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MEMORANDUM FROM SECRETARY GLICKMAN 

I 

, I 

To: 	 Thurgood Marshall, Jr., 

Deputy Counsel and! legislative Directo 


I 
I 

Subject: ,The President's Civil, Rights Initiative 

I ' 


i 
I 
I' 

As the Administration prepares to :embark on its CivU Rights Initiative and an ambitious 
effort to promote racial healing in America, I am increasingly concerned about a 
growing enemy from an unlikely cOmer that unites civil rights advocates and opJ)9nents 
alike.. That enemy is Wicism. i ' ':r 

",.- ,- I 

, I


I 	 " " 
Given the Department of Agriculture's recent efforts to overcome a history of 
insensitivity to diverse employees and customers, I thought some practical, on-the· 
ground advice might be of some use to you, It's not the makings of a mOving speech, 
just some practical wisdom that rrtight actually get the job done~ Here's what Ive ' 
leamed from the trenches: !' 

I 	 , 

~ 1 ) Talk and walk at the same ~mJ. Most leaders are quite willing to say a few uplifting 
words in favor of civil rights, but precious few have followed it up with concrete actions. 

, Too often, the result has be6fi that when Ameri~a.'S leaders talk about improving civil . .~~;-;;a~~ rights, few people beHeve them, 1nd for good reason •• they h8V9.heard ~ all be/ore. 

IPl Jr In wading through USDA's p~oble)'ns, I quickly found that there)s no substitute for 
(,- ¥'\~ .~action. We set clear goals. We laid out an aggressive timeline, andwetre sticking to it. 

\rt.. v'tr The result Is credibility. From the People who run our agencies to the people who 
,_J \0 V 

I 

answer the phones, folk. "lear1y *ee that something real is happening. and they want to 
Qy"'"'~, be a part of it. . f i .~J.t 
\~_u 	 ,. , 
~. 2) Commissions need clear missions. If we swept together all the dust tha·t's settled on . 

OJ. ~r,.. the countless reports of past civil [rights commissions, all of Washington would sneeze. 
(y"'9..P JrM" It is useful to gather a braintrust\ ~ust make sure they have a, strict deadline and clear 
'(0 " I .. . 
~l~cl I . 
Ma..",4t~ 	 moreI'······,···· .' ...... "'," ..,..,.. ,...... ,. '.' ........ ,.,.,., ...... ','
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direction from the top that their dial~gue must be constructive. Without concrete, 
recommendations for action, it's alii just talk,' and we fuel the very cynicism that we're 
trying to root out. I'" 

J did establi:sh a civil rights commiS,~iQn atUSDA. It was headed by an esteemed career 
civil servant. They travelled the coyntry for 3 months listening not just to the experts, but 

,	real people..,---farmac.s,(l!,ml ,Am.~ri~~f.lSt and USDA employees. Given those 
perspectives. they delivered a 121rpage report'which"was, almost entirely a-series'of 
bullets recommending specifIC actions. ' 

I 

HeJe's a sampling of what they caine up with: 


, 	 I 

' civil rights report, there certainly ;.verebureaucrats who recommended we,form a 
committef~ to report on the committee's report and make recommendations on the 

. l, - recommendations. Instead, , dls~anded our civil rights commission and fo!!!,ed an' ' , ~ , action tealm~· I' 	 ') 

~	The da;;;;I receiv8\l th41 reJrtA went belore my enUre department and the media 
and announced that wii lIould immediately get down to business. This sustained the 
,I 	 ' 

momentum, and sincetfcle report contained a clear set of goals and deadlinesi people 
knew that they could expect - a,nd hold us accountable for •• quick, concrete progress. 

"'" 3) Leam to like paper cuts. Spe~ches are the fun part. But it's the dogged, day-to-day 
. staying on top of the specific ini~iatives that keeps the b~1I moving forward. , ' 

.. . ., ...................... . 	 more . 


Qiiminate the years-old brcklog of civil rights complaints in 120 days. 

•• ree~e all foreclosures ~ere a civil rights complaint has been filed until 
an independent review ~n be erformed. ' 

_. Make it a condition of e~ployment at USDA that every employee treat every 
co-worker and cus . uitab ,with dignity and f ' of. 

I 

... Establish a results-oriented National Commission on the Small Farm~I""rI.""'l"l.n 
I ,

together the threads of economicS, civil rights, and rural conditions and weave a 
national strategy to stem the ala~lng loss of America's small farms •• many of which 

~ori .. : 

Taken as a whole, these recommendations form a detailed road map for how USDA 
can get out from' under a history of discrimination and become a federal civil rights
'I 	 ' leader. '. ' 

~ Finally, when the report gets pas~ed up to you, be ready'to run. When I received my 
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I have a meeting every week with 'my top civil rights advisor. 't:te gets whatever ,',' 
ct!0urces he needs. His staff files

l 
a 20·page report everY week detailing tlii progress 

that's been made in each agency!.- on hiring, on complainIs resolution, on customer 
service. The results? A strong se~se of accountability throughout our ranks and crystal' 
crear progress. ; 

\ . , , 

~~ I :4) .Report iegUlady-,to.thB...shareb.Jld~.rs.'lf,we ask the American peo.pl~to., ~~t a~!de their
~"doubts and come along wi~h us inlthis effort. we've got to be a broken record and 

regularly Qold ourselves accountable to them for making real progress. ' -
Virtually every time ( give a speec1h I, talk about civ!l right!: Eventually, it s.inks in that this 
really Is a very big deal. I talk about tffii"b19 pIcture of America's racial divide, but I also ' 
catalog what we're doing about it.: People need to hear that we are making real 
progress. , 'I ,,' <, 

'~5) One small step per man is on~ giant leap for mankind. History will judge our Civil 
Rights Initiative by the simple meter of how Americans treat' one another and function 
as a society In the 21st century.l?ut the Chinese have a saying, ,'the journey of a ' 
thousand miles begins with a single step.' As leaders in this effort, we must plota· 

, methodical strategy and give people concrete ways that they can help 'piece our people 
back together. We change the w~r1d by each person changing their lillie comer of the 
wor1d •• in their home~, churches~ schools, workplaces. and communities. , ' 

I 
This is how we are finding some fiuccess in changing the culture of the Department of 
Agriculture. I hope that our experiences may be of some use in healing America's old 
wounds. ' ,I' 

I" 
, 

, 

. " . . . . I 
There willi always be a few rotten' apples in the barrel, but my belief is that the vast 
majority of Americans yearn to bE, called on in a meaningful way to be a part of the 
solution. 'roo many of us havee~perienced firsthand the pain 0,' mindless divisions. But 
100 many of us, too, have been given false hope by, uplifting words from our leaders that 
in the end tum out to be ,thin air. I 

" ,I ' 
This President and this Administration are uniquely qualified 'to rise above mere talk.' 
But if we are to give the American people hope, first and foremost we must give them 

• I,
action., t· A ' 


"l,. ! 

I 


~ 
I 

, I 
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MEMORANDUM FROM SECRETARY GLICKMAN 
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I 


To: Thurgood Marshall, 4r" 

" 	 . 

Deputy Counsel and Legislative Directo 	 '-V'" 
I 	 .. 

I 

Subject: The President's Civil Rights Initiative-

I 	 .~ 
I 

I 
, 

As the Administration prepares to: embark on its ClvH Rights Initiative and an ambitious. 
effort to plromote raciat healing in lAmerica, I am increasingly concerned about a., . 
growing enemy from an unlikely comer that unites civil rights advocates and opponents 
alike.. That enemy is griicism. I .'. .' 

.--	 .- I 
Given the Department of Agricult~re's recent efforts to overcome a history of 
insensitMty to diverse employees and customers, I thought some practical, on·the
ground advice might be of some ,use to you. It's not the makings of a mOving speech, 
just somEI practical wisdom that r:raight actually get the job done~ Here's what I've 
learned from the trenches: i 

~	1) Talk a.nd walk at the same UJ,B. Most leaders are quite willing to say a few uplifting 
words in favor of eMI rights, but precious fewhave followed it up with concrete actions. 
Too often, the result has ba6n ~at when Ameri~'s leaders talk about improving civil, . 

~\\\I~~d\r" rights, few people befieve them'land for good reason -- they have heard it all before. 

.. ."'~~Jr In wadin.g through USt>A's p~ob~ems, I quickJyfound that there is no substitute for 
Iii- .cttr .J:"'"'\ action~ VI/eset clear goals. We ~Id out an aggressive timeline, and we're sticking to it . 

.""'" V «1"- 'The result Is credibility. from the pebple who run our agencies to the people who • 

, . _J 'fO f ~ answer the phones, folk' t:1~ar1y see that something real is happening" and they want to 

~~'beapartofit. t!.. '. 

¥.~{J."'~2) Commissions need clear missions. If we swept together all the dust "that's settled on 


OJ. ~r,.vr the countless reports of p~st. c~iI rights commissions. an of Wa~hington ,WOUld sneeze.

t\'".'\ JrM." It is useful to gather a bralntrus~ just make sure they have a slnet deadline and clear 

~p , 	 . 

~t~J 

fV\o. ~ t.u..tS l' .. '.' ............ '.' .. . ....... " ................ " " ..................................... "- more 
Co.$. 
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direction from the top that their dialogue must be constructive. Without concrete 
. I 	 . 

recommendations for action, it's alii just talk, and we fuel the very cynicism that we're 

trying to root out. .
i 

I 
I did establish acMI rights commission at USDA. It was headed by an esteemed career 
civil servant They travelled the coUntry for 3 months listening not justto the experts, but 

. real peopfe...•·_faanecs.n~ral ..Am~~ans. and USDA employees. Given those . 
perspectives. they delivered a 1211pagereport which-was alti1c:ist entirely a·series.'of 
bullets recommending specific actions. . ..... 

. I 

I 

Here's a sampling of what they carne up with: . 
I 

(- Eliminate the years-ofd b~Cklog of civil rights complaints in 120 days. 
! .

•• ree;ze all foreclosures wf,1ere a civil rights complaint has been filed until 
an independent review can be rformed. 

I . • I . . 

•• Make it a condition of employment at USDA that every employee treat every . 
co·worker and cust • I uitab, with dignity and r . ct. , 

I 
.... Establish a results-orienled National Commission on the Small Farm.;;o"b~.LI 

together the threads of economics', civl1 rights. and rural conditions and weave a 
national strategy to stem the alarming loss of America's small farms •• many of which 

• 'ft Imlnorh1· •. : 
I 
I .. 

Taken as a. whole, these recomm~ndations form'a detailed road map for how USDA 
can get out from under a history 0' discrimination and become a federal cMI rights 
~ade~ " . . . 

~ Finally, when the report gets paSS~d up to you, be ready to run. When I received my 
" cMI rights report, there certainly \Verebureaucrats who recommended we. form a . 

committee to report on the committee'~ report and make recommendations on the 
" recommendations. Instead, I dlsb~nded our civil rights commission and fo!!!,ed an ~ action team~ . i ' 

. ~ The da~I receivllll th, re~ ~t before my entire departme~t and ~e media. 
. 	 and announced that wil "ould Immediately get down to business. This sustained the 

momentum, and since t~e report Pontained a clear set of goats and deadlines; people 
knew that they could expect - and hold us accountable for - quick, concrete progress. 

. " 	 I 
""v 3) Learn t<) like paper cuts. Speebhes are th~ fun part. But it's 'the dogged, day..to-day 

. . staying on top of the sp.ecific initi~tives that keeps the ball moving forward. . . 	 I· . 

I 
I 

. I 	 ~~ .......................... r............................ · .......... . 
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. I have a meeting every week with my top civil rights advisor. ets whatever 
t.@!.0urces he needs. His staH files a20-page report every week detailing e progress . 
that's been .made in each agency -t on hiring, oncomplainls resolution,on customer 
service. The results? A strong sense of accountability throughout our ranks and crystal 

I 	 . 

clear progrcass~ 	 - i . ..... 
\ . . . I . 	 . . 

.~'" J: 4) .Repod /tegulady..to. the~hare..~.O;d1!'rs. ff. we ask the Americ~n peo.plEtto ~~t as~de the,ir 
~.. doubts and come along WIth us tn this eHort, we've got to be a broken recoro and .. .

I . 	 . . 
regularly Qold ourselves accountable to them for making real progress. . 	 . 

! 

Virtually every time I give a speech.l, talk about civ~right!: Eventually, it $inks in that this 
really is a very big deal. I talk about the=6tg picture of America's racial divide, but I also 
catalog what we're doing about it. reopie need to hear that we are making real 
progress. . . . i. .. 

~	5) One small step per man is one ~iant leap for mankind~ History will judge our Civil 
Rights Initi.a.tive by the simple meter of how Americans treaf one another and function 
as a society In the 21st century. But the Chinese have a saying. "the journey of a· 
thousand mi1es begins with a sing~e step.' As leaders in this eHort, we must plot a 
methodica~ strategy and give people concrete ways that they can help piece our people 
back together. We change the wOl1d by each person changing their little comer of the 
world •• in ltheir homes, churches, ~chools, workplaces, and communities, 

This is how we are finding some s~ccessin changing the culture of the Department of 
Agriculture. I hope that our experi~nces may be of some use in healing America's old . 
wounds. !' . . 

There will ;always be a few rotten ~pPles in the barrel, but my belief is that the vast . 
majority of Americans yearn to belcalled on in a meaningful way to be a part of the. . 
solution. Too many of us have experienced firsthand the pain of mindless divisions. But 
too many ()f us, too, have been given false hope by upiifting wo'rds from our leaders that 
in the end tum out to be thin air. I..· . 

This President and this Administr~tion are uniquely qualified·to rise above mere talk •. 
But if we a.re to give the Americanl people hope, first and foremost we must give them 
action~ .. . t j J. . 

, 	 "'l.. .I 
. ~ 1 	 . . 

I 

. I 

'I 

I 

• '.' •• , •• , , ••••••• , ..•••• ' , , • 'I ' • • •••• '. ' • • • , .••.•• , • . • . • . . • • • , , , • • • • • more 
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THE SECRET OF AGRICULTURE 

WAS+'NGTON, D.C. 
I 

20250'0100 

March 27,1999 
i 

MEMORANDUM FOR THE PRESIDENT 

From: Secretary Dan Glickman I 

j 

Subject: Farm Program Recommendations 
! 

, I I 
I 

I recommend that you announce a farm program initiative that includes 1) income 
,enhancement 2) crop insurance reform, 3): a program to idle farm land for three to five, 
years, 4) extending the dairy program', and 5) on-farm storage 

. , , I . 
After a generally healthy farm economy oyer most of your Administration, farm prices have 
dropped dramatically, both in amount anq the rapidity with which they receded from their 
highs. While many of the aggregate indicators of the sector's financial condition show 
only moderate signs of stress - largely be~ause of the increased government payments 
USDA will make this year from the emergency aid you secured in last year's omnibus 
appropriations bill and the continuing strength in the fruit, vegetable, and horticultural 
segments - traditional field crop and live~tock farmers are realizing prices far below their 
ave,rages for the 1990's. The repercussioris of these trends are beginning to evidence 
themselves in eroding land values, highe~ debt levels, and extremely tight cash flows. 

I.. . '. ' 
I 

As prices stay soft" these trends will sprea8 and worsen and will manifest in growing public 
and congressional attention to the problerjn. Already, in fact, many in Congress, on both 
sides of the aisle; foresee another disaster~type bill this year; clearly the Democrats in the' 
Senate want farm program changes and eyen some Republicans have begin to break with 
their party's generat aversion to revisiting!the 1996 farm bill. - . 

. I 

To date, the proposals we have advanced mainly concern reforming crop insurance 
coupled with items that involve minimal,! or no, additional resources. We need to' 
continue those efforts and they should be: a part of your initiative. However, even at its 
best, a strengthen,ed crop insurance progiram, and one that includes new methods to insure 
against price and revenue declines, will r;lot respond adequately to the weak 'prices that . 
will fall across the agricultural sector for the duration of your Administration. Moreover; if 
we are to offer a credible response tothe'growing crisis in agriculture, we have to be. ' 

I . 



Farm Program Recommendations 
From Secretary Glickman 

March 27,1999 
,I 

I 
I 

I 

prepared to devotE! commensurate resour~es. 
, .' . I . 

i ' . 
The initiative will cost $2.5 to $3 billion ~nnually, though the final figure can be adjusted, 
upward or downward, based on how the variables of each of the components are put 
together. While some portion of this cost could come from USDA's existing budget, not 
all of it can, and in fact, I would recommknd that only a nominal amount come from ' 

, . . I 	 I 

, reallocating USDA's funds. Most of the f~lrm program spending in the USDA budget are 
'. 	 I·

income support'payments, thus they would have to be the source of off sets. But if a new 
initiative is to enhance farm income, it s~ems counter productive to diminish existing 
income support payments. I 

, 	 . , 
i 


The main elements of the initiative are s~mmarized below:
I ' 	 . 

! . 
. . I 

• 	 INCOME ENHANCEMENT: Under this program, USDA would make a payment 
when the gross income from a crbp falls bya certain percent under the average of ' 
the preceding five years. For example, if the gross income for corn farmers in 1999 
falls 30% under the average of th,e last'five years, USDA would make a payment to 
compensate for the decline. Theiprogram would apply to all the major field crops. 

. . 	 J 

USDA examined such a program! during consideration of the FY99 omnibus 
appropriations bill. Based on thJ30% threshold cited above, the cost would have 
been about $1.8 billion per yearl I recommend designing such a program to spend 
about $1.5 billionannually. i 

The Administration's most salie~t critiCism of the 1996 farm bill, the one that 
I 	 . 

resonates best; is that the bill lariks the counter cyclical protection of past programs 
- it fails to increase income sup~ort payments when prices fall. This program, to 
run for the rest of the life of the turrentfarm bill, responds to that criticism and does 

, so without raising some of the ~oliCY objections of other alternatives, most notably 
increasing commodity loans. .i 

, I . 
• 	 CROP I r-.JSURANCE: We need to continue pursuing crop insurance reform; 

however, it alone can not respdnd to all of the problems beginning to beset the farm 
economy . .It should be a comPbnent of your initiative, but not necessarily the . 
center piece. . '. 

I recommend a $1 bfllion crop/insurance initiative, consisting of increased pr~mium 
subsidies for the higher. levels ~f coverage, known as buy-up coverage, including 

I 
1 Page 2 of 4 

I, 
I 
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I 
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Farm Program Recommendations 
. From Secretary Glickman 

March 27, 1999 
i
I . 
I 

revenue insurance; improving the ~on-insured assistance program (NAP); and 
livestock protection. This in'itiative:would actually cost more than $1 billion, but I 
think we could propose some changes to the basic crop insurance coverage, known 
as CAT for catastrophic coverage, t~at would off set some of these costs. ' 

, 	 . 

• 	 LAND IDLING: The Administration! should recommend a program to pay farmers to 
idle farm land for three to five year~ if they agreed to implement conservatio!", 

. practices on the land during that p~riod. Modeled on the existing Conservation 
Reserve Program (CRP), that requir~s farmers to idle their land for ten years, this 
program would cost about $200 mi1llion per year. . 

I 

When first considered by the Admihistration during the disaster bill debate, the 
proposal was designed to helpfarrrlers whose land wassubmerged temporarily or 
unproductive because of disease, s~ch as wheat scab or Kamal bunt. It still would 
apply to those purposes, and whilel achieving conservation benefits, it would also 
help respond to the growing surplu~ses depressing crop prices. . 

i 	 ' '. 
• 	 DAIRY: The dairy price support program ends December 31, two years before the 

I 

rest of the farm bill. The Administration should propose extending the dairy price 
support program for two years at $10 per hundredweight, a slight increase over the 
current leVE!/. Compared to the pr~sent program, this would cost about $25 million 
per year; compared to no program,! this would cost about $100 million. .. 

After hitting record highs in Decerrlber, milk prices have plummeted. In February, 
they registered their sharpest one-~onth drop ever and production is significantly 
above year··earlier levels. The farm bill requires a milk marketing order reform plan 
,from USDA by April 4. While thisiplan, and milk marketing orders generally, are 
not price. supporting mechanisms, its issuance and the drop in dairy prices will fuel 
the likely congressional debate over whether to pflrmit USDA to implement the plan 
'- Congress has until September 30: to block it. At the same time, several state 
, legislatures are seriously considerihg joining the existing New England dairy 

•• I '.. 
compact or formmg their own ne~ ones.. 	 , . 

, ! . . 
In short, all of these events mean trat the debate over dairy policy will surface this 

. year and extending the price support program will not only offer dairy farmers some 
'. stability and price protection, it Willi get the Administration in front of the debate .. 

I 
I 	 . 

• 	 ON-FARM STORAGE: The Administration should propose an on-farm storage . '. -I . 

I 
rge 3 of 4· 'I~ .. 



Farm Program Recommendations, 
From Secretary Glickman 

March 27, 1999 ' 

I 

program that would enable USDA t~ finance the construction of such facilities. At 
$50 million per year, USDA could ~inance about $1 billion worth ofsuch facilities, 
which would help farmers by allowjng them to store their grain during times of low 
prices rather than being forced to sell. ' 

, " I ' 
In addition to the above discussed items, t~e Administration should continue pursuing 
several other, lower or no cost reforms, inCluding: mandatory livestock price reporting, 
extending commodity loans,greaterplantihg flexibility for fruits and vegetables, haying' 
and grazing reform, and strengthening protections for livestock producers and farmers who 
join cooperatives. II 

I 

, I,, 
Finally, there are a couple of administrativ~ actions that could help exports: 

I ' 

, I 

• EXPANDING DONATIONS: I think we should expand the wheat donation program ' 
I ' 

you announced last summer to inClude other commodities. Under the existing 
program, USDA has moved almost three times as much food aid as it did before the 
program. If we applied the same diteria used to justify starting that program, 
soybeans, soybean meal, and soybean oil would likely qualify. Although they are 

. .' I 

not as applicable to donations as wheat, we can use them in certain countries and, 
from a domestic stand point, the drop in soybean prices this year is likely to be the 
sharpest of the major crops. " i ' , 

.- SANCTIONS: I know the issue of sanctions, particularly with respect to allowing 
grain shipments to Iran, has underg6ne extensive debate within the Administration. 
The,agricultural community would ireact very favorably to any action you take to lift 
or otherwise ease sanctions, either broaoly speaking, or just in this one case. 

I 

I 


I 

I
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Farm Program Recommendations 
. .! 

, 

• 	 INCOME ENHANCEMENT: Under this program, USDA would make a payment 
when the gross income from a cropifalls by a certain percent .under the av'erage of 
the preceding five years. For example, if the gross income for corn farmers in 1999. 
falls 30% under the average of the ':ast five years, USDA would make a payment to 
compensate for the decline,. The p~ogram would apply to all the major field crops. 
Based on the30% threshold, the cQst would be about $1.5 billion per year. 

• 	 CROP INSURANCE: The Administration should pursue a $1 billion crop insurance 
initiative, consisting of increased p~emium subsidies for the higher levels of 

. coverage, known as buy-up coverage, including revenue insurance; improving the 
non-insured assistance program (NAP); and livestock protection. This initiative 
would actually cost more than $1 .Qillion, but with changes to the basic crop 
insurance coverage, known as CAT for catastrophic coverage, that would off set 
some of these costs, the annual cost would hit the $1 billion estimate. . 	 . . I '. 

• LAND IDLING: The Administration should recommend a program to pay farmers to 
. idle farm land for three to five years if they agreed to implement conservation 
practices on the land during that period. Mod~led on the existing Conservation 
Reserve Program (CRP), that requires farmers to idle their land for ten years, this 
program would cost about $200 million per year. 

I 

• 	 DAI RY: The dairy price support prqgram ends December 31 t two years before the 
rest of the farm bill. . The Administ~ation sholjld propose extending the dairy price 
support program for two years at $10 per hundredweight, a slight increase over the 

. 	 I 
current levE~L Compared to the pr~sent program, this would cost about $25 million 
per year; compared to no program~this would cost about $100 million. 

• 	 .ON-FARM STORAGE: The Admini1stration should propose an on-farm storage 
program th:at would enable USDA ~o finance the construction of such facilities. At 
$50 million per year, U~DA could finance about $1 billion worth of such facilities, 
which would help farmers by allo~ing them to store their gr~in during times of low 
prices' rathE~r than being forced to ~ell. . . 

I, 



Farm Program Recommendations 
, 

I
, 

' 

,i , 

I 	 ' " 

• 	 INCOME ENHANCEMENT: Under ~his program, USDA would make a payment 
when the gross income from a crop :falls by a certain percent under the average of 
the preceding five years. For example, if the gross income for corn farmers in 1999 
falls 30% under the average of the I~st five years, USD.A would make a payment to 
compensate for the decline. The prpgram would apply to all the major field crops. 
Bas~d on thE~ 30% threshold, the cost would be about $1.5 billion per year. 

" , 
I 

• 	 CROP INSURANCE: The Administration should pursue a $1 billion crop insurance 
initiative, consisting of increased pr¢mium subsidies for the higher levels of 
coverage, known as buy-up coverage, including revenue insurance; improving the 
non-insured assistance program (N~P); and livestock protection. This initiative 
would actually cost more than $1 bi,"ion, but with changes to the basic crop 
insurance coverage, known as CAT for catastrophic coverage, that would off set 
some of these costs, the annual costiwould hit the $1 billion estimate. 

.' LAND IDLING: The Administration ishould recommend a program to pay farmers to ' 
idle farm land for three to five years! if they agreed to implement conservation . 
practices on the land during that pe~iod. Modeled on the existing Conservation 
Reserve Program (CRP), that requires farmers to idle their land for ten years, this 
program would cost about $200 mi(lion per year. ' 

, I 

• 	 DAIRY: The dairy price 'support pro~ram ends December 31, two years before th~, 
rest of the farm bill. The Adniinistration should propose extending the dairy price 
support program for two years at $10 per hundredweight, a slight increase ov~r the 

/ 	 current level. Compared to the pres,ent program, this would cost about $25 million 
per year; compared to no program, this would cost about $100 million. 

, 	 i ' 
I 

• 	 ON-FARM STORAGE: The Administration should propose an on-farm storage' 
program that would enable USDA t9 finance the construction of such faCilities. At 
$50 million !per year, USDA could f~nance about $1 billion worth of such facilities, 
which would help farmers by allowing them to store their grain during times of low 

, 	 I 

prices rather than being forced to sell. , 	 , I 
, 	 I 

I 

I 



I 
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Mky 20,1997 
Il . . 

MEMORANDUM FOR THE PRESIDEtjJT 
I 

From: Selcretary Dan Glickman I . 
I 
I 

Subject: Progress on Civil Rights at t . . I 
. I 

i 
i 
: 

Since my January 27,1997 merhorandum to Chief of Staff Bowles, the Department 
of Agriculture (USDA) has established a Civil Rights Implemen~ation Team (CRIT) 

. to implement the 92 recommendations in the Civil Rights Action Team (CRAT) 
Report I commissioned last De~ember and which I received February 28, 1997. 

Under the ~cting assistant sec~etaryfor administration, who served as the CRAT 
leader, the CRIT, composedi of 300 employees in 33 sub-teams, will have 
implemented approxima~ely on~-half of the CRA T recommendations and by the end 
of this September, most of the irest will be in place. . 

, . i ' 
, 

I am attaching to this memoranpum the fUll CRA T report as well as the most recent 
weekly CRIT progress report. : The .department has been involved in a number of 
related events. Below, I have summarized some of the most significant: , . 

U.S. COMMISSION ON CIV/~ RIGHTS AUDIT 
. I . 

On April 4, I met with Mary Frahcis Berry, Chairwoman of the Commission on Civil 
Rights. Ms. Berry shared her continuing concerns about whether USDA has 
sufficient resources dedicated !to civil rights in program delivery and outreach, that 
a culture exists within the dep;artment that is unreceptive to diversity and change, 
and about the lack of good leg'al assistance in the area of civil rights from the office 
of the general counsel. 'explained to her what we are doing to address these 
issues. She and I agreed thatithe commission will continue to monitor these issues' 
and will conduct a civil rights ~udit after October 1998. '. 

CONGRESSIONAL SLACK ibAUCUS HEARING 
i . 

On April 16; ., met with members of the Congressional Black Caucus (CBC) to . 
. I. . . 
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I 
discuss the CRAT recommendations and implementation. The CBC raised several 
specific issues including: thei backlog of program and employee complaints, 
providinf) legal assistance on bivil rights, ensuring accountability for those who 
discriminate, and departmental/policy on foreclosures and making fann operating, 
loans when the bor~ower has alleged discrimination. 

. . , ' 	 . I . 

On April 23. the CBC held a he~ring focused on these issues of discrimination that 
I 	 . 

CBC Chairwoman Maxine Waters chaired. She was joined by Representatives 
Bennie Thompson, Sanford Bi~hop, William Clay, Elijah Cummings, Danny Davis, 
Jesse Jackson, Jr., Eddie Bernice Johnson, Cynthia McKinney, Donald Payne, 
Robert Scott, Albert Wynn, Sheila Jackson-Lee; John Conyers, Eva Clayton, Donna 
Christian-Green, Eleanor Holmes Norton, Juanita Millender-McDonald and William 

I 	 " 

Jefferson. ,House Minority Le~der Dick Gephardt made a surprise appearance. 
I 
I 

Farmers at the hearing questi,'oned whether USDA is working quickly enough on 
CRAT impiementation, stated that the USDA loan program was unresponsive to 
black fanners, and that they h'ad received racist threats. The fanners also stated, 
their contention that USDA is ~t the center of a conspiracy to take their land. They 
were concerned about a con,tinued decline in the number of black fanners and 
about the lack of loans for this spring's crops. 

I 
~ 	 ; . 


I 


BLAC.K FARMERSRALLYAT USDA 
, 	 I 

I 

Prior to the April 23 CBC hea~ng, several hundred black fanners rallied outside of 

USDA headquarters that fe~tured Representatives Maxine Waters and Bennie 

Thompson, and John Boyd, Piresident of the National Association of Black Fanners. 

Speakers were 'concerned a~out the declining numbers of black fanners and one 

speaker stated if the current t'rend continues, there would be no black fanns by the 

year ~moo. Farmers charge~ that USDA was not doing enough, fast enough, to 


. satisfy them. They stated th~t discrimination and lack of access to capital were key 

reasons for the declining nUl'Dbers. They also charged that USDA was not making 

money available to them in time to plant their crops this spring. 

I' , 
I 

CREtJ/T, 
. 	 , i , 

USDA's credit programs continue to be near the center of many of the civil rights 
concerns with which I am d~aling. . , 

I 
Virginia's S~nator Robb anq Lieutenant Governor Donald S. Beyer, Jr., asked me 
by telephone for emergency aid for black farmers who need loans this growing 
season. USDA has now 'freed up this money so it is available to the fanners. 
USDA is securing guaranteed loans from banks to provide immediate aid to the , 	 , ' 

I 

I 
I 
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farmers. Last week, senior U$D4 credit officials met with represent?tives of Virginia 
banks, black farmers, and otherslto facilitate providing operating credit this planting 
season. Also, the pending supplemental appropriations bill includes funds to 
provide an additional $110 millio'n in guaranteed loans this fiscal year. , 

I 

I 

I issued two directives the wee~ of April 21 freezing foreclosures at all stages of 
processing until all charges of qiscrimination are investigated by an independent 
review team. This is a more stringent civil rights protection measure than USDA has 
had in the past and a step further than the policy I announced last December. In 
the second directive, I changedl other loan processing actions to make sure loan . 
processing continues when a discrimination complaint is pending. Further, if a loan 
applicant: alleges discriminationiand his orher application is being process by the 
USDA employee against whon;, the charge is made, another loan officer must 
process the application. If USDA cannot approve a loan, the applicant must be 
advised, in a meeting and in writing, to explain why the loan application was denied. 

. I '.' 

COMPLAINT BACKLOG· I 
In early April, the department 'began dealing with the backlog of at least 2,000 

. discrimination complaints. The Inew civil rights division has 12 sub-teams working 
to eliminate the backlog of 550 program discrimination and 1,450 equal employment 
opportunity complaints. Cases that can be dismissed will be; cases with incomplete 
investigations will be mediated,lsettled or assigned for completion of investigation; 

. and caSl9S that have possible cause will be settled or decided. My goal is to resolve 
those cases tnat can be resolv~d by the first week of June. 

. I 

. . . I'. ' 


Howev€lr, the backlog issue may be, worse th~m I had originally thought. Files are 
disorganized and, in some cas~s, have not yet been located. Officials have as yet 
been unable to· reconcile some records. But in many cases, because employees 
andcu5>tomers have filed morel than one case, if the department handles one case, 
5 or6 cases may be settled. I .. 

