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Planted Soybean Acreage
Up Sharply in 1997

U.S. soybean acreagdanted in 1997 is
the largest in 15 years and the third higk
est on record, according to USDA's
Acreagereport released June 30. The
report—based on a survey of planted
acreage conducted during the first 2
weeks of June—represents the first esti
mate of U.S. planted and harvested fielc
crop acreage. The estimate for 1997 soy
bean plantings is 70.9 million acres, 10
percent above last year. The increase is
reaction to robust soybean prices, favor-
able weather at planting, and the 1996
Farm Act which eliminated most acreage |
restrictions for farm program participants. g
Farmers are expected to produce a recc
2.69 billion bushels.

Corn plantings also increased in 1997, t
an estimated 80.2 million acres, up 1 per-po Good Year for U.S. Wine

cent from last year and the highest planted

corn acreage since 1985. Area planted toBooming demanctoupled with limited

Managing Farm Resources
Under New Farm Act

The 1996 Farm Acquickly and drama-
tically changed the decision-making
environment for farm operators, landown-
ers, and managers. Early indications of the
act’s impact are reflected in a study fund-
ed by USDA's Economic Research
Service. Farm operators and managers on
eight panels in several regions reported on
changes they had made or might make in
their farm management decisions follow-
ing implementation of the farm act.

Panelists’ responses disclosed that farm
operators and managers have taken advan-
tage of the elimination of acreage limita-
tions to adjust their crop mixes. The value
of now-predictable program payments
(production flexibility contract payments)
showed up in panelists’ reports of higher
land prices, higher rental rates, and
changes in the provisions of leasing
arrangements. Panelists expressed a high

cotton, sorghum, and small grains was
lower, with the exception of rice, which
increased by 9 percent in response to
favorable prices.

Seasonal Rise Ahead
For Wheat Prices

supply has boosted U.S. grape and wine level of interest in strategies for marketing
prices recently, and imports are pouring iraind for managing price risk.

to fill supply gaps created by several years

of limited U.S. wine-type grape produc- Rise in Food Marketing Costs

tion. In addition, exports have jumped in Slower Than Usual

the last 18 months as improvements in )

quality and marketing have increased the Food marketing costaccounted for 77

competitiveness of U.S. wine in Northern cents of every dollar U.S. consumers
spent on food in 1996, down marginally

The average priceeceived by farmers for Europe.
wheat in 1997/98 is forecast between
$3.10 and $3.70 per bushel, down from . :
; ’ In 1997, producer prices for U.S. wine
$4.35 in 1996/97. Monthly-average Wheathave continued rising despite a forecast

from 1995. Food marketing includes
expenses associated with processing,
wholesaling, distributing, and retailing of
foods produced by U.S. farmers. It is the

prices for 1997/98 are expected to hit seap
sonal lows from June through September

as U.S. wheat production, spurred by
favorable weather in the central Plains
states, is forecast at 2.43 billion bushels
up 7 percent from 1996 and the highest

level in 5 years. In addition, large old-cro

supplies in Canada and Australia are
expected to provide stiff export competi-

tion during the U.S. harvest. However, rel-

atively strong demand—both domestic

and global—and an expected second-half

slowdown in foreign export competition

' as increased production and imports pull .

Rwine industry hopes to take advantage of

6-percent increase in California’s grape
crop. But U.S. grape growers are con- d'ffe'fence between the v('_;ll'ue farmers
cerned that maturing vineyards in the nex{eceIve for food commodities and the

several years will curtail the current boom amount consumers spend on food. Food
‘marketing costs rose only about 2 percent

in 1996, substantially below the average
annual increase of almost 5 percent during
the last decade. Higher farm prices and
flat consumer expenditures reduced the
marketing growth rate in 1996, with the
food industry absorbing much of the farm
price increase.

down prices. In the years ahead, the U.S.

expanding foreign markets, free of trade
barriers.

are expected to support higher U.S. wheat

prices as the season progresses.
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Field Crops

Sharp Rise in U.S.
Soybean Acreage
Planted for 1997

U.S. soybean acreage planted in 1997 i
the largest in 15 years and the third high
est on record, according to USDA's
Acreagereport released June 30. More-

over, it marks the first time that U.S. soy

bean planted acreage has surpassed w
plantings. The estimate for 1997 soybed
plantings is 70.9 million acres, 10 perce
above last year. Farmers are expected f|
harvest 69.8 million acres of soybeans

and produce a record 2.69 billion bushe

The Acreagereport—based on a survey ¢f

planted acreage conducted during the fi
2 weeks of June—represents the first eg
mate of U.S. planted and harvested field
crop acreage. It provides a more accura
estimate of crop plantings than the Mard
31 Prospective Plantingeeport, which
was based on a survey of farmers’ sprin
planting intentions rather than on actual
plantings.

Of the 29soybearproducing states, all

but one had higher estimated acreage th

last year. lowa expanded soybean plant
ings by an estimated 1 million acres,

while Minnesota followed closely with arn
850,000-acre, year-to-year increase.

Favorable weather at planting allowed
midwestern farmers to complete corn
seedings ahead of normal and thereby
plant soybeans sooner. The acreage
increase was also facilitated by the 199

restrictions—producers participating in
farm programs are no longer tied to bas
requirements for a specific program cro
or limited by annual acreage reduction
program requirements.

The new soybean planting estimate is 3
percent higher than tHerospective
Plantingslevel and is a reaction to robu
soybean prices. Soybean prices rose fo
several months, before release of the J
30 Acreagereport which indicated the
potential for a record U.S. crop. New-cr
soybean futures prices then dropped pr
cipitously. New-crop prices between no
and harvest will depend on weather an
crop conditions.

U.S. Field Crops—Market Outlook

In contrast, prices for old-crop soybeans
are higher, reflecting strength in domestic
and foreign demand and a tightening of
stocks. Ending stocks for the 1996/97
September-August crop year are projected

Farm Act, which eliminated most acreageat 125 million bushels, with a 5.1-percent

stocks-to-use ratio, the lowest ratio since
1972/73. As a result of short supplies,
some soybean imports from Brazil are
expected.

Cornplantings also increased in 1997, to
an estimated 80.2 million acres, up 1 per-
cent from last year and the highest plant-
ed corn acreage since 1985. Corn acres
harvested for grain are expected to
necrease to an estimated 74 million, also
up 1 percent from 1996. Th&rospective
Plantingsreport had indicated corn plant-
-ings of 81.4 million acres in 1997; the
lower actual acreage is likely due to larger
soybean plantings.

Area Total Domestic Ending Farm
Planted Harvested Yield Output supply use Exports  stocks price
—NMil. acres—  Bu./acre Mil. bu. $/bu.
5 Wheat
- 1996/97 75.6 62.9 36.3 2,282 2,748 1,309 995 444 4.35
1997/98 70.8 63.5 38.3 2,431 2,975 1,275 1,050 650 3.10-3.70
Corn
1996/97 79.5 73.1 127.1 9,293 9,731 6,990 1,825 916 2.70
N€  1997/98 80.2 74.0 131.0 9,700 10,626 7,380 2,060 1,196 2.30-2.70
n
Nt Sorghum
o 1996/97 13.2 11.9 67.5 803 821 565 210 46 2.33
1997/98 10.3 9.5 67.6 643 689 410 200 79 2.05-2.45
S Barley
1996/97 7.2 6.8 58.5 397 533 392 31 110 2.75
1997/98 6.8 6.4 58.1 372 522 417 35 70 2.15-2.55
(S Oats
ti  1996/97 4.7 2.7 57.8 155 322 252 3 67 1.95
1997/98 58 3.2 56.7 183 349 280 8 66 1.40-1.80
e Soybeans
h 1996/97 64.2 63.4 37.6 2,382 2,586 1,571 890 125 7.35
1997/98 70.9 69.8 385 2,690 2,820 1,605 930 285 5.40-6.60
J . Lbs./acre —Mil. ewt (rough equiv.)——— $lewt
Ri
ice
1996/97 2.82 2.80 6,121 171.3 207.4 106.5 77.0 239 9.90
1997/98 3.07 3.04 5,795 176.0 210.9 108.4 79.0 235 9.00-10.00
Lbs./acre Mil. bales c/lb.
. Cotton
€ 1996/97 14.6 12.9 707 18.9 22.0 10.9 7.1 4.1 69.4
1997/98 14.0 12.9 670 18.0 221 11.0 7.1 4.0 *

Economic Research Service, USDA

Based on July 11, 1997 World Agricultural Supply and Demand Estimates.
*USDA is prohibited from publishing cotton price projections.
See table 17 for complete definition of terms and data for prior years.
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Acreage Up Sharply for Soybeans, Slightl y for Corn

1996 acreage
Prospective  Planted

Harvested

1997 acreage

Corn 79.9 79.5 73.1
Soybeans 62.5 64.2 63.4
Wheat 73.1 75.6 62.9
Sorghum 10.6 13.2 11.9
Barley 7.2 7.2 6.8
Oats 5:3 4.7 2.7
Rice 3.0 2.8 2.8
Cotton 15.2 14.7 12.8

1997 harvested acreage forecast.

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

Economic Research Service, USDA

Among Con Belt stées,Ohio shaved the
largest incease in 1997 caraceage—
700,000 a@s—as &mers retumed to
nomal planting leels. Substantialvgitch-
ing of con aces to sgbeans had
occured in 1995 and 1996 because of
excessve sping moistue tha delayed
planting In both lava and Minnesota,
com plantings ddined by an estimted
500,000 aa@s in 1997and ty lesser
amounts in seeral southen stdes as
famers shifted fom con to sgybeans.

Despite a cool sprg tha delayed plant
developmentwamer weaher in dine has
boosted car growth throughout the Car
Belt. At the end of Une USDA reported
that 74 pecent of the nton’s con crop
was in god or &cellent condition.

Soghumplantings dopped signitantly
in 1997 to an estinted 10.3 million
acres,dowvn 22 pecent fom 1996.
Acregge is davn in every stae except
North Caolina, South Dabta, Oklahoma,
and Geagia. The lagest detines oc-
curred in Kansas antiexas,following a
large lise in soghum aces last gar as
soighum was planted on hea and cotton
acres tha had hiled because of dught in
the Souther Plains. In South Daita,
plantings vere up 17 pezent fom 1996,
as soghum was planted on winter vea
acres dandoned due to wintaH.

