (4) 186.9 184.3 188.6 200.3 198.2 205.8 217.4 227.5 222.8 221.2

8. Noncash income* 7.9 7.8 7.8 8.7 9.6 9.9 10.3 10.6 11.3 11.8

9. Value of inventory adjustment 3.3 -0.2 4.2 -4.2 8.3 -5.0 8.0 0.5 -1.0 -0.2

10. Gross farm income (7+8+9) 198.0 191.9 200.5 204.8 216.1 210.7 235.7 238.7 233.1 232.9

11. Total production expenses 153.3 153.3 152.6 160.2 166.8 173.5 180.8 190.0 189.0 189.0

12. Net farm income (10-11) 44.7 38.7 47.9 44.5 49.2 37.2 54.9 48.6 441 43.8

Values for last 2 years are preliminary or forecast. Numbers in parentheses indicate the combination of items required to calculate an item. Totals may not
add due to rounding. 1. Includes commodities placed under CCC loans and profits made on loans redeemed. 2. Income from custom labor, machine hire,
recreational activities, forest product sales, and other farm sources. 3. Excludes depreciation and perquisites to hired labor. Excludes farm operator
dwellings. 4. Value of farm products consumed on farms where produced plus the imputed rental value of farm dwellings.

Information contact: Roger Strickland (202) 694-5592 or rogers @econ.ag.gov

Table 31—Average Income to Farm Operator Households!

1992 1993 1994 1995 1996 1997 1998F 1999F

$ per farm
Net cash farm business income? 11,320 11,248 11,389 11,218 13,502 12,460 - -
Less depreciation® 5,187 6,219 6,466 6,795 6,906 6,578 - -
Less wages paid to operator* 216 454 425 522 531 513 - -
Less farmland rental income® 360 534 701 769 672 568 - --
Less adjusted farm business income due to other household(s)® 961 872 815 649 1,094 1,429 - -
$ per farm operator household
Equals adjusted farm business income 4,596 3,168 2,981 2,484 4,300 3,373 - -
Plus wages paid to operator 216 454 425 522 531 513 - -
Plus net income from farmland rental” 360 -- -- 1,053 1,178 945 - -
Equals farm self-employment income 5,172 3,623 3,407 4,059 6,009 4,831 - -
Plus other farm-related earnings® 2,008 1,192 970 661 1,898 1,158 - -
Equals earnings of the operator household from farming activities 7,180 4,815 4,376 4,720 7,906 5,989 5,074 4,676
Plus earnings of the operator household from off-farm sources® 35,731 35,408 38,092 39,671 42,455 46,358 48,167 49,828
Equals average farm operator household income 42,911 40,223 42,469 44,392 50,361 52,347 53,241 54,503
$ per U.S. household
U.S. average household income'® 38,840 41,428 43,133 44,938 47,123 49,692 - -
Percent

Average farm operator household income as percent

of U.S. average household income 110.5 97.1 98.5 98.8 106.9 105.3 -- --
Average operator household earnings from farming activities

as percent of average operator household income 16.7 12.0 10.3 10.6 15.7 11.4 -- --

-- = Not available. Values in last two columns are forecast. 1. Methods for deriving farm operator household income estimates are consistent with Current Population
Survey (CPS) methods for calculating U.S. household income. The CPS defines income to include any income received as cash, but departs from a strictly cash

concept by including depreciation as an expense that farm operators subtract from gross receipts. 2. A component of farm-sector income. Excludes income of
contractors and landlords, of farms organized as nonfamily corporations or cooperatives, and of farms run by hired managers. Includes income of farms organized

as proprietorships, partnerships, and family corporations. 3. Consistent with CPS definition of self-employed income, reported depreciation expenses are subtracted.