. . I 

I 


. The new civil rights division officials are working to streamline the basic complaint 
process. When the new pro.cess is in place, all civil rights information will be 
merged into a centralized dat~ base. This will help the department respond and· 
resolve any future civil rights complaints in a more timely manner. The goal is to 

I . 

have the new system in place1by August 1. 

!SETTL.EMENTS i . 
I 
, 
I 

The department has settleq three major complaints from farmers' who were 
discriminated against by the former Farmers Home Administration, including the 

, . J . . . 
. 

. j. .. . 
. 
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case of the president of the Nati~nal Black Farmers Association. These settlements 
total $1,195,000 in payments and $442,000 in debt write-offs .. The settlements 
underscore USDA's commitme~t to quickly and fairly resolve legitimate civil rights 
complaints: I hope there will be: more settlements in the future. . 

I 
! 

In summary, I have made the ch{iI rights issues at USDA my top R~ori1'4 We have 
many dedicated employees whO, are working diligently to address ( e long-standing 
and entrenched problems here~t USDA. In addition to addressing the root causes 
of these problems and instituting long-last organizational change, I have stressed 
diversity and commitment to civil rights in my recommendations to fill the openings 
in top leEldership positions. ! 

1 . 

I 

appreciate your continued int~rest and ask for your continued support. 
. I 

Iattachments: I 
I 
I 

I . 

Civil Rights at the United States Department of Agriculture: A Report by the 
Civil Rights Action TeadJ, February, 1997. . . 

I 
Civil Rights at the Unit~d States Department ofAgriculture: Civil Rights 
Implementation Team progress Report Number 4, May 16, 1997. 

i 

cc: 

Erskine Bowles, Chief qf Staff to the President 
. Sylvia Mathews, Assistant to the President and Deputy Chief of Staff 
. Bahm Emanuel, Seniorl Advisor to the President .. 

. Kitty Higgins, Cabinet ~ecretary 

~. f~v:e.1t.r of Public liaison fAJf) A

/100... fI:,.. ~ -...... ~1. W ...,.,......~_ 
~. . "'(.. tv/~ ~ . tore.. 
CM- ~ :.. 

. .. . . . 
. . !J-J~__ .. . . 

. . 
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THE SECREliARY OF' AGRICULT'URE 
I 

WASHINGTON, C,C, 

1202$0'0100 

M~y 20,1997 
, , 

MEMORANDUM FOR THE PRESIDENT 
I 
I ' 

From: 
, 
Secretary Dan Glickman : 

I 
1 

Subject: Progress on Civil Rights Jt t 
, I 

i 
, 
I 
I 

Since my January 27, 1997 me"1orandum to Chief of Staff Bowles, the Department 
of Agriculture (USDA) has established a Civil Rights Implementation Team (CRIT) 
to implement the 92 recommeddations in the Civil Rights Action Team (CRAT) 
Report I commissioned last Dec'ember and which I received February 28, 1997. 

" 'I ' ' 
I 
1 

Under this acting assistant secretary for administration, who served as the CRAT 
leader, the CRIT, composed lof 300' employees in 33 sub-teams, will have 
implemented approximately onefhalf of the CRA T recommendations and by the end 
of this September, most of the r.est will be in place. 

I 
I am attaching to this memoranqum the full CRA T report as well as the most recent 
weekly CRIT progress report. The department has been involved in a number of 
related events. Below, I have s,ummarized some of the most significant: 

U.S. COMMISSION ON CIVIL RIGHTS AUDIT 

, On April 4. I met with Mary Francis Berry, 9hairwoman' of the Commission on Civil 
Rights., Ms. Berry shared her continuing. concems about whether USDA has 
sufficient resources dedicated tb civil rights in program delivery and outreach, that 
a cultun~ exists within the dep~rtment that is unreceptive to diversity and change, 
and about the lack of good leg~1 assistance in the area ofcivil rights from the office 
of the general couns,el. I' explained to her what we are doing to address these 
issues. She and I 'agreed that t~e commission will continue to monitor these issues 
and, will conduct a civil rights apdit after October 1998. 

I 
CONGnESSIONAL BLACK ~AUCUS HEARING' 

, 1

I' '" , ' 
On April 16, I met with menibers of the Congressional Black Caucus (CBC) to , 
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I 
USDA's credit programs contihue to be nea'r the center of many of the civil rights . 
concems with which I am dealing. 

. I 
I. . 

Virginia,'s Senator Robb and Lieutenant Governor Donald S. Beyer, Jr., asked me 

by telephone for emergency aid for black -farmers who need loans this growing 


. season. USDA has· now freed up this money so it is available to the farmers. 

USDA is securing guaranteed loans from banks to provide immediate aid to the 
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, ',', 
farmers. L.ast week, senior USDAI credit officials met with representatives of Virginia 

. banks, black farmers, and others to facilitate providing operating credit this planting 
season. Also, the pending sup,plemental appropriations bill includes' funds to 
provide an additional $110 million in guaranteed loans this fiscal year. 

. .! . 
I 

, I, issued two directives the weekiof April 21 freezing foreclosures at all stages of 
, processing until all charges of di,scrimination are investigated by an independent' 

review'team. This is a more stringent civil rights protection measure than USDA has 
had in thEt past and a step further than the, policy I announced last December .. In 
the second directive, I. changed pther loan processing actions to make sure loan 
processinlg continues when a discrimination complaint is pending. Further, if a loan 

. applicant alleges discrimination ~nd his or her application is being process by the 
USDA employee against whom; the charge is made, ,another loan officer must 
process the application. If USD,A cannot approve a'ioan, the applicant must be 
advised, in a meeting and in writi7g, to explain why the loan application was denied~ 

, i 

COMPLAI/NT BACKLOG : 


In early April, ·the department Jegan dealing with the backlog of at least 2,000 
discrimination complaints. The new civil rights division has 12 sub-teams working 
to eliminate the backlog of 550 prbgram discrimination and 1,450 equal employment 
opportunity complaints. CasestHat can be dismissed wilrbe; cases with incomplete 
investigations will be mediated, s!ettled or assigned for completion of investigation; 
and cases that have possible ca~se will be settled or decided. My goal is to resolve 
those cases that can be resolved by the first week of June. 

I 

However, the backlog issue may be worse than I had originally thought. Files are 
disorgani,zed and, in some case~, have notyet been located. 'Officials have as yet 
been unable to reconcile some records. But in many cases, because employees 
and customers have filed more t~an one case, if the department handles one case, 
5, or 6 cases may be settled. : 

. i .' 

The new civil rights division offi~ials are working to streamline the basic complaint 
process. When the new proc~ss is in place, all civil rights information will be 
merged into a centralized data base. This will help the department respond and 
resolve any future civil rights cdmplaints in a more timely manner. The goal is to 
have the new system in place by Augustt. . 

, I 

I 

SETTLE.'MENTS 

The . department has settled t,hree major complaints from farmers who were 
discriminated against by the former Farmers Home Administration, including the 

I 
! 



Civil Rights Progress at USDA 
May 20,1997 
. Page 4 

case of the president of the Natidnal Black Farmers Association. These settlements 
total $1, '195,000 in payments a1nd $442,000 in debt write-offs. The settlements 
underscore USDA's commitme~t to quickly arid fairly resolve legitimate civil rights 

. complaints. I hope there will be more settlements in the future .. 

In summary, I have made the civil rights issues at USDA my top R~ori1¥." We have 
many dedicated employeeswhd are working diligently to address t e long-standing 
and entn:mched problems here kt USDA. In addition to addressing the root causes 
of these problems and instituti~g long-last organizational change, I have stressed· 
diversity and commitment to civil rights in my recommendations to fill the openings 
in top leadership positions. I·· .. 

i 

appreciate your continued interest and ask for your continued support. 


. I . . 

attachments: 
I 

Civil Rights at the Unite(J States Department of Agriculture: A .Report by the 
Civil Rights Action Tearr, February, 1997. . 

I 
I 

Civil Rights at the. United States Department of Agriculture: Civil Rights 
. I . . 

Implementation Team Progress Report Number 4, May 16, 1997. 

I 



"2 

.

THE SECRETA!RY OF AGRICUL.TURE , 
WtSHINGTON 

20215<>0100 

I 
MEMORANDUM[ TO THE PRESIDENT 

FROM. Se.retary Dan Glickman hY. 
SUBJECf. Civil Rights V;UDAN· 

t 

I want to let you know about the actions I h~ve taken to address concerns about racial 
discrimination at the Department of Agricul~. USDA is a vast, decentralized Departlnent tha~ 
has an unfortunately long history of civil rights and program delivery probh~ms. I am f111Iity 
committed to rooting out these problems, ~proving USDA's service to minorities and socially 
disadvantaged farmers and communities. Tfere is not a simple solution, but I will get the job , 
~~ I 	 ' 

i 
I 

This is an issue we have been struggling with for some time. For example, when I took office, 
the Department had a severe backlog of eq~ opportunity employment (EEO) complaints and 
we had completely inadequate systems in which to resolve these complaints. We have a focused, 
intensive effort to address this problem, and we are making significant progress, but obviously 
there are also other areas of concern that w~ 

I 

must address. . 

In fact, the recent press reports provide me with the opportunity to fix these problems. I am 
using them as leverage against the instituti~nal inertia that has hindered further progress. 

I 

Today Iestablished a Civil Rights Action ~eam, which will be headed by Mr. Pearlie Reed. 
Pearlie is a 27 year veteran of the Departm~nt ofAgriculture, currently the Associate Chief of the 
Natural Resource Conservation Service. P~lie's reputation as a leader and a manager is 
impcbable and hi:; selection gives strong ctedibility to this effort both within and outside the 
Department i ' 

I 

, I 


The ActionTeam will develop a plan by mid-February to address two fundamentally important 
issues - (l) civil rights complaint and enfotcement systems, and (2) improved program delivery 
to minorities and s.ocially disadvantaged fahners. In preparing this action plan, Pearlie will meet 
with and listen to Departmental staffand constituency groups. 

, ' , ,! 	 ' , 
I announced this action in a meeting this m~rning ofall subcabinet officers, their deputies, and 
agency administrators. I instructed them tQ give Pearlie.their full support. There will 'be some 
resistance to this e:ffort within the Departm~nt, but there will be consequences. I will hold the 
leadership of the Department personally acFountable for their vigorous cooperation with this 
e~~ 	 ! 

The creation of this Action Team does not relieve the Department's leadership oftheir personal 
" 	 I ' ' 

I 
I 



i , 
responsibility and accoWltability for proacti~ely dealing with civil rights and program delivery 
issues in their missi.on areas. There is no mbre important issue facing the Department. 

i 

. I. 


Earlier in the week, I issued the attached statement directing a1l USDA agencies, including State 
offices, to establish an Outreach Office, repdrting directly to the administrator or State Director. 
I also laid out a plan for a National. Dialogu~ to address both civil rights concerns as well as ways

I 

in which to improv'~ our partnerships with ~d program delivery to minority and socially 
disadvantaged farm.ers, an idea which was d~veloped in meetings with Ralph Paige of the 
Federation ofSouthem Cooperatives. Finally, I asked the Office of the Inspector General to 
investigate the particular issues recently raised in the press regarding our farm loan programs and 
civil rights complaints. I' 

I 

I subsequently issu,~ the attached memorart~um to oUr. State offices to express my deep concern 
about this Issue. G:iv~n the decentralized nature of the Department, I also expect to take 
additional action to make sure that my message ofcommitment, responsibility, and 
accountability reaches down to every coWl~ in the Nation. . 

. I '. 

I want to reiterate my commitment to addre~singthc?se problems, and I will continue to keep you 
apprised ofour actions. I' . 

I 

I 

I 


·1 
I 
i 
I 

http:missi.on


I 
THE SECRETARY OF AGRICULTURE ,. 

WASHINGTOI'I, D.C. 

I 202150'0100 

I 
March 12, 1997 

I 
I 

MEMORANDUM: FOR THE PRESIDENT . 

FROM SECRETARY DANGLICKMANi 
I 

SUBJECT: Our Telephone Conversatidn Yesterda 
. . i 

t 

I 

Mr. President, I have been reflecting on ~our call to me regarding farm issues. I agree with you: . 
There isa fair amount of anxiety around the country, and particularly in the South and Midwest, 
regarding the' extraordinary amount of c,hange in the agricultural sector. That anxiety in my 
judgement is based on three factors: : . 

j 

1. The Farm Bill The 1996 Farm Bill ~egins the process ofreducing and perhaps eliminating. 
programs, particularly for wheat, com, cotton, riCe and other row crops. The bill continues the 
process of removing government supports Ifor dairy, and makes additional adjustments in sugar and 
peanuts. Notwithstanding the bill's positi~e provisions on conservation issues, many farmers remain 
disturbed about the long term implications ofpossibly ending farm programs. 

,I 
. 2 •. Reorganization and Downsizing rue controversy concerning potential USDA county office 
closings is directly related to provisions dfthe 1996 Farm Bill which reduced the traditional Farm 
Service Agency workload~ and the current budget which includes fiscal year (FY) 1998 reductions 

i . . 
of 1 ,850 non-Federal county office staff years (Sy) and 269 Federal SYs. In fact, county office SYs 
are projected to continue to drop to a leve~ ofabout 4,900 by FY 2002, from a pre-streamlining base 
ofjust under 15,000 SYs in FY 1993. T:he budget also proposes to reduce USDA county offices 
from approximllLtely 2,500 in FY 1997 to ~o more than 2,000 by the end ofFY 1999. This is down 
from about 3,700 coUnty offices in FY 1993. 

. I ,
i . 

I have attempted to assuage CongressioQal concerns by writing to each member of the House and 
Senate, a copy is enclosed, to indicate; that (One), no specific office closing plans have been' 
approved; (Two), I am committed to working with Congress on this issue; and (Three), I will keep 
Congress apprised ofour plans. I also t~stified with this same message on February 26 and 27, to 
both the House: .and Senate Agriculture ~ppropriations Subcommittees;. . 

. '. I . . . . 

With respect to the immediate future, we:have developed a two phased approach. The first is to deal 
. . I 

with the FY 1998 staffmg reduction and office closure issue. We are currently reviewing budget 
. . . ! 
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. I 

options that could be offered to minimiz~ the affect on personnel. . The idea is to limit the SY 
reductions in FY 11998 which in tum would lallow us to stabilize the county office situation until we 
can complete phase two ofour plan, whicH is composed of two steps. . 

I 
I 

First, we will conduct an agriculture policy ifotum involving key policy officials from the executive 
and legislative branches of the Government. We need to reach a consensus, or at least an 
understanding, on the assumptions for key USDA programs from FY 1999 through FY 2002, the 
strategic goals forthe Department and howi these assumptions and goals relate to the Department's 
overall structure, and in .particular, to the! county based delivery system. We also need general 
discussion on the possible role ofGovernmlent in supporting agriculture beyond 2002. Further, the 
1996 Farm Bill mandates a Commission o~ 21st Century Production Agriculture. One requirement 
of the Commission is to identify the appropriate relationship of the Federal Govermi1ent with 
production agriculture after 2002. We antipipate convening this forum within' the next six to eight 
weeks. I 

I 

I 

I 

Second, we will proceed with a manageme*t study which would be based on the results of the policy 
forum, and also take into accourit previous studies and estimates done by the Department's bureaus, 
the recommendations of the recent Civil rughtsAction Team, and other sources. The study would 

I 

be designed to provide more precise infonnation with respect to appropriate staffing levels, number 
ofoffices, the crilteria for closing or maintaining county offices, changes needed to ensure efficiency, 
the role of county committees, and the appropriate time frame for implementing further changes.· 
The FY 1998 budget also calls for such a:study. We are planning to use an outside contractor for 
this study to ensure objectivity, as well as the perception ofobjectivity. We intend to work closely 
with the Office of Management and Budget on this. . 

I 

3.. Civil Rights Our ~ecent internal focus ;on civil rights enforcement of USDA has focused in part 
on the farmers in the historic county committee system. The Civil Rights Action Team which I 
appointed has given ~e an excellent report that recommends that I be given the power to appoint 
under-represented persons to county co~ttee posts, that the existing 12,000 county,committee 
staff people be made federal employees, ~d that you as President, through me~ take a much more 
direct role in the: appointment of FSAstate directors and FSA state committee persons rather than 
relying almost exclusively on recommen~ations from the state's congressional delegation. All of 
these recommendations represent signific~t change from the status quo and have made some ofour 
employees rather nervous. Nonetheless, I believe the recommendations to be correct. 

. . . I 
I 

.. To deal with all the concerns you and I difussoo, we are proposing to slow the efforts to consolidate 

. field offices and reduce staff further until ~e can sit down with key congressional leaders and OMB 
. officials and engage each other with resPect to USDA's delivery systems during the next decade. 
Structuring our delivery systems based ~xclusively on arbitrary budget numbers is certainly not a 

. complete way ofanalyzing our future res~urce needs. To get the proper buy-in from our USDA staff 
and fanners and ranchers; they need to kpow far better than they do now the "whys" ofour future. 



I 

I 
! 
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I 

. downsizing and the strategic plans for deliVbngour services in the. future. 

. I would point out that the reductions in itaffing and employees have also affected our rural' 
. I 

development functionstbut not as severely. [These people are federal employees and generally not 
affected by the traditional county office structuret although each State Director of 'Rural 
Development is a Presidential appointmentl.' Our conservation employees have been affected the. 
leastt largely because the farm bill dramatiJally expands their funCtions. Needless to saYt the fact 

'. • • I . 
~hat our consen:atton staffing IS n?t b~Ing r1educed at the same rate as the others has caused some 
Internal squabbhng by those working In thelFSA system. 

[" 

Deputy Secretary Rominger and I are well ~ware ofthe challenges we face in managing change at 

USDA. Working with Congress and our oWli staff, I am convinced we can sensibly and prudentially 


. continue to reinvlmt and improve ourselves and still remain committed to serve the needs of . 
production in agriculture. This'may mean that we slow down the downsizing process for a while 
until we get a oett.::r handle on our longer term strategic needs. 

Finally t the good news is that net farm Uicome, farm asset value and exports have all shown 
significant gains illl the past four years. I have spoken about these in recent speechest two of which 
are attached. Economically, the future of producing agriculture has never looked better. 
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THE SECRETARY OF AGRICULTURE 
i 

WASH.INGTON, D.C. 

aciaso-o I 00 
! 

I 

Wednesday,:Pebruary 17, 1999 
I . 

The Pr'esid~nt . 
The White House 
Washington, DC 20500 

Dear Mr. President: 

I would like to convey my strong suppqrt for the nomination'ofEdward W. Stim'pson for the 
position of U.S. R~presentative to the International Civil Aviation Organization. The position will 
be available March 2, 1999; as the current U.S! Representative has already submitted her resignation. 
This position is a Pre:sidential Appointment th~t requires confinnation by the United States Senate; 

I 

. I have personally known Ed Stimpson for the last 20 years during his long tenure as President 
and founder of the General Aviation ManufactUrers Association. I worked very closely with Ed as 
we wor-ked to enact the General AviationRevi~alization Act of 1994, which you signed in August 
1994. He played a pivotal role in the passage ~f that legislation and the restart of the.small aircraft 
industry in the United States. Since enactment of this legislation, over 25,000 jobs have been created 

I 

in the general aviation industry and productioq. of single-engine aircraft in the United States has 
nearly doubled. I 

Most recently, Ed was awardedin 199~ with aviation's most prestigious award, the Wright 
Memorial Trophy, presented "to a living American citizen who has contributed.significant public 
service of enduring value to aviation in the Urlited States." Ed served for seven years as the 

. I 

Chainnan of Embry Riddle Aeronautical Unh;ersity, and currently serves on the University'S 

ExecutiveCommitt(:e. He has literally spent Qis adult life promoting the advance of aviation. 

Ed has been involvedin international activitie~, including airport access, satellite navigation, 

environmental standards, and the hannonization of airworthiness standards worldwide. He has led 

trade missions.for the Department of Comme~ce and has represented the aviation industry on trade 

negotiations.' : . 


i 
Ed Stimpson has been involved in Democratic politics for decades. As a native of 

Bellingham, WA, Ed's political ~entors werd Senators Warren Magnuson and Henry Jackson. 
In fact, he hosted the first fundraiser in Amb~sador Tom Poley's career at his home in Georgetown. 



" 
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I. 
I 

I could notrecommend more strongly alcandidate for this nomination, representing the 
United States at the International Civil A viatioq Orgllnization. Ed is a friend, a mentor, a coalition 
builder and a leader to those who have had the privilege of worki with him. . 

. I 
I 

cc: Bob Nash 

I 
I 
I. 

I 
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THE SECRETA'1Y OF" AGRICULTURE 

. WASI-O:NGTON,O.C,
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20250'0100 

I 
I 

July 112, 1999 

I 

MEMORANDUM FOR THE PRESIDENT 

From: Secretary Glickman 

Subject: The Agricultural Outlook 

. i 

This morning, USDA released i;ts ~ost up:..to-date forecast for crops and iivestock', 
, In a word, the outlook is bearish. There i~ nothing in today's World. Agricultural Supply 
and Demand Estimates - USDA's primarY and most watched such report - indiCating any 
,significant recovelY in prices; instead, the:se estimates, absent some major and unforeseen' 
event, suggest weakness continuing throJgh the end of next year. 

.' I 	 . 

. . I· 	 .' 
The Department's chief economist provides mea summary of each month's report ' 

and based on our conversation today,l thought you would like to see it, so I have attached 
a copy; its'highlights: . . . . 

• 	 WHEAT: Wheat surpluses grew again in Juneandthis year's harvest, though 
smaller in acreage, may set a per !acre yield record; as a result of these factors and 
continuing sluggish exports,. USqA lowered its price projections 15 cents per bushel. 
from those ooe month ago. ; . 

I 	 . 
• 	 RICE: US rice production will set a record this year, but slack overseas' sales and 


growing domestic supplies pushJdprices down again' in June; USDA lowered its 

forecast:; to·15 cents per hundredweight, which would be the lowest since the 

1992-1993 crop. 


I 

• 	 CORN: Domestic corn supplies, climbed by 212 million bushels in.June to their 

highest level since 1992-1993, Jnd USDA dropped its price projection by.15 cents 

per bushel - portending the 10\\fest corn prices since 1986-1987. 


. .'. . . I .'. 	 '. . 

• 	 SOYBEANS: This year's harvestiwill be up 6% from last year, setting another record, 

. 	 I 

. and the harvest may still grow if yields also trend up, meaning that this year's $4.30 
per bushel average price will ~ the lowest since 1971-1972, and could go lower., 

. 	 I .' 
. '. 	 . 

I . 



I 


I 
I 

I 
I 	 -,

• 	 ,conaN: While USDA is prevent~d statutorily from projecting precise cotton 
price forecasts, USDA projects p"ric~s this year will fall to their lowest level since the 
early 1970's. ! ' 

I 
• 	 BEEF: USDA's next authoritative forecast of beef prices will be released july 16, but 

, ' 	 , I 

today's report indicates that production a'nd supplies continued to grow in June, 
indicating k)wer prices. i 

i 
I 

• 	 HOGS: After recovering slightly i~ recent months, today's report sees larger 
production andas a result, USDA dropped its price projection $5 from June's level. 

. 	 " 

• 	 DAIRY: Dairy prices actually held stead in June; however, they fluctuate annually 
-and wi II, in all likelihood, drop again next spring. 

, I 

In sum, this report adds u'rgency to the need to address the income pressures 
farmers face, and will to continue enduri~g through the end of 2000. 

attachment 

. ! . 
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Alrlculture INFORMATIONAL MEMORANDUM FOR THE SECRETARY 

0Ifice 01 Secretary 
FROM: Keith COllins : ~/ J~ f!dt---. JUL 12 1999 

0Ifice 01 the Chief Economist 1
Chief Economist ~ . 

14th & Independence Ave" SW . . I . 
washington, DC 20250 

. i 

SUBJECT: . July 12 Lockup;Reports 

IS.SllJ&: 
, 
I 
I . 

Today's forecasts of 199912000 production and use for U.S. crops and dairy, 1999 
and 2POO production and use ~or animal products, and revisions to 1998/99 supply 
and use data. The reports gen¢rally show larger production than last month-
notably wheat, rice, com, cott~n, and pork--and lower prices. . 

. I 

m.s.cUSSION: 
, 
I . 

The July 12 World Agricultuhil Supply and Demand Estimates report uses U.S . 
. area, yield, and production forecasts for winter wheat, durum, other spring wheat, . 
barley, and oats released today by the National Agricultural Statistics Service 

I 

(NASS) in Crop Production. forecasts of area planted and harv'ested for other 
crops (area planted only for CQtton) are taken from the June 30 Acreage report, but 
yields reflect time series analysis and judgment. Today's WASDE report also 
includes projections of U.S. livestock and dairy supply and use for the coming year . 
(2000 fQr animal products and: 1998/99 for. milk); U.S. sugar supply and use; the 
first USDA forecastsJo,r 1999{2000 supply and use of wheat by class; and the first 
individual country 199912000 $upply and .use forecasts for soybeans and products, 
rice, 2illd cotton. 

Wintf!r. Wbeat. ~ Winter wheat production is forecast at '1.67 billion bushels, up 4 . 
. . I 

percent from June, but dow~ ~1 percent from last year. Yield is forecast to be 47.0 
bushels per acre, up 2.3 bushe~s from last month and, if realized, a record. Record 
yields are forecast for the SRW states of Arkansas, Indiana, Kentucky, Louisiana, 
Mississippi, Alabama, and. Tertnessee. . . 

, t· 

i 
Sprinj~ wheat. Dururn production is forecast at 132. million bushels, down 6 
percent from 1998, despite a projected 9 percent increase in harvested area, as 
yields are down S~ 1 bushels pdr acre to 32.7 bushels. Lower 1999 production in. 
'California, Arizona, and Montana more than offsets a rise in'North Dakota, where 

. , , 

i 
i 
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the late-planted crop tnUls average -developm~nt. Other spring wheat production is forecast at 527 
million bushels, down less than 1 percent frohl 1998. ' 

All Wbeat. Total U.S. wheat production is forecast at 2.33 billion bushels, 50 million above the 
industry estimate. Projected U.S. 199912()()(j ending stocks of wheat are up 48 million bushels 
from last month as the larger crop and incr~ imports more than offset lower beginning stocks 
and larger domestic Illse. Carryover stockso~ June 1, 2000 are now forecast at.913 million' 
bushels compared with 945 million onJune Ii, 1999. The 1999/2000 projected price range is 

, down 15 cents on ~l:h end to $2.45 to $2.951 because of lower than expected early-season price 
and larger, ending stocks. The midpoint is$~.70 per bushel, compared with $2.65 for 1998/99. 

Rice. U.S. production in 1999/2000 is proj~ted at a record high211 million cwt, up 4 million 
cwt from last month and an increase of 23 mfllion cwt from 1998/99. Planted area is up from last 
month and yield is adjusted slightly higher lxfcause of a change in the distribution of reported area 

- by State and type of rice. Ending stocks in 1'99912000 are projected at 55.6 million cwt, up 4.5 
million cwt from last month and an increase bf nearly 25 million cwt from 1998/99. The 
199912000 season-average price range is lowbred $0.50 per cwt on each end to $5.50-$6.50 per 
cwt. In addition, thc~ season-average price-fdr 1998/99 is lowered $0.05 per cwt on the 16w end 
and $0.15 per cwt on the high end to $8. 70-~8.80 per cwt. 

i 
Com. Projected 199912000 ending stocks of corn are raised 212 million bushels this month to 
1,994 million bushels. If realized, this woula be the highest carryout since that of 1992/93. - , 
Reflecting excellent ,crop corfditions, prospective corn yield was raised to 135.8 bushels,or over,_ 
higher than the trend! yield used last month of 131.8. This yield change raises 1999 production by 
205 million bushels. Total use for 1999/2009 is up only 10 million bushels, as a , 
75-million-bushel increase in exports is large~y offset by lower domestic use. The projected price ' 
range for corn is down 15 cents on each end 'to $1.65 to $2.05 per bushel, with a midpoint of 
_$1 ~ 85 compared with $1.95 in 1998/99. 

U.S. 1998/99 corn exports are up 50 million 1bushels because of larger imports by a number of 

countries and lower forecast Chinese exports~ The bigger exports are more than offset by 

reductions in food-,seed, and industrial use and feed and residual use. The estimated price of 

$1.95 is down 5, cents from the midpoint of l~t month t s forecast price range. ' 


" I,, 
I 

Soybeans and products. Soybean productio~ is projected at a record 2,935 million bushels, 
more than 6 percent above last year, using a ltrend yield of 40 bushels per acre. As of early July, 
growing conditions are very similar to 1994/?5 when yields set a record of 41.4 bushels per acre. 

Despite larger production than indicated last month, ending stocks ,of soybeans and other oilseeds 
are little changed, with projected soybean s~ks of 590 million bushels slightly below a month 
ago. Improved U.S. soybean crush and export prospects, mainly for 1998/99, cut carryin stocks 

, by 35 million bushels to 395 million bushels! U.S. soybean and soybean meal exports in 1998199 

http:5.50-$6.50
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are increased to refl~t dwindling soybean exPort supplies in South America. Lower new-crop 
supply prospects for. that region. bode well for U.S .. exports in 1999/2000. 

The U.S. soybean season-average producer price for 199912000 is lowered slightly this month to 
$3.90 to $4.70 per bushel, with a midpoint of $4.30, the lowest since the early 1970's. The 
soybean m~ price, range is projected at $12~ to $145 per short ton, sharply below last year but 
slightly improved from last month. Soybean!oil, projected at 15.0 to 18.0 cents per pound, is off 
sharply from last month and last year and would be the lowest since 1986/87. 

Cotton•. U.S. cottOJ;! projections for 199912000 include larger production, exports, and ending 
stocks relative to lasI: month. 'The production forecast is raised 0.7 million bales to 18.7 million, " 
based on larger area reported in the June 30 1creage report. Exports are raised slightly due to the 
larger available supply. Ending stocks are now projected at 6.0 million bales, nearly 37 percent 
of total use, and the largest since 1988/89. 

I 

. 
. I

I 

I 
I 

Sugar•. Projected fiscal year 199912000 U.$. sugar production is increased 60,000 short tons, 
raw value, to 8.46 m.illion this month based qn highersugarbeet area. Projected deliveries are 
increased 100,000 tons to 10.25 million, based on revised trend increases. Sugar production in 
fiscal year 1998/99 is estimated at 8.23 million tons, up 1 percent from last month and 2.6 percent 

I. . 

above 1997/98. Exports and domestic consumption are increased due to larger than expected 
movement in April and May. The ending stdcks-to-use ratio is 14.5 percent, compared with last 

I . 

month's 14.3 percent ! , I 
,, 

Livestock. The beef producti,on forecast for :1999 is increaSed this month reflecting the large 
number of animals p:taced on' feed early in th~ year are marketed. Slaughter is estimated to remain 
above last year through the third quarter and bontinued heavy weights will boost 1999 production 
over 1998. Large supplies of meat are expec~ed to pressure cattle prices; forecast cattle prices are 
lowered slightly from last month. The release'of USDA's Cattle report on July 16 will provide a 
basis for reevaluating beef production into 2000. 

. ' I . 

I 

Farrowings in the se.::ond quarter and farrowi1ng intentions for remainder of the year as reported 
in the June 25 Hogs and Pigs; report are low~r than a year ago, but higher than anticipated, 
prompting increases in, forecast pork production for 1999 and 2000. Stocks are forecast to rise 
from 'their already high levels. Increased supplies will pressure prices; consequently, forecasts for 
hog prices are reducro from last month. The 1999 hog price was reduced $5 per cwt to about ' 
$31, and the 2000 price was reduced $6 to $36. ' ' 

I 

Poultry supply and use estimates are little ch4plged from last month .. 

Dairy. ' Demand' for dairy products remains strong and' the supply and use estimates are little ' 
changed from last month. Milk price for~ts for 1998/99 are raised to reflect recent strength in 
product priceS. . I' 
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SUMMARY: 
I 

- I 
Wheat 1999/2()()() production, use, and ending stocks are forecast higher this month. The wheat 
price forecast for 1999/2()()() was reduced ~d is now only slightly above 1998/99. Com 
production is raised. but domestic'use is forecast down and stOCks are up sharply. Soybean 
production and domestic use is raised fol' 19?9/2()()(), but forecast ending stocks are down slightly. 
Cotton production and exports for 1999/2<Xl9 are raised. Meat supplies and consumption are still 
forecast to increase in 1999, but fall in 2()()(), but supplies in both years are higher than previously 
for~st. Hog price forecasts were sharply ~uced. Higher dairy prices are encouraging milk 
production and increases are forecast for 1~8/99and 1999/2()()(). 

i 

Regarding prices: 	 ! 