Barley acreage also déied in 1997—to
an estimged 6.8 million acs,the second-
lowest planted aeege on ecod. The
stegoest deline was in Noth Dalota,the
largest poducing stte. Baley plantings
were davn from Maich planting intentions,
due patly to higher spgng whed prices,as

well as to gtreme vegher conditions this
past winter and sjorg, including belav-
nomal tempegtures andlboding

Durum and other sjing whea acreage
for 1997 vas devn 5 pecent flom last
years \ery high level to 21.9 million
acres,with North Dalota shaving the
largest detine for both cops. Noth

World Commaodity Market Outlook

Dakota is usuail the lagest poducer of
durum and other sprg whea in the US.
Although flooding in tha stae in the

Prospective  Planted  Harvested ealy pat of this year mised &as of
Million acres planting delgs, extremey dry conditions
since Ma have retumed cop planting
2;'3 38-5 23'3 progress to nanal. But with higherela
69.2 708 63.5 tive retums for oilseeds xpected in 1997,
10.9 103 95 some Noth Dalota farmeis have shifted
7.0 6.8 6.4 away from baley, spiing whed, and
5.3 5.3 3.2 durum to sgbeans and suloivers.
2.9 31 3.0
14.5 14.0 NA

Riceplanted a@ae is estimted 4 3.07
million acres,9 pecent dove 1996,n
response toaforable prices. Fve of the
six major ice pioducing stees shaved
increasesTexas vas the rception as ice
acrege contirued its long-ten dovnward
trend in thastae. Plantings inTexas this
year were lower, in patt because coldvet
wedher delged iice planting this spmg.
In contiast,a warm, dry spiing in
California contibuted to edly completion
of plantings. Edy-planted ice tends to
have less insectyeed and disease pb-
lems than lger plantings.

Year Production” Exports2 Consumptionl'3 Carryover1
Million tons
Wheat 1996/97 583.0 113.2 578.0 109.7
1997/98 586.8 109.5 576.4 120.1
Corn 1996/97 589.7 68.3 571.0 84.7
1997/98 595.3 72.0 592.2 87.8
Barley 1996/97 153.7 15.8 148.9 23.7
1997/98 150.0 15.4 152.9 20.8
Rice 1996/97 381.5 18.8 377.0 55.0
1997/98 379.4 19.3 380.7 53.7
Oilseeds4 1996/97 257.2 46.2 216.5 16.6
1997/98 275.3 49.1 222.9 22.4
Soybeans4 1996/97 131.7 35.5 135.5 13.1
1997/98 146.7 37.4 140.8 19.1
Soybean meal’ 1996/97 91.2 333 91.2 4.0
1997/98 95.4 34.8 95.2 4.0
Soybean il 1996/97 20.4 5.7 20.4 2.4
1997/98 21.6 5.9 215 2.5
Million bales
Cotton 1996/97 88.1 26.7 86.4 36.6
1997/98 86.9 275 88.1 35.2

NA = Not available.

1Aggregate of local marketing years. 2Wheat, July-June; coarse grains, October-September; cotton,
August-July. Rice trade is for the second calendar year. All trade includes trade among countries of the
former Soviet Union. All grain trade excludes intra-EU trade; oilseed and cotton trade include intra-EU
trade. 3Crush only for soybeans and oilseeds. “Brazil and Argentina adjusted to October-September.

Economic Research Service, USDA
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Area planted teottonfor 1997 is esti
maed a 14 million aces,4 pecent
below last year and 500,000 a3 less
than the Math Prospectve Plantings
report. The lagest estimied eductions in
cotton aceage occured in Louisiana,
Mississippi,andTennesseeawith the
acrege going lagely to soybeansAbove-
nomal precipiteion and cool temper
tures in the Deltaagion also discowaged
planting In Texas,the cotton a@age
level is similar to 1996 asfmers over-
came vet conditions in Mg to finish
plantings on deedule ly the end of une

Although 1997 planted aesge of cotton
is down slightly in Arizona and Calir-
nia, famers finished planting wll ahead
of the 5-year aerage because of am,
dry spling conditions. In the Southeast,
1997 cotton a@age was educed as se
eral stdes inceased sygbean plantings
with the expectdion of higher elaive
retums; ony Geogia shaved higher
planted cotton aeege.

Mark Simone (202) 219-0823
msimone@econgagov

For fur ther information, contact:
Dennis Shields ancaines Bamnes,domes
tic whea; EdAllen, world whea and ed
grains;Allen Baker and te Riley,
domestic €ed gains; Nahan Childsyice;
Scott Sandrd and Mak Ash, oilseeds;
Steve MacDonalgdworld cotton; Les
Meyer, domestic cottorAll are & (202)
219-0840.

Livestock, Dairy & Pouliry

Falling Grain Prices
To Fuel Expansion
In Meat Supply

Increasedded gain production this gar
is expected to laver 1998 éed costs &im
the pevious 2 yeas.As grain and sg-
bean meal pices detine, some pas of
the meacomple will resume gpansion
in 1998. Pultry and pok produces, with
shott production gcles,are expected to
be dle to tale adiantaye of feed cost
savings to &pand poduction in the
upcoming Year Beef poduces, on the
other handwith a pioduction gcle of

7-10 yeass, will take initial steys tavard a
long-tem hed rebuilding process.

Expectaions of contiming relaively high
hog piices and lwer feed costsas vell
as Bvorable retums over other ariable
expensesare fueling an gpected 8-per
cent incease imork production in 1998,
the lagest since 1992. Befe the curent
restuctuing of the US. poik industy,
such an optimistic scener would likely
have led to anen lager shot-tem
increase in prduction,but the tend
toward consolidéion into fewer and lager
opegtions mg be tempdng produces’
expansion plans—the ®zof these oper
tions requires a longr planning hazon.
Increased puliz concen over waste man
agement issues nmyaalso be constining
expansion plans.

The davnward price pressue thda might
be pected fom this poduction incease
will be lamgely offset by higher eports,
dedining beef suppliesand contiied is-
ing pesonal incomeHog prices in 1998
are pected to eerage in the lov- to mid-
$50's per cwt$2-$3 laver than this gars
projected pice. Retail pok prices in 1998
are &pected to belmout untangd from
this year as fim-to-retail speads emain
wide. In adlition, the all-fresh beef pce
is expected toise eldive to the compes
ite retail pok price, which would beneit

pork as an alterative to beefAbundant
poultry suppliespn the other hanaould
pressue pok prices devnward.

Feed costs considably belav a year o
will keep broiler retums positve. Lower
beef supplies should @ride an oppdu-
nity for increased domestic sales dfiak-
en d prices little danged from 1997.
Wholesale huiler piices ae expected to
average aound 60 cents per pound in
both 1997 and 1998.

Broiler production in 1998 isxpected to
increase 6-7 peent,the highestate since
1994. Inceases in the hehery suppy
flock appear ead/ to suppot this gowth.
The pullet dick hach for the boiler
hachety suppl flock was 7 pecent

above last ar in frst-quater 1997 fol-
lowing 1-pecent annmal increases in both
1995 and 1996.

Table-egg production is gpected to
increase 2-3 peent in 1998 as iwer feed
costs leep egg production pofitable.
Strong net etums to gg produces over
the last yar hae encouaged inceased
production. Placementsif the lyer
hachery suppy flock are dawn in first-
half 1997 however, indicating production
expansion plans could be neoconsera-
tive in the futue.

Pork and Poultry Production to Rise, While Beef Drops Slightly

Billion los.
40

35 -

30 -

25

20

16 F

10 :

Poultry

Beef

1990 92 94

1996 preliminary; 1997, 1998 forecasts.

Economic Research Service, USDA
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U.S. Livestoc k and P oultr y Products —Market Outlook

Beginning Total Ending Consumption Primary
stocks  Production Imports supply Exports stocks Total Per capita  market
price
Million Ibs. Lbs. $lewt
Beef 1997 377 25,243 2,376 27,996 1,915 375 25,706 66.7 66-68
1998 815 24,906 2,400 27,721 2,140 350 25,231 64.8 70-76
Pork 1997 366 17,151 593 18,110 1,250 400 16,460 47.7 55-56
1998 400 18,507 605 19,512 1,465 380 17,667 50.7 51-55
c/lb.
Broilers* 1997 641 27,300 4 27,945 4,580 700 22,666 73.5 59-61
1998 700 28,953 3 29,656 4,750 750 24,156 77.6 57-62
Turkeys 1997 328 5,370 1 5,699 535 350 4,814 18.0 66-68
1998 350 5,656 1 6,007 565 325 5,116 18.9 62-67
Million doz. No. c/doz.
Eggs** 1997 8.5 6,511.8 4.9 6,525.2 264.7 12.0 5,366.2 240.3 79-81
1998 12.0 6,680.0 4.0 6,696.0 259.0 10.0 5,487.0 2435 72-78

Based on July 11, 1997 World Agricultural Supply and Demand Estimates.
*Cold storage stocks previously classified as “other chicken” are now included with broiler stocks. **Total consumption does not include eggs used for hatching.

See tables 10 and 11 for complete definition of terms.

Economic Research Service, USDA

Turkey production is gpected to inease
about 5 pecent in 1998 as posit net
retums duing fourth-quater 1997 and
lower feed costs encoage produces to
raise moe birds. Stong port demand
should help tukey prices aerage 66-69
cents per pound in 1997.i&s will like-
ly average lower in 1998 as mduction
rises.

Expectaions for beefproduction,unlike
pork and poulty production,are for con
tinued detines over the ngt couple of
yeass, patticulary for processing beehs
cow slaughter ddmes dumng the hed
rebuilding phase of the tie cycle. The
cowv hed was culled healy during the
last few yeass as the mvious cdtle ¢ycle
ended The emaining cav hed will be in
strong demanddr rebuilding over the
next couple of yas. For the year cow
slaughter is likly to dedine 13-15 per
cent,and another 10-12 pmant in 1998.
The reduced cov numbes and veaher
extremes—the Ndhem Plains’harsh
winter and the Southests diought last
summer—will ppduce a smaller calf ap
in 1997,and possily in 1998.