4. Excluded because they are not shared among other households that have claims on farm business income. But these wages are included in farm self-employment
income. 5. Gross rental income excluded because net rental income from farm operation is added below to household income. 6. More than one household may have

a claim on income of a farm business. 7. Includes net rental income from the farm business, and net rental income from farmland held by household members that is not
part of the farm business. In 1991 and 1992, gross rental income from the farm business was used. In 1993 and 1994, net rental income data are included in off-farm
income. 8. Wages paid to other operator household members by the farm business, and net income from a farm business other than the one surveyed. 9. Wages, salaries,
net income from nonfarm businesses, interest, dividends, transfer payments, etc. In 1993 and 1994, also includes net rental income from farmland. Sources: For farm
operator household data, U.S. Department of Agriculture, Economic Research Service, Farm Costs and Returns Survey (1992, 1993, 1994, and 1995) and Agricultural
Resource Management Study (1996 and 1997) ; for average U.S. household income, U.S. Department of Commerce, Bureau of the Census, Current Population Survey.
Information contact: Bob Hoppe (202) 694-5572 or rhoppe @econ.ag.gov

Farm income data updated since the June-July issue. For the analysis behind the numbers, visit the Farm Business Economics Briefing Room on the
Economic Research website at www.econ.ag.gov
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Table 32—Balance Sheet of the U.S. Farming Sector

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
$ billion
Farm assets 841.5 834.8 861.9 891.5 915.3 945.8 980.7 1,022.7 1,027.4 1,035.5
Real estate 620.0 615.4 634.3 658.8 684.0 719.6 746.3 783.1 794.4 802.3
Livestock and poultry' 70.9 68.1 71.0 72.8 67.9 57.8 60.3 66.8 57.0 57.0
Machinery and motor
vehicles 86.3 85.9 85.4 86.5 87.5 88.5 88.9 88.1 91.0 90.0
Crops stored®? 23.2 22.2 24.2 23.3 23.3 274 31.7 29.9 30.0 30.0
Purchased inputs 2.8 2.6 3.9 3.8 5.0 3.4 4.4 5.1 5.0 5.2
Financial assets 38.3 40.5 43.1 46.3 47.6 49.1 49.1 49.7 50.0 51.0
Total farm debt 138.0 139.2 139.1 142.0 146.8 150.8 156.1 165.4 172.0 171.0
Real estate debt® 74.7 74.9 75.4 76.0 77.7 79.3 81.7 85.4 88.8 87.7
Non-real estate debt* 63.2 64.3 63.6 65.9 69.1 71.5 74.4 80.1 83.2 83.4
Total farm equity 703.5 695.6 722.8 749.5 768.5 795.0 824.6 857.3 855.4 864.5
Percent
Selected ratios
Debt to equity 19.6 20.0 19.2 18.9 19.1 19.0 18.9 19.3 20.1 19.8
Debt to assets 16.4 16.7 16.1 15.9 16.0 15.9 15.9 16.2 16.7 16.5

Values in the last two columns are forecast. 1. As of December 31. 2. Non-CCC crops held on farms plus value above loan rates for crops
held under CCC. 3. Includes CCC storage and drying facilities loans, but excludes debt on operator dwellings. 4. Excludes debt for nonfarm
purposes. Information contact: Ken Erickson (202) 694-5565 or erickson @econ.ag.gov

Table 33—Cash Receipts from Farming

Annual 1998 1999

1996 1997 1998 Apr Nov DecI Jan Feb Mar Apr
$ million

Commodity sales’ 199,138 207,611 196,761 14,325 20,293 18,213 16,952 12,644 14,958 12,935
Livestock and products 92,956 96,535 94,539 7,268 8,957 7,501 8,002 6,991 8,712 6,820
Meat animals 44,154 49,682 43,604 3,444 3,758 2,898 3,425 3,371 4,612 3,107
Dairy products 22,785 20,940 24,312 1,887 2,283 2,453 2,403 1,957 2,148 1,772
Poultry and eggs 22,432 22,234 22,806 1,775 2,150 1,972 1,908 1,495 1,773 1,780
Other 3,585 3,679 3,816 162 766 178 266 168 179 161
Crops 106,182 111,076 102,222 7,057 11,335 10,712 8,950 5,653 6,245 6,114
Food grains 10,719 10,137 8,734 458 561 664 682 403 517 413
Feed crops 27,185 27,101 22,927 1,109 2,698 2,589 2,907 1,371 1,372 932
Cotton (lint and seed) 6,983 6,346 6,013 353 963 1,088 505 382 295 111
Tobacco 2,795 2,874 2,989 59 207 818 382 129 18 5
Oil-bearing crops 16,344 19,673 17,198 946 1,915 1,611 1,838 920 757 701
Vegetables and melons 14,439 14,961 15,337 1,367 925 906 959 879 1,182 1,337
Fruits and tree nuts 11,928 13,074 11,727 819 1,685 1,222 602 527 596 666
Other 15,789 16,909 17,297 1,946 2,382 1,815 1,075 1,042 1,508 1,949
Government payments 7,340 7,495 12,220 71 3,498 1,150 2,408 815 664 566
Total 206,478 215,107 208,981 14,396 23,791 19,364 19,361 13,459 15,621 13,500