1999/00 Price rorecast 	 LDwest Since 
I 

Rice $6.00 per cwt i 1992/93 
Com $1.85 per bu. • 1986/87 
Soybeans $4.30 per bu.: 

I 

1971172 
Cotton Not published. I . Early 1970's 

i 

cc: 	 Gus Schumach~r, FFAS 
Mike Dunn, MRP I 

.1 

I 
I 

i 
I 

. 	 f 
I 

I 
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Febru~ry 23, ~999 

MEMORANDUM FOR THE PRESIDENT 

, I 

FROM: Secretary Dan Glickrran 


! 
SUBJECT: The Outlook for the Farm Econom 

: 
! 

. ,
I 

The Department of Agriculture (USDA) s~ a much wea agricultural economy over the 
immediate to medium term than it did one y~ar ago. hile prices, exports, and income 
will gradually recover, the outlook for thi$ year and next, particularly; is especially bearish. 

, 
. I 

Released February 22, 1999, at its annual Outlook Conference, USDA's Agricultural 
Baseline Projections to 2008 -:- the most recent version of the annua'i 10 year projection . 
USDA releases~· depicts a dramatic reversal' from the conditions USDA foresaw just one 
year ago.. According to these estimates,I farm income will fa" $8 to $9 billion from the . 
1998 estimates" dragged down by lowe,f domestic prices and exports USDA now projects 
will be $15 billion lower over the next 10 years than the level estimated on year ago. 

I 
I 

While the overa'll U.S. economy is doing very well, the farm economy is struggling and will 
likely continue to struggle in the coming months. In 1.998, bad weather from California to 
Florida, very large global grain and soybean harvests, and the Asian slowdown combined to, 

reduce farm exports and commodity p~ces. Nearly $6 billion in economic and disaster 

'relief enacted last fall is helping many farmers through the leaner times. Unfortunately, 

exports and prices will be low in 1999!and farm financial pressure is likely to escalate. 


While. most observers, in the media, farm groups, and in Congress, have been aware of the 
slide in the fanll economy for several months - as evidenced by lastyea~s congressional 
debate on the emergency bill and, more recently, the crisis in hog prices - the release of 
this report, and the significant amoun~ of news coverage it has garnered, puts an official 
USDA imprimatur on the decline, reinforcing the growing restiveness in the agricultural 
community about both the economic outlook and the policy and politica', implications.' 

On the latter point, I have already be~n questioned repeatedly about the Administration'S 
. . ,. . 

i , 
I 
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plans for a FY99 supplemental.spending request for USDA, primarily for our farm lending 
programs, some of which have already exh~usted their original FY99 appropriations and all 
of which will be out of money in the next 4; to 6 weeks. Congress expects such a request, 
and many in the farm community have alr~ady begun pressuring Congress to act; I expecl 
that drumbeaUo increase in intensity. I ' . . ,'. . 

While I expect this to be the most immedi~te congressional manifestation of the growing 
concern about the 'farm economy's weakness, I also foresee more serious and attention . 
from Congress to the crop insurance reform initiative you announced in the State of the 
Union message, the continued dramatic structural changes in the livestock industry, and I 

. believe that there is a high likelihood that:Congress will again tum its attention to basic 
farm policy changE$. ' 

, 	 , 

I am reluctant to burden you with. a detail~d discussion of the analysts' projections; . 

however, because of the prospects that this situation will continue to attract both media 

and congressional attention, I think it is i~portant for you to have the following fairly 


, thorough overview of USDA's most current estimates. . 
. 	 I 

I, . 

Farm Financial Conditions. After strong ,~onomic performance in .1996 and 1997, critical, 
sectors of the farrn economy are undergoing the most severe financial stress of the decade. 
There are two fundamental causes for thIS weakness. First, farme~ and ranchers in many 
areas suffered. cmp production losses du~ to disease, drought, pests, flooding, and' 
excessive moistulre in 1998. Except for cotton, these crop losses .did not offset production 
increases elsewhere. Second, large U.S~ crop and livestock production and lower'demand . 

. focU.S. agricultural exports due to largeiglobal production, the Asian and Russian 
economic crises, and a strengthening U.1S. dollar caused agricultural commodity prices and 
incomes to pILln.~e and will likely contin~e to pressure prices during 1999. U.S. .' 
agricultural exports reached a record high of $60 billion.in 1996! This year; we project 
exports of only ~;49 billion. : 

Aggregate indicators of the agricultural ~onomy portray a sector with problems in some· 
.	areas, but generally financially performi,ng adequately entering 1999, primarily because of 

higher govemm4ent payments. Net cas~ farm income, while falling slightly in 1998, 'was 

still near the reGord high set in 1997: ',But, government payments to producers increased 

from $7.5 billion in 1997 to nearly $13 billion in 1998. The debt-ta-asset ratio of farm 

operators remained at about 15percent in 1998, compared with over 20 percent during 

the farm financial crisis of the mid-1980s. And, stable interest rates, low oil prices, and 

low inflation al1e helping to contain pr~uction expenses. ' . 


http:billion.in
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I 
Rising crop surpluses, continued low prices:, and declining incomes will contribute to 
increasing farm financial stress in 1999. Farm income which is projected to decline in 
1999, coupled with little or no increase in farm asset values, means farmers will have more 
trouble getting credit and those who do will use up a greater portion of their income ' 
servicing debt. Producers who struggled with cash flow in 1998 resulting from low prices 

, and adverse weather will see their problenls worsen in 1999. 
. 	 !. . 

Continued low hog, cattle, and field crop prices will place additional financial pressures on 
producers who specialize in the productio~ of these commodities and are already highly 
leveraged. Hog prnces could continue to remain below break-even levels for most producers 
for much of 1999, and cattle prices, which have been low for quite, some time, may still 
not be strong enoLlgh to return a,profit for!some producers. For principal crops, net income 
could fall sharply. For the trops to be har'/ested in 1999, net income from wheat, com, 
soybean, upland cotton and rice productiQn could drop to $17 billion, compared with over 
$19 billion in the 1998 crop year and the 

! 
average of $22.7 billion for the previous 5 years. 

i 	 . 

, Commodity Mark,ets. The following tabl~ shows USDA's official se~son-average price 
, estimates for the lcurrent crop year compared with other years of the 1990s: ' 

I ' 

i 

'Commodity 1990/91-97/98 Average 1998/99 Forecast Percent Change 

Wheat ($/bu) , 3.47 2.70 :-22 

Com ($/bu) 2.48 L95, -21 

Soybeans ($/bu) 6.16 5.20 -16 


-1 ' Cotton (cents/lb.) 64.7 64.2* 

Rice '($/cwt) 7.97 8.50 +7 

Fed cattle ($/cWt) 70.2 65.5 . -7 

Hogs ($Icwtl, 45.2 , 34.0 -25 

Broilers (cents/Ib) ,56.4 59.0 ' +.5 


, Milk ($/cwt) 13.5' 14.4 	 +7 
, I 
! 

(Note: Livestoc~;, broiler and milk priceS are for calendar years 1991-98, and 1999.) 
*Year to date; current prices are below;60 cents per pound. 


, i 


Crops. This se(!son, wheat prices are ~eing pressured by large stocks, a large winter wheat 
crop, and strong foreign competition. Yv'heat producers have reacted to the drop in wheat 
prices by reducing winter wheat plant~ acreage to the lowest level in 27 years. The drop 
in plantings should foster some recovery in wheat prices next season, which begins on July 
1st. However, substantial recovery in wheat prices is unlikely since U.S. wheat stocks at 
the end ofthe current season are proj~ted to be the highest in more than a decade. 

, 	 'I 
i ' 

! 
! 
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Corn and soybean prices also dropped sharbly during the 1998/99 season, which ends on ' 
August 31st for both crops. The prices of both crops are being pressured by large South 
'American production and weak exports. U,lS. carryover levels at the end of the 1998/99 
season are projected to be the highest in 6; years for corn and the highest in 12 years for 
soybeans. These high carryover levels will; likely prevent much recovery in corn and 

, 	 I 

soybean prices in the months ahead. 'I 	 " . 	 I . 

i, , 
Despite a 25-percEmt reduction in U.S. cotton production due to weather problems in 

, Califomia, Texas, clOd the Southeast, cottdn prices are down nearly 20 percent since early 
/ November., Strong foreign cotton competition and from imported textiles and apparel, 

declining foreign demand have contributer to lower exports, domestic use, and prices. 

In 1998/99, U.S., rice production was the second largest crop on record. All States 
produced larger rice crops in 1998, except California because of adverse weather there in 
1998. Somewhat larger U.S. supplies a~d increased foreign competition are placing , 
pressure on rice prices this season. ' Ric~ prices are projected to average down 14 percent' 
this season,compared with 1 year ago, 9ut remain above the average of the 1990s. 

I 

Livestock, poultl;f and milk. Record-large per capita meat and poultry supplieS and 
reduced exports to Asian countries depressed livestock prices in 1998. In 1999, meat and 
poultry supplies will again be record large and continue to pressure livestock prices. The 
drop in hog prices was especially severe! in 1998, with the farm price falling 65 Percent in 
December, compared to the same month a year earlier, as hog production reached 
slaughter capacity. Reflecting strong returns in'1996 and 1997, hog producers expanded, 
production which was up 10 percent in! 1998. Hog supplies will remain high through at 
least the first half of 1999.. For allof 1 ~99, hog prices are expected to average 25 percent ' 
below the average of1:he 1990s. 

Cattle prices had been expected to strengthen in 1998, following 2 years of herd , 
liquidation. However, low cattle prices and drought in Texas caused producers to continue 
to reduce their herds. For all of 1998,ifed cattle prices averaged 7 percent lower than in 
1997 and was the lowest price in the i~90'S. In 1999, fed cattle prices are projected to 
improve to nearthe level of 2 yea,rs ago, but still well below the average of the 19905. ' 

i 

,	Broiler prices dJid well in 1998, averaging 7 percent above the year,earlier, as production ' 
was negatively affected by below nOrrr:lal egg hatching rates. In response to the higher 
prices and a return to more normal hatching rates, broiler production is projected to be up 
about 5 percent in 1999. Growing c6nsumer demand will likely about offset the increase ' 
In broiler production helping to hold qroiler prices in 1999 above the average of the 19905. ' 

, , 	 ' 

i 
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Farm-level milk pric1e5 were record-high in 1998, averaging $15.38 per cwt. compared 
with $13.34 in 1997, as milk production was adversely affected by weather in California, 
Texas, and the Southeast. Dairy farmers appear to be reacting to the record-high milk 
prices and low feed costs over the past year by expanding milk production. After being up 
only fractionally for most of last year, milk production has increased sharply in recent 
months leading to lower milk prices. For all of 1999, farm-level milk prices to projected 
average about $1 per cwt. lower than last year but above the average of the 1990s. 

To summarize, after 2 years of record and hear record prices, exports, and income, the US 
agricultural economy is entering a period of significant weakness that will take at least 2 to 
3 years before reco,vering. The grains will continue under pressure, soybeans will fall 
sharply in price, and the livestock sector Y{ill remain, at best, relatively flat. While the, 
volume of US farm exports will stay at or near current levels, the value, because of low US 
and world prices, will fall significantly and absent major infusions of gov~mment spending, 
on the magnitude of what we witness last! year, farm income will soften considerable, 
putting very significant pressure on small .and medium sized farmers and accelerating the 
trends towards m()re bipolarization of the sector - increased concentration of fewer and 
bigger farmers, a scattering of small and very small,most part-time farmers, as the medium 
sized, what we normally consider the mainstay family farms, continue to be squeezed out 
of business. . . . .! . . .. . 

attachme'nts: 

excerpts from -

USDA's A,gricultural Baseline PrOjections to 2008 and, 

Outlook for US Agricultural Trade 
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US.DA.Agric~ltural Baseline 

Projections to 2008 


. , 
, 

Interagency Agricultural Projection$ Committee 
. .' I , 

Introduction 

This report provides long-run baseline projechons for the agricultural seCtor through 2008. 

Projections cover agricultural commodities, Jgricultural trade, and aggregate indicators of the 

sector, such as farm income and foOd prices. i 


I 

i 

The projections are a conditional scenario w~th no shocks and are based on specific assumptions 
regarding the macfCIeconomy, agricultural policy, the weather, and international developments~ 
In particular,. the baseline incorporates provi~ions of the Federal Agriculture hnprovement and· 
Reform Act of 1996 (1996 Farm Act) and ~sumes that current farm legislation remains in effect 
through 2008. The projecqons are not.intended to be a Departmental forecast of what the future 
will be, but instead a description of what wQuld be expected to happen under the 1996 Farm Act, 
with very specific "xternal circumstances. Thus, the baseline provides a point of departure for 
discussion ofalternative farm sector outco~es that could result under different assumptions. , 

The projections in this report were prepared in October through December 1998, in conjunction' 
with the fiscal 2000 Presidents Budget analysis. Projections reflect a composite of model 
results and judgme:ntal analysis. Normal weather is assumed. The baseline reflects major 
agricultural policy decisions made through: midNovember 1998 and includes short-term 
projections from the November 1998 Worl4 Agricultural Supply and Demand Estimates report. 

. The projections dc) not include the 5-year qata revisions for agricultural commodities released by 
USDAs National Agricultural Statistics Service in late-l 998 and 1999. Also, the baseline does 

. I 

not refleCt effects of the recent currency devaluation in Brazil .. 

Summ~ry of Projections ' 

This years baseline reflects the effects of ~ number of international factors which have 
combined to weaken the U.S. agricultural trade outlook for the next 10 years, either by reducing 
global demand or increasing world supplies. The economic crisis in Asia and, to a lesser extent, 
the near-term ec<llnomic contraction in Russia contribute to a prolonged period of weak global 
agricultural dem~md (see boxes. page96 and page 106). Key to baseline projections for' '. 
agricultural trade: are macroeconomic ass~mptions depicting these situations ..As such. there are 

. two distinct parts of the macroeconomic forecast. In the near to medi1,lm term, the crisis 
situations and subsequent recovery dominate the outcome. For ASia, 1 to 3 years of negative 
growth in crisis countries are followed by a return to nioderately positive econoinic growth. . 
Then, in the last 5 years of the baseline, structural reform leads to more stable longterm' . 
economic growth, although projected growth for crisis-affected Asian countries is lower than in 
previous USDA baselines. For Russia, negative growth is assumed through 2000. with positive 
economic gains resuming in 2002, followed by modest growth in later years .. 

. . I 
. I 
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• 	 Additionally; gr,owth in world grain trade is affected by relatively moderate gains· projected 
for import dema.nd by China, reflecting ~hanges in a number of key assumptions (see box, . 
page 93). Revised agricultural policy as~umptions for China provide governmental support 
to rice, :wh~!lt,·and corn, encouraging output and reducing import demand for these crops. ' 
Revised livestock data for China sugges1t significantly smaller animal inventories and lower 
feed grain dem.md throughout the basel~ne. Finally, an assumption of a declining real 
exchange rate a.gainst the U.S. dollar stafting in 2001 reduces net agricultural import 
demand in China. . 

• 	 Global supplies for many agricultural commodities are initially large for this baseline, arid 
expanding production potential in a nu~ber of foreign countries result in strong export 
competition throughout the baseline. Increased yield growth for corn, wheat, and soybeans 
in Argentina aJrld conversion of undeveJoped land for soybeans in Brazil, for example, are 
projected in the baseline (see box, page 103). 

,, , 
As a consequence, iinthe initial years of the ,baseline, much of the U.S. agriculture sector is 
adjusting to a combination of weak demandjand large global supplies, before moving back' 
toward longer term trends. In the longer run', strong export competition and only moderate grain 
import demand in China continue to influenCe the baseline projections, although more favorable 
global economic growth supports g~ns in $de and U.S. agricultural exports. This leads to 
rising nominal market prices, gains in fami income, and increased stability in the financial 
condition of the U.S. agricultural sector. i 

I . 	 , 
The trend toward fewer but larger farms cdntinues in the baseline. The sector will remain highly 
competitive, with successful producers haying strong technical and managerial skills. 
Management of risk will be important for ~armers, reflecting the reduced role of the government 
in the sector under the 1996 Farm Act . 

Consumer food pJices are projected to conphue a long-term trend of rising less than the general 
inflation rate. Tmnds in consumer food expenditures towards a larger share for meals eaten 
away from home are expected to continue~ . '. .' . . _ 

Macroeconomic Assumptions 

The outlook for the world economy over ~e next 10 years reflects to a large extent the evolving 
Asia fmancialcdsis, especially in the fust half of the baseline. There are two distinct parts of the 
forecast. In the Ilear to medium term, theicrisis and subsequent recovery dominate the outlook .. 
Negative economic growth in crisis countries for 1 to 3 years is followed by a return to 
moderately posidve growth. Then, in th~ last 5 years of the baseline, structural reform in crisis 
countries leads to more stable long-term economic growth, although assumed growth rates are 
lower than previous expectations. Asian/growth is assumed at 4.S percent for 1997-2002, 

. increasing to 6.11 percent for 2003-200S. I While improving in the last 5 years of the baseline, this 
assumed rate of growth for Asia is 2 pe~ntage points lowerthan-the regions 1991-1996 
average annual growth of S! 1 percent. Overall, economic growth for developing economies is 
slowed by the crisis in Asia, averaging under 5 percent annually in the baseline, compared to 5.4 
percent during 1991-1996. The slowdo~ in economic growth for developing economies is 
important for global agricultural demanp because many developing countries have incomes at 

I . 

! 
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levels where consumers iliversify their diets ahd include more meats and other higher valued 
food products. :. 

,, . 

. For transition economies; growth is expected to remain strongest among the countries that are 
further along in the transformation from cen$lly planned to market economies. Countries of 
Central and Eastern Europe, particularly Pol~d and Hungary, are expected to show relatively 
strong growth. In thf~ near term, however. crisis and structural adjustment characterize most FSU 
countries, with Russia and Ukraine showing negative growth through 2000. FSU countries are 
assumed to return to modest rates of economi~ growth by 2002. 

, 

Developed countries are relatively unaffected by the Asia crisis as structural adjustments 
undertaken throughout the second part of the! 1980s and early 1990s have created a foundation. 
for growth. Developed economies, including the United States, are projected to grow at higher 
rates than ill the 1991-1996 period; 2.4 percent compared with 1.9 percent. . Low inflation and 
interest rates characterize the outlook. i.' '. . 

The economy of thf~ United States is only ~oderately affected by the Asia crisis, although U.S. 
agriculture, as a trade-dependent sector, is very sensitive to conditions in the international . 
economy. U.S. GDP growth is expected to average 2.5 percent in 2003-2008, compared to 2.1 
percent growth during 1991-1996, reflecting growth of the labor force and gains in productivity. 
Inflation is projectc~ at 3.0 percent for 200~-2008. 

I 

Despite the near-term declines in economic activity in the crisifiaffected countries and their 
slower long-term growth, world real GDP is Projected to grow by about 2.9 percent annually' 
through 2008, compared with 2.3 percent dhring 1991-1996. Stronger growth in developed. . 
countries and in developing and transition t:ountries that are not affected by the crisis account for 

.the increase in global economic gains.' . 

Agricultural Pollicy ASsumptions 

The baseline incorporates provisions of th~ 1996 Farm Act and assumes a continuation of current 
agricultural law through the end of the projections. The baseline also includes policy decisions 
as of mid-NoveID.ber 1998. - i . 

,, 

Nearly complete planting flexibility is pr~vided under the 1996 Farm Act, allowing producers to 
respond to mark(:t prices and returns, augmented by marketing loan benefits in low price years. 
Production flexibility contract payments are largely decoupled because they generally are not 

. related to current plantings or to market prices. Marketing loanlloan deficiency payment. 
prOVisions of th(~ 1996 FarDi Act provide, an effective pefUnit revenue floor at the loan rate, with 
a countercyclical effect occurring through marketing loan gains or loan deficiency payments 
when the"price is below the loan rate. TI:le 1999 Appropriations Act provided additional funds in 
fiscal 1999 for c:ontract crops for marketiloss assistance. The total funding level provided 
through fiscal 2002 under the 1996 Fa.n# Act for cotton user marketing certificates (known as the 
Step 2 program) waS reached in December 1998, but the baseline assumes that Step' 2 payments 
resume in fiscal 2003 when. the funding Ifor the program is no longer capped • 

. , 
I 
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I 
The baseline assumes that the Conservation Reserve Program (CRP) will gradually build from its 
recent level of about :30 million acres to its maximum authorized level of 36.4 million acres by 

. 2002. New enrollments in the CRP reflect peaiiodic regular signups and continuous signups. A 

~ompetitive selection process is used for CRPienrollments. . CRP enrollment bids compete for· 

aceeptarice into the program, based on an env~ronmenta1 benefits index with government costs 

taken into account. .. . ! 


i 
I 

The baseline assumes full compliance with all bilateral and multilateral agreements affecting 

agriculture and agricultural trade. Projections assume full compliance with the internal support. 

market access, and export subsidy provisions :of the Uruguay Round (UR) Agreement on. 

Agriculture. The baseline assumes no accession to the World Trade Organization (WTO) by the 

FSU, China, or Taiwan; no enlargement of tb:e European Union beyond its current 15 members; 


· no implementation of more liberalized trade ~ong the countries"of the Asia-Pacific Economic 
Cooperation; and no expansion of the North American Free Trade Agreement. Agricultural and 
trade policies in individual foreign countries;are assumed to continue to evolve along their 
current paths. "! 

. 	 I . , 

Annual quantity anel expenditure levels for the Export Enhancement Program (EEP) are assumed 
to be in compliance with reductions in the U:R agreement. The baseline assumes that no EEP 
expenditures occur in fiscal 1999, with EEP;expenditures then assumed to resume in the baseline 
at funding levels set in the 1996 Farm Act Qf $579 million in FY 2000 and $478 million in FY 
2001 and FY 2002. The baseline assumes ~EP funding remains at $478 million for subsequent 
years as well. . . , 

P.L. 480 program levels decline in fiscal ye~ 2000 and 2001 and are then assumed constant for 
· the rest of the baseline. Program levels projected for the GSM102 and GSM-I03 credit 
guarantee programs are nearly constant in the baSeline. No special donations beyond the fiscal 
1999·Section 4160» shipments of wheat to iRussia and other needy countries are assumed. 

Crops 

In· the initial years of the baseline. many c~ops are adjusting to a combination"of weak:· demand 

due in part to the Asia financial " crisis and large global supplies, before moving back towards 

longer tenn trench; with more robust growth. World demand is reduced for many U.S. crops over 


" the first few years ofthe baseline, 1999120p0 to 2001102. In the longer run, more favorable 
· global economic J~wth supports increases in trade and U.S. agricultural exports, although gains . 
"	are somewhat muted by continued strong ~xport competj,tionand only moderate growth in . 
import demandirl some markets, such as for grains to China. " 

1 
" , 

Planted acreage for"the eight major U;S. field crops (com, sorghum, barley, oats, wheat, rice, 

upland cotton, and soybeans) increases nearly 10 million acres by.2008 from 1998 h!vels, 

surpassing the recent high level of plantiqgs for these crops attained in 1996. However, 

reflecting low prices for many crops due ~o weak demand and large global supplies, aggregate 

area planted to these crops declines some~hat over the next few years before turning upward 

again in 2002. Planting flexibility of current agricijlturallegislation facilitates acreage 

movements by allowing producers to It"es~nd to market prices and returns, augmented by 
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· mark~ting loan·benefits in low·price·years. Mkketing loan benefits influence the cropping mix 
somewhat in the early years of the baseline whenmany prices are relatively low, but projected 

· acreage gains in the longer term reflect land drawn into production bas~d on strengthening 
market incentives. Yield gains for many crop~ are sufficient to mitigate some of the pressure on . 
total land use. i 

. Projected gains in demand for U.S. soybeans,Jbarley, and rice are driven primarily by domestic 
markets, with larger absolute increases and growth rates than exports. Increases in com use also 
are larger in the domc~stic market than in trade~ although com exports have a higher growth rate. 
Strong competition in global corn.trade from Argentina as well as moderate world import 
demand growth, particularly for China, which is projected in the baSeline to be a net com 
exporter until 2005106, combine to mute U.S. :corn export gains. Increases in disappearance for 
U.S. wheat, sorghum, and cotton are driven by exports, with U.S. trade gains that are larger in 

absolute tenns and g.rowth rates than for domestic demand. U.S. wheat exports rise steadily in 

the baseline but face greater competition from the European Union (EU) starting in 2002103 

when the EU is proje:cted to be able to export ,wheat without subsidies. Cotton exports benefit 


· from the assumed re:sumption of Step 2 pa~ents in 2002103. ' 

'Domestic demand fClr most crops is'projected to grow slightly faster than population. Growth in 
domesti.c use of rice reflects a greater emphaSis on dietary concerns and an increasing share of 
domestic population from Asia and Latin America. Gains in com sweetener use and com used 
for ethanol production also exceed popUlation growth rates. Increases in domestic soybean crush 
reflect continued strong growth in poultry prc.xiuction and demand for soybean meal .. Domestic 
wheat use, however, is nearly flat as declini~g feed use offsets food use gains. Greater U.S. 
exports of cotton yam, fabric. and semi-finished products will promde growth in domestic mill 
use of cotton, although incr~es in textile ixttports, mostly apparel, and competition from man:

· made fibers limit domestic gains. . . 

Stocks-to-use ratios decline for com. wheat,: and soybeans, with nominal prices rising. Rice 

stocks-to-use ratios change little in the baseline, with relatively smaller increases in nominal 

prices. Stocks-to-use ratios for cotton also change little in the baseline. 


Livestock 
, 

Changes in the V.S. meat complex in the n~ar term reflect the sharp decline of grain and soybean 
meal prices from tile very high levels of the: 1995196 crop year. In the longer run. lower feed 
prices than iIi 1995196. replenishment of f~rage supplies, low.inflation, domestic demand 

, strength, and gains in export sales are expeCted to contribute to producer returns that encourage 
higher pork and pclultry output, although only moderate cyclical expansion is projected for ~f. 
· Record total meat 'supplies are projected through the baseline, with a larger proportion of poUltry. 

. .! . . 
! 

The cattle herd builds up only slightly frotP a cyclical'low near 97 million head in 2000, 
.remaining below 100 million head in 2002-2004 before turning downward again as producer. 
· rettmIs provide economic incentives for o~ly a brief and moderate expansion. Additionally, 
shifts toward a brc~ng herd of larger-fra.rD.ed cattle and heavy slaughter weights partially offset 
the need for furthc~r expansion of cattle iirventories. The beef production mix continues to shift 

I 
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I 
toward a larger propoJtion of fed beef. with almost all steers and heifers being feedlot fed. Beef 
production also continues to move toward a higber graded product being directed toward the 

. hotel-restaurant and export markets. The U.S. ,remains the primary source of high-quaiity, fed 
beef for export, including hotel-restaurant trade. However. the emergence of the United Statesas 
a long-term net beef exporter will be delayed lintil near the·end of the baseline, after the cow ' 
herd is reestablished ~md weak demand in the pacific Rim recoverS. ' 

! 

The.pork sector will c:ontinue to transform iilto a more vertically coordinated industry with a mix 
of production and marketing contracts. Larger, more efficient pork producers will market a 
greater percentage of the hogs over the next 10 years. With a more vertically coordinated 
industry structure, the;: hog cycle is dampened., As a result, a slow expansion in pork productioJl 
begins in 2002 and continues for the remaind~r of the baseline. The United States betomes an ' 
increasingly important net pork exporter, in p~ reflecting environmental constraints for a 
number of competitolrs that limit their production gains. However. projected gains in U.S. pork 
exports are somewhat muted by reduced mar~et groWth prospects in the Pacific Rim and Russia. 

, 
I 

Continued technological advances and improyed production management'practices are expected 
in the broiler and turkey industries, although gains are not anticipated to hold down production 
costs as significantly as in the past 10 years. Competition in global pOUltry markets holds U.S. 
. poultry exports to moderate gains. Following slower growth in sales to Asia and a sharp 
reduction in exports Ito Russia in 1998 and 1999, a slow recovery is projected for poultry exports 
to both markets. ' ! 

. 	 . . 

Decreases in real prices of meats combined With increases in real disposable income allow 
consumers to purchase more total meat with ~ smaller proportion of disposable income. Poultry. 
gains a larger propOJtion of both total meat consumption and total meat expenditures. reflecting 
its lower production costs and prices relative ;to other meats. On a retail weight basis. poultry 
consumption is projc~ted to exceed red meat Iconsumption at the end of the baseline. . 

,	The structure of individual meat producing sectors is changing as meats compete with each other 
for consumer market share (see box. page 68). Both production and marketing practices are 
affected as the meat producing sectors respond to perceived consumer demand. the beef sector 
is moving toward an increasingly segmented market. with higher graded. consistent-quality 
production beingdilrected toward the hotel-restaurant and export markets and generally less 
desirable quality beef competing with pork and poultry in retail markets. Increased vertical 
coordination in pork production will lower production costs and improve pork quality and 
consistency of product, allowing pork to increasingly challenge beef in the hotel-restaurant 
marketas weUas at: retail~ The poultry sector, already with a I!ighly'integrated structure. 
continues to develop new products with the current trend toward hom~meal replacement in 
grocery stores. 

Per capitaconstimption of eggs stabilizes inl the baseline as greater use of eggs in processed 

foods. reflecting consumer use of more conyenience foods, offsets decl~ing shell egg use. 


., 	 , 

. High milk-feed pri.:~e ratios and dairy pr~ductivity gains push milk output per cow higher. Milk 
production grows despite slowly declining ~ow numbers. Lower real milk prices continue to 
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. ". 
· push weaker operations out of dairying. Milk ;production will expand in the West as well as on 

large-scale dairy farms in the North. Expansion in coInIriercial use of dairy products will be led 
by sales of c~eese and dairy ingredients for p~ocessed foods. while fluid milk s~es are stagnant. 

Farm Income and F&nn Financial Conditi~ns . 
; 

Farm income and financial conditions in the l;J.S. agricultural sector reflect adjustments in the . 

near-tenn. followed by improvements beyon~ 2000 through the end of the baseline. The 

agricultural sector remains financially strong in the aggregate throughout the projections. 


. ! 

· Reflecting the initial weakness in the sector. ~et farm income declines iIi the first few years of 
the baseline. falling to about $44 billion in 2q<Jo. slightly bctlow the 1990-1997 average .. Lower 
farm commodity recf!ipts due to large global supplies and weak demand are the main cause of the 

· near~tenn decline in farm income..Lower pr9duction expenses in the initial years, particularly 
for farm-origin inputs, energy-related costs, and interest expenses. offset some of the reduction in 
cash receipts. Additionally. increased gove.vment payments bolster farm incomes for 1998 and 
1999. I • 

Beyond 2000. due largely to strengthening demand. net farm income gradually moves upward 

for the rest of the baseline. exceeding $50 billion for the last few years of the projections. . 

Nonetheless. gains in farm income are less than inflation. so real farm income declines. The 

agriculture sector increasingly relies on the titarketplace for its income as direct government 

payments fall and re:present about 2 percent of gross cash income by 2008. Both crop and 

livestock receipts are up in nominal terms due to larger production and higher prices. Production 

expenses increase in the baseline. with expe~ses for noBfarm origin inputs rising faster than . 

expenses for farm-origin inputs. Cash operating margins tighten somewhat, with cash expenses 

increasing to about '79 percent of gross cash i.pcome by 2008. . . ' 


. I. . 
I 

I . . . . 

Higher nominal farm incomes and relatively low interest rates assist in asset accumulation and 

debt management, thus leading to an impro~ed balance sheet for the farm sector. Farm asSet . 

values increaSe through the baseline,'led by:gains in agricultural land values. Increases in farm 

debt rise less rapidly and are riot beyond the; ability of farmers to service the debt As a result, 

debt-to-asset ratios continue the downward trend of the last decade from the high levels of over 


· 20 percent in the mid-1980s, declining to near 13 percent by the end ofthe baseline. With asset 
values increasing more than debt, farm equity ris~s significantly. Increasing nominal farm 
income in the baseline, combined with rising farm equity. means relative stability in the financial . 
condition of the farm sector. . ' 

, . 

Management of risk will be important for f6ners to buffer potential income variability due to . 

supply and demand variations. The trend toward fewer but larger farms will continue, as ' 

producers who are more efficient and bettet managers acquire the production resources of exiting 

farmers. ! 


I , 
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. FOod Prices and Expenditures 

Retail food prices in the baseline are projected; to rise less than the general inflation rate, 
continuing along-term trend .. The largest pri~ increases generally occur among the more highly 
processed foods, such as cereals and bakery pf9ducts and other prepared foods. Prices of these 
foods are relatedmorl: to the costs of processing and marketing than to the costs of farm 
cO,mmodities. Expe~ditures for meals eaten away from home account for a growing share of 
food spending, reaching almost half of total fqod spending by 2008. 

; . 