Beef pices ae expected toise laer this
fall and thoughout 1998as supplies ar

reduced andxport demand séngthens.
Retail Choice beef res ae expected to
average $2.84 per pound thiegr and
reac near $2.90 a pound tete fall.
Prices in 1998 a likely to average in the
low $2.905, near the &écod 1993 &erage
of $2.93 a poundHowever, the higher
price of beef eldive to other mea, and
expected inoeases in pdérand boiler pro-
duction,will hold down further pice
gains.

Milk production is gpected to gow slow-
ly duting the est of 1997 and 1998he
slower dedine in milk cov numbes and a
recovery in increases in milk output per
cow following several yeass of lov or no
increases isxpected to lead to ineased
milk supplies. Delged efects of ecod
1996 milk pices and epected lte-1997
recovery from piice dedines ealier this
year should spurenaved epansion lg
some poduces, while the mmber of po-
duces leaing the industy may ease
slightly.

Unlike other sectarof the lvesto& com
plex, dairy farmers ae facing high pices
and tight supplies ofekd paticulady
dairy-quality forage, tha may substantial
ly limit growth in milk production.

Supplies of dair-quality hay from the
1996 cop were tight,leading to ecod
prices duing the winter and sprg of
1997. Mg 1 hgy stoks were & a recod
low. Forage pioblems,in adlition to pe-
cipitating a eduction in netetums to
dairy fammers, have discouaged indvid-
ual hed expansion and hee limited
growth in milk per cav. Nomal substitu
tions of concentte feed to mitigte for-
age poblems hae not been mfitable
because of high mes of concenétes.

Cool sping weaher in may areas both
delayed and educed theiffst cutting of
hay. Unless léer cuttings a& & least aer-
age and the silge ciop is god forage
problems mg eliminae the &pected
increase in milk psduction duing the
rest of 1997 and aoch of 1998.

For fur ther information, contact

Ron Gustafsorgdtle; Shale Shajam,
beef tade; Leland Southdrhogs;
Mildred Halg, pork trade; Jim Miller
domestic dayy; Richad Stillman,world
dairy; Milton Madison,domestic poulty
and ggs; Darid Hawvey, poultry and gg
trade aquacultue. All are a (202) 219-
0713.
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Specialty Crops

Exports Bolster
Sweet Cherry
Prices

Favorable growing conditions in most
U.S. sweet terry producing egions this
year ae epected to boost output and
ensue high quality 6r the 1997 ap. For
the last 2 gars, rainy weaher had made
cheries extremel vulnemble to skin
craking and fuit splitting, reducing
quality and output. USB forecasts this
years U.S. swveet dhery production to
increase 24 peent fom 1996 to 382.5
million pounds. Reduction inceases &
anticipaed in all sveet tery growing
staes,with significant gains in Calibmia,
Washingtonand Oegon—where aout
85 pecent of US. sweet theries ae
produced

Tart chery production,on the other hand
is expected to ddme 10 pecent to 242.2
million pounds. Cold sjing weaher dam
aged the cop in the major gwing stdaes
of Michigan, Utah, WashingtonOregon,
New York, and Rennsyhania.Tart chery
production tends to be urgtictale,
altemaing between“gluts” and“short-
ages” tha male piices unstble and po-
ducer everue highy variable. The unsta
ble maket poompted the esktishment of
a Federnl maketing oder for tat cheries
beginning with this seasos’pioduction.

USDA's Ndional Agricultural Stdistics
Sewice sureys sveet dierry production
in nine stées and tdrchery production in
eight stées. In 199744 pecent of the
U.S. sweet tery crop is epected to be
produced inVashington23 pecent in
Oregon, 18 pecent in Calibrnia, 13 per
cent in Midigan,and the emaining 2
percent in ldahoMontana,New York,
Pennsyhania,and Utah. Mibtigan ranks
first in tat chery production,suppling
neaty three-quaters of the ndon’s out
put last yar New York, Utah,and
Washington éllow with 6 pecent eah,
and Coloado,Oregon, Pennsyhania,and
Wisconsin accountof the emainder

About half of the US. sweet derry crop
is maketed br fresh usewhile almost all
tart cheries ae processedwWashington

and Calibrnia suppy mainly dak, sweet
Bing cherries for fresh usewhile Oregon
and Midigan povide light-coloed Ryal
Ann (Ngpoleon) Geries for the maa-
schino piocess. Nedy 70 pecent of
processedweet heries poduced
domesticaly are biined and used in can
dies,ice cieam,and fuit cakes,for exam
ple. The est ae cannegdfrozen,or
processed into juiceNeaty two-thirds of
the wlume of pocessed tarcheries is
frozen,and dout one-thid cannedSmall
guantities a& also bined or pocessed
into juice and wine

While all sveet dery producing sttes
mairket their ppduct domesticall the
stae of Washington typicajl accountsdr
the hulk of export supplies. Cheies ae
maiketed duing the months ofpril
throughAugust,with the hesiest ship
ments dung lune and dly. Eaty-season
varieties ae supplied # California, and
northwesten stdes bllow in the summer
months.Tart chery hawvesting begins in
eaty July in most aeas andxends into
August,with active hawesting lasting
about 2 veeks in edt aea.

demandand pices. Since 1987fer cai-
ta consumption of &sh sveet heries
has anged from a high of 0.7 pounds in
1987 to a lav of 0.3 pounds in 1995 his
years lager sveet tery crop could help
boost domestic consumptiogaan, as
there should be adeqteahigh-quality
supplies 6r domestic andx@ort makets.

Tart cherry consumption is mer stdle, as
most ae consumed in pcesseddrm,
allowing for longer stoege than fesh
product.Americans typica}y consume
about thee-quaters of a pound per per
son of tat cheries eab year most in
frozen poduct.

Grower plices Dr fresh sveet deries ae
likely to average slightly lower than last
years $1.06-pepound aerage, given the
larger ciop. Havever, the high quality of
the cop and contined stong demand
especialf from overseas maets,are
expected to ke plices stong The
season-gerage gower piice for sveet
cheries eaded a ecod $1.12 per pound
in 1995,over one and a half times the
1994 level, as fresh use suppliesshich
have the highestalue deceased with a

On average, Ameticans consume less thandedine in overall output and lager export

1.5 pounds of sh and prcessed lwer
ries per yar and consumptiorgspecialy
of fresh deries,vaiies widel from year
to year Fresh consumption is Igely tied
to the sie of the domestic op, export

volume to dpan. Pices in 1996 held
strong tut averaged lover than the 1995
recod because of an inease in fesh-use
supply and werall lower quality of the
crop.

Over a Third of U.S. Fresh Sweet Cherry Output Is Exported

Million lbs.
300

U.S. production

200

omestic use
100

1988

90 92

1997 forecast.
Economic Research Service, USDA
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The higher gower piices of ecent yars
have reflected rsing export demand ér
sweet heries. Betveen 1990 and 1996,
the US. exported dout 35 pecent of its
fresh-use suppl compaed with 25 per
cent in 1985-89 and 14 memt in 1980-
84. Jpan is the lagest maket for U.S.
fresh sveet teries,importing an aerage
of 56 pecent of US. export volume wer
the last 3 gais. Canadathe Euppean
Union, Taiwan,and Hong Kng ae also
important port maikets or fresh der
ries. Duing Jaruary-May 1997,sweet
cherry exports were up 27 pearent flom
the same time aear @o.

The iecent opening of tasignificant
markets could help & export demand
strong In June of this gar Washington
Stae gowers sent theifst-ever shipment
of U.S. fresh derries dilectly to China.
This followed Chinas agreement irApril
1995 to gant access to \3. cherries, with
the tiade potocol inalized in dine 1997.
Washington is cuently the ony chery
producing stge which has been alwed
access to Chinese nkats,but Idaho and
Oregon mg soon bllow.

The quantities shipped to Chinadikely
to be small &first, as the maeet for cher
ries deelops. China does notquuce
cheries domesticaj, so may consumes
will be unfamiliar with the poduct. High
taiiffs imposed # the Chinese gyem-
ment could be another ar to enty of
large quantities. Despite these ob&tac
the dery industy has a potentiafl large
new maiket for its poduct.

Mexico could become another impant
market for the US. sweet dery industy.
On Februaly 27,1997,an areement \&s
signed allving unfumigted US. sweet
cherry exports from WashingtonOregon,
and Calibrnia to enter Mgico. Chery

Federal Marketing Order for Tart Cherries
To Begin in 1997

Stating this year production and meting of tat cheries in the US. will be cov-
ered under the ters of a edeal maketing oder Federl Rayister 61:186).
Unpredictable crop sizs and inelastic demandrfthe poduct hae transldaed into
wide piice sings.The idea behind the miating oder is to conwl the suppt of
tart cheries on the maet, accomplished pmarily through an imentor reseve
system—oemproduction of pocessedlwerries in one gar is stoed and used dur
ing yeass of undeproduction.

If supply is successfufl contiolled, price svings will be modeated and the méet
will gain a measuer of stéility. Stability in the tat chery maiket is considexd
necessarto guaantee the swival of a lage rumber of the indusgts small po-
duces and handlet

The Chery Industy Administrative Boad consists of 17rgwers and handlerand
one pulic member electedybthe maketing boad. The maketing boad will
review actual poduction and set mieting and eseve tonnges no l#er than
September 15 of edicyear Additional considestions mg include the quality of
the cop, likely export demangsupplies of competing commodities)d the esti
maed tonnge alead/ held in eseve. If the maketing boad detemines tha
reseve tonnge needs to besleasedthe elease rast tale place por to
November 1 of the samesgt

exports to M&ico had vitually ended in
1991,when M«ican plant and health
officials detemined tha U.S. cherries

tha the areed-upon systempproad to
regulaing pests is adeqt@ APHIS con
ducted the inspectionsifthe emainder

posed aisk of introducing pestssud as
the g@ple magot and plum cuweulio, into
Mexican ochards.All imported deries
had to be fumigted with metlgl bromide
which causes the (it to deteiorate rapid-
ly and malks it vitually unmaketeble.

In 1995,the Noth American FeeTrade
Agreement ayricultural dispute panel
decided thaunfumigpted US. cheries
posed no darey to Me&ico. Under the
new work plan, Sanidadvegetal—
Mexico’s equvalent of USIA's Animal
and Plant Health Inspection S&e
(APHIS)— conducted a prseason
inspection of bery orchards to assw

of the season.