Annual values for the most recent year are preliminary. 1. Sales of farm products include receipts from commodities placed under nonrecourse CCC
CCC loans, plus additional gains realized on redemptions during the period. Information contacts: Larry Traub (202) 694-5593 or ltraub @econ.ag.gov
and Cheryl Steele (202) 694-5591 or cherylj@econ.ag.gov. To receive current monthly cash receipts via e-mail contact Larry Traub.
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Table 34—Cash Receipts from Farm Marketings, by State

Livestock and products Crops' Total'
Region and State Mar Apr Mar Apr Mar Apr
1997 1998 1999 1999 1997 1998 1999 1999 1997 1998 1999 1999
$ million®

NORTH ATLANTIC
Maine 276 282 25 22 213 224 26 29 489 506 51 50
New Hampshire 68 69 6 6 84 82 7 9 153 151 13 14
Vermont 414 472 44 37 85 84 7 11 500 557 51 48
Massachusetts 114 112 10 9 417 395 15 18 531 507 24 27
Rhode Island 9 9 1 1 54 56 5 7 63 65 6 7
Connecticut 223 228 18 16 278 281 20 25 501 509 38 41
New York 1,828 2,092 184 144 1,007 1,054 73 70 2,836 3,146 257 214
New Jersey 168 178 11 11 626 650 37 52 794 828 48 63
Pennsylvania 2,808 2,914 277 207 1,324 1,261 99 106 4,132 4,175 376 313

NORTH CENTRAL
Ohio 1,875 1,848 168 127 3,361 3,124 195 200 5,237 4,973 364 326
Indiana 1,928 1,639 136 94 3,838 3,245 128 114 5,766 4,885 263 208
Illinois 1,928 1,575 130 101 7,055 6,167 436 317 8,984 7,742 565 417
Michigan 1,365 1,323 115 86 2,234 2,158 121 149 3,598 3,480 236 235
Wisconsin 4,066 4,492 347 276 1,721 1,701 87 77 5,787 6,193 434 353
Minnesota 3,992 3,755 299 241 4,006 3,925 164 138 7,998 7,680 463 379
lowa 5,613 4,778 450 342 7,331 6,217 355 293 12,944 10,994 805 635
Missouri 2,771 2,420 211 171 2,631 2,262 122 90 5,402 4,682 333 261
North Dakota 598 549 61 43 2,668 2,455 185 138 3,267 3,004 246 182
South Dakota 1,781 1,557 166 107 2,401 1,951 125 120 4,182 3,508 291 228
Nebraska 5,508 5,124 501 409 4,295 3,725 228 163 9,803 8,848 729 573
Kansas 4,936 4,537 451 372 3,609 3,247 167 134 8,544 7,784 618 506

SOUTHERN
Delaware 579 609 51 46 176 164 5 8 754 774 57 54
Maryland 928 949 77 71 607 571 45 52 1,535 1,520 122 123
Virginia 1,542 1,561 137 111 864 768 32 32 2,406 2,328 169 144
West Virginia 328 336 28 29 69 69 3 2 397 405 31 31
North Carolina 4,723 3,917 299 297 3,507 3,247 193 176 8,230 7,164 492 472
South Carolina 802 763 59 60 885 748 37 38 1,687 1,511 96 99
Georgia 3,402 3,408 270 254 2,350 2,047 86 104 5,752 5,454 355 358
Florida 1,400 1,407 127 88 5,116 5,355 633 667 6,516 6,762 761 755
Kentucky 1,972 2,134 121 80 1,571 1,787 51 42 3,543 3,920 172 123
Tennessee 1,028 1,038 89 66 1,245 1,177 48 48 2,273 2,216 137 114
Alabama 2,428 2,587 224 203 788 696 33 42 3,216 3,283 257 245
Mississippi 2,004 2,169 183 171 1,476 1,285 59 39 3,480 3,454 242 210
Arkansas 3,346 3,250 281 275 2,379 2,172 91 99 5,724 5,422 371 374
Louisiana 659 645 87 55 1,510 1,245 47 32 2,168 1,891 134 86
Oklahoma 3,036 2,838 269 172 1,138 1,062 39 43 4,174 3,900 308 214
Texas 8,147 8,220 1,079 632 5,060 4,986 277 267 13,208 13,206 1,356 900