Agricultural Trade . I 

I 

Qrowth in global and U.S. agriculturaI trade ~ill be slowed over the.next 2 to 3 years by 
weakened demand in key markets, particular~y in Asia and the former Soviet Union. Global 
trade will, however, continue to be supported by demand in other developing country markets 'in 
Latin America, North Africa; and the Middle;East. In the near term, U.S. farm exports are likely 
to face increased competition stemming from productivity gains by other exporters, particularly 
Argentina, and from developing and transition economies where currencies have been sharply 
~~u~ : . 

. . 
Longer term prospects for global and U.S. tqlde remain relatively bright. Based on the outlook 
for an Asian recove:ry after 3 to 4 years, tra4e expansion will be driven by generally favorable 

. economic growth in developing countries. and freer trade associated with ongoing unilateral 
policy reforms and existing multilateral ref~rms. Relatively strong longer term growth in the . 
volume of global trade in bulk agricultural commodities is projected, with broad-based 
expansion across developing regions. inClu4ing Chi~a, South and Southeast Asia, Latin America, . 
North Africa, and the Middle East. Income:growth in developing countries will continue to have 
a large impact on dlemand for agricultural g9ods. both through increases in direct food use and 
through derived demand for livestock feeds .to meet rising meat ~mand. . . . 

Future trends iIi CtUnasagricultural trade ~main an important question in the global outlook. 
Significant uncert:a.inty regarding basic data and future policies. combined with the size of 
Chinas agricultur;a.J. economy, make alternative trade projections both plausible and globally 
significant. The current projections indicate only modest growth in .Chinas import demand for 
most bulk commodities, particularly· wheat and coarse grains. . . 

I 

In the near te~ world COIIUllodity prices ;Will be depressed by the combination of weakened 
global demand and increased exportable s~pplies from traditional and nontraditional competitors. 
Prices are projected to strengthen over the'longer term. as supplies adjust and a recovery in Asian 
demand is added to steady growth in other regions. However, real prices are projected to 
continue to decline over the longer term; ~ productivity gains continue to outpace growth in 
.demand. . , . 

Trade in grains i:s expected to lead the strbnger projected growth of bulk commodity trade during 
. 2000-2008. Projected growth in coarse gpun trade is particularly strong, predicated on rising 
incomes in developing regions. diet diversification, and increased demand for livestock products 
and feeds. Wheat and vegetable oil trad~ will also continue to expand in response to rising 

I 

. . 
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incomes in developing countries. Trade in soybeans and meal will benefit from the expansion of 
developing country fc;:ed-livestock sectors. Raw cotton demand and trade beyond 2000 are . 
projected to be stronger than in the 1990s, bUlslower than in the 1980s when there was increased 
. substitution of cotton for synthetic fibers. ;. ' . 

u.s. export growth is, projected to strengthen for most bulk commodities over the longer tenn. 
U.S. wheat and coarse grain exports are proje6ted to expand the fastest, although competition is 

expected to increase in both markets. By the middle of the projection period, U.S. wheat export 

growth is projected to slow as stronger world ;wheat prices and lower internal prices in the 

European Union (EU) permit the EU to expor;t wheat without subsidies. Little growth in U.S. 

rice exports is proje<:ted, as domestic demand: captures most of the gains in U.S. production. 

U.S. exports of soybeans and products are projected to rise faster than in the 1980s, aided by 

both yield and acreage gains. U.S. raw cotton exports are projected to strengthen through most 

of the baseline, benc~fiting from rising dem~d and reduced competition in some countries. 

.•.. i 

i 

Global meat demand and trade and U.S. me~t expOrts will be depressed in the near tenn by the 
slowdown in impoI'1t demand in East Asia'an~ the FSU. Growth in meat trade is, however, 
projected to resume, after 2000, as demand recovers in these key market regions. Already 
negotiated reductio:ns in trade barriers will stipport growth in meat trade in East Asia. FSU 
import demand is likely to be depressed for.3 to 5 years by the impacts of the recent, economic 
crisis. 

The total value of u.s. agricultural exports is projected to decline in 1999 and 2000, but then 
. increases to almosl~ $73 billion by 2008. W,eak global demand and prices hold down the ~alue of 
. U.S. bulk and high.-value product (HVP) exports early in the baseline. After 2000, however, 
both bulk and HVP exports are projected to: strengthen for the rest of the. baseline. U.S. imports 
rise to $50 billion" r~ulting in an agricultural trade surplus infiscal 2008 of nearly $23 billion. 

I 

I 
I 

i 
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YIekIllI 
, Com 127.0 133.3 131.7 133.4 135.1; 136.8 138.5 140.2 141.9 143.6 145.3 147.0 

Sorghum 69.5 66:5 66.7 69.3 69.9 70.5 71.1 71.7 72.3 72.9 73.5 74.1 
BaI1ey 
Oats 

58.3 
' 60.5 

59.9 
6O.S' 

60.6 
59.8 

61.2 
59.9 

61.8 
60.2 

62.4 
60.5 

63.0 
60.8 

63.6 
61.1 

64.2 
61.4 

64.8 ' 
61.7 

65.4 
62.0 

66.0 
62.3 

Wheat 39.7 43.3 39.5 39.8 40.1 40.4 40.7 41.0 41.3 41.6 41.9 42.2 
Rice 5.896 5.660 5.905 5.935 5.964' 5.994 6.024 6.054 6.084 6.115 6.145 6.176 
Upland cotton 673 606 680 689 698 ' 707 716 725 734 743 752 761 
Soybeans 38.8 38.6 40.0 40.5 41.0 41.5 '42.0 42.5 43.0 43.5 44.0 44.5 

Production 2/ 
Com 
Sorghum 
Batley 

9.366 
653 
374 

9.836 
521 
358 

9,680 
600 
390 

9.670 
615 
390 

9.795 
620 
395 

10.055 
650 
400 

10.320 
655 
410 

10.515 
680 
420 

10.715 
680 
425 

10.840 
665 
430 

10.970 
690 
430 

11,100 
710 
435 

Oats 176 170 165 160 155 155 160, 160 160 160 160 160 
Wheat 2.527 2.557 2,225 2281 2.366 2.456 2.511 2.546 2.585 2.621 2.656 2.713 
Rice 178.9 180.4 186.7 187.6 188:6 189.5 190.5 191.4 192.4 193.3 1,94.3 195.3 
Upland eollon 18.245 12.785 17.400 17.400 17.21io 17.700 18.000 18.300 18.soo 18.600 18.600 18.900 
Soybeans 2.703 2.763 2,855 2,830 2.795 2.ns 2,830 2,905 2,975 3.030 3.085 3.1.45 

i 
ExportI2/ 
Com 1,504 1.675 1,n5 1,925 

, 
2.000 '2,050 2.150 2,225' 2.300 2,375 2.425 2.500 

Sorghum 
Batley 
Oats 

212 
74 
2 

195 
35 
2 

225 
70 
2 

235 
70 
2 

2~ 
:ro 
:2 

250 
70 

2 

255 
70 
2 

260 
70 
2 

270 
70 

2 

280 
70 
2 

290 
70 
2 

300 
70 
2 

Wheat '1.040 1.150 1.175 1250 1.250 1.300 1,325 1,350 1.375 1.400 1.450 1.soo 
Rice 
Upland cotton 

85.2 
7.060 ' 

85.0 
4.160 

84.9 
5.100 

87.1 
6.soo 

s7.5 
6.300 

87.5 
6.500 

87.7 
6,700 

87.8 ' 
, 6.soo 

87.8 
6.900 

88.0 
7.000 

88.0 
7.100 

88.2 
7.200 

Soybeans 870 840 930 965 965 955 955 965 990 1,015 1.040 1.065 
Soybean meal 9.350 8.650 9.200 9,600 9.700 9,600 9.soo 9.450 9.350 9.300 9.350 9.425 

I 

Ending ItOcka 2/ ' 
Com 1.308 1.n9 1.859 1.659 

I 

1.389 1239 1.189 1.194 1234 1.234 1,224 1.174 
Sorghum 
Batley 

49 
120 

55 
116 

,55 
119 

55 
117 

;50 
;115 

55 
113 

55 
116 

55 
119 

80, 
117 

60 
115 

50 
113 

45 
111 

Oats 74 72 74 ,70 '70 69 72 74 75 75 74 72 
Wheat 722 827 673 493 !450 435 440 444 451 459 440 417 
Rice 27.7 24.6 27.2 27.7 27.8 ' 28.1 28.3 28.4 28.6 28.7 28.9 29.1 
Upland cotton 
Soybeans 

3,822 
200 

2,224 
385 

3.919 
480 

' 3,818 
490 

3~619 
i435 

3.619 
350 

3.619 
295 

3.719 
275 

3,819 
270 

3.919 
285 

3.919 
280 

4,119 
255 

PrIceI3I 
Com 2.43 2.00 2.00 2.10 i2.30 2.45 2.50 2.50 2.50 2.50 2.50 2.55 
Sorghum 
Batley 
Oats 
Wheat 

2.21 
2.38 
1.60 
3.38 

1.85 
1.95 
1.15 
2.65 

1.85 
1.80 
1.15 
3.00 

1.95 
2.00 
1.25 
3.55 

!2.15 
'2.15 
1

, 
•35 

,3.75 

2.30 
2.25 
1.45 ' 
3.90 

2.30 
2.30 
1.45 

, 4.00 

2.30 
2.30 
1~45 
4.05 

2.30' 
2.30 
1.45 
4.05 

2.30 
2.30 
1.45 
4.05 

2.35 
2.30 
1.45 
4.15 

2.40 
2.35 
1.50 
4.25 

Rice 9.64 9.25 8.00 9.10 19.1S 9.26 9.44 9.62 9.81 9.88 10.17 10.37 
Soybeans 
SoybeanoD 
Soybean meal 

6.47 
0.258 
185.5 

5.45 
0.268 
145.0 

4.65 
0.256 
125.0 

4.55 
0.245 
128.5 

,4.90 
0.243 
'146.5 

5.35 
0.253 
161.0 

5.65 
0.270 
165.0 

5.80 
0.288 
163.0 

5.90 
0.303 
161.0 

'5.95 
0.310 
159.0 

6.00 
0.308 
161.5 

6.10 
0.303 
188.0 

11 Bushels per acre except i'ot I41I8J1d cotton and rice (pounds per aCre). 
21 MUUon bushels except for upland cotton (thousand bales). i1ce (millon hI.IldredweIgtI). and soybean'mea1 (thousand tons). 
31 00IIar8 per bushel axcepi for sOybean oD (per pound). rice (per~. and IOybean meal (per ton). 

I 
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Table 9. Com baseline 
HE li!97iB 1i!9ii7991999~OOO 200010~ 2OO17ii2 ~002J03 2003104 2004105 200m 2006/07 ~7D 200&'09 

Acreage (million aaas): 

CRPaores: 
Cropping history 11 

Planted aores 
Harvested aores 

4.7 

80.2 
73.7 

3.9 

80.8 
73.8' 

4:0 

,80.0 
73.5 

4.4 
; 

79.0 
72:5 

I 

4.5 

79.0 
72.5 

4.5 

80.0 
73.5 

4.4 

81.0 
74.5 

4.4· 

81.5 
75.0 

4.4 

82.0 
75.5 

4.4 

82.0 
75.5 

4.4 

82.0 
75.5 

4.4 

82.0 
75.5 

Yields (bushels per acre): 

Yleldlharvested aore 127.0 

Supply and use (million bushels): 

133.3 131.7 133.4 
; 

! ' 

135.1 136.8 138.5 140.2 141.9 143.6 145.3, 147.0 

Beginning stocks 
Production 
Impotts 
Supply 

883 1,308 
9,366 9,836 

9, 10 
10,258 11,154 

1,779 
9,680 

10 
11,469 

1,859 
9,670 

:10 
11,539 

1,659 
9,795 

10 
11,464 

1,389 
10,055 

10 
11,454 

1,239 1,189. 1,194 
10,320 10,515 10,715 

'10 10 10 
11,569 11,714 11,919 

1,234 
10,840 

10 
12,084 

1,234 
10,970 

10 
12,214 

1,224 
11,100 

10 
12,334 

Feed & reSidual 
Food, seed, & industrial 
Domestic 

Exports 
Total use 

Ending stocks 
Stooksluse ratio. percen1 

5,664 
1,782 
7,446 
1,504 
8,950 

1,308 
14.6 

5,850 
1,850 
7.700 
1,675 
9,375 

1,779 
19.0 

5,950 
1,885 
7,835 
1,n5 
9,610 

1,859 
19.3 

6,025 
1,930 
7,~ 
1,925 
9,880 , 
1,659 
16.8 

6,100 
1,975, 
8,075 
2,000 

10~075 

1,389 
13.8 

6,150 6,175 6,200 6,250 
2.015 2,055 2,095 2,135 
8,165 8,230 8,295 8,385 
2,050 2,150 2,225 2,300 

10,215. 10,380 10,520 10,885 

1,239 1,189 1,194 1,234 
12.1 11.5 11.3 11.5 ' 

6,300 
2,175' 
8,475 
2,375 

10,850 

1,234 
11.4 

6,350 
2,215 
8,565 
2,425 

10,990 

1,224 
11.1 

6,400 
2,260 
8,660 
2,500 

11,160 

1.174 
10.5 

Prices (dollars per bushel): 

Fannprfoe 
'Loan rate 

2.43 
1.89 

2.00 
1.89 

2.00 
1.89 

, 
2.10 
!1.89 

2.30 
1.85 

2.45. 
1.81 ' 

2.50 
1.81 

2.50 
1.89 

2.50 
1.89 

2.50 
1.89 

2.50 
1.89 

2.55 
1.89 

Variable costs of produolle,n (dollars): 
i 
1 

,I 

Peraaa 
Per bushel 

160.40 
1.26 

158.03 
1.19 

158.58 
1.20 

161.95 
11.21 
1 

'166.45 
1.23 

170.29 
1.24 

174.11 
1.26 

1n.89 181.63 
1.27 1.28 

165.36 
1.29 

189.09 
1.30 

192.87 
1.31 

Returns over variable 0081s (doftars per aaa): 

Market returns 148.21 108.57 104.82 118.19 144.28 164.87 172.14 172.61 173.12 173.64 174.16 181.98 

11 The cropping hlstO!')1 allocation Is,based on 1996 pl~ntlngs on fanns with CRP acreage, and Is used as a general 
Indicator Influencing land available for plantings. 

I 
" 
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• Table 13. Wheat baseline 
Rem ;!l§'11§§ ;998199199912000 2000'0; ~176l! ~~O§ 2OO3i04 2004105 2005106 20CW07 ~77iiii 2008109 

Acreage (mUlion acres): 

CRP acres: 
Cropping history 11 9.1 9.5 9.8 10.9 11.2 11.4 ' 11.6 11.6 11.6 11.6 11.6 11.6 

Planted acres 71.0 66.2 64.0 65.0 : 67.0 ' 69.0 70.0 70.5 71.0 71.5 72.0 73.0 
Harvested acres 63.6 59.1 56.4 57.3 I 59.0 60.8 61.7' 62.1 62.6 63.0 63.4 64.3 

Yields (bushels per acre): 

Yleldnlarvested acre 39.7 43.3 39.5 39.8 ; 40.1 ,40.4 40.7 41.0 41.3 ' 41.6 41.9 42.2 
I 

Supply and use (million bushels): I 

Beginning stocks 444 722 827 673) 493 450 435 440 444 451 459 440 
Production 
Impolts 

2.527 
95 

2.557 
90 

2,225 
95 

2.281; 
1001 

2,366 
115 

2,456 
115 

2,511 
115 

2,546 
115 

2,585 
115 

2,621 
115 

2.656 
115 

2,713 
115 

Supply 3.065' 3.370 3.147 3,0541 2,974 3,021 3.061 ,3.101 3.144 3.187 3.230 3.268 
", 

Food 917 925 935 945 955 965 975 985 995 1.005 1,015 1.025 
Seed 93 93 89 91: 94 96 96 97 98 98 100 101 
Feed & resld~ 293 375 275 275 225 225 225 225 225 225 225 225 
Domestic 1.302 1,393 1.299 1.311, 1.274 1.286 1,296 1,307 1,318 1.328 1.340 , 1,351 

Exports 1.040 1.150 1.175 1.250 1,250 1.300 1.325 1,350 1.375 1,400 1.450 1.500 
Total use 2.342 2,543 2,474 '2.561 2.5.24 2.586 2,621 2.657 2,693 2,728 2.790 , 2,851 

Ending stocks 722 827 673 493 450 435 440 444 451 459 440 417 
Stocks/use ratio. percent 30.8 32.5 ~7.2 19.3 17.8 16.8 16.8 , 16.7 16.8 16.8 15.8 ' ' 14.6 

J 

Prices (dollars per bushel): 
I 

Farmprtce 3.38 2.65 3.00 3.55 3.75 3.90 4.00 4.05 4.05 4.05 4.15 4.25 
Loan rate 2.58 2.58 2.58 2.¥ 2.58 2.58 2.58 2.58 2.58 2.58 2.58 2.58 

Variable costs of production (dollars): 

Per acre 70.49 69.40 69.85 71.18 73.13 74.79 ' 76.46 76.12 79.76 81.39 83.04 84.70 
Per bushel 1.78 1.60 1.76 1.t9 1.82 1.85 1.88 1.91 1.93 1.96 ' 1.98 2.01 

Returns over variable costs (dollars per acre): 
I 

Marke1 returns 83.70 45.34 46.85 70.13 77.24 '82.77 86.34 67.93 87.51 '67.09 90.85 94.85 

11 The cropping history allocatIOn IS based on 1996 plantings on farms With CRP acreage, ana IS used as a geneiilll'ldlCitor 
Influencing land available for plantings. 
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Table 14. Ak:e basellnel iooah basi:. 
Item 1997198 1998199 1999/2000 2(l()(Wl 2001102 2002&3 200M)4' 2004105 2005106 2OOiijl7 2007108 2008109 

Acreage (thousand aaes): 

Planted 3.056 3,215 ' 3,200 3,200 ' 3,200 3,200 3,200 3,200 3,200 3,200 3,200 3,200 
Harvested 3,OM 3.187 3.162 3,162 I 3.162 3,162 3,162 3,162 3.162 3,162 3,162 3,162 

YIelds (pounds per aen): 

VleIdihalVesled aen 5,896 5,660 5,905 ~,935 5.964 5,994 6,024 6.054 6,064 6,115 ,6.145 6,176 

Supply and use (million c:wt): 

BegInnIng slodcs 27.2 ' 27.7 24.6 27.2 27.7 27.8 28.1 28.3 28.4, 28.6 26.7 28.9 
PI'Il<kIdIon '178.9 180.4 168.7 187.6 168.6 189.5 190.5 191.4 192.4 193.3 194.3 195.3 
Imp0ct8 , 9.2 10.0 10.,3 10.5 10.8 11.0 11.3 11.& 11.9 12.2 12.5 12.6 
TotaIlIIJPIl/y :Z15.3 218.0 221.6 225.3 227.0 228.4 229.9 231.3 232.7 234.1 235.5 237.0 

Domestic use 101.4 102.9 104.0 105.1 ; 106.2 107.3 108.4 109.6 110.7 111.9 113.1 114.2 
Elq)OI18 95.2 85.0 94.9 87.1 87.5 87.5 87.7 87.8 87.9 68.0 ' 68.0 86.2 
Residual 1.0 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 5.5 
Total use 187.6 193.4 194.4 197.7 199.2 200.3 201.6 202.9 204.1 205.4 206.6 207.9 

EndIng stockII (million c:wt.) 27.7 24.8 27.2 27.7 : 27.6 28.1 28.3 28.4 28.8 28.7 28.9 29.1 
S1ocb1use raIIo. percent 14.7 12.7 14.0 ' 14.0 [ 14.0 14.0 14.0 14.0 14.0 14.0 14.0 14.0 

MI\lng rate. perI:8Ilt 72.0 72.0 72.0 72.0 i 72.0 72.0 72.0 72.0 72.0 72.0 72.0 12.0 

PIIces (doiIanI per c:wt.): 

WOIId price 6.45 7.75 7.90 8.05 8.21 8.38 8.52 8.69 8.85 9.02 9.18 9.38 
AWf1Ig8 I'II8IbI price 9.64 9.25 9.00 9.10' 9.15 9.26 9.44 9.62 9.81 9.99 10.17 10.37 
Loan rate 8.50 8.50 6.50 6.501 8.50 6.50 6.50 6.50 8.50 8,50 '6.50 8.50 

! 
Variable costs of produdIon (doII8ra): 

i
Per_ 368 358 361 370 362 391 «)1 410 420 429 <C39 449 

Par c:wt. 8.24 8.30 8.11 8.2~ 6.«) 6.53 6.85 6.78 6.90 7.02 7.14 7.26 


R8IUmII f1'I8( YaI1abIe costs (dollara per aen): 

M81k1ll returns 201 187 171 170 164 184 168 172 177 162 168 192 
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,Table 15. UI!!!!!:!! COlton balNilJne 
Item 1997198 1998199 1999t2000 2000l01 2001102 2002103 20§3i04 2OO4J05 2005106 2006107 2007108 2008109 

ACt8I1Q8 (mBIion acrea): 

CRPacrea: 
Cropping history 11 1.0 1.1 1.1 1.2 1.2 12 12 1.2 12 1.2 12 12 

Planted aClllS 13.6 12.6 13.3 13.0 12.7 12.9 13.0 13.0 13.0 12.9 12.8 12.8 

Harvested &C188 13.0 10.1 12.3 12.1 I 11.8 12.0 12.1 12.1 12.1 12.0 11.9 11.9 


YIekI8 (pouncIII per acre): 

Y1ek.lJhatwsted acre 873 606 880 889 698 707 716 725 734 743 752 761 

Supply and use (lhousand bales): 

BegInnIng at0c::k8 :!.92O 3,622 2,224 3.919 : 3.819 3.619 3.619 3.619 3.719 3.819 3.919 3.919 

'ProducIIon 1;9,245 12.785 17.400 17,400 I 17.200 17,700 16.000 18,300 16.500 18.600 18,600 18.900 

Imporfa 13 300 200 /; 5 5 5 5 5 /; 5 /; 

Supply 22,178 16,907 19,824 21.324 21,024 21.324 21,624 21.924 22,224 22.424 22,524 22,824 


00mesIIc use 11,234 10.500 10,600 11,000 r 11.100 11.200 11.300 11.400 11.500 11.500 11,500 11,500 

Elq)Ol1a 7.060 4.160 5.100 6.500 : 6.300 6.500 6.700 6,800 6.900 7.000 7.100 7.200 


TOIIII use 18,294 14.660 15.900 17.500 : 17.400 17.700 16.000 16.200 ' 18,400 18.500 18.600 18.700 


Enc:Ing IItoc::k8 3,822 2,224 3.919 3.819 I 3.819 3.619 3.619 3.719 3.819 3,919 3,919 4.119 

Stodalfuse raIlo. peItI8IIt 20.9 15.2 24.8 21.8 : 20.8 20.4 ' 20.1 20.4 20.8 212 21.1 22.0 


PJfoea (doIIanI per pou'Id): 21 

Loannde 0.5192 0.5192 0.5192 0.5192 1 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 ' 0.5192 
I 

Vatlaille lXI8t8 01 produdlon (OOftua); 

Per acre 304.41 29923 307.70 314.88: 324.78 33420 34325 35224 36124 37026 379.39 388.85 

ParpolA'ld 0.45 0.49 0.45 0.46 0,47 0.47 0.48 0.49 0.49 , 0.50 -0.50 0.51 


ReIums CMlr Y8IlabIe OOSIII (doDltIB per acre); , 

MIII1cet returns 200.74 157.75 181.49 192.36 197.18 201.56 '206.85 209.71 212.01 214.33 21724 220.76 

lIllie cropping history aDocaIIo'n Is based on 1996 pIanIIng8 on 1anna wtIh CRP &Ct8I1Q8. and Is used &8 • generallncIc:8tor InIIuendng land aVllllable lor plantings. 
21 USDA Is prohIbIIed from pcdtlhlng OOIIon p!Ice ptOjadIona. i ' 

I 
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Tlblel8. ~and I!!!!!!_ baeetinol 
'Iml98 199i1199 1999/2000 20061\51 :2001/02 2OO2M3 2003104 2OISW5 26051& 2006107 2007I0Il 2OOi!I09 

80JIMIM 
Actaage (million _I 

PIanIed 70.8 72.7 72..5 71.0 : 89.3 68.0 68.5 89.5 70.3 70.8 71.3 71.8 
H8MIetecI 89.8 71.8 ~.4 89.9 : 68.2 ,68.9 87.4 68.4 89.2 89.7 70.2 70.7 
YI~ed 8ilre (buIIIeia) 38.8 38.8 <10.0 <10.51 41.0 41..5 42.0 42..5 43.0 43..5 "".0 . "".5 
Supply (million buIIIeia) 
I3egt!nIg I\OdaI, Sep. 1 
PRlduetion 
Impor1Is 

131 
2.703 

5 

200 
2.783 

8 

. 385 
2.855' 

7 

480 i 
2.830 ' 

8 

480 
2.795 

4 

43S
2.m 

7 

350 
2.830 

9 

295 
2.905 

8 

275 
2,975 

4 

270 
,3.030 

8 

26S 
3.0115 

8 

260 
3,145 

10 
Total supply 2,839 2,_ 3,227 3.318, 3.289 3,217 3.189 3.208 3,254 3,306 3.358 3.415 ' 

DIaposiIIon (million bushels) 
Crush 1.597 1.815 1._ 1.710 : 1.7<10 1,~ 1.790 1.815 1.8<10 1.870 1.900 1.935 
Seed and III8fduaI 
ElqlonS 

171 
870 

148 
8<10. 

152 
930 

151 ' 
965 i 

1<19 
965 

147 
1155 

1<19 
955 

151 
965 

154 
990 

, . 156 
1.015 

156 
'1.040 

180 
1.085 

Total diapo8I1fon 
CIInyo\Ier IIOCkII. Aug. 31 
Total ending stodaI 

2.839 

200 

2.803 

385 

2.747 

490 

2.82t; . 

4901 

2.854 

435 

2,887 

350 

2.894 

295 

2.931 

275 

2.984 

270 

3.041 

285 

3.098 

260 

3,160 

255 
S10ckaIuee teIIo. PM*II' 7.8 14.0 17..5 17.31 15.2 12.2 10.2 U 9.0 8.7 U 8.1 
PrIc:ee (doIIanI per bushel) 
Loen_ 
St$ean price, farm 

5.28 
8.47 

5.28 
5.45 

5.28 
4.85 

5.28', 
4.55: 

<1.92 
4.80 

4,92 
5.35 

4,92 
5.85 

4.92 
5.80 

4.92' 
5.80 

4.92' 
U5 

4,92 
8.00 

5.00 
8.10 

VIIIIabIe CCS1e at produc:IIon (doI_): I 
Per_ 80.21 80.81 80.71 81.15 83.72 85.111 87.fi1 89..50 111.28 92.118 94.72 118.47 
Perbullhel 2.07 
RePnI_ YBrIaIIIe __ (doIIanI per -J: . 2.09 2.02 2.02 

i 
2.04 2.07 2.09 2.11 2.12 2.14 2.15 2.17 

Net I\Itume 170.83 129.5. 129.89 131.28 118.00 138.23 149.83 151.00 162."" 1115.84 189.28 174.98 
i 

Soybuft 011 (rnIIIon pounds) 
BegInI'oing IIOCkII. Oct. 1 
PRlduetion 

1.520 
18.143 

1.384 
18.250 

1,590 
18,780 

1.930 
19,295 

2,2<10 
19.845 

2.355 
19_ 

2,218 
20,235 

1.875 
20.535 

1,835 
20,840 

1.855 
21,1115 

1._ 
21,555 

1.B55 
21_ 

Impor1Is 
Total supply 

58 
19.721 

58' 
19.890 

80
20.430' 

115 
21,280 

70 
21,855 

75 
22,3!15 

75 
22.525 

75 
22,4115 

80 
22.55S 

115 
22_ 

80 
23,305 

115 
23,810 

DcmeetIc diIappeatInce 
ElcpcM1e 

15,162 
3,175 

15,400 
2.700 

15,700 
2.800 

18.000 
3.050 

18,300 
3,300 

le.eoo 
3,550 

. 111,800 
3.750 

17.200 
3.1150 

17.500 
3,500 

17,800 
3.375 

111,121 
3.32S 

18,480 
3.400 

Total demand 18,337 18.100 18.500 19.050 19.800 20,150 20.850 20,850 21,000 21,175 21,480 21.!15O 
Eidng IIocIaI, Sep. 30 1.384 1,5110 1,830 2,2<10 2,355 2,215 1,875 1.835 1,555 1.880 1.856 2.oeo 
Soybean 01 price (doIIaIa per fb) 0.258 0.288 0.255 0.245 0.243 0.253 0.270 0.289 0'-' 0.310 0.30II 0'-

Soybuft !Mal (~short IaN) 
BegInniIg stodaI, Oct. 1 
PRlduetion 
Impor1Is 
Total....,py 

210 
38.171 

55' 
38,438 

218 
38,232 

50 
38,&00 

250 
39,550 

50 
39,1150 

i 
250 

<10,810 
85 

<10,925 

250 
41.J50 

75 
41,875 

:22S 
41.150 

'75 
42.250 

22S 
42.500 

100 
<12,82!1 

228 
43,,150 

100 
43,475 

228 
43,,750 

100 
"",075 

22S 
"",400 

100 
....725 

22S 
45,150 

100 
45.475 

22S 
45,82S 

100 
48.250 

DcmeetIc diIappeatInce 
Exports 

28,868 
9,350 

29,800 
8.1150 

30,400 
9.200 

31,075 
9,800 

31,750 
9.700 

32,421 
9,800 

33,100 
9.500 

33,800 
9,480 

34.500 
9,350 

35.200 
9,300 

35,900 
9.350 

38.800 
9.425 

Total demand 38,218 38.250 39,800 40,875 41.480 42.025 42,800 43.250 43.aso "",500 45.250 48,02S 
Eidng IIocIaI, Sap. 30 
Soybean meal price (doIaI8 perton) 

218 
1115.54 

250 
145.00 

250 
125.00 

250 
128~ 

228 
148.80 

22S 
181.00 

228 
185.00 

22S 
lAOO 

228 
1&1.00 

22S 
159.00 

22S 
181..50 

228 
1Il8.00 

Cn.oshIng yields (poIftls per bushel) 
Soybean 01 
Soybean meal 

CruIh margin!..... e::;bushIII 
11.3. 
47.80 

0.90 

11.30 
47.34 
1.00 

11.28 
47."" 

1.19 

11.28 
47.50 
1.27 

11.29 
47.5C 

1.32 

11.30 
47..50 
US 

11.31 
47..50 

1.312 

11.32 
47..50 

1.33 

11.33 
47..50 

1.38 

11.34 
47..50 

1.34 

lUI 
47..50 

1.33 

11.35 
47..50 

1.33 

11 Net nllUmelncluda toM _ wIue ""'~ _1ower1lWl1he toM ..... 

" , 
i 
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I 

I 
tA' .WI 11199 I 2000 2001 2002 2004 26d! fidd7 l!OOa 

BGiIImtno ItcdaI MI. ... 377 465 400 i 350 335 350 375 400 425 450 475 475
CommettiaI proti.IcOon MI. ... 25.384 25.887 24.075 I 23.492 23,485 24,242 24.702 '24.828 24.550 24.496 24.1521 '24.683 
Change PeI'Cllllt .().1 1.2 ~.3 f -2.4 0.0 3.2 1.9 '().3''().3 ,'().2 0.1 0.2 

Fann proti.IcOon Mil.'" 108, 108 108 : 108 108 ,108 108 108 108 108 108 108 
ToW proti.IcOon Ml.1ba. 25.490 25.793 24.181 , 23.598 23.601 24.348 24.aO& 24.735 24._ 24.802 , 24.621 24,669
Impo!1ll MiI.1IIL 2.343 2.611 2.790 , 2.800 2.800 2.750 2.700 2.700 2.650 2.650 2.800 2.600Totalsupp!y MII.Iba. 28.210 28.869 27.371 ! 211.748 211.736 27.448 27.883 27.835 27.731 27.702 27.702 27.744. 