Chares Plummer (202) 219-071&gnes
Perez (202) 501-677%nd Stege Haley
(202) 219-0666
cplummer@econggov
acpeez@econggov
shaley@econ.g.gov

For fur ther information, contact

Linda Calvin,Susan Bllack, andAgnes
Perez,fruit; Gary Lucier, vegetebles; Ron
Lord, sweetenes; Doyle ohnsonjree
nuts and geenhouse/ursery; Tom
Capehat, tobacco; Larrene Glaser
industial crops.All are & (202) 219-
0840.
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Seasonal Rise
Ahead for
Wheat Prices

.S. wheat production, spurred by
favorable weather in the central
Plains states, is rebounding in

U

1997 to the highest level in 5 years. U.S.

exports in 1997/98 are expected up,
although growth will be slow, with early-
season competition from foreign
exporters.

Total U.S. wheat production is forecast
2.43 billion bushels, up 7 percent from
1996 and 8 percent above the first fore-
cast in May. With larger beginning stock
and steady year-over-year imports, the

U.S. wheat supply in the 1997/98 June-
May marketing year is forecast to rise 8
percent, marking the first increase in 4

years.

Under the weight of larger supplies and
lackluster early-season demand, futures
prices for wheat sank to 3-year lows thi
summer after temporarily spiking in Apr
following a freeze in the Southern Plain
and Kansas. Cash wheat prices in Kans
City dropped $1.08 per bushel during th
last 3 weeks of June as harvested area
expanded and growing conditions im-
proved in the central Plains. In addition,
USDA's June 3(Acreagereport

confirmed what the market suspected—
that farmers had planted more spring
wheat than first anticipated.

domestic and global—is expected to su
port U.S. wheat prices as the season pr
gresses. Domestic food use continues t
march steadily upward, while expanding
global imports and reduced competition
are expected to push up U.S. exports by
percent.

Unlike last season when prices peaked

farmers are expected to follow a more
normal seasonal pattern in 1997/98, hit-
ting seasonal lows from June through
September as large old-crop supplies in
Canada and Australia provide stiff expo
competition during the U.S. harvest.

Last year (1996/97), U.S. winter wheat
production problems and strong export
sales supported wheat prices early in th
crop year. Prices tumbled through early
fall as production prospects improved fir
for U.S. winter wheat and then for sprin
wheat in both the U.S. and Canada. Pri
remained under pressure during the res
the season as wheat production rose to
record levels in the major Southern

Hemisphere wheat exporting countries.

early, monthly-average prices received tyf

Prices are likely to climb gradually
through the rest of this season, reflecting
both the cost of storing grain and an
expected slowdown in foreign competi-

However, re|ative|y strong demand_bonhtion in the second half of 1997/98. Sprlng

h-wheat area intentions are down in Canada,

oarea planted is expected to decline in

h Argentina, and reduced production is
forecast in Australia.

Bomestic feed and residual use are pro-
jected to decline this season as expected
larger corn supplies will likely weigh on
corn prices this summer, making wheat
nfeeding less attractive. Ending stocks are
forecast to hit 650 million bushels, the
highest since 1990/91.

The average price received by farmers for

t wheat in 1997/98 is forecast between
$3.10 and $3.70 per bushel, down from
$4.35 in 1996/97 and $4.55 in 1995/96.
This would be the largest year-over-year
drop since the $1.11-per-bushel decline in

21990/91 when bumper yields followed a
1989 drought in the Southern Plains.

St

y Output Rebounds

cds) the Southern Plains

t of

Weather conditions have been extremely

favorable during thevinter wheatgrow-

ing season, with the exception of a mid-

April freeze that hit portions of Texas,

Seasonal Wheat Prices in 1996/97 Peaked Early

Economic Research Service, USDA
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Oklahomaand KansasThe freez cur
tailed wha mary obsevers thought
would be etraodinaiily large ciops. Billion bu. $/bu.
Although may fields sustained consider
able damage, especial}y where thee was
no snav cover for protection,weaher
after the feez was nedy ideal for the
whea plants to ecover. Consequenyl
average Yyields and haested agas ag
expected to be higher than lagtay in
eadt of the feez-damaed stées,which
together accountar almost thee-quaters
of projected Had RedWinter (HRV)
whea production in 1997.

U.S. Wheat Prices to Fall as Supply Builds

4 5

The rvival in this years crop is testime

ny to the esilience of the Wea plant.

Based on conditions as aily 1, 1997,

the US. winter whea yield is forecast & l

a recod 42.8 lushels per aeyup 3.5

bushels fom the dine 1 brecastand up 1990/91 92/93 94/95 96/97

5.6 hushels fom last yar

Season-average farm price for all wheat. June-May marketing year. 1997 /98 forecast.

. . . Economic Research Service, USDA
Production pospects contined to im-

prove thiough Mg and ding especialy
in Kansas and Oklahomwajth yield fore-
casts based ouly 1 conditions up 10
bushels and 7ushels per aerrespee
tively, from the first forecasts made in

are forecast to in@ase this gar as a spling whed price pemium in 1997/98 as
higher popottion of the cop is bid avay | winter whea output agances vhile

from domesticded luyers. SRV produc | spiing whed output dekines.

tion nomally accountsdr ebout 18 per

May. Total HRW output is brecast & cent of the US. whed crop, and is used | Based onuly 1,1997 conditionsthe
1,062 million lushelsup a pbust 18 primarily for cales,cookies,and pasies. spring whed crop is brecast to ddine
percent fom the My forecast and up 39 19 pecent to 650 million bshelsdespite
percent fom last yars dought-aflicted | White Winter (WW) whed production is | higherthan-epected harested aga.
crop. HRV is used in a wideariety of forecast 6264 million ushelsdown 10 | Geneally dry weéher in the Nathem

products patticulady bread and nomally | percent flom 1996 due to planting qio- Plains since mid-Maresulted in belw-
accountsdr about 40 petent of the total | lems in both the &ific Northwest and average Yyield pospectsThe frst surey-
U.S. whed crop. Michigan. Last &ll, heary rains in the based drecast indictes an werage yield
Pacific Northwest sloved plantingwhile | of 30.4 lushels per aerfor “other spng”

The winter vhea havest has lgged late field crop hawests in Midigan limit- | whed (i.e., excluding duum), down neaf

behind the eerage pace in both the ed winter vhed seedings. ly 5 bushels fom 1996 and the Voest
Southen and Nothem Plains due to et since 1989.

wedher. Yields hae reportedly been WW hawvested aga is brecast don 6

highly variable, reflecting po&ets of percent,and yields ¥ expected dan The sping whed crop is not &pected to
freez damae, but geneally appear from last yars high leels inWashing- | dedine to the &tent obserers expected

above average. However, protein content | ton, Oregon, and Idahowhich together ealtier in the seasomccording to the
is reportedly belov nomal, so pice pre- account 6r ebout 90 pecent of WW pro- | June 30Acreage repott, farmers planted

miums br higher potein sping whea duction.WW whea, typically used ér 22.4 million aces of sping whed
are fising. noodlescakes,and ceeal,nomally (including duum), up from the Mach
accountsdr ebout 11 pecent of the forecast of 21 millionArea had been
Soft RedWinter (SRV) whea production U.S. crop. expec_ted to _dnp bak to the 1995 leel
is forecast 8455 million hushels in 1997, after inceasing shaply in 1996 due to
up 33 million fom last ar Higher aer- | From December 1996 to Mal997 fam | Stong sping whed prices. Havever,
age yields ae expected to dbet lover prices br winter whed broke from their | another spng price unup—this year due
hawvested acrage. Crop piospects hae histoiical patem and pse &ove sping mostly to the' mid-/April freez in the
been &cellent in Ohio and lllinoisiwo of | Whed prices as supplies of winterhga | Southen Plains and Kansas-ppaenty
the leading S®/ produces. Incidences of tightened eldive to Had Red Sping provided amers suficient incentve to
sca and other diseasesaeportedly suppliesThis fam price relaionship is | increase plantingsbave their Mach

much lower than last gar SRV exports | expected toetum to the moe nomal intentions.
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Delayed sping planting in the Ndhem
Plains,where a lage potion of the US.
spling whed crop is gown, contibuted to
April-May price fluctudions. Chilly tem
pemtures,along with etremely wet field
conditions bllowing sping stoms and
snavmelt, especialy in the Red Rier
Valley, slowed sping whea planting in
the region. By May 11,famers had plant
ed ony 33 pecent of the spng whed
crop, compaed with the 5-gar aerage of
56 pecent. But ly eaty June planting
progress pulled een with the 5-gar aer-
age as dy conditions pesisted aarss the
region beginning in mid-May.

Yield Growth Prospects
Improving?

Yield growth is a cucial factor in futue
U.S. whed suppliesA noticedle slow-
down in gowth of overall U.S. yields—
some would call it a stall—has occred
in the last 15 gais. Weak pices con
tributed to aihancial squeez for mary
wheda famers duing the 198Gs. This, in
turn, led to lover fettilizer expenditues
and contibuted to lakluster yield gowth.

Because m&et pices hae been mch
stronger in recent yais and pospects ér
contirued maket stength ae expected as
world demand emains vibant, average
yields ma be poised toasume gowth.
Although weaher poblems pevented a
rise in yields in 1995 and 199¢ash
expenditues br fettilizer on vwhed
ground hae incleased ina@cent yas.

In 1997,the US. winter whed yield is
forecast ta recod 42.8 lushels per aer
suipassing the 1983%cod of 41.8
bushelsWhed prices,while dovn
shaply from last yar’s highs,are forecast
to remain &éove the leels of the edy
19905 thiough the tum of the centuy.
Favorable retums would be &pected to
encouege increased édttilizer usewhich
could boost yields in the cominggs.
DennisA. Shields (202) 219-0768 and
James NBames (202) 219-0711
dshields@econgagov
jbarnes@econggov

Washington (dan 613,000 a@&s).