WESTERN
Montana 965 865 85 45 1,058 934 77 54 2,023 1,799 161 99
Idaho 1,405 1,585 139 105 1,878 1,735 92 119 3,283 3,320 231 225
Wyoming 686 681 60 36 191 170 6 4 876 850 66 41
Colorado 2,875 2,857 292 234 1,303 1,453 101 84 4,177 4,310 393 318
New Mexico 1,366 1,437 147 93 551 513 22 24 1,917 1,950 169 117
Arizona 906 943 97 82 1,276 1,425 196 69 2,183 2,368 292 151
Utah 706 736 57 53 256 245 15 21 962 981 72 73
Nevada 187 194 16 16 136 143 10 10 322 337 26 25
Washington 1,622 1,730 150 132 3,747 3,424 205 200 5,370 5,155 355 332
Oregon 803 762 70 50 2,427 2,330 120 130 3,229 3,092 189 180
California 6,310 6,845 600 533 19,827 17,771 1,085 1,415 26,137 24,616 1,685 1,948
Alaska 28 27 2 2 21 20 1 1 49 47 4 3
Hawaii 86 92 8 7 424 418 35 32 510 510 42 40

U.S. 96,535 94,539 8,712 6,820 111,076 102,222 6,245 6,114 207,611 196,761 14,958 12,935

Estimates as of end of current month. Totals may not add because of rounding. 1. Sales of farm products include receipts from

commodities placed under nonrecourse CCC loans, plus additional gains realized on redemptions during the period.

Information contacts: Larry Traub (202) 694-5593 or Itraub @econ.ag.gov and Cheryl Steele (202) 694-5591 or cherylj@econ.ag.gov. To receive current
monthly cash receipts via e-mail contact Larry Traub.
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Table 35—CCC Net Outlays by Commodity & Function