Expot1II Mil. Ills. , 2.138 2.158 2.340 I 2.150 2.200 2.318 2.402 2.472 2.552 '2.832 2.714 2.795 

EndIng ItcdaI Mil. Ills. 400 350 ' 335 350 375 450 475 475 

ToW~ , MiI.1ba. 25.609 28.311 24.881 : 24,283 24.188 24.757 25.081 24.938 24.729 24,585 24.513 24.474Percapfta. _ weight Pounds 115.6 97.3 90.5 88.2 87.1 88.4 88.8 87.6 88.1 85.0 84.0 83.2 
Per capfta. AII8II weIgh\ Pounds 68.9 88.1 , 83.4i 61.7 61.0 81.9 62.2 81.3 80.3 58.5 58.6 58.2 , Change PeI'CIIIIt ;1.8 1.8 ·7.01 -2.5 .1.2 1.5 O.S -1.4 -1.7 -1.3 ·1.2 -1.0 

PrIoes: ' 

Beef eaI1I&. fIIrm fIcwt 63.34 5U5 71.00;' 70.83 72.73 72.54 73.45 75.25 77.30 76.03 80.62 112.03 
<:aMIs, fIIrm fIcwt 112.27 112.09 93.75, 96.112 8OJ17 88.88 88. 83.91 97.48 99.88 101.64 103.42 
CIIokIe sI8enI, Nebruka fIcwt 88.32 81J17 72.00i 71.92 73.75, 73.58 74.48 78,31 76.39 80.14 81.76 83.19 
Deftallld ptIce fIcwt 41.32 37. 42.91, 41.70 , 41.43 40.11 39.43 39.23 39.12 38.83 38.48 38.00 

yeGllng ..... 0Ida. CIty fIcwt 76.19 72.80 83.50. l1li.24 81.02 77.19 80.12 83.84 88.80 88.71 90.$2 112.11 
DeftaIIId pllce fIcwt 47.47 44.43 48.76 48.119 45.52 4.2.09 42.41 43.00 43.31 43.02 42.58 42.D8 

Retail: Beef encI_ 19112-t4oo100 138.8 138.5 139.0' 142.1 145.7 143.5 143.6 147.2 151.1 154.2 188.9 158.2 
RetaIl: OII'M_ ,982.....,00 148.1 146.8 148.0 151.3 155.1 152.7 152.1 158.7 180.9 184.2 187.1 169.4 
ERSl1It8IIbeef SIIb. 2.80 2.78 2.83 2.88 2.97 2.92 2.92 3.00 3.D8 3.14 3.19 :1.24 

ICoals encIl\ItI.Irn8, cow-eaIIenterpdse: 

Variable ..... 218.91 211J17 193.62 184.815 201.85 212.88 222.22 228.20 232.48 238.83 241.29 248.,w 
Axfld~ 118.52 119.55 123.72 127.20 128.99 132.80 138.09 140.04 144.03 147.61 150. 154.82 
Tol8IC88h~ 335.43 331.42 317.34 321. 331.84 345.76 358.31 388.24 378.48 384-44 392.29 401.11 
Retums abcMI eaah ~. -1.03 -18.95 44.48 57.98 32.85 7.44 12.53 23.88 35.85 42.84 48.3G , 52.47 

I 

1.000 head 101.480 99.501 97.517 96,742 97.m 99.199 99.544 99.032 99._ 97.814 87.«S 97.1211 
1.000llaad , 34,211 33,883 32,925 32.241 32,755 33,233 33,376 33,158 32.942 32.820 32,777 32,758 

Tabl&l!4. Pork baseline 
'tem una; 1997 1998 1999 2006 2001 2003 

Mfl.1bI. 366 ' 4is ~ 450 450 450 450 400 400 400 400 
Mfl.1bI. 17,244 19.4.25 19,214 18,253 19.859, 20.018 20.223 20.458 20.823 21,274 21.757 
Pen:ent 0.8 ~5 .1.1 0.2 2.1 I.e 1.0 1.2 1.8 2.2 2.3 

FIUIII~ Ml.k 30 30 30 30 30 30 30 30 30 30 30 30 

T<*I~ Mfl.1bII.: 17,274 18,872 19.455 19,244 19,283 . 19.889 20.048' 20,253 20.488 20.853 21.304 21.787 

ImpoI\lJ Mfl.1bI. 633 680 700 680 '840 835 845 650 650 680 865 870 

T0IaI1IUJlPIr Ml.1bI. 18.2'73 20,080 20.830 20.894 20,313 20,774 21.143 21,353 21.538 21.913 22,369 22,857 


, 
ElcportS Ml.1bI. 1.044 1.232 1,sSs lzi'o 1,300 1.325 1.4.25 1,525 1.800 1.7001.aoo 1,875 

Endk'lg IIIOCIIB M1.1b1. 408 475 490 450 450 450 450 
i 

T<*I~ MlLIbl. 18.821 18,353 18,785 18,674 18,823 18,999 19,268 18,428 19.538 11I.B13 20,189 20,582 
Per oepIa. CIIIQIR ......,. PouncII 82.8 67.9 8U 67.9 87.1 87.9 88.2 68.2 88.0 88.4 69.1 69,9 
Per cepIIa. NId WIIIrId PoUnds, 48.7 52.7 53.4 52.7 52.1 52.7 52.8 53.0 52.8 53.1 53.8 54.3 

CIiange Pen:ent. .(J.7 8.1 U -1.5 -1.1 1.1 0.8, 0.0 .0.3 0.8 . 1.0 1.2 

!,PrIceI: 
Hogs. farm 52.04 33.47 33:84 . 35.82 38.22 37.89 37.84 38.88 39.70 39.58 38.81 37.88 
Iowa, so. MhI.. manc.t' 51.38 32.27 noo 35.42 ~.72 37.39 37.34 38.38 39.20 39.08 38.31 37.18 
'Deflated PIbI, 32.00 19.75 1&:67 20.58 21.19 20.39 19.77 19.73 19.88 18.82 18.02 16.98 
Retail: poItc 155.8 148.5' 144.0 145.7 149;9 148.2 144.7 149.3 149.0 148.1 147.4 148.2 
ERSNldpock 2.32 .2.30 i.24 2.27 2.32 2.27 2.25 2.28 2.30 2.30 2.28 2.27 

Costs and returna.1anow 10 1WIish:. 
I 

Variable expense. , 41.38 35.93 29.20 26.49 26.54 28.88 30.78 31.55 31.74 31.95 32.18 32.85 
Fbcad~ 4.98 5.15 .5.18 5.21 5.20 5.21 5.24 5.30. 5.37 5.42 5.49 5.55 
TOIalcaah~ 49.38 41.08 34.38 31.88 31.75 34.09 38.00 36.65 37.11 37.38 37.65 38.20 
ReIutM abcM caah cotUI 5.00 -8.81 ·1.38 3.74 5.97 3.28 1.34 1:58 2.09 1.88 0.88 -1.03 

i 
1,000 head 58.141 80,915 62jW 61,568 81,884 62,901' 83,978 84,590 65.290 88,3S8 87,741 69,188 
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Table 27. Edtbaseline 
1997 1998 1999 ,2000 2001 2004 2005 2006 2007 

Mil. doz. 9' 7 5 I 5 5 5 5 5 5 5 5 5 
wr.doz. 8,460 6.625 6.790 '6.905 7.016 7.121 7.192 7.300 7.373 7.484 7,559 7.672 
Ptlrcent 1.4 2.6 2.5 ; 1.7 1.6 1.5 1.0 1.5 1.0 1.5 1.0 1.5 

! 

MiI.dOz. 7 4 6 4 5 5 5 5 5 5 5 5
Mil. doz. 6.476 8,636 6.601 '6.914 7.026 7.131 7.202 7,310 7.383 7.494 7,569 7.682 
P,arcent 1.4 2.5 2.5 1.7 1.6 1.5 1.0 1.5 1.0 1.5 1.0 1.5 

r 

HatcNnguse M~. doz. 695 922 970 ! 1.019 1.055 1.092 1.127 1.164 1,203 1.244 1,267 1,329 

Exports Mil. doz. 226 226 243 ! 260 270 275 260 285 290 295 300 305 


EndIng stocks Mil. doz. 7 5 5 , 5 5 5 5 5 5 5 5 5 

~ MH. doz. 5.345 5.483 5.583 : 5,631 5.696 5.759 5.790 5,6S6 5,685 5.949 5.977 8,043 
Per capita Plumber 239.4 243.3 245.6 ; 245.5 2462 246.6 246.0 246.8 246.0 246.6 245.7 246.4 
Q1ange I'ercent 0.7 1.6 0.9 0.0 0.3 0.2 -0.3 0.3 -0.3 0.3 -0.4 0.3 

Prices: 

Eggs, farm CeOtsldoz. 69.6, 65.5 62.4 60.1 57.5 58.7 60.6 ' 58:6 64.9 60.6 64.9 • 60.6 
New yorlt, Grade A Iarg8 CenIII/doZ.. 61.2 76.0 72.5 69.5 66.5 65.5 70.0 66.0 75.0 70.0 75.0 70.0 
Deflated wholesale prtces Centaldoz. ' SO.6 46.5 43.2, 40.3 37.4 35.7 37.1 35.0 37.4 33.9 35.3 32.0 
ReIaII. Grade A, I8!g& C.enlsldoz. 106 104 101 I 97 93 92 97 95 103 98 103 98 
RetaB: Eggs 1982-84.100 140.0 135.4 132.5 : 126.6 124.6 124.0· 131.5 130.2 142..0 135.5 144.0 137.5 

ICosts and I'8tumII: 

TotaICOSIs Centsldoz. 72.00 63.11 60.00' 55.13 55..75 60.65 65.04 67.09 67.97 66.88 69.81 71.23 
Net reluma c::entsldoz. 9.20 12.89 12.SO I 14.37 10.75 4.65 4.96 0.91 7.03 1.12 5.19 ·1.23 

Table 28. Oal!y bafl&llne 
1997198 199!W9 1999@!09 '2!?!!M)1 2001!!l2 2OO2t03 2O!:!iW4 2904t'05 2OO¥l!l 200!!A)7 2007108 2008109 

ProductIoII data: 
Milk procIucIIonNunQlrot __ Bit lis. 

1.000 
157.0 
9.200 

159.3 
9.150 

162.9 
9;100 I 

163.7 
9.000 

165.2 
8,910 

166.7 
8,830 

169.0 
8,785 

170.3 
6.680 

172.3 
8.805 

174.3 
8.530 

178.7 
8.455 

176.3 
8.360 

Milk per 0I7fI P,)unds 17.065 17.405 17,905 , 18.185 18,540 18,875 19.280 19,815 20.020 20,430 20.900 21,275 

,COrnrnaR:iaI l1li8: 
MIIkfat bailie 159.1181.4 1114,1 : 185.0 166.3 167.7 170.2 171.4 173.8 175.5 176.1 179.8 
SIdm IOIidI 155.4 158.2 163.2' 1114.7 166.1 157.5 170.0 171.2 173.4 175.3 176.0, 179.4 

Net AII1'IO\IP: 
. MUIdat baalI fill. ... 0.7 0.3 0.9 0.9 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 

SIdmIOtil 1111. ... 4.5 as 2.1 : 1.8 1.8 1.8 1.8 1.~ 1.8 1.8 1.8 1.8 

Pn::et: I 
BaIlIe FomuIa Prtoe fIowt 1328 13.15 11.80: 12.65 13.45 14.10 14.80 14.65 15.15 15.45 15.75 18.05 
All mil: fIowt 14M 14.80 13.00: 13.95 14.55 15.20 15.70 15.95 18.25 18.55 18.65 17.15 
RelaI... dally producta 19112-6400100 148.8 158.5 153.0 156.5 180.0 1114.5 168.11 171.5 175.0 176.0 182.0 185.0 

COIIIII and reUnI: 
RaIIonwu 
Ret\mI ebove 

$Icwt 8.12 7.11, 8.80j, 8.65 7.357.80 8.10 8.25 6.35 8.45 8.55 8.75 

conclIIlbale COII1I 11.15 11.91 10.14' 11.07 11.48 11.92 12.80 12M 12.74 13.00 1328 13.48 
MlIk.feed 1liiio 1.79 2.09 1.91; 2.04 1.98 1.95 1.94 1.93 1,95 1.98 1.97 1.98 

I . 
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Table 29. Farm recele!!1 !21\Sl1S1 and Incomes In nominal dollars I 

1997 19911 1999 2000 l!!lOl 2002 l!U03 2004 l!OO! 2006 2007 2006 
B/Hion dollars ,Cash receipts: 

Crops 112.1 104.7 102.0 104.4 108.3 114.0 . 119.0 123.0 126.2 129.2 132.1 135.4 
LIvestock and productS 96.6 93.4 96.0 94.9 97.7 .100.1 103.9 107.2 110,4 112.8 115.6 117.8 
All commodllles 208.7 198.0 198.0 199.3 206.0 214.1 222.9 230.2 236.8 ·242.0 247.7 253.2 

Farm-related Income 11.8 11.8 11.8 11.6 11.7 11.7 11.8 11.9 11.9 12.0 12.0 12.1 
Government payments 7.5 . 12.9 11.3 9.2 7.8 6.7 6.1 6.1 6.1 6.1 6.1 8.1 
Gross cash Income 228.0 222.7 220.9 220.;1 225.4 232.5 240.8 248.2 254.8 260.0 265.8 271.3 

Cash expenses 187.2 163.6 164.3 167.5 172.3 178.8 185.9 191.9 197.5 202.9 208.4 214.5 
Net cash Income 60.8 59.1 . 56.6 52,7 53.2 53.7 SS.O 56.2 57.1 57.1 57.4 '56.9 

Value of Inventory change -0.4 -1.0 -0.4 0:7 1.2 0.9 0.4 0.2 0.3 0.2 0.1 0.0 
Non-money Income 10.7 11.3 11.9 1L9 11.9 . 12.0 12.1 12.2 12.2 12.5 12.7 13.0 
Gross farm Income 238.3 233.0 232." 23i7 238.6 245.4 253.4 260.5 267.1 272.7 278.7 ,284.3 

, 
Noncash expenses 15.8 15.9 16.1 15.8 15.3 14.9 14.5 13.9 13.2 13.3 13.4 13.6 
Operator dwelling experlSeS 5.5 .5.6 .5.7 5.7 5.7 5.7 5.7 5.8 5.8 5.8 5.8 5.8 
Total production expenses 188.4 185.1 188.1 188.9 . 193.3 199.4 206.1 211.8 218.6 222.0 227.6 233.9 
Net farm Income 49.8 48.0 48.4 ~.8 45.3 48.0 47.3 49.0 50.5 50.6 51.0 50.4 

FarmasselS 1.088.8 1.124.7 1.162.9 1.169.2 1.226.0 1,271.0 1,325.0 1,381.2 1,436.4 1,488.8 1,547.6 1.607.2 
Farm debt 165.4 170.4 . 169.1 113.6 177.6 182.8 188.4 193.5 198.7 203.5 208.3 213.6 
Farm equity 923.4 954.3 993.8 1.015.6 1.048.4 1.088.1 1.136.8 1.187.7 1.237.7 1.285.4 1,339.3 1.~3.6 

Percent 

Debt/equity ratio 17.9 17.9 17.0 17.1 16.9 16.8 18.6 16.3 16.1 15.6 15.6 15.3 
DebtlasselS rallo 15.2 15.2 '14.5 1'4.6 14.5 14.4 14.2 14.0 13.8 13.7 13.5 13.3 

Table 30. Fann rece~tsl 8!!e!,"seSI and Incomes In 1992 dollars 
1997 1& 1999 l!OOi'l ~1 l!!lOl! l!OO3 2054 m m ~ l!00'!I 

Billion 1992 dollars 11 
Cash receipts: 
Crops 100.5 . 92.4 87.9 87.5 88.1 90.1 91.4 91.8 91.6 91.1 90.5 90.2 
LIvestock and products 
All commodllle8 

86.6 
187.0 

82.4 
174.9 

82.7 
170.6 

',19.6 
187.2 

79.5 
187.8 

79.1 
169;3 

79.9 
171.3 

80.1 
171.9 

80.2 
171.7 

79.6 
170.7 

79.2 
169.8 

78.5 
168.8 

Fann-ralated Income 10.6 10.4 10.0 .' 9.7 9.5 9.3 9.1 8.9 8.7 8.4 8.2 8.1 
Government payments 
Gross cash Income 

8.7 
. 204.3 

11.4 
198.7 

9.7 
190.3 

17.7 
184.7 

6.3 
183.4 

5.3 
183.9 

4.7 
185.1 

4.5 
185.3 

4.4 
184.8 

4.3 
183.4 

4.1 
182.2 

4.0 
180.7 

Cash expenses 149.8 144.5 141.5 140.5 140.2 141.4 142.8 143.3 143.4 143.1 142.8 142.9 
Net cash Income 54.5 52.2 48.8 :44.2 43.2 42.5 42.3 42.0 41.4 40.3 39.3 37.8 

Value of Inventory change 
NoIHnoney Income· 
Gross farm Income 

-0.4 
9.8 

213.8 

.-0.9 
10.0 

205.8 . 

-0.3 
10.2 

200.2 

I 

I 0.6 
,10.0 
:,95.2 

1.0 
9.7 

194.1 

0.7 
9.5 

194.0 

0.3 
9.3 

194.7 

0.2 
9.1 

194.8 

0.2 
8.9 

193.8 

0.1 
8.8 

192.3 

0.1 
8.7 

191.0 

0.0 
8.8 

189.4 
I 

Noncash expenses 
0pera1Dl' dwelling expellSlMl 
Total expenses . 
Net farm Income 

14.1 
4.9 

168.8 
44.7 

14.0 
4.9 

183.4 
42.3 

13.9 
4.9 

160.3 
40.0 

' 13.2 
I 4.8 
'158.5 
i 36.7 

12.5 
4.8 

157.3 
36.8 

11.8 
4.5 

157.7 
36.4 

11.1 
4.4 

158.4 
36.4 

10.4 
4.3 

158.0 
36.8 

9.8 
4.2 

157.2 
36•.8 

9.4 
4.1 

168.8 
35.7 

9.2 
4.0 

168.0 
35.0 

9.0 
3.9 

155.8 
33.8 

Farm assets 
Farm debt 

975.9 
148.3 

993.2 
150.5 

1.001.9 
145.7 

1997.8 
,145.8 

997.5 
144.5 

1.005.0 
144.6 

1.018.2 
144.8 

1.031.5 
. 144.5 

1.042.4 
144.2 

1.050.0 
143.5 

1.080.7 
142.8 

1.070.5 
142.3 

Farm8Qultv 827.7 842.7 856.2 i852.0 853.0 860.4 873.4 888.9 898.2 908.5 918.0 928.2 

11 Nominal dollar values dllilded ~ the GDP deflator. 
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Agricultural Trade , 
I 

. Growth in global agricultural trade will be slo~ed over the next 2 to 3 years by weakened 

demand in key markets, particularly in Asia and the former Soviet Union (FSU). In these . 

. regions, import demand will be constrained by reduced incomes, and by the impact of large 

currency devaluations on both consumer and producer prices. Global trade will, however, 

continue to be suppo11ed by relatively strong demand in other developing country markets in 

Latin Am~rica, North Mrica,and the Middle ~ast. U.S. agricultural exports will slow over the 

next 2 to 3 years, reflecting slowed growth in :global trade, as well as increased competition. In 

the near term, U.S. fann exports are likely to face increased competition stemming from 

'productivity gains by other exporters, particularly Argentina, and from developing and transition 
economies where currencies have been sharply devalued. 

I 

Longer term prospects for globai and U.S. trade remain relatively bright. The Asian economies 
are assumed to recoyer to relatively strong rat,es of growth over a 3 to 4 year perioo, and long
term growth in other developing regions is expected to higher than during the 1980s. This 
generally favorat>le leconomic outlook for developing countries is expected to drive fastergains 
in agricultural trade after 2000. Trade expansion will also be aided by freer trade associated with 

. ongoing unilateral policy refonns and existiJ:~g multilateral reforms. Relatively strong growth in 
import demand for bulk agricultural commodities is projected, supported by broad-based 

'. expansion across developing regions. including China, South and Southeast ASia, Latin America, 
North Mrica, and the Middle East. The FSlJ. formerly a key grain importer, is not expected to 
be a source of significant import demand over the projection period. Higher incomes in 
developing countrie:s, where consumers tend to spend a relatively large share of new income on 
food•.will be a key detenninantof demand and.trade growth. As incomes rise in developing 
countries, the demand for agricultural goods expands rapidly, both through increases in direct' 
food use and through derived demand for livestock feeds to meet rising meat demand. 

Future trends in Chinas agriCUltural trade remain an important question in the global outlook. 
Significant uncertainty regarding basic data: and future policies, combined with the size of 
Chinak agricultural economy. make alternative trade projections both plausible and globally 
significant. The current projections indicate only modest growth in Chinak import demand for . 
most bulk commodities. particularly wheat :and coarse grains. Recent developments in China 
suggest that there is still significant potenti~ for boosting crop yields, and that historical growth 
in meat demand 8l11d feed use has been slower than once thought. . 

, 

World commodity prices are expected to remain depressed in the near term by the combination 
of weakened global demand and increased :exportable supplies from traditional and 
nontraditional competitors. Prices are proj~ted to strengthen over the longer tenn, as supplies 

. adjust and a recovery in Asian demand is added to steady growth in other regions. However, 

particularly with limited growth in imports by China and the FSU, real prices are projected to 

continue to decline over the longer term as' productivity gains continue to outpace growth in 


. 1 • . 

demand. . . 
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· Grains are expected to lead the stronger projec,ted growth of bulk commodity. trade during 
· 2000-2008. Projected gains in coarse grain ~de are particularly strong, predicated on rising 
incomes in developing regions and increased ~emand for livestock products.and feeds. Wheat 
and vegetable oil trade will also continue to expand in response to rising incomes and 
urbanization in developing countries. Trade ih soybeans and meal also is projeCted to'show solid 
long-term growth as a result of the expansion ;of meat consumption and production in developing 
·countries. Raw cottcln demand and trade are expected to strengthen after 2000, but growth is 
expected to be slower than in·the 1980s, wheq. there was increased substitution of cotton for' 
synthetic fibers. . i 

Table 33. Intemational trade summa!l:.;b~ decade or indicated eeriod 1/ 
CoarSe Soybean Soybean 

Years Wheat Rice grain~ Soybeans meal oil Cotton 
World tradft growth, annual percent ~ 
1960 to 1970 31 1.1 2.2 4.9 11.4 14.4 . 11.3 . 0.8 
1970 to 198,0 4.7 4.9 8~7 8.2 11.7 12.8 1.2 
1980 to 19EJO .;0.3 0.6 -110 -0.4 2.9 0.5 2.5 
1990 to 2000 -0.7 6.1 014 5.3 4.4 6.6 -0.9 
2000 to 20()8 2.3 2.7 2.l8 1.6 1.9 2.8 1.9 

i 
U.S. export growth,annual percent: 
1960 to 19~70 3/ -0.8 6.3 3.8 12.6 13.0 5.3 -5.4 
1970 to 1980 6.4 6.8 12.7 7.2 5.8 5.4 6.1 
1980 to 1990 -3.3 -0.5 -0.7 -3.7 . -1.8 -5.5 2.3 
1990 to 2000 -0.4 0.5 0.4 4.7 5.7 11.6 .-1.7 
2000 to 2008 2.3 0.8 3.3 1~3 -0.4 . 3.3 1.6 

I 

U.S. share of world trade, average percent 21 
1960 to 197031 37.6 19.0 SO.O 90.6 . 65.6 66.6 . 18.3 
1970 to HI80 43.0 22.1 59.4 82.6 43.5 37.5 19.8 
1980 to 1090 37.3 20.2 59.4 72.6 23.7 19.3 21.5 
1990 to 2000 31.3 . 14.0 56.0 64.5 19.7 . 16.1 25.1 

I 

2000 to 2008 33.6 9.4 .57.3 62.2 20.2 22.2 24.6 

11 Years refer to the first year of the Commodity marketing year. 

21 Trade and trade shares include intra-FSU trade for periods starting in 1990 

and later; intra-FSU trade for cotton also is included in the 1980 to 1990 and the 

1970 to 1980 pel"icids. . ! 


·31 Data for soybeans, soybean mea!. and soybean oil begin in 1964. 


U.S. exports are projected to strengthen for most bulk commodities over the longer term. U.S. 
wheat and coarSe grain exports are projec~ to expand the fastest, although competition is 
expected to increase in both markets. By ~e middle of the projection period, U.S. wheat exports 
are projected to slow when higher world prices and declining internal EU prices permit the EU to 

.. 	export wheat without subsidy. U.S. com exports are expected to face continued competition 
from China and, particularly, Argentina. U.S. rice exports are projected to be roughly constant, 
as domestic dem.and captures nearly all the gains in U.S. production. Anticipated growth in U.S~ 
exports of soybeans and products is faster than in the 1980s because of projected gains in both 
area and yields, despite weaker market pr:ices. U.S. raw cotton exports are projected to . . 
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strengthen in the longer term, benefiting from, rising demand and reduced competition in some ' 
countries; 

, 

Global meat demand and trade, and U.S. meat exports, will be depressed in the near term by the , 
slowdown in import demand in East Asia andithe FSU. Growth in meat trade is, however, ' , 
projected to resume after 2000, as demand re40vers in these key markets. Already negotiated 
reductions in trade barriers will support gain~ in meat trade in East Asia. Although FSU import' 
demand is likely to be depressed for 3 to 5 y~ars by the recent economic crisis, imports are 
expected to rebound in the longer term, with the retumof modest economic growth and only 
slow expansion in the domestic feed-livestOc~ sector. 

, 

U.S. Agricultural Trade 
, 

Value' 

The total value of U.S. agricultural exports i~ projected to deCline in ,1999 and 2000, but then 
grows for the rest of the baseline, reaching a~out $73 billion by 2008~ U.S. imports rise to $50 
billion in 2008. Th.~ resulting agriCUltural trade surplus in fiscal 2008 is projected at $22.5 
billion. 

Table 34. U.S. agricultural trade valuesl baseline eroiectlons, fiscal Xears 
I 1998-2008 

1997 ' 1998 199911 2000 2001 2002 2003 2004 2005 2006 2007 2008 srowth rate 

Simon dollars Percent 
Agricultural elq)Orts: 
Animals and products 11.4 .11.2 11.3 11.4i 11.9 12.3 12.9 13.5 14.2 14.8 15.4 15.9 3.5 
Grains, feeds, and produc:ts 16.5 14.1 13.9 14.1i 15.8 17.0 18.1 18.9 19.5 20.1 21.2 21.4 4.2 
Oilseeds and products 11.4 11.1 9.3 7.1 7.2 7.7 8.2 8.7 9.0 9.3 9.6 9.8 -1.2 
Horticultural products 10.6 10.3 10.1 10.1; 11.4 12.0 12.7 13.4 14.2 14.9 15.7 16.5 ' 4.8 
Tobacco. unmanufactured 1.6 1.4 1.4 1.4 1.4 1.4 1.4 1.3 1.3 1.3 1.3 1.4 -0.6 ' 
Cotton and linters 2.7 2.5 1.6 1.9 2.4 2.4 2.5 2.6 2.6 2.7 2.7 2.8 1.0 
Other elq)Orts 3.0 2.9 ' 2.9 3.6 3.8 3.9 4.1 4.2 4.4 4.5 4.6 4.8 5.2 

I 
Total agricultural elq)Orts 57.3 53.6 50.5' 50.2 53.9 56.7 '59.9 62.8 65.2 67.6 70.6 72.6 3.1 
, Bulk commodities elq)OrtiS 23.3 20.0 18.0 17.5 19.7 21.0 22.5 23.6 24.2 25.0 26.2 26.5 2.8 

High.....alue product elq)Orts 33.9 33.6 32.5 32.7' 34.2 35.7 37.4 39.2 41.0 42.7 44.4 46.1 3.2 
High-value product sham 59.2% 62.7% 64.4% 65.1% 63.5% 62.9% 62.4% 62.5% 62.8% 63.1% 62.9% 63.5% 

j 

,.Agricultural irrq:)orts: 
, I 

Animals and products 6.4 6.8 6.8 6.9 7.0 ' 7.1 7.4 7.7 8.0 8.3 8.6 9.0 2.8 
Grains, feeds. and products 2.9 2.9 3.0 3.0 3.1 3.2 3.3 ,3.4 3.6 3.7 3.7 3.7 2.5 
Oilseeds and products 2.2 2.2 2.4 2.5 2.6 2.9 3.2 3.2 3.5 3.5 3.6 3.6 5.0 
Ho!1iCUItur8J products , 12.7 13.9 14.5 15':1 15.8 16.5 ' 17.2 17.9 18.5 19.2 19.7 20.3 3.9 
Tobacco, ~manufactun!ld 1.2 0.8 0.9 u 1.1 1.2 1.2 1.3 1.3 1.3 1.3 1.3 5.0 
Sugar and related pl"odllCtS 1.9 1.7 1.8 1;9 2.0 2.2 2.3 2.4 2.5 2.5 2.5 2.5 3.9 
Coffee, cocoa, and Nbtier 6.4 8.3 6.5 6.6 6.7 6.7 6.7 6.8 6.8 6.9 6.9 7.0 1.0 
Other irrq:)orts 2.1 2.4 2.6 2:5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.6 0.9 

Total agricultural Imports. 35.8 37.0 38.5 ' 39~6 40.8 42.3 43.7 45.2 46.7 47.9 48.9 50.0 3.1 

Net agricultural trade balance 21.5 16.6 12.0 10~6 13.1 14.5 16.1 17.6 18.5 19.8 21.7 ' 22.5 3.1 


11 The projections were c:ompleted In November 1998 based on policy decisions and othe~ Information knowri at that time. For updates 

of the nearby yeai' foreclists, see USDA's,OutIook for U.S. Agricultural Trade report, pubUshed In February, May, August. and 

December. 

Note: Other elq)Orts COl1iSlsts of seeds. sugar and tropical P~1K:ts1 and beverages and preparations. Essential oils are Included In 

horticultural products. Bulk commodities Include wheat, ric8. feed grains, soybeans. cotton, and~. High-Yalue products (HVP's) 

Is calculated as total e~lOrts less the bulk commodities. HVP'slncludes semi-processed and processed grains and oilseeds. animals 

and products, horticultural prodlK:ts. and sugar and tropical products. Other irrq:)orts Includes seeds, beverages except beer and wine, ' 

and miscellaneous COI'I'lInodlties. . ': ,., , 
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Declining prices resllllting from large world s*pplies. weak global demand. and a strong U.S. 
dollarled to lower export value in FY 1998. with exports ofboth bulk and high-value products 
(HVPs) declining. U.S. export value is projeCted in the baseline to fall to ~ear $50 billion for 
FY 1999 and 2000. After 2000. however•. growth in both bulk and HVP exports is expected to 
rebound for the renuLinder of the baseline. Averaging 2.8 percent per year during 1998-2008. ' 
projected bulk commodity value growth exc~ds growth in both the 1980s and the 1990s. 

'lending strength to total export earnings. HVp export growth is projected to average 3.2 percent 
annually during 1998-2008. Much of the H~ gain is in horticultural products. Exports of 
animals and products. led by beef. pork. and poultry. also show significant growth. 

, I 
I 

U.S. imports are projected to rise from $37 ~illion in fiscal 1998 to $50 billion in fiscal in 2008. 
an average annual increase of 3 percent. . From 1994 to 1997. agricultural imports increased 10 
percent annually. Import growth has recently returned to the expected long-term growth pace 
due to slower incretLSes in domestic priCes of meats and grain-based foods. While a stronger 
U.S. dollar has reduced prices of imported commodities, a small response in the import volume 
for many high-value food items has lessened the growth in the value of imports. Imports of 
horticultural produc;ts, the largest componen~ of U.S. agricultural imports, are expectedto 
increase by $6.4 billion from 1998 to 2008, with average annual growth of 4 percent. Beverages, 
fruits, and vegetables will be supplied largely by Mexico, Canada, Chile, and the European 
Union. . 	 : 

Jl?oreign Agricultural P~licy Assumptions and Highlights 
, 

Policyassumption:s underlying both U.S. abd foreign projections are based on full compliance' 
with all bilateral and multilateral agreemeqts affecting agriculture and agricultural trade as of 
November 1998. Bilateral agreements affepting agricultural trade between the United States and 
Canada, the United States and Mexico. the United States and Japan (beef and citrus), and the 
United States and Korea (beet) are exampl¢s of agreements for which full compliance is" . 
assumed. In conttast, no compliance is assumed for any agreements not formally ratified by . 
November 1998. '. . 

For multilateral agreements, the projectio~s assume full compliance with the internal support, 
market access, and export subsidy provisions of the Uruguay Round Agreement on Agriculture 
by all parties to tbe agreement. Several potential multilateral agreements that could have a 
significant impaclt on agricultural trade are now under consideration; but are assumed'JOt to 
occur in these projections.' These include:! ' 

. . 	 I . 	 . , 
. , 	 . 