CRP: A Potential Supply Factor

The Conseration Reseve Pogram (CRP) rerts a potentiayl significant efect on
land availability for wheda plantings About 9 million aces of land cuently in the
CRP has a opping histoy of whed. On October 11997,CRP contacts will
expire on &out 21.4 million aas (flom all clops). Havever, about 11.7 million
of these a@s were acceted br nev contiacts duing the 15th CRP sign-up in
May, along with &out 4.4 million aces of nev land

In addition, a sign-up is plannedf this fll in which produces can erwll land for
the 1998 aop year Small amounts of aeege can also be @eéd to the ppgram on
an on@ing basis under ce&in piovisions—eg., installdion of filter stips.As a
result,total CRP aaage is expected to ddme by seseral million lessthan the
5.3-million difference esulting fom the 15th sign-up. Consequegntl.S. whea
production is not xpected to be substantialdltered in the net few yeass.

Exduding the aditional enoliments &pected to occur in thial’s sign-upJand
under CRP conact in the top 10 hea staes (based on hagsted aga) would
dedine just 3 million aces this &ll. These sties accountedf nealy 80 pecent
of U.S. havested vined aceage duing the last 5 gars. Total CRP aa@age in the
top five whed stdes will be essentialluncdhanged d@ 11.3 million aces,with
gains in Noth Dalota and South Daka ofsetting eductions in Kansas/ontana,
and Oklahoma. E#cof the emaining top 10 stas will lose CRP &a,especialy
Texas (devn 1.02 million aces),Minnesota (davn 770,000 a@s),and

Another 740,000 aes of brmer CRP a@age would become \ailable for plant-
ing in the six net-highest vined producing stges,which accountdr another 10
percent of whed production. If the ente net CRP déine of 3.74 million aces
(excluding fall sign-up aaes) is planted to ked (an extreme assumption) and
average yields ly stae prevail, additional U.S. whed production wuld total dout
150 million tushelsor 7 pecent of 1996 output.

U.S. Whea Exports
To Rise in 1997/98

U.S. whea exports ae expected to gow
modesty in 1997/98up 6 pecent,while
world trade is &pected to gpand ly 3
percent. Unlile in 1996/971J.S. exports
will face inceased competition dgrin
the year easing in the kéer pat of the
year

In the summer of 199 anadaAustralia,
and to somexentArgentina,are maket
ing larger old-cop supplies in competi
tion with U.S. new-crop winter whed.
Transpotation and laistical poblems
this past wintereduced Canada’'exports
in 1996/97 leaving a lage pat of the
1996 lumper cop to mee laer than

usual,stretching into the ne crop year
However, as the 1997/98 seasorogres-
ses,U.S. exports will likely face educed
competition as mduction is gpected
down in all the major ®porting countres.
Increased Us. whed supplies and loer
prices ae epected to maintain the pace
of U.S. exports after the summer

Combined poduction in 1997/98the
major foreign whea exporters—Canada,
the Eubpean Union (EU)Austrlia, and
Argentina—is pojected to dop by 13
million tons or 8 perent.Whed prices
have dedined, especialf compaed with
oilseedsand whed area is epected to
dedine in Canada andrgentina.
Australia mg maintain vhed area bl-
lowing a \ety successful gar in 1996/97,
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but recod yields ae unlikely to be eped-
ed, leaving production pospects dan 5
million tons.

In the EU whed area is up because the
set-aside @a was educed fom 10 per
cent to 5 parent,and gowing conditions
in Northem Euiope hae been gneally
favorable. However, yields ae davn from
last years recod levels,and brecast EU
production is davn maginally.

While the major éreign exporters ae
expected to educe vined production in
1997/98 the st of the wrld is expected
to boost poduction ly 13 million tons,
offsetting the ddme. Production is bre-
cast up shatly in China,Easten Euiope
and the Nevly Independent Stes (NIS—
the former Swiet Union mirus the Baltic
staes),mainly becausedvorable growing
conditions ae expected to boost yields in
these agas. Havever, other egions hae
had poblems. Dought stuck North
Africa, devastding production pospects
in Morocco,Algeria, andTunisia. Un-
favorable weaher in the Midile East is
expected to educe vined production in
Iran and laqg.

For the major impders, production
prospects dectly afect demandNorth
Africa and the Midle East will tun to
world makets to maintain wed con

Economic Research Service/USDA

sumption,boosting impardemand On
the other handarge whed production in
China,NIS, and Eastaer Euiope will limit
imports to some ent while increasing
stoks and consumption.

World whed consumption isdrecast
down fractionaly in 1997/98 mostly
because ofeduced ked feed useespe
cially in the US,, Canadaand South
Korea.Whed feeding is often thessult
of quality poblems stemming tm
wedherrelaed damge to cops,usually
occuring & hawvest (br example as
occured in Canada in 1996/97hen lde
crop development delged the harest and
exposed the Wwed to an edy snawvfall).
It is too ealy to quantify sub quality
problems.

Reduced wrld whea consumption and
increased bginning sto&s moe than of-
set the slight deine in global poduction,
and whea ending stoks ae piojected up
almost 10 pearent in 1997/98with much
of the stok& buildup in the US. and
China.While prospects dr increased
world whed ending stoks contibute to
lower piice piospects in 1997/98he
global sto&s-to-use atio remains &irly
tight a& 21 pecent,limiting price dedines
in the US. and vorld makets.

EdAllen (202) 219-0831
ewallen@econ.g.gov

August Releases—USDA’s
Agricultural Statistics Board

The following reports are issued

electronically at 3 p.m. (ET) unless

otherwise indicated.

August

1

S

18
20

22

25

27

29

Cheddar Cheese Prices
Egg Products

Crop Progress (after 4 pm)
Dairy Products

Poultry Slaughter

Broiler Hatchery

Cheddar Cheese Prices
Crop Progress (after 4 pm)
Cotton Ginnings (8:30 am)
Crop Production (8:30 am)
Broiler Hatchery

Turkey Hatchery

Milk Production

Cattle on Feed

Farm Labor

Cheddar Cheese Prices
Mushrooms

Crop Progress (after 4 pm)
Cranberries

Broiler Hatchery

Cold Storage

Catfish Processing
Cheddar Cheese Prices
Chickens & Eggs

Livestock Slaughter

Crop Progress (after 4 pm)
Turkeys

Broiler Hatchery

Peanut Stocks & Processing
Agricultural Prices
Cheddar Cheese Prices
Rice Stocks (8:30 am)
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The U.S.
Wine Market

ooming demand vying for limited

Uncorked
supply has led U.S. wineries to

B raise prices and search the globe

for additional wine. Since late 1996, prot
ducer prices for U.S. wine have risen at
double-digit rates. Imports are pouring i
to fill supply gaps created by several ye

n

1996 U.S. grape crop was used for wine

and farm value was estimated at $1.25

lion, compared with $547 million in 1986

Winemaking and distribution added

another $12 billion in value to 1996 reta

sales of food and beverages, according
industry sources.

>, Supply of Wine Grapes
Piffrails Consumption

The last 10 years have seen a turnaround
l'in the market for wine grapes. During the
t@arly 1980’s, wine supplies outweighed

demand, and grower prices stagnated.

Growers responded by reducing vineyard

In California, the largest agricultural statearea and replacing vines with quality

with crop revenues of $14 billion in 199¢

the value of the total grape harvest
reached a record $2 billion. California
typically produces more than 95 percen

of the grapes crushed for U.S. wine. Ne

York, Washington, and Oregon provide
most of the remainder.

U.S. wine exports will likely reach a

record $400 million in 1997, up 25 perce

from 1996. During 1985-95, the value of
U.S. wine exports increased 22 percent

annually, far outstripping the 6.5-percent

trend for the rest of U.S. agriculture.

While wine export growth has been

impressive over the last decade, imports
have declined until recently. With limited
domestic supplies in 1996, U.S. produce

and distributors boosted wine imports 2
percent to a record $1.4 billion, the first

sharp increase since 1992. Through Ma

1997, import growth reached 23 percen
above the same period last year.

5, wine-type varieties, and grower prices
paid by wineries increased 8.5 percent
annually during 1985 to 1995.

WCalifornia prices for wine-type grapes
averaged $590 per metric ton in 1996, 26
percent higher than 1995. U.S. wine is
produced increasingly from four high-
valued international grape varieties:

neabernet sauvignon, merlot, pinot noir,
and chardonnay. In California, wineries
paid growers $1,260 per metric ton on
average for these four varieties in 1996,
compared with $390 for other wine-type
varieties.

In 1997, producer prices for U.S. wines
will continue well above 1996, as domes-
sriic supplies are not sufficient to meet both
5 domestic and export demand. January-
June producer prices for domestic wines
yrose an average 10 percent in 1997, fol-
lowing 6 years of annual increases of 1-2
percent.

;]
of limited production of U.S. wine-type
grapes. But U.S. grape growers also
worry that maturing vineyards in the nex
several years will turn the current boom
into a bust as increased production and
imports pull down prices.

t

Consumers began drinking more wine in
the early 1990'’s, partly because of news
about the health benefits of moderate c(
sumption, and partly because a strong
U.S. economy supported increased spe
ing on wine at home and in restaurants.
addition, sales to foreign markets jumpe
in the last 18 months as improvements i
quality and marketing have increased th
competitiveness of U.S. wine in Norther
Europe against traditional producers fro
France, Italy, and Spain.

The U.S. wine industry is increasingly
important to the economic performance
U.S. agriculture. Nearly 55 percent of the

o

Despite Record Production in 1997

Million metric tons

'Wine-type Grape Grower Prices to Remain Strong,

$/ton
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USDA reports wine-type grape production for Califo
1997 forecast.

Economic Research Service, USDA
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Commodity Spotlight

The curent stong wine pices ae the
result of ecent limited US. crops of
wine-type gapes and inaased demand
for quality winesA total of 2.45 million
metiic tons of US. grapes vas useddr
wine in 1994 8 pecent less than the @r
vious 5-year aerage. The impact of
reduced wine mduction has suated in
1997,as most wine salesdébehind the
vintage year of gape poduction ly
several months to seeral yeass. Also,
California’s wine-type gape cush in
1996 vas the lavest in 9 was.

While wine-type gape supplies @& limit-
ed U.S. consumption of wine ineased
from 16.3 million hectolitey in 1992 to
21.8 million in 1995. (One hectoliter—
100 lites—is slighty more than 11 cases
of wine.) Wine consumption dipped 6 pe
cent in 1996hut is likely to increase
slightly in 1997. Rr cagita consumption
in the US. remains less than 1 case per
person annally.