Fiscal year
1991 1992 1993 1994 1995 1996 1997 1998 1999 E 2000 E
$ million
COMMODITY/PROGRAM
Feed grains:
Corn 2,387 2,105 5,143 625 2,090 2,021 2,587 2,873 5,204 3,285
Grain sorghum 243 190 410 130 153 261 284 296 483 314
Barley 71 174 186 202 129 114 109 168 266 182
Oats 12 32 16 5 19 8 8 17 40 26
Corn and oat products 9 9 10 10 1 0 0 0 0 0
Total feed grains 2,722 2,510 5,765 972 2,392 2,404 2,988 3,354 5,993 3,807
Wheat and products 2,805 1,719 2,185 1,729 803 1,491 1,332 2,187 3,009 1,392
Rice 867 715 887 836 814 499 459 491 802 597
Upland cotton 382 1,443 2,239 1,539 99 685 561 1,132 1,740 1,236
Tobacco -143 29 235 693 -298 -496 -156 376 69 -163
Dairy 839 232 253 158 4 -98 67 291 467 187
Soybeans 40 -29 109 -183 77 -65 5 139 1,023 2,907
Peanuts 48 41 -13 37 120 100 6 -1 16 -15
Sugar -20 -19 -35 -24 -3 -63 -34 -30 -48 -42
Honey 19 17 22 0 -9 -14 -2 0 1 -1
Wool and mohair 172 191 179 211 108 55 0 0 6 -6
Operating expense' 625 6 6 6 6 6 6 5 5 4
Interest expenditure 745 532 129 -17 -1 140 -111 76 178 400
Export programs? 733 1,459 2,193 1,950 1,361 -422 125 212 344 1,020
1988/99 Disaster/tree/
livestock assistance 121 1,054 944 2,566 660 95 130 3 2,278 5
Conservation Reserve Program 0 0 0 0 0 2 1,671 1,693 1,517 1,552
Other conservation programs 0 0 0 0 0 7 105 197 309 367
Other 155 -162 949 -137 -103 320 104 28 682 865
Total 10,110 9,738 16,047 10,336 6,030 4,646 7,256 10,143 18,391 14,112
Function
Price support loans (net) 418 584 2,065 527 -119 -951 110 1,128 832 1,376
Cash direct payments: *
Production flexibility contract 0 0 0 0 0 5,141 6,320 5,672 5,544 5,042
Market loss assistance 0 0 0 0 0 0 0 0 3,011 0
Deficiency 6,224 5,491 8,607 4,391 4,008 567 -1,118 -7 0 0
Diversion 0 0 0 0 0 0 0 0 0 0
Dairy termination 96 2 0 0 0 0 0 0 0 0
Loan deficiency 21 214 387 495 29 0 0 478 2,653 3,383
Other 0 140 149 171 97 95 7 416 288 11
Conservation Reserve Program 0 0 0 0 0 2 1,671 1,693 1,489 1,517
Other conservation programs 0 0 0 0 0 0 85 156 260 310
Noninsured Assistance (NAP) 0 0 0 0 0 2 52 23 72 89
Total direct payments 6,341 5,847 9,143 5,057 4,134 5,807 7,017 8,431 13,317 10,352
1988-98 crop disaster 6 960 872 2,461 577 14 2 -2 1,945 0
Emergency livestock/tree/DRAP
livestock indemn/forage assist. 115 94 72 105 83 81 128 5 333 5
Purchases (net) 646 321 525 293 -51 -249 -60 207 715 148
Producer storage payments 1 14 9 12 23 0 0 0 0 0
Processing, storage, and
transportation 240 185 136 112 72 51 33 38 51 48
Export donations ocean
transportation 50 139 352 156 50 69 34 40 441 346
Operating expense' 625 6 6 6 6 6 6 5 5 4
Interest expenditure 745 532 129 -17 -1 140 -111 76 178 400
Export programs? 733 1,459 2,193 1,950 1,361 -422 125 212 344 1,020
Other 190 -403 545 -326 -105 100 -28 3 230 413
Total 10,110 9,738 16,047 10,336 6,030 4,646 7,256 10,143 18,391 14,112

1. Does not include CCC Transfers to General Sales Manager. 2. Includes Export Guarantee Program, Direct Export Credit Program, CCC Transfers
to the General Sales Manager, Market Access (Promotion) Program, starting in FY 1991 and starting in FY 1992 the Export Guarantee Program - Credit
Reform, Export Enhancement Program, Dairy Export Incentive Program, and Technical Assistance to Emerging Markets. 3. Includes cash payments
only. Excludes generic certificates in FY 86-96. E=Estimated in the FY 2000 Mid-Session Review Budget which was released on June 28, 1999 based
on May 1999 supply and demand estimates. The CCC outlays shown for 1996-2000 include the impact of the Federal Agricultural Improvement and
Reform Act of 1996, which was enacted April 4, 1996. Minus (-) indicates a net receipt (excess of repayments or ther receipts over gross outlays

of funds). Information contact: Richard Pazdalski Farm Sevice Agency - Budget at (202) 720-3675 or Richard_Pazdalski @wdc.fsa.usda.gov.