• No accession to the World Trade q>rganization (WTO) by the FSU, China, or Taiwan; 

• No enlargement of the EU-15 to a4d one or more Central or East European countries; 
, 
, 

• 	 No implementation of more liberalized trade among the Asia-Pacific Economic 

Cooperation (APEC) countries, arid; 


I 

it . 	 No expansion of NAFT A to incluide additional countries. 
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FISCAL 1999 AGRICULTURAL EXPORTS FORECAST TO FALL BELOW $50 BILLION 
I 

U.S. 'agricultural exports in fiscal 1999 are forecast at $49 billion, 
down $1.5 billion from the November estimate and $4.6 billion below 
fiscal 1998. Weak'world demand an9- large world supplies largely account 
for the decline. Excluding Mexico~ year-to-year declines are forecast in 
all major markets. Soybean and soybean product exports are forecast down 
almost $3.5 billion from last year, as both volume and prices have 
fallen. The severe. decline in U.S. production and weak world prices have 

'sharply 	reduced U.S. cotton exports. The decline in,exports of poultry 
meat from 1998 l~rgely reflects re¢iuced Russian imports and lower prices. 
Other major export: conunodities are forecast to record minor changes in 
value from 1998 as declining price!:; are offset by increasing volume. For 
example, the volume of corn export,S is forecast up 17 percent, to 44 
million tons, while the value is vlrtually unchanged at $4.3 billion. 

U.S~ agricultural imports areforebast to be $38 billion in fiscal 1999, 
up $1. billion from 1998. Most 0f ;the increase is account,ed for by 
horticultural products. The agric'ulturaltrade surplus, forecast at $11, 
billion, is the lowest since 1987.' . 

,As of this issue, this publicatioz\ is renamed Outlook for U.S. 
Agricultural Trad~ from Outlook for U.S. Agricultural Exports, reflecting 
the increased emp:hasis on imports.1 

Table 1--U.S. agricultural trade, fiscal years, 1994-1999 
, ~- Year endipg· September 30-

------------------------~---~----~------------------------------------~ 
Item 1994 1995 1996 ' 1997 1998 1999 Projected 

Nov. Feb. 
---------------------------------~-------------------------------------.

--Billion;dollars-
Exports 43.9 54.6 59.8 57.3 53.6 50.5 49.0 

Imports 26.6 29.9 32.6 35.8 37.0 38.5 ' 38.0 

Balance 17.3 24.7 27.2 21.5 16.6 12.0 11.0 
, , 

i 
, --Million,metric tons - 

Ex. volume 127.5 169.7 158.4 147.3 142.0 149.8 146.7 
--------~--------.----------------~------------~------------------------

, This outlook reflects conunodity fprecasts in the Feb. 10, 1999,' World 
Agricultural Supply' and Demand ES,timates. 



-----------------------------------------------------------------------

Commodity Highlights 

The forecast for :Eiscal 1999 expor;ts of u. S. wheat and flour is lowered 
$300 million from November to $3.9: billion. Swamping an upward 
adjustment in wheat flour export volume,. the forecast for wheat 

. shipments is redu4::ed 3 million tons to 28.5 million tons. The average 
export price for i3.11 wheat remains, unchanged at $130/ton. This outlook 
still reflects a year-over-yeariI:\crease in wheat export volume 
although not asl,arge as envision~d in November. Since then, world 
import demand was reduced and Arg¢ntina is now expected to export more. 

. ., 

Table 2--U.S. agricultural export~: Value by commodity, 1997-1999 
, .-------~----------------------------~----------~-----~---~-----------

October-December Fiscal Fiscal 1999 
Commodity . ,1997 1998 1998 Projected 

Nov. Feb. 
-------------------------------------------------------------------"---

Grains and feeds 1/ 
Wheat & flour' 
Rice 
Coarse grains 2/· 

Corn 

Feeds and f oddelrs 


Oilseeds.andproducts
Soybeans . 

Soybean meal 

Soybean oil 


.Livestock product,s 
Beef, pork & va.riety meats 
Hides & skins, incl. furs 

Poul try & product.s 
Poultry meat 

Dairy products 
Tobacco, unmanufi3.ctured 
Cotton & linters 
Seeds 
Horticultural products 

Fruits & preparations 
Vegetables & preparations 
Tree nuts & preparations 

Sugar, tropical, and other 

Total 3/ 

, 
: --Billion dollars-

3.851 3.910 14.109 13.9 13.8 
1.096 1.045 3.887 4.2 3.9 
0.276 0.353 1.134 . 1.0 1.1 
1:.3!i19 1.402 4.990 4.7 4.8 
1.159 1.279 4.291 . 4.2 4.3 
0.650 0.621 2.411 2.3 2.3 

4.683 3.151 11.090 9.3 8.6 
3.226 1.945 6.117 5.1 4.7 
0.637 0.328 1.944 1.4 1.2 
0.2~1 0.258 0.881 0.8 0.7 

2.095 1.901 7.626 8.1 7.9 
1.0,80 0.974 4.045 4.5 4.2 
0.3,54 0.255 1.358 1.5 1~4 

0.7,27 0.549 2.712' 2.3 2.3 
0.632 0.461 2.347 1.8 1.9 
0.236 0.224 0.897 0.9 0.9 
0.3:73 0.384 1.448 1.4 1.4 
0.q56 
0.253 

0.681 
0.254 

2.537 
0.838 

1.6 
0.9 

1.4 
0.9 

2.820 2.763 10.318 10.1 10.0 
0.842 0.823 3.202 3.0 2.9 
0.714 0.740 2.805 2.8 2.8 
0.458 0.414 1.215 1.3 1.3 
0.537 0.516 2.054 2.0 1.9 

16.231 '14.333 53.629 50.5 49.0 
. . .' .' . 

1/ Includes puls,es and corn products. 2'1 Includes corn, barley, 
sorghum, oats, and rye. 3/ Totais might not add due to rounding.

I 

I 

,., 
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---------------------------------------------------------------------

U.S. coarse grain exports are raised 1.2 million tons and $100 million 
to 49.4 million t:ons valued at $4:.8 billion. The export forecast for 
corn is increased 1.5 million tons to·44 million tons and, with the 
export price of ~~98/ton unchanged, . export value is raised $100 million 
to $4.3. billion. Partially offsetting corn volume gains, sorghum 
exports are reduced 200,000 tons ~inceJapan is expected to shift to 
corn. The outlopk for U.S. corn exports has improved since November 
with upward revi~:;ions in demand from Japan, Korea, and Malaysia and 
reduced competition from Argentina. . . 

. . I 

Fiscal 1999 rice exports are forecast to reach 3.2 million tons valued 
at $1.1 billion. This represents! a 200,OOO-ton increase from the 
November estimat43. Export value :is restrained due to somewhat lower 
prices, the result of a larger proportion of rough rice shipments .and 
generally reduced world rice pric:es. U. S .. export volume is increased 
due to larger shipments to Brazil.· 

. Reflecting downward adjustments to both export volume and prices, 
fiscal 1999 U.S. oilseed and products exports are lowered 1.3 million 
tons and nearly $800 million to ~3.8 million tons valued at $8.6 
billion~ Soybean. exports are requced 800,000 tons and $400 million to 
22.3 million tons valued at $4.7 ibillion.This reflects an average 

export price of $212/ton for soybeans, 4.5 percent lower than the 

November . . 


Table 3--U.S. agricultural eiports:.Volume by commodity, 1997-99 
! • . 

. . 
October-December Fiscal Fiscal 1999 

Commodity 1~97 1998 1998 Projected 
Nov. Feb. 

-----------~--~~----------------T------------------------------------
I --Million metric tons-~ 

Wheat 6.729 7.827 25.800 31.5 28.5 
Wheat flour 0.141 0.246 0.45~ 0.5 0.6 
·Rice 0.734 1.147 3.315 3.0 3.2 
Coarse grains 1/ 11.~97 14.252 43.960 48.2 49.4 
. Corn 9.596 13.015 37.697 42.5 44.0 

. Feeds & fodders 3.058 3.129 11.688 11.9 11.9 
Oilseedsand products 15.~64 12.362 36.018 35.1 33.8 

Soybeans ·12.063 9.052 23.287 23.1 22.3 
Soybean meal. 2.359 1.924 8.464 7.8 7.2 
Soybean· oil 0.~81 0.413 1.3961.2 1.2 

Beef, pork & vaJdety meats 0.;398 0.390 1.559 L 7 1.7 
Poultry meat 0.~88 0.~62 2.663 2.3 2.3 
Animal fats 0.~32 0.187 1~365 1.3 1.3 
Cotton & linter:; 0.401 0.462 1.602 1.0 0.9 
Horticultural products 1.,956 1.971 7.4147.3 7.1 

. Other 1.'641 1. 876 6.169 6.0 6.0 
Total agriculture 43J139 44.411 142.012 149.8 146.7 
Major bulk products 2/ ~lJ524 32.740 97.964 106.8 104.3 

-----------------~----~-~----~-~-~-~--~--------~----------~------~~----
1/ Includes corn, barley, sorghum, oats, and rye. 2/ Includes wheat, 
rice, coarse grains, soybeans, and cotton. 

I 
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THE SECRETARY OF AGRICULTURE 

WASHINGTON, D.C. 

20250-0100 

February 23, 1999 

MEMORANDUM FOR THE PRESIDENT 

FROM: Secretary Dan Glickman 

SUBJECT: The Outlook for the Farm Econom 

The Department of Agriculture (USDA) sees a,much wealW' agricultural e€onomy over the 
immediate to medium term .than it did one year ago. While prices, exports, and income 
will gradually recfJver, the outlook for this year and next, particularly, is espeCially bearish• 

. Released FebrualY 22, 1999, at its annual Outlook Conference, USDA's Agricultural . 
Baseline Projections to 2008 - the most recent version of the annual 10 year projection 
USDA releases - depicts a dramatic reversal from the conditions USDA foresaw just one 
year ago. According to these estimates, farm income will fall $8 to $9 billion from the 
1998 estimates, dragged down by lower domestic prices and exports USDA now projects . 
will be $15 billi()n lower over the next 10 years than the level estimated on year ~go. 

While the overall U.S. economy is doing very well, the farm economy is struggling and will 
likely continue to struggle in the coming months. In 1998, bad weather from california to 
Florida, very large global grain and soybean harvests, and the Asian slowdown combined to 

. reduce farm exports and commodity prices~ Nearly $6 billion in economic and disaster 
relief enacted 121st fall is helping many farmers through the leaner times. Unfortunately, 
exports and prices will be low in 1999 and farm financial pressure is likely to escalate.. 

While. most observers, in the media, farm groups, and in CongresS, have been aware of the 
slide in the fann economy for several months - as evidenced by last year's congressional 
debate on the emergency bill and, more recently, the crisis in hog prices - the release of 
this report, and the significant amount of news coverage it has garnered, puts an official . 
USDA imprimCitur on the decline, reinforcing the growing restiveness in the agricultural . 
community about both the economic outlook and the policy and political implications. 

On the. latter point, I have already been questioned repeatedly about the !l-dministration's 
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plans for a FY99 supplemental spending request for USDA, primarily for our farm lending 
programs, some of which have already exhausted their original FY99 appropriations and all 

. of which will be out of money in the next 4 to 6 weeks. Congress expects such a request, 
and many in the farm community have already begun pressuring Congress to act; I expecl 
that drumb~at to.il]Crease in intensity. . ' 

While I expect this to be the most immediate congressional manifestation of the growing 
concern about the farm economy's weakness, I also foresee more serious and attention
from Congress to the crop insurance reform initiative you announced in the State of the 
Union message, the continued dramatic structural changes in the livestock industry, and I 

, believe that there is a high likelihood that Congress will again tum its attention to basic 
farm policy chang,es. 

I am reluctant to burden you with a detailed discussion of the analysts' projections; 
.	however, becaUSE: of the prospects that this situation_will continue to attract both media 

and congressional attention, I think it is important for you to have the following fairly 

thorough overview of USDA's most current estimates. 


Farm Financial C:onditions. After strong economic performance in 1996 and 1997, critical 
sectors cjf the farm economy are undergoing the most severe financial stress of the decade. 

, There are two fundamental causes for this weakness. First, farmers and ranchers in many 
areas suffered crop prOduction losses due to disease, drought, pests, flooding, and 
excessive moistl.;lre in 1998. Except for cotton, these crop losses did not offset production 
increases elsewhere. Second, large U.S. crop and livestock production and lower demand 
fofU.S. agricultural exports due to large global production, the Asian and Russian 
economic crises, and a strengthening U.S. dollar caused agricultural commodity prices and 
incomes to plunge and will likely continue ,to pressure prices during 1999 ..U.S. 
agricultural exptlrts reached a record high of $60 billion in 1996. This year, we project 
exports of only !$49 billion. ' 

. Aggregate indicators of the agricultural economy portray a sector with problems in some 
.	areas, but gene!rally financially performing adequately entering 1999, primarily because of 
higher government payments~ Net cash farm income, while falling slightly in 1998, was . 
still near the record high set in 1997.. But, government payments to producers increased 
from $7.5 billion in 1997 to nearly $13 billion in 1998. Thedebt-to-asset ratio of farm 
operators remclinedat about 15 percentin 1998, compared with over 20 percent during 
the farm financial crisis of the mid-1980s. And, stable interest rates, low oil prices, and 
low inflation are helping to contain production expenses; 
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Rising crop surplus(~, continued low prices, and declining incomes will contribute to 
increasing farm financial stress in 1999. Farm income which is projected to decline in 
1999, coupled with little or no increase in farm asset values, means farmers will have more 

.	trouble getting credit and those who do will use up a greater portion of their income 
servicing debt. Producers who struggled with cash flow in 1998 resulting from low prices 
and adverse weather will see their problems worsen in 1999. 

Continued low hog, cattle, and field crop prices will place additional financial pressures on 
producers who spE!cialize in the produ~tion of these commodities and are already highly 
leverage~. Hog prices could continue to remain below break-evenlevels for most producers 
for much of 1999" and cattle prices, which have been low for quite. some time, may still 
not be strong enough to return a profit for some producers. For principal crops, net income 
could fall sharply•. For the crops to be harvested in 1999, net income from wheat, com, 

. soybean, upland Gotton and rice production could drop to $17 billion, compared with over 
$19 billion in the 1998 crop year and the average of $22.7 billion for the previous 5 years. 

Commodity Markets. The following table shows USDA's official season-average price 
- estimates for the current crop year compared with 'other years of the 1990s: . 

Commodity . 1990/91-97/98 Average 1998/99 Forecast Percent Change 

.. Wheat ($/bu) 3.47 2.70 -22 


Com ($/bu) 2.48 1.95 -21 

. Soybeans ($/bu) 6.16 5.20 -16 

Cotton (cents/lb.) 64.7 64.2* -1 

Rice ($/cwt) 7.97 8.50 +7 

Fed cattle ($/cwt) 70.2 65.5 -7 

Hogs ($/cwt) 45.2 34.0 -25 

Broilers (cents/llo) . 56.4 59.0 +5 

Milk ($/cwt) 13.5 14.4 +7 


(Note: Livestocl<, broiler and milk prices are for calendar years 1991-98, and 1999.) 
*Year to date; current prices are below 60 cents per pound. 

. 	 . 

Crops. This season, wheat priCes are being pressured by large stocks, a large winter wheat 
.. crop" and strong foreign competition. Wheat producers have reacted to the drop in wheat 

prices by reducing winter wheat planted acreage to the lowest level in 27 years. The drop 
in plantings should foster some recovery in wheat prices next season, which begins on July 
1st. However,. SUbstantial recovery in wheat prices is unlikely since U.S. wheat stocks at 
the end of the current sea~on are projected to be the highest, in more than a decade. 
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Memorandum for the President 
For Secretary Glickman on the Farm Economy Outlook' 

February 23, 1999 

Corn and soybean prices also dropped sharply during the 1998/99 season, which ends on 
August 31st for both crops. The prices of both crops are being pressured by large South 
American production and weak exports. U.S. carryover levels at the end of the 1998/99 
season are projected to be the highest in 6 years for corn and the highest in 12 years for 
soybe,ans. These high carryover levels will likely prevent much recovery in corn and 
soybean prices in the months ahead. 

Despite a 25-percent reduction in U.S. cotton production due to weather problems in 
Cali.fomia, Texas, and the Southeast, cotton prices are down nearly 20 percent since early 
November. Strong foreign cotton competition and from imported textiles and apparel, 
declining foreigndE!mand have contributed to lower exports, domestic use, and prices. 

In 1998/99, U.S. ,ice production was the second largest crop on record~ All States 
produced larger rice crops in 1998, except California because of adverse weather there in. 
1998. Somewhat larger U.S. supplies and increased foreign competition are placing . 
pressure on rice prices this season. Rice prices are projected to average down 14 percent 
this season, comp;ared with, 1 year ago, but remain above the average of the 1990s. 

Livestock, poultry and milk. Record-large per capita meat and poultry supplies and 
reduced exports to Asian countries depressed livestock prices in 1998~ In 1999, meat and 
poultry supplies will again be record large and continue to pressure livestock prices. The 
drop in hog prices, was especially severe in 1998, with the fann price falling 65 percent in 
December, compared to the same month a year earlier, as hog production reached, ' 
slaughter capaci~'~ Reflecting strong returns in 1996 and ,1997, hog pioducers expanded 
production which was up 10 percent in 1998. Hog supplies will remain high through at 
least the firSt half: of 1999. For all of 1999, hog prices are expected 'to average 25 percent· 
below the averagla of the 1990s. 

Cattle prices had been expected to strengthen in 1998, following 2 years of herd 
liquidation. However, low cattle prices and drought in Texas caused producers to continue , 
to reduce their hlards. For all of 1998, fed cattle prices averaged 7 percent lower than in 

. '1997 and was the lowest price in the 1990's. In 1999, fed cattle pri'ces are projected to 
improve to near. the level of 2 years ago, but still well below the average of the 19905. 

Broiler prices did well in 1998, averaging 7 percent above the year earlier, as production 
was negatively affected by below ncnnal egg hatching rates. In response to the higher 
prices and a return to more nonnal hatching rates, broiler production is projected to be up 
about 5 percent in 1999. Growing consumer demand will likely about offset the increase· 
in broiler production helping to hold broiler prices in 1999 above the average of the 19905. 
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For Secretary Glickman on the Farm Economy Outlook 

. February 23, 1999 

Farm-level milk pricE$ were record-high in 1998, averaging $15.38 per cwt. compared 
with $13.34 in 1997, as milk production was adversely affected by weather in California, 
Texas, and the Southeast.. Dairy farmers appear to be reacting to the record-high milk· 
prices and low feed costs over the past year by expanding milk production. After being up 
only fractionally for most of last year, milk production has increased sharply in recent 
months leading to lower milk prices. For all of 1999, farm-level milk prices to projected 
average about$l PEU cwt. lower than last year but above the average of the 1990s. 

To summarize, after' 2 years of record and near record prices, exports, and income, the US 
agricultural economy is entering a period of Significant weakness that will take at least 2 to 
3 yearS before recovering. The grains will continue under pressure, soybeans will fall 
sharply in price, and the livestock sector will remain, at best, relatively flat. While the 
volume of US farm ,exports will stay at or'near current levels, the value, because of low US 
and world prices, will fall Significantly and absent major infusions of government spending, 
on the magnitude of what we witness last year, farm income will soften considerable,. 
putting very significant pressure on small and medium sized farmers and accelerating the 
trends towards morebipolarization of the sector - increased concentration of fewer and 
bigger farmers, a scattering of small and very small, most part-time farmers, as the medium 
sized, what we normally consider the mainstay familyfarms, continue to be squeezed out 
of business. 

attachments: 

excerpts from 
.USDA's Agricultural Baseline Projections to 2008 and 

Outlook for US Agricultural.Trade 




UISDA Agricultural" Baseline 

Projections to 2008 


"

Interagency Agricultural Projections Committee 

Introduction· 

This report provides long-run baseline projections for the agricultural sector through 2008. 
Projections cover agricultural commodities, agricultural trade, and aggregate indicators of the 
sector, such as farm income ~d food prices. . 

The projections are a conditional scenario with no shocks and are based on specific assumptions 
regarding the macroeconomy, agricultural policy, the weather, and intern~tional developments. 
In particular, the ba~eline incorporates provisions of the Federal Agriculture Improvement and 
Reform Act of 1996 (1996 Farm Act) and assumes that current farm legislation remains in effect 
through 2008. The projections are notintended to be a Departmental forecast of what the future 
will be, but instead a deSCription of what would be expected to happen under the 1996 Farm Act, 
with very specific 4~xternal circumstances. Thus, the baseline provides a point of departure for 
discussion of altemative farm sector outcomes that could result under different assumptions. 

". . '. . 

The projections in this report were prep8.red in October through December 1998, in conjunction 
with the fiscal 2000 Presidents Budget analysis. Projections reflect a composite of model 
results and judgni4~ntal' analysis. Normal weather is assumed. The baseline reflects major 
agricultural policy decisions made through mi8.November 1998 and includes short-term " 
projections from the November 1998 World Agricultural Supply and Demand Estimates report. 
The projections dc> not include the 5-year data revisions for agricultural commodities released by 
USDAs National Agricultural Statistics Service in late-1998 and 1999. Also, the baseline does 
not reflect effects of the ~nt currency devaluation in Brazil. 

Summary of Projections 

This years baseline reflects the effects of a number of international factors which have 
combined to weaken the U.S. agricultural trade outlook for the next 10 years, either by reducing 
global demandor increasing world supplies.' The economic crisis in Asia and, to a lesser extent, 
the near-term economic contraction in Russia contribute to a prolonged period of weak global 
agricultural demand (see boxes, page96 and page 106). Key to baseline projections for 

. . agricultural tradc~ are macroeconomic ~umptions depicting these situations. As such, there are 
two distinct parts of the macroeconomic forecast. In the near to medi\1m term, the crisis 
situations and subsequent recovery dominate the outcome. For Asia, 1 to 3 years of negative' 
growth in crisis countries are followed by a return to moderately positive economic groWth. 
Then, in the last 5 years of the baseline, structural reform leads to more stable longterm . 
economicgroW1h, although projected growth for crisis-affected Asian countries is lowerthan in 
previous USDA baselines. For Russia, negative growth is assumed through 2000, with positive 
economic gains resuming in 2002, followed by modest growth in later years .. 
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Additionally, growth in world grain trade is affected by relatively moderate gains' projected 
for import dem,md by China, reflecting changes ina number of key assumptions (see box, 
page 93). Revi/;ed agricultural policy assumptions for China provide governmental support 
.	to rice, wh~at,·and com, encouraging output and reducing import demand for these crops. 
Revised livestock data for China suggest significantly smaller animal inventories and. lower 
feed grain demand throughout the baseline. Finally, an assumption of a declining real 
exchange rate a.gainst the U.S. dollar starting in 2001 reduces net agricultural import 
demand in China. . 

'. 	 Global supplies for many agricultural commodities are initially large for this baseline, and 

expanding production potential in a'number of foreign countries result in strong export 


. competition thJroughout the baseline .. Increased yield growth for com, wheat, and soybeans 
in Argentina and conversion of undeveloped land for soybeans in Brazil, for example, are 
projected in the baseline (see box, page 103). 

, . . . . . . '. 	 ' , 

As a consequence, lin the initial years of the baseline, much of the U.S. agriculture sector is' 

adjusting to a combination of weak.demand and large global supplies, before moving back 

toward longer term trends. In the longer run, strong export competition and only moderate grain 

import demand in China continue to influence the baseline projections, although more favorable 

global economic growth supports gains in trade and U.S. agricultural exports. This leads to 

rising nominal market prices, gains in farm income, arid increased stability in the financial 

condition of the U.S. agriCUltural sector~ 


The trend toward fewer but larger farms continues in the baseline. The sector will remain highly 
competitive, with successful producers having strong technical and managerial skills. 
Management of risk will be important for farmers, reflecting the reduced role of the government 
in the sector under the 1996 Farm Act. . 

Consumer food prices are projected to continue a long-term trend of rising less than the general 

inflation rate. Trcmds in consumer food expenditures towards a larger share for meals eaten 

away from home :are expected to continue. 


Macroeconomic Assumptions 

The outlook for the world ecOnomy over the next 10 years reflects to a large extent the evolving . 
Asia financial crisis,especially in the fmt half of the baseline. There are two distinct parts of the . 
forecast. In the Illear to medium term, the crisis and subsequent recovery dominate the outlook .. 
Negative economic growth in crisis countries for 1 to 3 years is followed by a return to 
moderately positive growth. Then, in the last 5 years of the baseline, structural reform in crisis 
countries leads te) more stable long-term economic growth, although assumed growth rates are 
lower than previ.ous expectations. Asian growth is assumed at 4.8 percent for 1997-2002, 
increasing to 6.1 percent for 2003-2008. While improving in the last 5 years of the baseline, this 
assumed rate of growth for Asia is 2 percentage points lower than the region\; 1991-1996 
average annual growth of 8.1 percent. Over~l, economic growth for developing economies is 

. slowed by the clrisis in Asia,.averaging under 5 percent annually in the baseline, compared to 5.4 
percent during 1.991-1996. The slowdown in economic growth for developing economies is· 
important for global agricultural demand because many developing countries have incomes at 
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levels where consumers diversify their diets and include more meats and other higher valued 

food products. ' 


. For transition ~onomies,growth is expected to remain strongest among the countries thai are 
further along in the transformation from centrally planned to market economies. Countries of 
Central and Eastern Europe, particularly Poland and Hungary. are expected to show relatively 
strong growth. In the/near term, however, crisis and structural adjustment characterize most FSU 
countries, with Russia and Ukraine showing negative growth through 2000. FSU countries are 
assumedto return to modest rates of economic growth by 2002. 

Developed countries are relatively unaffected by the Asia crisis as structural adjustments 
unClert3ken throughfJut the second part of the 1980s arid early 1990s have created a foundation 
for growth. Developed economies, including the United States, are projected to grow at higher 

, rates than in the 1991-1996 period; 2.4 percent compared with 1.9 percent. Low inflation and 

interest rates characterize the outlook. " " , 


. . . . 

The economy of the United States is only moderately affected by the Asia crisis, although U.S. 
, agriculture, as a tra.de-:-dependent sector, is very sensitive to conditions in the, international 
economy. U.S. GDP growth is expected to average 2.5 percent in 2003-2008, compared to 2.1 
percent growth duling 1991-1996, reflecting growth of the labor force and gains in productivity. 
Inflation is projeclied at 3.0 percent .for 2003-2008. ' 

Despite the near-b~rm declines in economic activity in the crisi&lffected countries and their 
slower long-term growth, world real GDP is projected to grow by about 2.9 percent annually' 
through 2008, cODlpared with 2.3 percent during 1991-1996." Stronger growth in developed 
countries and'in d'eveloping and transition countries that are not affected by the crisis account for 

, ' 

the increase in global economic gains. 

Agricultural Policy ASsumptions 

The baseline' incorporates provisions of the 1996 Farm Act and assumes a continuation of current 
agricultural law through the end of the projections. The baseline also includes policy decisions 
as of mid-November 1998; 

Nearly complete planting flexibility is provided under the 1996 Farm Act, allowing producers to 
respond to markc~t prices and returns" augmented by marketing loan benefits in low price years. 
Production flexibility contract payments are largely decoupled because they generally are not 
related to cUrrent plantings or to market prices. Marketing loanlloan deficiency payment , 
provisions of th(~ 1996 Farm Act provide an effective pefUnit revenue floor at the loan rate, with 
a countercyclical effect occurring through marketing loan gains or loan deficiency payments 
when the price is below the loan rate. The 1999 Appropriations Act provided additional funds in 
fiscal 1999 for c:ontract crops for market loss assistance. The total funding level provided 
through fiscal 2002 under the 1996 Farm Act for cotton user marketing certificates (known as the 
,Step 2 program) was reached in December 1998, but the baseline, assumes that Step 2 payments 
resume in fiscal 2003 when the funding for the program is no longer capped. 
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The baseline assumes, that the Conservation Reserve Program (CRP) will gradually build from its 
recent level of about 30 million acres to its maximum authorized level of 36.4 million acres by 
2002. New enrollmelnts in the CRP reflect periodic regular signups and continuous signups. A 
~~mpetitive selection. process is used for CRPenrollrnents. CRP enrollment bids compete for 

· acceptance into the program,based on an environmental benefits index with government costs 
taken into account. 

The baseline assumes full compliance with all bilateral and multilateral agreements. affecting 
agriculture and agricultural trade. Projections assume full compliance with the internal support; 
market access, and export subsidy provisions ofthe Uruguay Round (UR) Agreementon . 
Agriculture. The baseline assumes no accession to the World Trade Organization (WTO) by the 
FSU, China, or Taiwan; no enlargement of the European Union beyond its current 15 members; 
no implementation of more liberalized trade among the countries of the Asia-Pacific Economic 
Cooperation; and no expansion of the North American Free Trade Agreement. Agricultural and 
trade policies in individual foreign countries are assumed to continue to evolve along their 
current paths. 

Annual quantity and expenditure levels for the Export Enhancement Program (EEP) are assumed 
to be in compliance: with reductions in the UR agreement. The baseline assumes that no EEP 
expenditures occur in fiscal 1999, with EEP expenditures then assumed to resume in the baseline 
at funding levels s<~t in the 1996 Farm Act of $579 million in FY 2000 and $478 million in FY 
2001 and FY 2002.. The baseline assumes EEP funding renlains at $478 million for subsequent 
years as well. . ' 

P.L. 480 program levels decline ill fiscal years 2000 and 2001 and are then assumed constant for 
the rest of the base:line. Program levels projected for the GSMoI02 and GSM-103 credit 
guarantee progratIlS are nearly constant in the baseline. No special. donations beyond the fiscal 
1999·Section 416(b) shipments of wheat to Russia and other needy countries are aSsumed. 

Crops 

In the imtial year.; of the baseline, many crops are adjusting to a combination' of weak demand 
due in part to the Asia financial crisis and large global supplies, before moving back towards 
longer term trends with more robust growth. World demand is reduced for many U.S. crops over. 
the first few yean; of the baseline, 199912000 to 2001102. In the longer run, more favorable 
global economic growth supports increases in trade and U.S. agricultural exports, although gains 
are somewhat muted by continued strong export competition and only moderate growth in 
import demandu(l some markets, such as for grains to China. 

Planted. acreage for the eight major U.S. field crops (com, sorghum, barley, oats, wheat, rice, . 
upland cotton, and soybeans) increases nearly 10 million acres by 2008 from 1998 levels, 

· surpassing the n~ent high level of plantings for these crops attained in 1996. However, 
reflecting low prices for many crops'due to weak demand and large global supplies, aggregate 

· area planted to these crops declines somewhat over the next few years before turning upward 
again in 2002. :Planting flexibility ofcurrent agricultural legislation facilitates acreage 
movements by nllowing producers to respond to market prices and returns, augmented by . 
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m~keting 10anbenefiJs in lowprice years. Marketing loan benefits influence the cropping mix 
somewhat in the early years of the baseline when many prices are relatively low, but projected 
acreage gains in the l,onger term reflect land drawn into production based on strengthening 
market incentives. Yield gains for many crops are sufficient to mitigate some of the pressure on 
total land use. . . 

Projected gains in demtUld for U.S. soybeans, barley, and rice are driven primarily by domestic 
markets, with larger absolute increases and growth rates than exports. Increases in com use also 
are larger in the domestic market than in trade, although com exports have a higher growth rate. 
Strong competition iln global com trade from Argentina as well as moderate world import 

· demand growth, particularly for China, which is projected in the baseline to be a net com 
exporter until 2005106, combine to muteU.S. com export gains. Increases in disappearance for 
U.S. wheat, sorghumi, and cotton are driven by exports, with U.S. trade gains that are.larger in 

absolute tenns and growth rates than for domestic demand. U.S. wheat exports rise steadily in 

the baseline but face greater competition from the European Union (EU) starting in 2002103 

when the EU is projc:cted to be able to export wheat without subsidies. Cotton exports benefit 

from the assumed resumption of Step 2 payments in 2002103. 


· Domestic demand for most crops is projected to grow slightly faster than population. Growth in 
domesti,c use of rice reflects a greater emphasis on dietary concerns and an increasing share of 
domestic populatiofl from Asia and Latin America. Gains in com sweetener use and com used 
for ethanol production also exceed populatio~ growth rates. Increases in domestic soybean crush 
reflect continued sttong growth in poultry production and demand for soybean meal. Domestic 
wheat use, however, is nearly flat as declining feed use offsets food use gains. Greater U.S. 
exports of cotton yam, fabric, and semi-finished products will promae growth in domestic mill 
use of cotton, although increases in textile imports, mostly apparel, and competition from man-
made fibers limit domestic gains. . 

Stocks-to-use ration decline for com,· wheat, and soybeans, with nominal prices rising. Rice 

stocks-to-use ratios: change little in the baseline, with relatively smaller increases in nominal 

prices. Stocks-to-use ratios for cotton also change little in the baseline. .. 