U.S. wine inventoies were well belov
what was needed tode pace with de-
mand and stzlize piices in 1997How-
ever, higher pices ae alloving wineries to
rebuild inventoiles. USD\'s Economic
Researh Sewice (ERS) brecasts wine
inventoies d 22 million hectolites enter
ing 1998,about equal to the 1990-95
average and 15 peent dgove 1997.

The dly 1 forecast of Calibria’s 1997
grape cop points to a 16-peent incease
in production to aecod 5.26 million
metiic tons.Wine-type gapes ae forecast
up 21 pecent to 2.45 million meit tons,
but stiong winey demand ér grapes is
likely to keep grower piices @en with last
year U.S. wine poduction in 1997 is esti
maed by ERS & near 23 million hecto
liters, up 20 pecent flom 1996 and 1995,
and 30 perent moe than 1994.

U.S. Imports & Exports
Of Wine Are Up

U.S. wineimports are likely to reat 4.5
million hectolites in 1997 up from 3.6
million in 1996. Impots could account
for 21 pecent of US. net domestic use ir
1997,up from aout 13 pecent in 1990.

Westen Eulopean wine—mairl from
Italy, France Spain,and Gemary—still

=

accountsdr most US. impotts, about a

U.S. Imports and Exports of Wine Have Accelerated

Million hectoliters

5
4 -
3K Imports
2 [
Exports
'| /
O | | |
1989 91 93 95

1 hectoliter = 100 liters. 1997 forecast.

Economic Research Service, USDA

70-pecent shag in 1997. But in the
19905, U.S. wine impots from South
America (mainy Chile, Brazil, and
Argentina),Austrlia, and SoutlAfrica
have increased substantigliThese'new
world” produces ae epected to cature
a 30-pecent shag of U.S. wine impots
in 1997.

In 1985,Westen Euope accountedf 96
percent of US. impoits, dedining to 88
percent in 1990Westen Euope’s com
petitive position in the LS. maket weak
ened dung the lae 19805 as the 5.
dollar exchange rate dedined against
Westen Euiopean cuenciesAlso, as
U.S. consumes tuned tavard quality
wines,demand ér low-priced wines—
mainly from ltaly—deceasedAs con
sumes tumed to higher alued wines,
Italy’s shae of U.S. impotts deceased
from 51 pecent in 1985 to 36 peent

in 1996.

With escaléing land pices in pime U.S.
wine-gowing aras,U.S. firms ae
increasingy investing diectly in foreign
wine production in oder to meet 8.
domestic anddreign demandU.S. for-
eign diect investment (FDI) actity has
concentated mainy in Chile and south
easten France but increasing #ention is
focused o\rgentinas lage, unused land
cgpacity. Raher than displacexgort

97

potential—a common beliebaut FDI—
firms gpear to be westing &road to
ship wine bak to the US. maket.

In 1997,12 pecent of US. wine poduc
tion will be exported, up from 6 pecent

in 1990. Despite highates of US. export
growth since the mid-1986;the US.
shae of world wine tade emains onf
about 3 pecent. But breign makets con
tinue to look &ractive to US. wine po-
duces, even while piices in the domestic
maiket soar

In 1996,50 pecent of US. wine potrts
went toWesten Euope mainly to the
United Kingdom (UK.), Gemary,
Switzedand, and the Nethdands. Canada
accounteddr 20 pecent,Japan 10 per
cent,and Caibbean countes most of the
remainder of 1996xports.

U.S. wine porters compete maiglwith
domestic poduces in &port makets and
with Frend, Italian, and Spanishxgort-
ers. For ekample in the UK. maket, with
its small domestic industrthe US. com
petes mainl with other Euopean Union
(EV) countres. Havever, non-EU
exporters ae caining maket shaes in
the UK., and US. exports have increased
23 pecent annally over the last 10 gars,
reading 375,500 hectolitsrin 1996.
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Switzedand, importing nealy 60 pecent
of its wine consumptioris another gow-
ing maket for the US. During the last
decadeU.S. wine &ports to Switzdand
increased 36 peent per gar on gerage
to read 85,932 hectoliterin 1996.
Switzedand is likely to increase wine
imports in 1997 because ohanges in
Swiss polig which will allow more
imports of white wing a previously heai-
ly protected domestic indugtr

Although combined wine pduction br
1996 in Itay, France Spain,Gemary,
Switzedand the US., Argentina,Chile,
and SouthAfrica—representing ma than
80 pecent of the wrld total—incieased
over the peceding 2 gas, worldwide
wine supplies & not suficient to meet
demandWith the usual péod of moe
than a par bebre signifcant amounts of
the 1996 vintge ae releasedthe curent
upward pressue on pices is lilely to
contirue

Emerging Issues

Imported wines & becoming ma com
petitive in the US. maket, cutting in on
marketing addances akad/ made ly U.S.
wineries. Until ecenty, higher pices br
Frend, Italian, and Spanish wines damp
ened US. demand dr impoits from these
traditional souces. But nw, U.S. prices
are inceasing éster than Ewpean pices.
And based on stigtical anaysis,ead 10-
percent incease in the L. price raises
U.S. demand 15 peent br Euopean
wines and gen moe for Southen
Hemisphee wines.

For U.S. growers, the futue points to
shaply increasing domestic supplies
of wine-, raisin-,and tdle gapes.
California’s 1996 aga in n&v vineyards—
nonbeaing, less than 4 gas old—is esti
maed d 18 pecent of the st&’s total,
but industy souces place it\en higher
than the stigstics shav. How will the
markets dsorb the brgeoning suppl?
U.S. demanddr raisin- and thle grapes
in the fresh- and ded makets has been
stead or dedining in the 1990s. The
domestic juice and wine niaats ae gow-
ing, but hopesest hesily on inceasing
access and demand wréign makets.

The US. wine industy is concened dout
foreign makets contiwing to use baiers

What’s in a Label?

Most of the highest quality \S. wines ae maketed as aretals. Chemet sau-
vignon, melot, pinot noir and zinindel mak up &out two-thirds of Calibria’s
red-wine gapes and prduce highy rated wines. Chalonng, sauvignon tang
and eisling accountdr ebout half of Calibrnia’s white-wine \arieties.

To use a ariety on a wine lbel, regulaions by the US. Depattment of Treasuy’s
Bureau ofAlcohol, Tobaccoand Rreams (BATF) requite a mininum content of
75 pecent of the indicied gape \ariety. As a maketing stetegy, varietal lebeling
may be vieved as incgasing consumsrconidence in consisteycBreaking into
the intenaional maket is also easier withavietal lebeling becausedreign con
sumes ae moke likely to expeiment with unémiliar produces if the \arieties ae
familiar.

European winesin contiast,have a long tadition of lbeling based oorigin.
Gearaphically basedthe gpellaion of oiigin contiollee (AOC) is the pincipal
designdion for quality Eubpean wines. E#cregion’s distinct quality isegulaed
by stiict guidelines with espect to ariety, yields, irrigation, and other prduction
practices. Een though Bugundy is a well-known region in France poducing
quality red wines with pinot noirrgpes,“pinot noir” seldom apeas with“AOC”
on Bugundy labels. Similaly, Frances Bodeaux wines seldom mentionbeanet
sauvignonand Champgnes seldom mentiorhardonng, though these arthe
dominant gapes used in thesegions.

Wineiies in the US. are tuning moe to geagraphic designtions to distinguish
their winesAmerican viticultual aleas,or AVA's, are cetified by the BATF & the
request of pyduces in a egion. The iegion must poduce gapes with distinctie
charmacter based on teoir, which refers to the combintaéon of dimate, soil, eleva-
tion, and otherdctos knavn to hare a signifcant impact on arietal perbrmance
Examples of CaldrmiaAVA's ae NgaValley, Sonomaand Noth Coast. In Ne
York, an example is nger Lalkes. Hrst intoduced in 1982AVA's have incieased

to well over 100 aarss the LS.

against tade One stiking point in ngoti-
ations is the use of semegeic labels.

For example the EU is actiely seeking an
end to US. wines ld&eled as CHalis,
Burgundy, and Champgne—all names of
Frendh producing egions. The Austmalian
wine industy has ecenty agreed to cease
this practice and thus impved their tade
relaions with the EU

Tariffs remain an obstée, albeit detin-
ing under pogress made in thé/orld
Trade Oganizdion (WTO). Technical dif
ferences among pducing néons pesent
special poblems:the EUS regulaions put
forth speciic accetable winemaking
practiceswhile U.S. guidelines pohibit
practices mainf for food saéty reasons.

The EU puchases xcess poduction and
provides &port refunds and aidoir
acregge reduction,which totaled $1.2 bil
lion in 1996. Moeover, individual mem

ber stées povide substantial méeting
assistance to their wine induss.As pat
of its WTO commitments eer a 6-gar
peiiod, stating in Seotember 1995the
EU must reduce subsided wine &ports
by 21 pecent and thealue of wine po-
duction subsidiesyb36 pecent.Also, the
EU has greed to de@ase its impar
duties ly 20 pecent and cease usingfr
erence pices and impdrquotas.

Through geder access toofeign makets
and maket plomotion,the US. wine
industy has sought to inease epoirts,
while U.S. trade ngotiators seek to wer-
come tade barers thiough lavering tar
iffs, breaking up gvemmental distibu-
tion monopoliesand educing poducer
subsidies.

John Love (202) 720-5912
jlove@oceusda.gv
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Marketing
Costs for Food
Rose Slightly
In 1996

on food in 1996 (excluding

U imports and seafood), $17 billion

more than in 1995. For every dollar spe
23 cents covered the farm value of food
purchases, and the rest was marketing
costs. Food marketing costs—as measu
by USDA's marketing bill—includes
expenses associated with processing,
wholesaling, distributing, and retailing of
foods produced by U.S. farmers. It is thg
difference between the value farmers
receive for food commodities and the
amount consumers spend on food both
home and away from home.

.S. consumers spent $547 billion

A sharp 8-percent increase in farm
value—reflecting higher prices for pork,
eggs, dairy products, and cereal—
accounted for a larger-than-usual portio
of the increase in consumer food costs.
However, with moderate inflation and

sluggish growth in consumer food expen-

ditures—about 3 percent—food manufa
turers, wholesalers, and retailers absorh

much of the sharp increase in farm prices

substantially slowing the rise in marketir
costs in 1996.