Further detail can be found at www.fsa.usda.gov/dam/BUD/bud1.htm



Agricultural Outlook/August 1999

Food Expenditures

Economic Research Service/USDA

59

Table 36—Food Expenditures

Annual 1999 Year-to-date cumulative
1997 1998 1999 Apr May June Apr May June
$ billion
Sales'
At home? 380.2 395.3 - 33.4 31.6 30.7 127.3 158.9 189.5
Away from home® 297.9 301.7 - 26.4 28.0 28.5 101.3 129.3 157.8
1995 $ billion
Sales'
At home? 371.0 378.5 - 31.6 29.8 28.9 119.9 149.7 178.6
Away from home® 289.7 286.0 - 245 26.0 26.5 94.3 120.3 146.7
Percent change from year earlier ($ billion)
Sales'
At home? 3.4 4.0 - 3.3 -8.3 -6.4 2.9 0.4 -0.7
Away from home® 3.0 1.3 - 7.0 3.6 11.0 6.8 6.1 6.9
Percent change from year earlier (1995 $ billion)
Sales'
At home? 1.0 2.0 - 1.7 -10.1 -8.2 0.7 -1.6 2.7
Away from home® 0.2 -1.3 - 4.2 1.1 8.4 4.0 3.4 4.2
-- = Not available. 1. Food only (excludes alcoholic beverages). Not seasonally adjusted. 2. Excludes donations and home production.
3. Excludes donations, child nutrition subsidies, and meals furnished to employees, patients, and inmates.nformation contact: Annette Clauson
(202) 694-5373
Note: This table differs from Personal Consumption Expenditures (PCE), table 2, for several reasons: (1) this series includes only food, excluding
alcoholic beverages and pet food which are included in PCE; (2) this series is not seasonally adjusted, whereas PCE is seasonally adjusted at
annual rates; (3) this series reports sales only, but PCE includes food produced and consumed on farms and food furnished to employees; (4) this
series includes all sales of meals and snacks, while PCE includes only purchases using personal funds, excluding business travel and entertainment.
For a more complete discussion of the differences, see "Developing an Integrated Information System for the Food Sector," ERS Agr. Econ. Rpt. No. 575,
Aug. 1987.
Transportation
Table 37—Rail Rates; Grain & Fruit-Vegetable Shipments
Annual 1998 1999
1996 1997 1998 R | May R Dec Jan R Feb Mar Apr May
Rail freight rate index’
(Dec. 1984=100)
All products 1115 1121 1134 113.5 113.2 112.6 112.7 112.4 1124 112.7
Farm products 115.9 120.3 123.9 124.7 121.2 121.6 121.6 121.6 121.1 121.1
Grain food products 108.8 107.6 107.4 108.3 107.2 99.2 99.2 99.2 99.3 99.3
Grain shipments
Rail carloadings (1,000 cars)? 25.2 23.2 22.8 20.4 24.6 23.4 24.8 23.3 22.6 22.6
Barge shipments (mil. ton)>* 3.1 2.6 3.0 3.3 35 1.3 2.7 2.8 37 4.1
Fresh fruit and vegetable shipments®
Piggy back (mil. cwt) 1.1 1.1 0.9 1.3 0.9 0.6 0.6 0.7 0.6 0.9
Rail (mil. cwt) 1.6 1.7 1.2 1.1 1.4 1.4 0.9 1.1 0.9 1.0
Truck (mil. cwt) 35.7 42.6 42.2 52.3 40.5 40.9 35.1 44.0 49.0 54.2
P= Preliminary. R = Revised. -- = Not available. 1. Department of Labor, Bureau of Labor Statistics. 2. Weekly average; from Association of

American Railroads. 3. Shipments on lllinois and Mississippi waterways, U.S. Corps of Engineers. 4. Annual 1996 is 7-month
average. 5. Agricultural Marketing Service, USDA. Information contact: Jenny Gonzales (202) 694-5296
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Table 38—Indexes of Farm Production, Input Use, & Productivity!

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996
1992=100
Farm output 88 83 89 94 94 100 94 107 101 106
All livestock products 92 93 94 95 98 100 100 108 110 109
Meat animals 95 97 97 96 99 100 100 102 103 100
Dairy products 94 96 95 98 98 100 99 114 115 115
Poultry and eggs 81 83 86 92 96 100 104 110 114 119
All crops 86 75 86 92 92 100 90 106 96 103
Feed crops 84 62 85 88 86 100 76 102 83 98
Food crops 84 76 83 107 82 100 96 97 90 93
Oil crops 88 72 88 87 94 100 85 115 99 107
Sugar 95 91 91 92 96 100 95 106 98 94
Cotton and cottonseed 92 96 75 96 109 100 100 122 110 117
Vegetables and melons 90 81 85 93 97 100 97 113 108 112
Fruit and nuts 95 102 98 97 96 100 107 111 102 102
Farm input1 101 100 100 101 102 100 101 102 101 100
Farm labor 101 103 104 102 106 100 96 96 92 100
Farm real estate 100 100 102 101 100 100 98 99 98 99
Durable equipment 120 113 108 105 103 100 97 94 92 89
Energy 102 102 101 100 101 100 100 103 109 104
Fertilizer 106 97 94 97 98 100 111 109 85 89
Pesticides 92 79 93 90 100 100 97 103 94 106
Feed, seed, and purchased 97 96 91 99 99 100 101 102 109 95
livestock
Inventories 102 98 93 97 100 100 104 99 108 104
Farm output per unit of input 87 83 90 93 92 100 94 105 100 106
Output per unit of labor
Farm? 87 81 86 92 89 100 98 111 110 106
Nonfarm?® 95 95 96 96 97 100 100 101 - -