Livestock 
. .. .. 

Changes in the U.S. meat complex in the near term reflect the sharp decline of grain and soybean 
meal prices from the very high levels of the 1995196 crop year. In the longer run, lower feed 
prices than in 1995/96, replenishment of forage supplies, low inflation, domestic demand . 
strength, and gainsiri expOrt sales are expected to contribute to producer returns that encourage 
higher pork and IX)ultry output, although only moderate cyclical expansion is projected for beef. 
Record total meat supplies are projected through the baseline, with a larger proportion of poultry. 

. . . 

The cattle herd buildS up only slightly from a cyclical low near 97 million head in 2000; 

remaining below 100 nilllion head iIi 2002-2004 before turning downward. again as producer 

· returns provide economic incentives for only a brief and moderate expansion. Additionally, 
shifts toward a bn~ding herd of larger-framed cattle and heavy slaughter weights partially offset 
the need for furth(~r expansion of cattle inventories! The beef production mix continues to shift 
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toward a larger proportion of fed beef, with almost all steers and heifers being feedlot fed. Beef 
production also contil[1ues to move toward a higher graded product being directed toward the 
hotel-restaurant and c~xport markets. The U.S. remains the primary source of high-quality, fed 
beef for export, including hotel-restaurant trade. However, the emergence of the United States as 

. a long-term net beef exporter will be delayed until near the end of the baseline, after the cow 
herd is reestablished and weak demand in the Pacific Rim recovers. ' 

The pork sector will continue to transform into a more vertically coordinated industry with a mix 
of production and marketing contracts. Larger, more efficient pork producers will market a 
greater percentage of the hogs over the next 10 years. With a more vertically coordinated 
industry structure, the hog cycle is dampened. As a result, a slow expansion in pork production 
begins in 2002 and contin~es for the remainder of the baseline. The United States becomes an 
increasingly important net pork exporter, in part reflecting environmental constraints for a 
number of competit.ors that limit their production gains. However, projected gains in U.S. pork 
exports are somewhat muted by reduced market growth prospects in the Pacific Rim and Russia. 

Continued technological advances and improved production management practices are expected 
in the broiler and turkey industries, although gains arenot anticipated to hold down production 
costs as significantlly as in the past 10 years. Competition in global poultry markets holds U.S. 
poUltry exports to moderate gains. Following slower growth in s~es to Asia and a sharp 
reduction in exports to Russia in 1998 and 1999, a slow recovery is projected for poultry exports 
to both'markets. 

Decreases in real prices of meats combined with increases in real disposable income allow 
,consumers to ,purchase more total'meat with a smaller proportion of disposable income. Poultry 
gains a larger proportion of both total meat consumption and total meat expenditures,reflecting 
its lower productic'n costs and prices relative to other meats. On a retail weight basis, poultry 
consumption i~ pmjected to exceed red meat consumption at the end of the baseline. 

The structure of individual meat producing sectors is changing as meats compete with each other, 
for consumer market share (see box, page 68). Both production and marketing practices are 
affected as the me:at producing sectors respond to perceived consumer demand. The beef sector 
is moving toward an increasingly segmented market, with higher graded, consistent-quality 
production being directed toward the hotel-restaurant and export markets and generally less . 
desirable quality beef competing with pork and poultry in retail markets. Increased vertical 
coordination in pork production will lower production costs and improve pork quality and , 
consistency of product, allowing pork to increasingly'challenge beef in the hotel-restaurant 
marketas well as. at retail. . The poultry sector, already with a highly integrated stI1lcture,' 
continues to devc~lop new products with the currenttrend toward home meal replacement in 
grocery stores. 

Per capita consumption of eggs stabilizes in the baseline as greater use of eggs in processed 
foods, reflecting consumer use of more convenience foods, offsets decl~ing shell egg use . 

. High milkfeed price ratios and dairy productivity gains push milk output per cow higher. Milk 
production grows despite slowly declining cow numbers. Lower real milk prices continue to 

USDA BlueUne Projections, Feb1'Ull1y 1999 



push weaker operations out of dairying. Milk production will expand in the West as well as on' 
large-scale dairy farms in the North. Expansion in commercial use of dairy products will be led 
by sales of cheese and daifY ingredients for processed foods, while fluid milk sales are stagnant. 

. Farm. Income and J!'arm Financial Conditions . 

Farm income and financial conditions in the U.S. agricultural sector reflect adjustments in the 

near-term, followed by improvements.beyond 2000 through the end of the baseline. The 

agricultural sector remains financially strong in the aggregate throughout the projections. 


R~flecting the initi1!ul weakness in the sector, net farm income declines in the first few years of 
the baseline, falling to about $44 billion in 2000, slightly below the 1990-1997 average. Lower 
farm commodity receipts due to large global supplies and weak demand are the main cause of the . 
near-term decline in farm income. Lower production expenses in the initial years, particularly 
for farm-origin inputs. energy-related costs, and interest expenses, offset some of the reduction in 
cash receipts. Additionally, increased govemment payments bolster farm incomes for 1998 and 
1999. . . 

BeYQnd 2000, due largely to strengthening demand, net farm income gradually' moves upward 
for the rest of the baseline, exceeding $50 billion for the last few years of the projections. 
Nonetheless, gains in farm income are less than inflation. so real farm income declines. The 
agriculture sector increasingly relies on the marketplace for its income as direct government 
payments fall and ~:preserit about 2 percent of gross cashincome by 2008. Both crop and 
livestock receipts are up in nominal terms due to larger production and higher prices. Production 
expenses increase in the baseline. with expenses for' noRfarm origin inputs rising faster than 
expenses for farm-origin inputs. Cash operating margins tighten somewhat, with cash expenses . . 
increasing to about 79 percent of gross cash income by 2008. . 

Higher nominal f81m incomes and relatively low interest rates assist in asset accumulation and 
debt management. thus leading to an improved balance sheet for the farm sector. Farm asset 
values increase through the baseline, led by gains in agricultural land values. Increases in farm 
debt rise less rapidly and are not beyond the ability of farmers to service the debt. As a result, 
debt-to-asset ratios continue the downward trend of the last decade from the high levels of over 
20percent in the nlid-1980s, declining to near 13 percent by the end of the basdine. With asset 
values increasing :more than debt. farm equity rises significantly. Increasing nominal farm . 
income in the bas.~line. combined with rising farm equity, means relative stability in the financial 
condition of the farm sector. . 

Management of risk will be important for farmers to buffer potential income variability due to 
supply and dem311td variations. The trend toward fewer but larger farms will continue. as 

. producers who an, more efficient and better managers acquire the production resources 'of exiting 
farmers. 
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Food PriceS and Expenditures 

Retail food prices in lthe baseline are projected to rise less than the general inflation rate, 
continuing along-tenntrend. The hugest price increases generally occur among the more highly 
processed foods, such as cereals and bakery products and other prepared foods. Prices of these 
foods are related mote to the costs of processing and marketing than to the costs of farm 
commodities. Expenditures for meals·eaten away from home account for a growing share of 
food spending, reach.ing almost half of total food spending by 2008. 

~gricultural Trade, 

Growth -in global and U.S. agricultural trade will be slowed over the next 2 to 3 years by 
weakened demand in key markets, particularly in Asia and the former Soviet Union. Global 
trade will, however, continue to be supported by demand in other developing country markets in 
Latin America, North Africa, and'the Middle East. In the near term, U.S. farm exports are likely 
to face increased competition stemtning from productivity gains by other exporters, particularly 
Argentina, and from developing and transition economies where currencies have been sharply 
devalued. . , 

Longer term prospe~ts for global and U.S. trade remain relatively bright. Based on the outlook 
for an Asian recov(!ry after 3 to 4 years, trade expansion will be driven by generally favorable 

. economic growth in developing countries, and freer trade associated with ongoing unilateral . 
, policy reforms and existing multilateral reforms. Relatively strong longer term growth in the 

volume of global trade in bulk agriCUltural commodities is projected, with broad-based 
exparision across developing regions, inCluding China, South and Southeast Asia. Latin America, 
North Africa, and the Middle East. Income growth in developing countries will continue to have 
a large impact on demand for agriCUltural goods, both through increases in direct food use and 
through derived demand for livestock feeds to meet rising meat demand.· . 

Future trends in Chinas agricultural trade remain an important queStion in the global outlook. 

Significant uncertainty regarding basic data and future policies, combined with the size of 

Chinas agricultural economy, make al~emative trade projections both plausible and globally 

significant. The (:urrent projections indicate only modest growth in Chinas import demand for 

most bulk cOlnm(Klities, particularly wheat and coarse grains .. 


In the near terIll; world commodity prices will be depressed by the combination of weakened 
global demand and increased exportable supplies from traditional and nontraditional competitors. 
Prices are projected to strengthen over the longer term, as supplies adjust and a recovery in Asian 
demand is added to steady growth in other regions. However, real prices are projected to 
continue to decline over the longer term, as productivity gains continue to outpace growth in 

. demand. . .. 

Trade in grains is expected to lead the stronger projected growth of bulk commodity trade during 
2000-2008. Pr~iected growth in coarse grain trade is particularly strong, predicated on rising 
incomes in deve:loping regions, diet diverSification, and increased demand for livestock products 
and feeds. Wheat and vegetable oil trade will also continue to expand in response to rising 
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. incomes in developing countries. Trade in soy~eans and meal will benefit from the expansion of 
developing country fc,oo.livestock sectors. Raw cotton demand and trade beyond 2000 are" . .' 
projected to be stronger than in the 1990s, but slower than in the 1980s when there was increased 
substitution of cotton for synthetic fibers. 

U.S. export growth is projected to strengthen for most bulk commodities over the longer term. 
U.S. wheat and coarse grain exports are projected to expand the fastest, although competition is 

expected to increase in both markets. By the middle of the projection period, U.S. wheat export 

growth is projected to slow as stronger world wheat prices and lower internal prices in the 

European Union (EU) permit the EU to export wheat without subsidies. Little growth in U.S. 

rice exports is projected, as domestic demand captures most of the gains in U.S. production. ' 

U.S. exports of soybc~ans and products are projected to rise faster than in the 1980s, aided by 

both yield and acreage gains. U.S. raw cotton exports are projected to strengthen through most 

of the baseline, benefiting from rising demand and reduced competition in some countries. 


Global meat demand and trade and U.S. meat exports will be depressed in the near term by the 

slowdownin import demand in East Asia and the FSU. Growth in meat trade is. however. 

projected to resume after 2000. as demand recovers in these key market regions. Already 

negotiated reductions in trade barriers will support growth in meat trade in East Asia. FSU 


. import demand is likely to be depressed for 3 to 5 years by the impacts of the recent economic 
crisis. 

The total value of U.S. agricultural exports is projected to decline in 1999 and 2000, but then 
increases to almost $73 billion by 2008. Weak global demand and prices hold down the,vaiue of 

. U.S. bulk and high-value product (HVP)exports early in the baseline. After 2000. however. 
both bulk and HVP exports-' are projected to strengthen for the rest of the baseline. U.S. imports 
rise to $50 billion. resulting in an agricultural trade surplus in fi~cal 2008 of nearly $23 billion. 

/ 
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Table 8. Selected SUPPlY. uselllJ'lU$; variables for imld Wibasell~ 
1997198; 1999flOO() ; 102 2003104 2004105 2IRi5706 2006107 2007700 2008109 

YIeld, JJ 
, Com 127.0 133.3 131.7 133.4 135.1 136.8 1'36.5 140.2 141.9 143.6 145.3 147.0 

Sorghum 69~5 66.5 66.7 69.3 69.9 70.5 7(1 71.7 72.3 72.9 73.5 74.1 
Barley 58.3 59.9 60.6 61.2 61.8 62.4 63.0 ' 63.6 64.2 64.8 65.4 66.0 
Oats 60.5 60.5 59.6 59.9 60.2, 60.5 60.8 61.1 61.4 61.7 62.0 62.3 

'Wheat 39.7 43.3 39.5, 39.8 40.1 40.4 40.7 41.0 41.3 41.6 41.9 42.2 
Rice 5,896 5,660 5,905 5.935 ,5.964 5,994 6.024 e.o54' 6,064 6.115 6,145 6,176 
Upland cotton 673 606 660 669 696 707 716 725 734 ,743 752 761 
Soybeans 36.8 36.6 40.0 ,40.5 41.0 41.5 42.0 42,5 43.0 43.5 , 44.0 44.5 

Production 21 
Com 9,366 9,836 , 9,660 ' 9,670 , 9.795 10.055 10,320 10.515 10,715 10.640 10.970 11.100 
Sorghum 653 521 600 615 620 650 655 660 660 685 690 710 
Barley 374 358 390 390 395 400 ' 410 420 425 430 430 435 
Oats 176 170 165 160 155 155 160 160 160 160 160 160 
Wheal,: 2.527 2.557 2,225 2,281 2.366 2,456 2.511 2,546 2,585 2.621 2.656 2.713 
Rice 178.9 160.4 186.7 187.6 188.6 189.5 190.5 191.4 192.4 '193.3 194.3 195.3 
Upland cotton 18,245 12.765 17,400 17.400 17,200 17.700 18.000 18.300 16.soo 18.600 18.600 18.900 
Soybeans 2.703 2.763 2,855 2.830 2,795 2.n5 2.830 2,905 2.975 3.030 3.085 3.145 

Expotts21 
Com 1.504 1.675 1.775 1.925 2.000, 2.050 2;150 2,225 2,300 2,375 2.425 2.500 
Sorghum 212 195 225 235 240 250 255 260 270 260 290 300 
BaIley 74 35 70 70 70 70 70 70 70 70 70 70 
oats 2 2 2 2 2 2 2 2 2 2 2 2 
Wheat 1.040 1.150 1.175 1.250 1,250 1,300 1,325 1,350 1,375 1.400 1,450 1.soo 
Rice 85.2 85.0 84.9 87.1 87.5 87.5 87.7 87.8, 67.9 88.0 88.0 88.2 
Upland cotton 7.060 4,160 5,100 6.soo 6,300 6.soo 6.700 6.600 6.900, 7.000 7.100 7,200 
Soybeans 

, 
870 840 930 965 965, 955 955 965. 990 1.015 1,040 1.065 

Soybean meal 9.350 8.650 9,200 9.600 9.700 9,600 9.soo 9.450 9,350 9.300 9.35Q 9,425 

Ending Irtockll 21 
Com 1,308 1.779 1,859 1,659 , 1,389 1,239 1,189 1.194 1,234 1.234 ,1,224 1.174 
Sorghum 49 55 55 55 50 55 55 55 60 60 50 45 
BaIley 120 116 119 117 115 113 116 119 117 115 113 111 
Oats 74 72 ' 74 70 70 69 72 74 75 75 74 72 
Wheat 722 627 673 493 ' 450 435 440 444 451. 459 440 417 
Rice 27.7 24.6 27.2 27.7 27.8 28.1 28.3 28.4 28.6 28.7 28.9 29.1 
Upland cotton 3,822 2,224 3.919 3,819 3,619 3.619 3.619 ~,719 3,819 3,919 3.919 ' 4.119 
Soybeans, 200 365 460 490 435 350 29S 276 270 265 260 255 

PI1ces 3J 
Com 2.43 2.00 2.00 2.10 . 2.30 2.45 2.50 2.50 2.50 2.50 2.50 2.55 
Sorghum 2.21 1.65 1.85 1.95 2.15 2.30 2.30 2.30 2.30 2.30 2.35 2.40 
BaIley 2.36 1.95 1.90 2.00 2.15 2.25 2.30 ~3O 2.30 2.30 2.30 2.35 
Oats 1.60 1.15 1.15 1.25 US 1.45 1.45 1.45 1.45 1.45 1.45 1.50 
Wheat 3.38 2.85 3.00 3.55 3.75 3.90 , 4.00 4.05 4.05 4.05 4.15 4.25 
Rica 9.64 9.25 9.00 9.10 9.15 9.26 9.44 9.62 9.81 9.99 10.17 10.37 
Soybeans 6.47 5.45 4.85 4.55 4.90 5.35 5.85 5.60 5.90 5.95 6.00 6.10 
So)tIean 011 0.268 0.268 0.255 0.245 0.243 0.253 0.270 0.288 0.303 0.310 0.306 0.303 
Soybean meal 185.5, 145.0 125.0 128.6 146.5 161.0 165.0 163.0 161.0 159.0 161.lS 168.0 

11 Bushels per acre exceplfilf upland cotton and rice (pounds per acre). 

21 Malon bushels except lor upland cotton (thousand baIe8), rice (mllIon luldIedwelght). and soybean meal (thousand tons). 

31 Dollars per bushel except for soybean 011 (per pould).rIce (per oolldredwelght). and so~meal (per ton). 
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Table 9. Com baseline 
1997198 '998799199912000 2000l01 2001f1il2 2002/03 2003/04 2004&5 2005106 2006107 2097&11 2008109 

Acreage (million acres): 

CRPacres: 

CroppIng history 11 4.7 3.9 4.0 « u u « « « « « « 

Planted acres 80.2 80:8 80.0 79.0 79.0 80.0 81.0 81.5 82.0, 82.082.0 82.0 

Harvested acres' 73.7 73.8 73.5 72.5 72.5 73.5 74.5 75.0 75.5 75.5 75.5 75.5 


YIelds (bushels per acre): 

- Yleldlharvested acre 127.0 133.3 131.7 133.4 135.1 136.8 138.5 140.2 141.9 143.6 145.3 147.0 

Supply and use (million busnels): 

BegInning stocks 883 1.308 1.779 1.859 1.659 1,389 1.2391.189. 1,194 1,234 1,234 1,224 

Production 9,368 9,838 9,680 9,670 9.795 10,055 10,320 10.515 10,715 10,840 10,970 11.100 

Imports 9 10 10 10 10 10 10,· 10 10 10 10 10 

Supply 10,258 11.154 11,469 11.539 11,464 11,454 11.569 11,714 11.919 12,084 12,214 12,334 


Feed & residual 5,664 5,850 5,950 6,025 6,100 6,150 6,175 6,200 6,250 6,300 6,350 6,400 

Food. seed, & Industrtal 1,782 1.850 1.865 1,930 1,975 2,015 2,055 2.095 2,135 2,175 . 2,215 2,260 


DomestIC 7,446 7,700 7,835 7,955 8.075 8,165 8,230 8,2958,385 8.475 8.565 8.680 

Exports 1,504 1.675 1,ns 1,925 2,000 2,050 2.150 2,225 2,300 2,375 2.425 2,500 


To1al use 8.950 9,375 9.610 9,880 '10,075 10,215 10,380 10,520 10,865 10,850 10,990 11,160. 

Ending stocks 1.308 1,779 1.659 1.659 1.389 1,239 1,189 1.194 1,234 1,234 1,224 1.174 ' 

Stocksluse retlo. percent 14.6 19.0 19.3 16.8 13.8 12.1 11.5 11.3 11.5 11.4 11.1 10.5 


Prices (dollars per bushel): 

Farmpr1ce 2.43 2.00 2.00 2.10 2.30 2.45 2.50 2.50 2.50 2.50 2.50 2.55 
Loan rate 1.89 1.89 1.89 1.89 1.85 1.81 1.81 1.89 1.89 1.89 1.89 1.89 ' 

Variable costs of product/lln (dollars): 

Peracre. 160.40 158.03 158.58 161.95 166.45 170.29 174.11 177.89 181.63 165.36 189.09 192.87 
Per bushel 1.26 1.19 1.20 1.21 1.23 1.24 1.26 1.27 1.28 1.29 1.30 1.31 

Returns over var1able COfIts (dollars per acre): 

Market returns 148.21 108.57 104.82 118.19 144.28 164.87 172.14 172.61 173.12 173.64 174.16 181.98 

11 The cropping history allocation Is based on 1996 plantings on farms with CRP acreage, and Is used as a general 
Indicator Influencing IElnd available for plantings. . 
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Table 13. Wheat baseline

Rem tll§77§1! l!19i!1!m 199912000 2000l01 ml1!1 Bm§ ~ 2004105 2005106 2OOfJI07 m1tiii 2OO8l0§ 


Acreage (million acres): 

"CRP acres: 
Cropping history 11 9.1 9.5 9.8 10.9 11.2 11.4 11.6 11.6 11.6 11.6 11.6 11.6 

Planted acres 71.0 66.2 64.0 65.0 67.0 69.0 70.0 70.5 71.0 71.5 72.0 73.0 
Harvested acres 63.6 59.1 56.4 '57.3 59.0 ' 60.8 61.7\ 62.1 62.6 63.0 63.4 64.3 

Yields (bushels per acre): 

Yleldlharvested acre 39.7' 43.3 39.5 39.8 40.1 40.4 40.7 41.0 41.3 41·6 41.9 42.2 

Supply and use (million bushllls): 

Beginning stocks 444 722 827 673 493 450 435 440 444 451 459 440 
Production 2,527 2,557 2,225 2,281 2,366 2,456 ' 2,511 2,546 ' 2,585 2,621 2,656 2,713 
Imports 95 90 95 100 115 115 115 115 115 115 115 115 
SupPlY 3,065 , 3,370 3,147 3,054 2,974 3,021 3,061 3,101 3,144 3,187 3,230 ' 3;268 

Food 917 925 935 945 955 965 975 985 995 1,005 1,015 1,025 
Seed 93 93 89 91 94 96 96 97 98 98 100 101 
Feed & residual 293 375 275 275 225 225 225 225 225 225 225 225 
Domestic' 1,302 1,393 1,299 1,311 1,274 1,286 1,296 1,307 1,318 1,328 1,340 , 1,351 

Exports 1.040 1,159 1,175 1,250 1.250 1,300 1,325 1,350 1,375 1,400 1,450 1,500 
Total use 2,342 2,543 2,474 2,561 2,524 2,586 2,621 2,657 2,693 2,726 2,790 2,851 

Ending stocks 722 827 673 493 450 435 440 444 451 459 440 417 
Stocks/use ratio, percent 30.8 32.5 27.2 19.3 17.8 16.8 16.8 16.7 16.8 16.8 15.8 14.6 

Prices (dollars per bushel): 

Farm price 3.38 2.65 3.00 3.55 3.75 3.90 4.00 4.05 4.OS , 4.05 4.15 4.25 
Loan rate 2.56 ' 2.56 2.56 2.56 2.56 2.56 2.56 2.56 2.56 2.56 2.56 2.56 

Variable costs of production (dollars): 

Peracre . 70.49 69.40 69.85 71.18 73.13 74.79 ' 76.46 78.12 79.78 81.39 63.04 84.70 
Per bushel 1.78 1.60 1.76 1.79 1.62 t85 1.88 1.91 1.93 1.96 1.98 2.01 

Returns over variable costs (dollars per acre): 

Mar1a3t returns 63.70 45.34 48.85 70.13 77.24 82.77 88.34 87.93 87.51 87.09 90.85 94.65 

11 the cropping history IlliocatJOn IS sasea on 1996 plantings on farms WiU1 CRP acreage, ana , used as a generallridiC8tor 
influencing land available for plantings. 
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Table 14. Rice basellne,lOUllh basis 
Item 11m£!! 1998199 199912000 2()()(w1 2001~ 20021'03 ~ 2004105 ~ 2006107 2007108 2OOIW9 

Acre8ge (thousand aeres): 

Planted l~056 3,215 3,200 3,200 3,200 3,200 3,200 3,200 ·3,200 3,200 3,200 3,200 
Harvested :1.034 3.187 3,182 3.182 3,182 3,182 3.182 3, 182 3,182 3.182 3.182 3,182 

Yields (pounds per acre): 

YleIdIharvested acre 5,896 5,660 5,905 5,935 5,964 5,994 - 6,024 6,054 6,084 6,115 6,145 6,176 

Supply and usa (mlftlon cwt): 

Beginning atodcs 272 27.7 24.6 27.2 27.7 27.8 28.1 28.3 28.4 28.6 26.7 28.9 
Produdton 178.9 180.4 166.7 187.6 168.6 189.5 190.5 191.4 192.4 193.3 184.3 195.3 
Imports 92 10.0 10.3 10.5 10.8 11.0 11.3 11.8 11.9 122 12.5 12.8 
TotaIaupp/V 215.3 218.0 221.8 225.3 227.0 228.4 229.9 231.3 232.7 234.1 23S.5 237.0 

00m8Sllc usa 101.4 102.9 ·104.0 105.1 108.2 107.3 108.4 109.6 110.7 111.9 113.1 1142
Exports 
ResldueJ 

852
1.0 

85.0 
5.5 

84.9 
5.5 

87.1 
.. 5.5 

87.5 
5.5 

87.5 
5.5 

87.7 
5.5 

87.8 
5.5 

87.9 
5.5 

88.0 
5.5 

88.0 
5.5 

88.2 
5.5 -

Total use 187.8 193.4 184.4 197.7 199.2 200.3 201.8 202.9 204.1 205.4 206.8 207.9 

EI'IdIng atoc;b (mIIIon cwt.) ·27.7 24.8 272 27.7 27.6 28.1 28.3 28.4 28.6 28.7 28.9 29.1 
Stocl!8fuse f8.tIo, peroent 14.7 12.7 14..0 14.0 14.0 14.0 14.0 14.0 14.0 14.0 14.0 14.0 

Milling rate, peroent 72.0 72.0 72.0 72.0 72.0 72.0 - 72.0 72.0 72.0 72.0 72.0 72.0 

Prtoes (doIIanI per cwt.): 

WoIId prtoe . 
Average markIII\xIoe 

8.45 
9.84 

7.75 
9.25 

7.90 
9.00 

8.05 
9.10 

. 8.21 
9.15 

8.36 
9.28 

6.52 
9.44 

8.89 
9.82 

8.85 
9.8.1 

9.02 
9.99 

9.18 
10.17 

9.36 
10.37 . 

Loan rate 8.50 6.50 6.50 8.50 8.50 8.50 6.50 6.50 6.50 8.50 8.50 8.50 

V8IIabIe costs or producIIon (da/Iara): 

·Peracre 388 356 361 370 3tl2 391 401 410 420 429 439 449· 
PercwL 8.24 8.30 8.11 6.24 6.40 8.53 8.85 8.78 6.90 7.02 7.14 7.28 

Returns overvallable costs (dollamper acre): 

Maillet retuma 201 187 171 170 184 184 188 172 1n 182 166 192 

'. 
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Acreage (mRUon 8Cf8I): 

CRP_: 

Cropping hIIItory 1/ 1.0 1.1 1.1 12 12 12 12 12 12 12 12 12 


Planted aC18ll 13.6 12.6 13.3 13.0 12.7 12.9 13.0 13.0 13.0 12.9 12.8 12.8 
HalV8S1ed ae.... 13.0 10.1 12.3 12.1 11.8 12.0 12.1 12.1 12.1 12.0 11.9 11.9 

YiekIt (pounds per acre): 

Yleldlhatl/eated acre 673 606 680 689 698 707 716 725 734 743 752 761 

Supply and use, (Illousand bales): 

BeginnIng I\toCkII 3.920 3.622 2,224 3.919 3,819 3.619 3.619 3.619 3.719 3.819 3.919 3.919 

ProdI.IdIon lS'.245 12.785 17,400 17.400 17.200 17.700 18.000 18.300 18~ 18.aoo . 18.600 18,900 

IITIpOI18 13 300 200 5 5 5 . 5 5 5 5 5 5 

SU\lPY ~!,178 16.907 19.824 21.324 21.024 21,324 21.624 21,924 22,224 22.424 22,524 22.824 


DomesIIc use 111,234 10.500 10.800 11,000 11.100 1,.200 11.300 11.400 11.500 11.500 11.500 11.500 
ElcpoI18 7.060 4.160 5.100 6.500 6.300 6.500 8.700 6.800 8,900 7.000 7.100 7.200 
ToIIIIuae 111,294 14.680 15,900 17.500 17.400 17.700 '18.000 18.200 ' 18,400 18.500 18.600 18,700 ' 

EndIng IIodcI :1,822 2,224 3,819 3.819 3.819 3.819 3,819 3.719 3,819 3,819 3,919 4.119' 
stodcBluse ndIo, pertMt 20.9 15.2 24.8 21.8 20.8 20.4 20.1 20.4 20.8 21.2 21.1 22.0 

PrIcaa (doIlIIIa per poI.rId): 2/' 

Loan'rate 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 0.5192 

VadatM C08Is 01 producIIon (doIIafsl: 

Per_ 304.41 299.23 307.70 ' 314.68 324.78 334.20 343.25 3.52.24 36124 37028 379.39 388.65 
Perpculd 0.45 0.49 0.45 0.48 0.47 0.47 0.48 0.49 0.49 0.50 ' ,0.50 0.51 

Rauna over variable C08Is (dollafs per acral: 

Market returns 200.74 157.75 181.49 192.36 197.18 201.56 205.85 209.71 212.01 214.33 21724 220.78 

I/ll1a cropping hIstoIy aIocaIIon Is basad on 1998 plantings on faIma wIIh CRP acreage. and 18 used as a generallndIcaIor InftuencIng land IMIiIabIe for plantings. 
2/ USDA 18 prohibited fn:Im publlsliq COlton price pn:IjecIioI'e.. 
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Table 1&. ~and produdII baMllne 
. 1997188 li198111§ IIl9912060 2iJ()(W1 2001>& 2002103 2003164 2OOOV05 2OOS/Oi 2OOiW'7 .2001108 2iXlIIJOlI 

. SoybeaN! 
AcnIage (mBlon aa..)' 

Planted 
H8IWSIedYkIicIIIIaMleIe _ (buIlheII) 

70.& 
69.8 
38.8 

72.7 
71.8 
38.8 

72.11 
rU 
-40.0 

71.0 
69.9 
-40.5 

89.3 
692 
41.0 

68.0 
86.9.,.5 

68.1 
·87.• 
-42.0 

69.!1 
69•• 
-42.11 

70.3 
89.2 
43.0 

70.8' 
69.7 
43.5 

7U 
702 
....0 

71.8 
70.7 
....11 

Supply (million bu8heII) 
BegIMing IIlOCb, Sep. 1 131 200 385 "80 -490 435 350 29S 215 270 265 260 
Pro<iJc:IIon 
Impor1B 
TotaIlUpI)Iy 

0IIp0eItI0n (million bu8heII) 
Crush 
Seed and ieeIduaI 

2.703 
5 

2.839 

1,597 
171 

2.783 
6 

2.968 

1,815 
148 

2.ass 
7 

3227 

1,885, 
152 

2.830 
8 

3,318 

1,710 
151 

2,795

•3,289 

1.7-40 
149 

2.715 
7 

3,217 

1,765 
,.7 

2,830 
9 

3.189 

1,790 
149 

2.905 
8 

3,208 

1.815 
151 

2.915

•3,25-4 

1.8-40 
15-4 

3.030 
8 

3.308 

1.870 
158 

. 3.085 
8 

3,358 

1,900 
158 

3.145 
10 

3,.'5 

1,935 
160 

Expona 870 6-40 830 965 965 955 955 965 990 1.015 1,0-40 1.085 
Total dI8poeitIon 2,839 2,803 2,7.7 2,828 2,85-4 2,887 2,8M 2,931 2.98-4 3.041 3,098, 3,160 

Cenyowr IItocIca, Aug. 31 
Total ending Itodca· 
StocI<ItIuIe ratio, peICeI'It 

200 
7.8 

385 
1••0 

"80 
17.11 

-490 
17.3 

435 
152 

350 
122 

285 
102 

275· 
9.4 

270 
9.0 

285 
8.7 

260 
••4 

2558., 
Pr1Cea (dollam per bushel) 
lDM/aIe 528 528 528 5.28 •• 92 4.92 4.92 4.92 4.92 4.92 4.92 5.00 
Soybean price. farm 

Vl/table _ 01 JKOductIoII (doIans): 
8.47 5.45 US 4.55 4.90 5.35 5.85 5.80 5.90 5.95 8.00 8.10 

Per_ 80.21 80." 80.71' 81.15 83.72 . 85.79 87.87 89.50 91.28 92.118 94.72 98.-47 
Perbulhel
RAlrnI_ varIIIbIe _ 

2.07 
(doIIanI peracra): 

2.09 .2.02 2.02 2.0" 2.07 2.09 2.11 2.12 2.1. 2.15 2.11: 

Ne!1'8tI.ImII 170.83 129.5/1 129.69 13128 118.00 136.23 1411.83 157.00 182.... 185.84 18928 17••118 

'SoybMII 01 (million pounds) 
8eginI'IIng stodIII. 0cI. 1 
PRXlIcIIon 

1,520 
18,143 

1,384 
18,250 

1,580 
18,780 

1,930 
19,295 

2,2-40 
19.845 

2.3155 
19,935 

2,215 
20,235 

1.875 
20.635 

1,838 
20.6-40 

1.555 
21.185 

1,8BO 
21,555 

1,855 
21,980 

~ ,58 58 80 85 70 15 15 15 eo 85 eo 85 
ToI8IlUp1)1y 19.721 111,1IIlO 20,-430 21280 21.1l55 22.3e5 22,521 22.485 22.555 22.835 23.3011 23,1110 

Domesdc dIaappNnInco 
ElqIona 
Total derMnd 

15, 182 
3,115 

18.337 

15.a 
2,700 

18.100 

15,700 
2,800 

18,500 

18,000 
3,050 

19,050 

18,300 
. $,300 
111.500 

lUOO 
3,550 

20.150 

. 18,900 
3,750 

20,1150 

17.200 
a.eeo 

2O,B50 

17,500 
3,500 

. 21,000 

17.eoo 
3.37S 

21.115 

18,1211 
3,325 

21.450 

18,450 
,3,a 
21,B50 

&dng IIlOCb, Sep. 30 
. Soybean 01 pt1ae (doIIatI per II) 

1,384 
02511 

1,590 
0288 

1,830' 
0285 

2,2-40 
0245 

2.385 
0243 

2,215 
0.253 

1,875 
0270 

1,835 
02811 

1,555 
0.303 

1,8BO 
0.310 

1,851.1 
0._ 

2,080 
0.303 

SorIMIIIIMItI (~ 1IhotI1onI,) 
8eginI'IIng IIlOCb, 0cI. 1 210 218 250 250 250 2211 2211 2211 2211 2211 ' 2211 2211 
PRXlIcIIon 
~ 

38,171 
55 

38,232' 
50 

39,550 
eo 

-40,810 
85 

.',350 
15 

41,850 
15 

42,IlOO 
100 

43,1110 
100 

43,750 
100 

"',a 
100 

-45,150 
100 

45,825 
100 

ToI8IlUp1)1y 38,436 3Il.5OO 39,B50 -40,925 41.875 -42.250 42,8H 43,415 "',075 ....725 45,.15 48.250 
Domesdc~ 28,888 29,800 3O,a 31,015 31,750 32.4211 33,100 33,800 34.500 35,200 35,900 36,500 
ElqIona . 
Total derMnd 

'9,350 
38,218 

e.e50 
38,2110 

11.200 
39,800 

9,500 
-40,875 

9.700 
41,450 

9.800 
42,0211 

9,500 
42,800 

9.450 
43,250 

9,350 
43,seo 

9,300 
....500 

9,350 
45.250 

'9,4211 
48,0211 

&dng IItocIca, Sep. 30 
Soybean !MIll prico (doIIanI per left) 

218 
185.54 

250 
145.00 

250 
12!1.00 

250 
128.50 

2211 
148.50 

2211 
181.00 

2211 
1es.oo ' 

2211 
183.00 

2211 
"'.00 

2211 
151.00 

2211 
181.50 

2211 
1118.00 

CruaIlInII yIaIdtI (pcuDper bushel) , 
Soybean 01 
Soybean meal 

Crush margin jdolarl =:bueheI) 

11.36 
.7.80

O.eo 

tUO 
.7.34 

1.00 

1128 
-47.... 