The marketing bill rose only about 2 per
cent to $424 billion in 1996, following a
nearly 4-percent increase in 1995. The
rise in food marketing costs in 1996 was
lower than the overall 2.9-percent rate g
inflation, and substantially below the
average annual increase of about 4.5
percent during the last decade.

Labor Costs
Have Increased Steadily

Labor costs (wages and salaries, and
employee benefits such as group health
insurance) comprise 38 percent of total
consumer food expenditures, and make
the largest component of the marketing
bill. Labor costs grew about 5 percent tg
more than $206 billion in 1996, but at a
marginally slower pace than the annual
average rise during the last 10 years. T
slower growth was the result of relatively
sluggish sales which dampened deman
for additional employees.

In 1996, 13.5 million people were
employed in the food industry sector
beyond the farm. Food industry employ-
ment increased almost 1.5 percent in
1996, a smaller rate of increase than thg
nearly 3-percent rise recorded in 1995.
Food-service establishments employed
single largest share at 56 percent. Abou
25 percent of the food-sector work force
Ntwas employed by food stores, 12 perce
by food manufacturing firms, and 7 per-

- Employment in the food manufacturing
sector dropped by about 1.5 percent,
reflecting higher labor productivity and

5 increased use of labor-saving technology,

f which continued to dampen hiring rates.
For the other three sectors, employment
increased, but at a smaller rate than in
1995.

Hourly earnings of food manufacturing
and food store employees rose almost 3
percent in 1996, similar to 1995. The rela-
tively stable earnings in these two sectors
partially reflect provisions of union con-
tracts negotiated over the last few years.

URverage hourly earnings of wholesaling
employees rose over 2 percent, compared
with 2.5 percent in 1995. The average
hourly wage for employees in the food-
service sector, one of the highest contribu-

'&ors to U.S. job growth in 1996, advanced
about 3.5 percent, compared with 2 per-

d cent in 1995. This higher rate of growth
reflects brisk sales in the away-from-
home market over the last decade, when
sales increased an average of 5 percent
per year.

Wage supplements, about 20 percent of
2 total labor costs, increased because of
rising health insurance premiums and
theension costs. The rising cost of medical
t care pushed up health insurance costs.
However, the 3.5-percent increase in the
tConsumer Price Index for medical ser-
vices in 1996 was considerably smaller

cent by wholesalers.
red

U

than the 6.5-percent average annual

What Does the Consumer's Food Dollar Pay For?
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increase wer the last 10 gais, and helped
mitigate 1996 l&or cost inceases.
Similarly, the Emplgment Cost Inde for
private industy beneits rose almost 2
percent in 1996maikedly smaller than
the nedly 6-percent annal aerage lise

of the last decade

Packaging Costs Dop

Padaging costsneaty 9 pecent of bod
expenditues and the second-{gst corm
ponent of méteting costsdropped 2
percent to nedy $47 billion, restaining
aggregate food maketing costs in 1996.
The pice of pgerboad, which accounts
for about 40 perent of bod industy
padkaging costsplummeted wer 7
percent in 1996following a ecod 16-
percent ise the pevious year In 1995,
the pger industy had &peiienced the
most |pid price inclease in its histgr as
the industy was unale to adl cepacity
fast enough to meet demarhd 1996,
paperboad piices dopped after cus
tomes sut as thedod industy
restodked inventoiies.

Meanwhile, the pice of metal cans
dropped 10 pexent in the &ce of &cess
beverage can cpacity as demand in-
creased dr competing plastic contairger
Despite this incrased demanglastic
container pices dopped @er 1 pecent as
produces were undle to raise pices in
the face of pice reductions ér competing
padkaging products.

Enegy costs,compising 3.5 pecent of
food expenditues,rose nedy 4 pecent
last year despite a 2-peent dop in the
price of electicity. Higher enagy costs
were lagely the esult of a 4-perent ise

in the pice of ndural gas and in@ased
volume of maketing sevices. Electicity
accountsdr 55 pecent of the engy
costs incured in bod mamifactuing,

with naural gas accountingdr the
remaining 45 peent. Electicity accounts
for 85 pecent of enagy consumed Y
pubic eding places and nelgrall of the
enepgy used in 6od stoes.

Transpotation costs ose 2.5 parent,
about the same as in 1995 a esult of
higher tucking rates which dimbed by
more than 2 perent. Raiload etes were
only slightly lower.

Advertising expenditues hae risen & a
slightly faster ate than ggregate maket-
ing costs dung the last éw yeass.
Advertising expenseswhich account ér
about 4 pecent of bod penditues,rose
4 pecent to nedy $21 billion in 1996,
slightly faster than in 1995.he food
industry uses a mixtug of pint and
broadcast media to pmote their pod-
ucts. Food mamifactuing accountsdr
about 55 perent of total ®od industy
advettising expenditues,with food ser
vice adling another 25 peent,and bod
retailing contibuting 14 pecent to the
total.

Business taas accountdr 3.5 cents of
theAmerican food dollar They include
propety, stae, unemplyment,insurance
and Social Secity taxes,but exclude
Fedearl income tags. Business ta@s nse
by more than 3.5 p&ent to $20 billion in
1996. Inteest penditues,which
accounteddr only 2 pecent of total con
sumer &penditues,increased nedy 3.5
percent in 1996.

Depreciaion, rent,and epairs tagether
totaled $48 billion in 1996ccounting ér
almost 8.5 perent of the consumeodd
dollar. The food-sevice sector incued
the highest peentaye of these costst
41 pecent of the totalas bod-sevice
estdlishments paid higher ppety rent
than the otherdod sectas. Food stoes
made up 27 peent,while processing and
wholesaling irms tagether accountedf
the lemaining 32 peent.

Food industy profits grew over 5 pecent
in 1996,consideably less than the 9-per
cent paceecoded in 1995. Retailobd
stores accountedof most of last gars
profit gain by attracting customerto less
expensve geneic brands and déring
nonfood sevices sub as videoentals.
However, profits were modeated in 1996
by a vaiiety of conditions in the other
food industy sectos. For example food
processcs were constained fom raising
prices much because of consumerefer-
ence br geneic brands,and were futther
squeeed by higher fm prices. Mean-
while, competition amongestauants,
patticulady fast-fbod outletshas
restained pofits among 6éod-sevice
estdlishments.

Food maketing costs tend tceflect
aggregate inflationary trends. Curent po-
jections sugest tha modeete inflation
will continue Therefore, maiketing costs
will probably contirue to incease ta rel-
atively slow pace into 1998.

Howard Elitzak (202) 219-1254
helitzak@econggov
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Marketing processed food around the globe

Two-thirds of all international trade in the food and agricultural sector is in processed foods.
Exports and imports are a large part of the picture, but U.S. processed food firms reach overseas
markets mainly through their dffiliates abroad. Strategies for penetrating global markets, and the

array of public policies that influence global commerce in processed foods,
are examined in a fact-filled report.

Globalization of the Processed Foods Market

An Economic Research Service Report

To order a copy, call 1-800-999-6779

Also available on the ERS Home Page
Direct access to the Acrobat PDF file at http://www.econ.ag.gov/epubs/pdf/aer742/

For more information on ERS publications, databases, and other products, visit the
ERS Home Page at http://www.econ.ag.gov/
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Farm Act ’96:
Managing Farm
Resources in a New

Policy Environment
The 1996 Farm Act quickly and dramatically changed
the decision-making environment for farm operators,
landowners, and managers. The predictability of the F3
Act’s production flexibility contract payments (PFCP’s) and it
almost complete elimination of planting restrictions challenge
many farm operators and managers to rethink the way they
manage their resources.

Uncertainty about the impact of such a major change in poli
fostered interest in obtaining early indications of its effects
on farm management decisions. A study funded by USDA's
Economic Research Service brought together farm operator
managers on eight panels in several regions to discuss char
they had made or might make in farm management decision
following implementation of the 1996 Farm Act.

The swiftness of the program changes was of great significa
to owner-operators, tenants, and landlords. Panelists indicat
the new legislation’s increased planting flexibility was not full
incorporated into 1996 farming decisions because of the late
development of the farm bill. In many regions of the country,
preliminary cropping plans, production financing, and even

some plantings for the 1996 crop year were necessarily mag
before the farm bill was signed into law on April 4, 1996.

At the same time, the outlook for agriculture going into the 1996
crop year was very positive, making farm producers less reliant
on traditional Federal farm programs. World farm commodity
inventories were low, demand was strong, and prices were at
decade-high levels for wheat, corn and other feed grains, and
soybeans. The farm sector was more than a decade removed
from the farm financial crisis of the 1980’s and was in good
financial health.

Yet in the limited number of decisions producers were called
upon to make after the new farm act provisions were announced,
producers did, in fact, respond to the new planting flexibility
provisions which released them from base acreage requirements
for specific crops. They also took advantage of the removal of
annual acreage limitations, permitting additional acreage to be
planted in the 1996 crop year.

As the year unfolded, sharp price falls revised farm decision
makers’ expectations for the year’s profits. With a generally less
optimistic outlook for 1997, farm managers and operators began
to consider the implications of the 1996 Farm Act more closely,
with increasing concern about commodity price volatility and

the need for appropriate marketing and risk management
strategies.

Overall, the panel discussions highlighted several effects of the
new farm act that conductors of the study believe have particular
relevance for the future of farm management decision making in
the U.S.

e The new farm act’s production flexibility contract payments
and the elimination of most planting restrictions are popular
with landowners, operators, and farm managers;

¢ the PFCP’s are being capitalized into land values and are

\rm reflected in land rental rates; and

)

»® farm managers and operators have an increased interest in
strategies for marketing and for managing price risk.

Planting Flexibility
s Shaping Decisions

As expected, survey responses and discussions with panelists
. gpgfirmed that farm owners, operators, and managers are favor-
gggle toward three particular features of the 1996 Farm Act: the
s predictability of program payments (PFCP’s), which are no
longer tied to farm prices; the unambiguous qualifications for
PFCP’s; and especially, the elimination of most planting restric-
mt:ions. More than half of all panelists (58 percent) identified
L &limination of planting restrictions” as a factor in their 1997
[ ‘management decisions, and nearly half (45 percent) expected
Y the same provisions to affect their decisions in 2000-02.