-- = Not available. Values for latest year preliminary. 1. Includes miscellaneous items not shown separately. 2. Source: Economic Research Service.
3. Source: Bureau of Labor Statistics. Information contact: John Jones (202) 694-5614

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin,
gender, religion, age, disability, political beliefs, sexual orientation, and marital or family status. (Not all prohibited bases apply to all programs).
Persons with disabilities who require alternative means for communication of program information (braille, large print, audiotape, etc.) should con-
tact USDA's Target Center at (202) 720-2600 (voice and TDD).

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building, 14th and Independence Avenue,
SW, Washington, DC 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer.
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Table 39—Per Capita Consumption of Major Food Commodities!

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997

Commaodity

Lbs.

Red meats®%* 119.5 115.9 112.3 111.9 1141 112.2 114.8 115.1 112.8 111.0
Beef 68.6 65.4 63.9 63.1 62.8 61.5 63.6 64.4 65.0 63.8
Veal 1.1 1.0 0.9 0.8 0.8 0.8 0.8 0.8 1.0 0.9
Lamb & mutton 1.0 1.0 1.0 1.0 1.0 1.0 0.9 0.9 0.8 0.8
Pork 48.8 48.4 46.4 46.9 49.5 48.9 49.6 49.0 45.9 45.6

Poultry®3* 51.9 53.9 56.3 58.3 60.8 62.5 63.3 62.9 64.4 64.8
Chicken 39.6 40.9 424 44.2 46.7 48.5 49.3 48.8 49.8 50.9
Turkey 12.4 13.1 13.8 14.1 14.1 14.0 14.1 14.1 14.6 13.9

Fish and shellfish® 15.1 15.6 15.0 14.8 14.7 14.9 15.1 14.9 14.7 14.5

Eggs* 31.8 30.5 30.2 30.1 30.3 30.4 30.6 30.2 30.5 30.7

Dairy products
Cheese (excluding cottage)®® 23.7 23.8 24.6 25.0 26.0 26.2 26.8 27.3 27.7 28.0

American 11.5 11.0 11.1 11.1 11.3 11.4 11.5 11.8 12.0 12.0
Italian 8.1 8.5 9.0 9.4 10.0 9.8 10.3 10.4 10.8 11.0
Other cheeses® 4.1 4.3 4.5 4.6 4.7 5.0 5.0 5.0 5.0 5.1
Cottage cheese 3.9 3.6 3.4 3.3 3.1 2.9 2.8 2.7 2.6 2.7
Beverage milks? 2223 224.2 221.8 221.1 218.3 213.4 213.6 209.8 210.0 206.9
Fluid whole milk” 105.7 97.5 90.4 87.3 84.0 80.1 78.8 75.3 74.6 72.7
Fluid lower fat milk® 100.5 106.5 108.5 109.9 109.3 106.6 106.1 102.6 101.7 99.8
Fluid skim milk 16.1 20.2 22.9 23.9 25.0 26.7 28.7 31.9 33.7 34.4
Fluid cream products® 7.6 7.8 7.6 7.7 8.0 8.0 8.1 8.4 8.7 9.1
Yogurt (excluding frozen) 4.5 4.2 4.0 4.2 4.2 4.3 4.7 5.1 4.8 5.1
Ice cream 17.3 16.1 15.8 16.3 16.3 16.1 16.1 15.7 15.9 16.2
Lowfat ice cream'® 8.0 8.4 7.7 7.4 7.1 6.9 7.6 75 7.6 7.9
Frozen yogurt -- 2.0 2.8 3.5 3.1 3.5 3.5 3.5 2.6 2.1
All dairy products, milk
equivalent, milkfat basis ' 582.5 563.8 568.4 565.6 565.9 5741 586.0 584.4 575.5 579.8

Fats and oils--total fat content 63.6 60.8 62.8 65.4 67.4 70.2 68.6 66.9 65.8 65.6
Butter and margarine (product weight) 14.8 14.6 15.3 15.0 15.4 15.8 14.7 13.7 13.5 12.8
Shortening 21.5 21.5 22.2 224 224 25.1 241 225 22.3 20.9
Lard and edible tallow (direct use) 2.6 2.1 2.4 3.1 41 3.9 4.7 4.9 5.3 4.7
Salad and cooking oils 26.3 24.4 24.8 26.7 27.2 26.8 26.3 26.9 26.1 28.7

Fruits and vegetables'? 635.9 657.3 656.3 660.5 661.1 685.1 689.1 690.4 706.1 710.8
Fruit 272.8 2791 273.5 266.6 268.0 285.4 284.3 285.4 289.8 294.7

Fresh fruits 120.9 122.8 116.3 113.0 123.5 124.9 126.5 124.6 129.0 133.2
Canned fruit 21.1 21.3 21.0 19.8 229 20.7 21.0 17.5 18.8 20.5
Dried fruit 14.9 13.2 12.1 12.3 10.8 12.6 12.9 12.8 11.4 10.8
Frozen fruit 3.6 3.9 3.7 3.6 3.7 3.6 3.6 4.0 3.8 3.5
Selected fruit juices 112.0 117.6 120.1 117.6 106.4 123.3 119.9 126.2 126.6 126.1
Vegetables 363.1 378.2 382.8 393.9 393.2 399.8 404.8 405.0 416.2 416.0
Fresh 167.4 172.2 167.2 167.2 171.1 171.9 177.4 175.1 181.8 185.6
Canning 94.8 102.4 110.7 113.3 111.6 112.1 107.8 110.2 108.5 105.9
Freezing 64.2 67.6 66.8 72.7 70.8 751 79.5 79.9 83.9 81.5
Dehydrated and chips 29.2 29.8 31.0 32.8 31.5 32.9 31.7 31.3 34.0 34.5
Pulses 7.5 6.3 71 7.8 8.2 7.7 8.5 8.5 8.0 8.5

Peanuts (shelled) 6.9 7.0 6.0 6.5 6.2 6.0 5.8 5.7 5.7 5.8

Tree nuts (shelled) 2.3 2.2 2.4 2.2 2.2 2.2 2.3 1.9 2.0 2.2

Flour and cereal products'® 175.5 174.5 182.0 183.6 186.2 191.0 194.0 192.5 198.4 200.1
Wheat flour 131.7 129.6 136.0 136.9 138.8 143.3 144.5 141.8 148.8 149.7
Rice (milled basis) 14.3 15.2 16.2 16.8 17.5 17.6 19.2 20.1 18.9 19.5

Caloric sweeteners™ 132.7 133.1 137.0 137.9 141.2 144.4 147.4 149.9 150.7 154.1

Coffee (green bean equiv.) 9.8 10.1 10.3 10.3 10.0 9.1 8.2 8.0 8.9 9.3

Cocoa (chocolate liquor equiv.) 3.8 4.0 4.3 4.6 4.6 4.3 3.9 3.6 4.2 4.1

-- = Not available. 1. In pounds, retail weight unless otherwise stated. Consumption normally represents total supply minus exports, nonfood use, and
ending stocks. Calendar-year data, except fresh citrus fruits, peanuts, tree nuts, and rice, which are on crop-year basis. 2. Totals may not add due to
rounding. 3. Boneless, trimmed weight. Chicken series revised to exclude amount of ready-to-cook chicken going to pet food as well as some water
leakage that occurs when chicken is cut up before packaging. 4. Excludes shipments to the U.S. territories. 5. Whole and part-skim milk cheese. Natural
equivalent of cheese and cheese products. 6. Includes Swiss, Brick, Muenster, cream, Neufchatel, Blue, Gorgonzola, Edam, and Gouda. 7. Plain and
flavored. 8. Plain and flavored, and buttermilk. 9. Heavy cream, light cream, half and half, eggnog, sour cream, and dip. 10. Formerly known as ice milk.
11. Includes condensed and evaporated milk and dry milk products. 12. Farm weight. 13. Includes rye, corn, oats, and barley products. Excludes
quantities used in alcoholic beverages, corn sweeteners, and fuel. 14. Dry weight equivalent. Information contact: Jane E. Allshouse (202) 694-5449