Panelists’ own estimates of how they are adjusting crop mixes
esuggest that aggregated average data do not reflect the full
potential benefits to individual farming operations associated
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About the Study

To examine dianges in the margement
of the ndion’s fam resouces esulting
from the 1996 &m Act, USDA’'s
Economic Reseah Sewice funded a
study in eaty 1997,conducted with the
suppot of the Farm Founddion, the
University of California Agricultural
Issues Centeand theAmerican Society
of Famm Manaers and Rual Appraises
(ASFMRA). The stug focused on
“whole fam” decisionsas distinct fom
specifc commodity decisiongxamin
ing potential diects of the 19964dm
Act on the mangement of &m
resouces.

The stug’s gproact was to conduct
eight discussion panels Ided in sger-
al regions. Six panels ere composed
of professional &rm mangers and tvo
of farm opegtors. Ranel membey

were identifed in consultdon with
ASFMRA stde chapter leades and with
land-gant unversity faculty and eten
sion staf membes who had gpettise in the stug of fam
manaement decisiong\reas vere selected were farm pro-
grams vere historcally important to local economiesaRels
were formed in Noth Dalota, Kansas;Texas, lllinois, Ohio,
Geogia, Mississippi,and Calibmia.

Panels of Farm Managers and Operators Represented Eight Areas

The planneddcus of the panel discussionasvpimairily
on dhangs in the &m mangement decision efironment,
the mix of cops poduced responses tasks, landavner
and opeator lease aangementsuse of maketing infor-
mation, and emplgment and economic aetiies in wral
comirunities.

with planting fexibility. For example lllinois panelists’expecta
tions of the popottion of land thg will devote to con and sg-
beans wre 45 and 43 peent on serage for both 1997 and
2000-02—the same asrf1996. Havever, seven of the eight
lllinois panelists rpected thathey would devote a diferent per
centaye of land to car in 1997 than thehad in 1996—tlee
anticipaed planting less anafir anticipsed planting mae.
Thus,aggregate staistics my obscue yearto-year hranges a
the indvidual farm level tha balance out aoss all &ms.

Panelists vere alet to potential oppdunities br growing non
traditional cops,those thathave not often beenrgwn on lage
acreges in the pasfThese &m mangers and opeators indicd-
ed the will shift land quikly to optimiz their copping mies.
They also ppear willing to consider pducing cops tha have
paticular dharmcteistics, like waxy and high-pstein con, and
tofu sgybeansalthough the mfitability of sud crops will be
watched d¢osely. Whether the mfitability of new crops will
attract #en modest aeages avay from major pogram cops
like con, whed, soybeanscotton,and ice remains an open
guestion.

PFCP’s & LandValues

The demanddr famland has xpanded ecenty in several aras
of the county. Panel discussions in Nitr Dalota, lllinois, Ohio,
Geopia, and Mississippi in paicular noted inaeases in land
prices and castents.The land macet in mary areas had aérad/
been adjusting to higher commoditygas and to the optimism
over futule commodity gports when the ne fam bill became
law. The pedictaility of PFCP5 became an ddional, impor-
tant impetusdr increased demanaif land

The high dgree of cefainty dtached to the PFCB’males their
valugion fundamentayl different from the \aludion of the pice
deficiengy payments of the 1990&fm Act. The amount and tim
ing of income fom PFCPS has been set thugh 2002. In con
trast,the anticipted \alue of deitiency payments under the
1990 act vas conditioned yocommodity pice expectdions—
high pices would lead to lav (or no) deitiengy payments,while
low prices would precipitae high deitiency payments. Rm
manaers and opetors could not be cein wha their faim pro-
gram income wuld be &the end of the cuent year let alone in
future yeas.
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As land pices ise elaive to other input pces,economic ea
soning sugests thaland use will become merintensie,
emplgying more nonland inputs per acrSome panelists indita
ed, however, tha nonland input pces ae also inceasing which
could lkeep the etio of land pices to other input jres firly
constant and mate the effect of ising land pices and ental
rates on &rm mangement decision making

The efect of the 1996 &m Act on land makets mg also be
influencing hav landavners and entes neotiate leases.
Changs in unddying economic conditions do not moally
warrant damdic yearto-year tianges in lease tems,but the
potential br caitalization of PFCPS into atmland ents ma
affect the dgree of adjustmentwners and entes ae prepared
to considerPanelists in mosteagions a&nowledged tensions
between landlods and tenants and s®rrs reviews of traditional
leasing arangments.

In some case$andovners gpear to benéfalmost eclusively
from nev rental conditionswhich can intude, depending on the
type of leasghigher cashants,higher landlod crop shaes,
and/or less landldrshaing of production &penses. In other
areas,farm opeastors have been successful in seeking some p
tection flom commodity pice wlatility by gaining higher leels
of landlod risk shaing. Additionally, panelists amowledged
tha the conditions of leasesgutiated for the 1997 @p year
were influenced lg whether thg were signed in edy or lae
1996,since cop plice expectdions dopped damdically a mid-
year chandng the epected pofits of landlods and entes.

Contirued adjustments rgébe moe poblemaic for crop-shae
leases thanof cash leasesaRelists gneally peiceived tha the
intention of the 1996 &m Act was tha PFCP$ dtached to land
leased on @ap shaes be diided betveen landener and tenant,
in the same m@potions as the ap shae called br in the lease
Thus,for landavners to eceve moe of the alue of the PFCR’
attadhed to their landthey must negotiate adjustments in op-
shae leasesThe simplest method is tdhvange the cop shae
allotted to the landener An altemnative is to ©lang the shang
of input costssud as the cost ofttilizer.

Panelists indicted tha some landaners ae simpy discontiru-
ing the enting of their &mland in oder to“capture” the full
value of PFCH. Instead ofenting their landthese landaners
are tumning to custom seices to opeate their airms. They pay
opemtors (sometimes the same gen who had peviously been
a shae tenant) to peoim needediéld work, and pg input sup
pliers to male the @propriate gplications of etrtilizers and
pesticides.

According to panelistspot all landevners ae changng rental
rates or cop-shae leases toeflect the alue of PFCR atached
to their land Some mg be unavare of the aditional value the
PFCPS biing to their land Othes ma have pesonal or long-
term relationships with tenants thavould male sud lease
changes ingpropriate. Still othes mg find tha a lak of com
petition for land in local ental makets pedudes their eneyoti-
ating more adiantajeous leases.

Farm Act May Lead to . ..

Pronounced Chang e in Some Areas of Mana gement . ..

Management Panelists expecting
changes pronounced changes
Percent
More attention to marketing
and risk management 31
Greater adjustment of acreage
among crops 25
Use of new technologies 16
Higher land values and rents 13
Changes in production practices 5
More competition among renters 3

Farm manager and farm operator responses to the question: "What three
changes in the management of farm resources on the acreage you manage
do you expect to be the most pronounced in the next 5 years?"

... and Lasting Chang e in the Operating En vironment

Changes in economic Panelists expecting

environment changes to endure
Percent
Increased risk 31
Program changes 23
Increased importance of marketing 22
Higher land values and rents 10
Lower commodity prices 7

Farm manager and farm operator responses to the question: "What three
changes in the economic and financial setting for farming are most likely to
endure until 2000-2002?"

Whether landeners rengotiate leases or otherwise gkdan
tage of inceases in thealue of their landthe initidgion of
PFCPS has inceased the ealth of those Wwo ovn land
Panelists indiceed tha PFCPS$ ae being usedyblandavners for
widely divergent puposes.

Recipientsuse of PFCR does notpear to be guidedyta
belief tha transker payments will disppear in 2003 or tha
PFCP5 should bébanked” for use in gais of deressed
commodity pices. Somedm manger panelists indidad
they encouage their tients (avners) to use PFCB’to male
productiity-improving investmentssud as land leeling and
installing irigation and dainage systems. Other panelishew-
ever, indicated tha some ecipients of PFCB’ae using the
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proceeds to puhase aditional land or ggressvely bid for
additional rental aceage.

Marketing & Risk Management
In Sharper Focus

The 1996 Bm Act program danges hae afected &rm man
agement bgond simpy broadening options shcas which crop
mix to adopt. Bnelists ecaynized the inceased impdance of
marketing and its elaionship to pice fisks. Forty-one panelists
identified “increasing isks” as one of thémajor changes tha
have occured in the economic anth&ncial settingdr faming”
on the surey administeed for this stug. Panel discussions indi
caed a widesmrad belief thiathe 1996 Bim Act may lead to
greder fluctuaion in commaodity pices than has ocad in
recent yas.

Panelists gpressed a high \el of intelest in everue insuance
but the amount of insance will likely depend on thexdent to
which lendes require sut coverage and the amount of subgid
offered to poduces. For example when askd if they would
favor huying ciop insuance if it were not subsidied, mary pan
elists indicéed tha unless a lendeequird them to do sahey
would not.

Because the imptance of isk mangement is cuently widely
recaynized now may be the'teachable moment’for introducing
risk mangement topics lik speculton, risk transer, and isk
avoidance todm managers and opetors. It mg also be the
“commecial oppotunity” to develop and pomote pivate-sector
risk transker instuments.

Faming inteests undestandaly desie potection fom lov and
dedining prices without esticting their oppatunity to gain indk
vidual profits from rising piices. rm manaers and opetors
expect to design mketing stetegies tha will capture high
prices,while contiruing to tale selectie ad/antaye of govem-
ment-sponsa@d cop insuance pograms wen these pvide a
high piobability of net positve pgouts.

Although the stug of farmm opestors and mangers contibutes
important insights bBout curent and pospectve efects of the
1996 Fam Act, much moee information needs to be collected
and anajzed to fully undestand its implicions. For example it
is not yet evident wha will be the economic and digtution
effects of the income stams and wealth assoctad with
PFCPSs. Similaty, questions lout the dfects of #tacing pro-
gram benéfs to land and making thematiskrable require cae-
ful analsis. AM mangement decision maks, anaysts,policy
malers, and the pulic will continue to bllow these issuess
expelience with the mvisions of the 1996 &m Act grows.
Lyle P Stertz, ERS Coopetor (540) 636-8919 andarren E.
JohnstonUniversity of Calibrnia-Davis (916) 756-0870
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13 Cotton & Wool Outlook (4 pm)**
Feed Outlook (4 pm)**

Oil Crops Outlook (4 pm)**

Rice Outlook (4 pm)**

Wheat (4 pm)**
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