1.19 

1128 
47.50 
127 

11.211 
.7.50 

1.32 

11.30 
47.50 
1.33 

11.31 
.7.50 

1.32 

11.32 
47.50 

1.33 

11.33 
.7.50 

1.36 

11.34 
47.50 

1.34 

11.35 
47.50 

1.33 

11.35 
-47.50 

1.33 ' 

11 NelI'IIIUIN Include loin /ale wille"'-pi10eIIN ~ than the Iaen /ale. 
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una; lH1 1M ,M 2000 260, '2002 . 2063 26b4 I 2b6! 260ii 2661 2dOI 
MlII:& 400 335 350 375 400 425 450 475 475,
Mllbe. 24.075 	 23,495 24,242 24.702 24.628 24,550 24._ 24,521 24.563 

-6.3 0.0 3.2 1.9 -G.3' -0.3, -G2 0.1 0.2"'1IlIII'II 
Fann PfOCIucIIon MlI.k 106 106 106 106 106 106 106 106 106 106 106 106
Total PfOCIucIIon MlI.k 25.490 25,7113 2",81 23.598 23,601 2",3<1& 24.806 24.735 24.858 24.802 24.827 24._1mpOrIa' . MlI.k ~ 2.611 2.790 2.800 .2.800 2.750 2.700 2.700 2.1150 2.1150 2.800 2.600Total supply 	 MII.Iba. 28,210 28._ 27.371 28,746 28.736 27,<146 27.683 27.835 27.731 27.702 27.702 27.744, 

ExpoIIa 	 MIl. Ills. 2.138 2.158 2.340 2.150 2,200 2.316 2.402 2.472 2,552 2.832 2,714 2.795 
EndIng sIOCIQs 	 MII.Iba. ~ 400 350 , 335 350 375 400 450 475 475"75 

Total COII8UmptIon , MILk 25.809 28.311 24,881 24,263 24,186 24.757 25,081 24.838 24.129 24,5915 24,513 24.47"
Percapfta. _waIgId Pounc:Is 95.6 97.3 90.5 882 ' 91.1 68.4 68.8 87.8 88.1 85.0 84.0 83.2
Per capfta. !VIal waIgId , Pou.. 66.9 61.7'68.1 63.4 61.0 61.9 82.2 81.3 60.3 59.5 58.8 58.2 , 	 Change PIIIIlIII'II -1.8 , 1.8 -7,0 -2.5 .1.2 1.5 0.5 -1.4 '1.7 .1.3 -1.2 -1.0 

PtIoea: 

63.34 59.as 71.00 7o.e3 72.73 72.54 73.45 75.25 77.30 711.03 80.82 82.03~c:a:n,fann . 82.27 82.09 t3.75 98.82 90.1/7 88.88 89.98 83.81 91.46 99.89 101.84 103.42 
QlOIoe IIIe8nI, NtI:M'UIIa 66.32 . 61.87, 72.00 71.82 73.75 73.56 74,46 78.31 78.39 80.14 81.711 83.18 

Def\aIJId ptIcG 41.32 37.811 42.81 41.70 41.43 40.11 39.43 39..23 39.12 38.83 38.46 38.00 
YearInR IIIe8nI, 0Ida. cay 7!1.19 72.60. 83.SO 88.24 81.02 77.18 80.12 63.84 88.80 '88.78 90.52 92.11 
Deftallld prIDe 47.47 44.43 <1&.111 <1&.1/9 45.52 42.09 42.41 43.00 43.31 43.02 42.&8 42.08 

Aelal: Beef and \0lIl 136.8 136.1 139.0 142.1 145.7 143.5 143.8 147.2 151.1 154.2 154.8 159.2 
RetaIl: OCher meata 146.1 '146.8 146.Q 151.3 155.1 152.7 152.8 158.7 180.8 184.2 167.1 181.4 
ERS retail beef 2.80 2.78 2.83 2.89 2.t7 2.f/2 2.f/2 3.00 3.oe 3.14 '3.19 3.24 

C08II and I1IIUms, 000HlaII entetpdse: 

V.rIabIe~ 218.1/1 211.87" 1t3.112 201.115 212.86 22222 228.20 232.46 238.83 ,2"1.29 246.<1& 
fixed IIlCI*\MI 118.52 11&.58' 123.72 129.119 132.80 138.09 140.04 , 144.03 147.61 150.1/8 154.112 
Total caah expIII\8a 335.43 331.42 317.34 331.84 345.711 358.31 368.24 378.<1& 384.44 392.28 401.11Aetuma IboYe _ 001II -1.03 -18.as 44.<1& 32.85 7.44 12.53 23.88 35.85 42.84 46.38' 52.47 

1,000'-<1 "01.460 99.501' 91ti77 86.742 97., 99.189 99.544 99.032 98.368 97.814 91.«S 87.128 
1,000 head 34.271 33.683 32,!:!!!! 32,241 32.755 33,233 33.376 33.158 32,842 32,820 32,777 32,756 

Table 24. POlk ballllline 
ffiIiii una; i997 1998 1991 200b 20($1 m 2003 2004 260S 2006 2007 2008 

, MIlIbL 366 <408 475 490 ' <ISO <ISO 4SO 4SO 400 400 400 I 400' 
MIl 1bL, 17,244 18,942 19,_ 19,214 19,.253 19.659 20.018 20,223 20.4$6 20,823 21,274 21,757 
PercanI: 0.9 9.8 2.5 ·1.1 0.2 2.1 1.8 1.0 1.2 1.8 2.2 U 

Farm producIIan MIlIbL ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 
Total producIIan MIlIbL 17,274 18,872' 19.455 19,244 19,283 18.889 20.048 2O.2S3 20.488 2O.1l53 21,304 21,787 
ImporIII Mll.1bL G ~ _ W ~ ~ _ ~~ ~ ~ ~ 

TotaIlIUPPIV 	 MiLIbL 18,273 20.060 20.830 20,394 20.373 20.714 21.143 21,353 21,538 21.913 22.369 22.857 

EIq)cnt 	 MIlIbL ~1_ ~ 1~ 1~ 1~ ~.~ ~ ~ ~ ~ 

EndIng IICldca MIl'1bL <408 m 490 4SO <ISO 4SO 4SO ~ 400 400 400 400 

Total conaumpIIan MIlIbL 18,821 18,31S3 18,785 18,874 18,823 18.911t 19,288 19;428 18,538 19,813 20.189 2O,S82 
Per cap/Ia, CM:III8 ~ POI.IldI 82.8 87.9 Il8.9 87.9 87.1' 87.9 88.2 88.2 88.0 88.4 89.1 69.9 
Par C8QiIII. reid ~ POI.IldI. <18.7 52.7 53.4 52.7 52.1 52.7 52.9 53.0 52.8 53.1 53.8 54,3 

0Iange 	 Ptn:ianl' ~7 8.1' 1.5 . -1.5 • -1.1 1.1 0.1 0.0 ~3 0.1 . 1.0 1.2 

PtIceI: 
Hogs, fann 52.04 33.47 33.84 35.92 38.22 :rT.89 :rT.84 38.68 39.70 39.58 38.81 :rT.68 

Iowa, 80. Mh'I. meikat, 
 . 38.38 


0eftat8d pnce 

51.118 32.27 33.00 35.42' :rT.72 :rT.39 :rT.34 38.20 38.08 38.31 37.18 

.32.00 19.75 19.87 20.53 21.19 20.39 19.77 19.73 18.56 18.92 18.02 18.98 
1155.9 146.l1 144.0 145.7 1<18.9 146.2 144.7 1<18.3 148.0 1<18.1 1<17.4 146.2RetalJ: pOlk 
2.32 .2.30 2.24 .2Z1 2.32 2Z1 2.25 2.28 2.~ 2.30 2.29 2Z1,ERSl'llllallpOIk 

Costa and i'elurna, farI'ow 10 lililtl: 

Variable 8lIJI8N8I ' 41.38 35.83 29.20 26.48 28.54 28.88 ~.78 31.155 31.74 31.95 32.18 32.85 
FIxed 8Iq)eII8M 4.98 6.15 5.18, 5.21 '5.20 5.21 5.24 5.~ 5.:rT 5.42 5.48 US 
Total caah fIlIPIIII8M 48.38 41.08 34.38 31.68 31.75 34.0& 36.00 36.8S :rT.ll :rT.39 :rT.85 38.20 
Ret\II'M aIxJw caah C08II 5.00 -all ·1.38 3.74 5.97 3.29 1.34 1.153 2.09 1.68 0.68 -1.03 

Hog lnYDntOly. 
Dec.. 1, pnmoul_ l,OOOheld 58,141 60,915 !2,200 51.see 11,684 !!2,fIOl 83,978 84,590 85,299 68.388 87,741 69,168 
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Table 27. E!I!1 baseline 
Item lliiIis 1997 1998 1999 , 2000 2001 m 2003 l!OO4 2005 2006 2007 2008 

BegIrring IIIocIcs 
Production 

MiLdoz. 
M'g. doz. 

9 
8.460 

7 
8,825 

5 
8.7S0 

5 
'8,905 

5 
7,018 

5 
7,121 

5 
7.192 

5 
7.300 

5 
7,373 

5 
7,484 

5 
7.559 

5 
7.872 

Change Peroent 1.4 2.8 2.5 1.7 1.8 1.5 to 1.5 1.0 1.5 1.0 1.5 

Imports 
TotaI8~ 

Change 

MO. doz. 
ti.u. doz. 
F'eroent 

7 
8.478 

1.4 

4 
6,636 

2.5 

8 
8,801 

2.5 

4 
8.914 

1.7 

5 
7.028 

1.8 

5 
7,131 

1.5 

5 
7,202 

1.0 

5 
7,310 

1.5 

5 
7,383 

1.0 

5 
7.494 

1.5 

5 
7,569 

1.0 

5 
7,682 

1.5 ' 

Hatching use MR.,doz. 895 922 970 1.019 1.055 1.092 1,127 ,1.164 1.203 ,1.244 1,287 1.329 
El!ports MH. doz.' 228 228 243 260 270 275 280 285 290 295 300 305 

,Endlng stocks Mil. doz. 7 5 5 5 5 5, 5 5 '5 5 5 5 

Consumption 
Per capita 

Mil. doz. 
Number 

5,345 
239.4 

5,483 
243.3 

5,583 
245.8 

5,831 
245.5 

5,696 
248.2 

5.759 
248.8 

5.7S0 
246.0 

5,858 
248.8 

5;885 
246.0 

5.949 
248.6 

5,977 
245.7 

8.043 
248.4 

Change IPeroent 0.7 1.8 0.9 0.0 0.3 0.2 .0.3 0.3 .0.3 0.3 .0.4 0.3 

Prices: 

Eggs, finn 
NewY~ Grade A large' 
Deflated wholesale pc1ce8 
Retail, Grade A. large 

C:entaldoz. 
C.en1sIdoz. 
(;ems!doz. 
(::entaIdoz. 

89.8 
81.2 
50.8 
108 

85.5 
78.0 
48.5 
104 

62.4 
72.5 
43.2 
101 

60.1 
69.5 
40.3 

97 

57.5 
86.5 
37.4 

93 

58.7 
65.5 
,35.7 

92 

60.8 
70.0 
37.1 

97 

58.8 
88.0 
35.0 

95 

64.9 
75.0 
37.4 
103 

eO.8 
70.0 
33.9 

98 

64.8 
75.0 
35.3 
103 

60.6 
70.0 
32.0 

98 
Retail: Eggs 15e2-84al00 140.0 135.4 132.5 128.8 124.8 124.0 131.5 130.2 142.0 135.5 144.0 137.5 

Costs and nltUms: 

Total COSI8 I~ 72.00 83.11 60.00 65.13 55.75 60.85 85.04 81.09 81.97 68.88 89.81 71.23 
Net relums 'CentSIdOZ. 9.20 12.89 12.50 14.37 10,75 ' 4.85 4.98 0.91 7.03 1.12 5.19 -1.23 

Tabla 28. Da!!! ba8811ne 
Item IJn!!li 1997!i! ' 1998/99 199912000 2()()M)1 2001m2 2O!:l2m 2OO:W4 2OOW5 2OOMl6 l!()()fW7 2007108 2008109 

ProducIlon data: 
Mlkproducllon 
NumberOlC0W8 

eu.... 
'1.000 ' 

157.0 
9,200 

159.3 
9.150 

162.9 
9.100 ' 

163.7 
9,000 

185.2 
8,910 

166.7 
8,630 

168.0 
8,785 

170.3 
8._ 

172.3 
6,605 

, 174.3 
8.530 

178.7' 
8,455 

178.3 
8.360 

Milk per_ Pounds 17.085 17.0105 17.905 18.185 18.540 18.875 19,280 19.815 20.020 20.430 '20.800 21,275 

CoI'Imen::IaI use: 
MHkfat b8IIIe fll.lIle. 159.1 181.4 164.1 185.0 1•.3 181.7 170.2 171.4 173.8 175.5 178.1 179.8 
Sklmdda II&. ... 155.4 158.2 163.2 1&4.7 1••1 181.5 170.0 171.2 173.4 175.3 178.0 179.4 

Net l'eIIICMllII: 
MlllcfalbulII 1311. IIle. 0.7 0.3 0.9 0.9 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 

, Skim IIOIkII 13a.1II. 4.5 U 2.1 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 

Pr1ceI: 
BuIc fonN.Iia PrIce $fewt 13.28' 13.111 11.90 '12.85 13.45 14.10 14.80 14.85 15.15 15.45 15.75 18.05 
All mill $fewt 14.&8, 14.90 13.00 13.05 14,55 15.20 15.70 15.95 16,25 16.55 18.85 17.15 
Retail... dairy ~ 19a2-&4-100 148.' 158.& 153.0 155.5 160.0 164.5 186.5 171.5 1711:0 178.0 182.0 t85.0 

ColtS and ftIlIma: 
Radon waIue $f_ 8.12 7.11 11.80 11.85 7.35 7.80 8.10 11.25 8.35 8.45 8.55 8.75 

, RetIme aIxMI 
concenUllllloaa1la ' 

MIIk..feed IIlIIo 
$f_ 
ratio 

lUS
l·m 

lun 
2.08 

10.14 
1.91 

11.07 
2.04 

11.48 
1.88 

11.92 
1.85 

lUG 
1.94 

12.48 
1.93 

12.74 
1.!!! 

13.00 
1.98 

13.28 
1.97 

13.48 
1.96 

USDA BIlseline Pi'ojectiolU, FebTfUJTy 1999 75 



Table 29. Fann rucetpts. expellle and incomes In nominal dollars 
1997 1998 1999 2000 2601 2602 2003 2004 2605 2000 2607 2608 . 

BRilon dollars 
Cash receipts: 
Crops 112.1 104.7 102.0 104.4 108.3 114.0 119.0 123.0 126.2 129.2 132.1 135.4 
LlYestock and products 96.6 93.4 96.0 94.9 97.7 100.1 103.9 107.2 110.4 112.8 115.6 117.8 
All oommo<1llles 208.7 198.0 198.0 199.3 206.0 214.1 222.9 230.2 238.6 242.0 247.7 253.2 

FllIT!H'8lated Income 11.8 11.8 11.6 11.6 11.7 11.7 11.8 11.9 11.9 12.0 12.0 12.1 
Government payments 
Gross cash income 

7.5 
228.0 

12.9 
22J..7 

11.3 
220.9 

9.2 
220.1 

7.8 
225.4 

6.7 
232.5 

6.1 
240.8 

6.1 
.248.2 

6.1 
254.6 

6.1 
260.0 

6.1 
265.8 

6.1 
271.3 

Cash expenses 167.2 163.6 164.3 167.5 112.3 178.8 185.9 191.9 197.5 202.9 208.4 214.5 
Net cash Income ~ ~ ~ ~ ~ ~. ~ ~ ~ ~ ~ ~. 

Value of Inventory change -0.4 -1.0 -0.4 0.7 1.2 0.9 0.4 0.2 0.3 0.2 0.1 0.0 
NOll-money Income 10.7 11.3 11.9 11.9 11.9 12.0 12.1 12.2 12.2 12.5 12.7 13.0 
Gross fann income 238.3 233.0 232.4 232.7 238.6 245.4 . 253.4 260.5 267.1 212.7 278.7 264.3 

Noncash expenses 15.8 15.9 16.1 15.8. 15.3 14.9 14.5 13.9 13.2 13.3 13.4 '13.6 
OperatOr dwelling expenses 5.5 5.6 5.7 .5.7 5.7 5.7 5.7 5.8 5.8 .5.8 5.8 5.8 
Tolal prodUCllon expenses 188.4 . 185.1 186.1 188.9 193.3 199.4 206.1 211.6 216.6 222.0 W.6 233.9 
Net fann Income 49.8 48.0 46." 43.8. 45.3 46.0 47.3 49.0 50.5 50.6 51.0 50.4 

Fann assets 1.088.8 1.124.7 1.162.9 1.189.2 1.226.0 1.271.0 1.325.0 1.381.2 1.436.4 1.488.8 1.547.6 1.607.2 
Fanndebt 165;.. 170." 169.1 173.6 177.6 162.8 188.4 193.5 198.7 203.5 208.3 213.6 
Farm 8quIty 923." 954.3 993.8 1.015.6 1.048." 1.088.1 1.138.6 1.187.7 1.237.7 1.285." 1,339.3 1.393.6 

Percent 
Debt/equity ratio 
Debt/assets ratio 

17.9 
15.2 

17.9 
15.2 

17.0

'''.5 
17.1 
14.6 

16.9 
14.5 

16.8 
14.4 

16.6 
, .. .2 

16.3 
14.0 

16.1 
13.8 

15.8 
13.7 

15.6 
13.5 

15.3 
13.3 

Table 30. Farm receipts, el(J)EIRseS, and Incomes In 1992 doHars 
1997 1998 1999 2000 2601 2602 2003 2004 2005 2006 2007 . 2008 

Billion 1992 dollars 11 
cash receipts:
Crops , ·100.5 92.4 87.9 87.5 88.1 , 90.1 91.4 91.8 91.6 91.1 90.5 90.2 
LlYest.ock and prodIlds 
All commodities 

86~6 
187.0 

82... 
17".9 

82.7 
170.6 

19.6 
167.2 

19.5 
187.6 

19.1 
169;3 

19.9 
171.3 

SO.1 
171.9 

80.2 
171.7 

19.6 
170.7 

19.2 
169.8 

78.5 
168.6 

Farm-related Income 
Government payments 

10.6 
6.7 

10." 
11.4 

10.0 
9.7 

9.7 
7.7 

9.5 
6.3 

9.3 
5.3 

9.1
".7 

6.9 
.. .5 

8.7 
".4 

8." 
: ".3 

6.2 
4.1 

8.1 
4.0 

Gross cash Income 204.3 196.7 190.3 ,164.7 183." 183.9 185.1 185.3 164.8 183." 182.2 lSO.7 

Cash expenses 149.8144.5. . '''1.5 140.5 140.2 1 .. 1." 142.8 143.3 143.... 143.1 142.8 142.9 
Net cash Income 54.5 52.2 48.8 44.2 43.2 42.5 42.3 42.0' 41.4 40.3 39.3 37.9 

Value 01 Inventory change 
Non-money Income 
Gross fann Inooma 

-0 .... 
9.6. 

213.8 

.-0.9 
10.0 

206.8 

-0.3 
10.2 

200.2 

0.6 
10.0 

195.2 

1.0 
9.7 

lM.l 

0.7 
9.5 

1M.0 

0.3 
9.3 

lM.7 

0.2 
9.1. 

lM.6 

0.2 
8.9 

193.8 

0.1 
8.8 

192.3 

0.1 
8.7 

191.0 

0.0 
8.6 

189.4 

~expenses 
Operator dwelDng expenses 

'''.,
".9 '''.0".9 

13.9 
4.9 . 

13.2 
4.8 

12.5 
4.6 

11.8
".5 

11.1
4." 

10." 
4.3 

9.6 
".2 

9.4 
4.1 

9.2 
4.0 

9.0 
3.9 

Tolal expenses. 
Net fann Inooma 

168.9 
44.7 

183.4 
42.3 . 

160.3 
40.0 

158.5 
36.7 

157.3 
36.8 

157.7 
36.4 

158." 
36." 

158.0 
36.6 

167.2 
3&.6 

156.6 
35.7 

156.0 
35.0 

155.8 
33.6 

Fann assets 975.9 993.2 1.001.9 997.6 997.5 1.005.0 1.018.2 1.031.5 1,042." 1.050.0 1.060.7 1.070.5 
Farm debt 148.3 150.5 145.7' 145.6 144.5 144.6 144.8 144.5 144.2 143.5 142.8 142.3 
Fann equity 8'Z1.7 842.7 658.2 852.0 853.0 660." 673.4 886.9 898.2 906.5 918.0 926.2 

11 Nominal dollar values dMded by ItIa GOP deflator. 
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Agricultural Trade 

Growth in global agricultunil trade will be slowed over the next 2 to 3 years by weakened 
demand in key markets, particularly in Asia and the former Soviet Union (FSU). In these 
regions, import demand will be constrained by reduced incomes, ,and by the impact of large 
currency devaluations on both consumer and producer prices. Global trade will, however, 
continue to be support1ed by relatively strong demand in other developing country markets in 
Latin America, North Africa, and the Middle East. U.S. agricultural exports will slow over the 
next 2 to 3 years, reflecting slowed growth in global trade, as well as increased competition. In 
the near term,U.S. farm exports are likely to face increased competition stemming from 
productivity gains by other exporters, particularly Argentina, and from developing and transition 
economies where currencies have been sharply devalued. 

, Longer term prospects for global and U.S. trade remain relatively bright. The,Asian economies' 
are assumed to recover to relatively strong rates of growth over a 3 to 4 year period, and long
term growth in other developing regions is expected to higher than during the 1980s. This 
generally favorable economic outlook for developing countries is expected to driv~ faster gains 
in agricultural trade ,after 2000. Trade expansion will also be aided by freer trade associated with 
ongoing unilateral policy reforms and existing multilateral reforms. Rel~tively strong growth in 
import demand for bulk agricultural commodities is projected, supported by broad-based 
expansion across dev,eioping regions, including China, South and Southeast Asia, Latin America, 
North Mrica, and the Middle East. The FSU,formerly a key grain importer, is not expected to 
be a sourc.~ of significant import demand over the projection period. Higher incomes in 
developing countries, where consumers tend to spend a relatively large share of new income on 
food, will be a key dc:terminantof demand and trade growth. ,As incomes rise, in developing 
countries, the demand for agricultural goods expands rapidly, both through increases in direct 
food use and through derived demand for livestock feeds to meet rising meat demand.- , 

Future trends in ChiIilas agriCUltural trade remain an important question in the global outlook. 
Significant uncertainty regarding basic data and future policies, co'mbined with the size of 
Chinas agricultural (:conomy, make alternative trade projections both plausible and globally 
significant. 'The cun-ent projections indicate only modest growth in Chinas import demand for , 
most bulk commodities, particularly wheat and coarse grains. Recent developments in China 
suggest that there is :still significant potential, for boosting crop yields, and that historical growth 
in meat demand and feed use has been slower than once thought. 

World commodity prices are expected to remain depressed in the near term by the combination 
of weakened, global demand and increased exportable supplies, from traditional and,' 
nontraditional competitors. Prices are projected to strengthen over the longer term, as supplies 
adjust and a recovery in Asian demand is added to steady growth in other regions. However, 
particularly with limited growth in imports by China and the FSU, feal prices are projected to 
continue to decline over the longer term as productivity gains continue to outpace growth in 
demand. 

, .... USDA BaseUne ProJectilJIU, FebruOr, 1999 



Grains are expected to lead the stronger projected growth of bulk commodity trade during 

2000-2008. Projected gains in coarse grain trade are particularly strong, predicated on rising 

incomes in developing: regions and increased demand for livestock products and feeds. Wheat 


. and vegetable oil trade: will also continue to expand in response to rising incomes and 
urbanization in developing countries. Trade in soybeans and meal also is projected to 'show solid 
long-term growth as a result of the expansion of meat consumption and production in developing 
countries. Raw cotton demand and trade are expected to strengthen after 2000, but growth is 
expected to be slower than in the 1980s, when there was increased substitution of cotton for 
synthetic ,fibers. 

Table 33. IntE,mational trade summary, by decade or indicated period 11 
Coarse Soybean Soybean 

.Years . Wheat Rice grains Soybeans meal oil Cotton 
World trade s,rowth, annual percent 21 
1960 to 1970 31 1.1 2.2 4.9 11.4 14.4 11.3 0.8 
1970 to 1980 4.7 4.98.7 8.2 11.7 12.8 1.2 
1980 to 1990 -0.3 0.6 -1.0 -0.4 2.9 0.5 2.5 
1990 to 2000 . -0.7 6.10.4 5.3 4.4 6.6 -0.9 
2000 to 2008 2.3 2.7 2.8 1.6. 1.9 2.8 1.9 

U.S. export growth, annual percent 
1960 to 1970 3t -0.8 6.3 ' . 3:8 12.6 13.0 5.3 -5.4 
1970 to 1980 6.4 . 6.8 12.7 7.2 5.8 5.4 6.1 
1980 to 1990 -3.3 -0.5 -0.7 -3.7 -1.8 -5.5 2.3 
1990 to 2000 -0.4 0.5 0.4 4.7 5.7 11.6 -1.7 
2000 to 2008 2.3 0.8 3.3 1.3 -0.4 . 3.3 1.6 

U.S. share of world trade, average percent 21 
1960 to 197031. 37.6.19.0 SO.O· 90.6' 65.6 66.6 18.3 
1970 to 198(1 43.0 22.1 59.4 82.6 43.5 37.5 19.8 
1980 to 199C1 37.3 20.2 59.4 72.6, 23.7 '19.3 21.5 
1990 to 2000 31.3 14.0 56.0 64.5 19.7 . 16.1 . 25.1 
2000 to 200fJ 33.6 9.4 57.3 62.2 20.2' . 22.2 24.6 

11 Years refer to the first year of the commodity marketing year. 
21 Trade and trade shares include intra-FSU trade for periods starting in 1990 
and later; intra-FSU trade forcotton also is included in the 1980 to 1990 and the 
1970 to 1981) periods; • 

31 Data for !;oybeans, soybean meal, and soybean oil ~gin in, 1964. 


U.S. exports are prqjected to strengthen for most bulk commodities over the longer term. U.S. 
wheat and coarSe grain exports are projected to expand the fastest, although competition is 
expected to increase in both markets. By the middle of the projection period, U.S. wheat exports 
are projected to slow when higher world prices and declining internal EU prices permit the EU to 
export wheat 'without subsidy. U.S. com exports are expected to face continued competition 
from China and, particularly, Argentina. U.S. rice exports are projected to be roughly constant, 
as domestic demand captures nearly all the gains in U.S. production. Anticipated growth in U.S. 
exports of soybeans and products is faster than in the 1980s because of projected gains in both 
area and yields, despite weaker market prices. U.S; raw cotton exports are projected to 

USDA Baseline ProJetti.oll8; FebTUlJ1'11999 85 



I 

. strengthen in the longer term, benefiting from rising demand and reduced competition in some 
countries. . . 

Global meat demand and trade, and U.S. meat exports, will be depressed in the near term by the 
slowdown in import d(~mand in East Asia and the FSU. Growth in meat trade is. however, 
projected to resume afiter 2000. as demand recovers in these key markets. Already negotiated 
reductions in trade barriers will support gains in meat trade in East Asia. Although FSU import . 
demand is likely to be depressed for 3 t05 years by the recent economic crisis, imports are 
expected to rebound iIll the longer term, with the return of modest economic growth and only . ' 

. slow expansion in the domestic feed-livestock sector. 

U.S. Agricultural Trade Value 

The total value of U.S. agricultural exports is projected to decline in·1999 and 2000, but then 

grows for the rest of the baseline, reaching about $73 billion by 2008; U.S. imports rise to $50 

billion in 2008. The resulting agricultural trade surplus in fiscal 2008 is projected at $22.5 

billion. " 

Table 34. U.S. agricultural trade values, baseline projections, fiscal years 
1998-2008, 

1997 1998199911 2000 2001 2002 2003 2004 2005 2006 2007 2008 growth rate 

SilUon doRsrs Percent 
Agricultural exports: 
AnirTlals and prodocts 11.4 11.2 11.3 11.4 1.1.9 12.3 12.9 13.5 14.2 14.8 15.4 15.9 ,3.5 
Grains, feeds. and products 16.5 14.1 13.9 14.1 ' 15.8 17.0 . 18.1 18.9 19.5 20.1 21.2 21.4 4.2 
Oilseeds and products 11.4 1.1.1 9.3 7·1 7.2 7.7 8.2 8.7 9.0 9.3. 9.6 9.8 -1.2 
Horticultural products 10.6 10.3 10.1 10.7 11.4 12.0 12.7 13.4 14.2 14.9 . 15.7 16.5 4.8 
Tobacco. unmanufactured 1:6 1.4 1.4 1.4 1.4 1.4 1.4 1.3 1.3 1.3 1.3 1.4 -0.6, 
Cotton and linters 2.7 2.5 1.6 1.9 2.4 2.4 2.5 2.6 2.6 2.7 2.7 2.8 1.0 
Other exports 3.0 2.9 2.9 3.6 3.8 3.9 4.1 4.2 4.4 4.5 4.6 4.8 5.2 

Total agricultural exportS 57.3 53.6 50.5 50.2 53.9 56.7 59.9 62.8 65.2 67.6 70.6 72.6 3.1 
, Bulk cori\modities exports 23.3 20.0 18.0 17.5 ,19.7 21.0 22.5 23.6 24.2 25.0. 26.2 26.5 2.8 
. Hlgh-value product exports 33.9 33.6 32.5 32.7 34.2 35.7 37.4 39.2 41.0 42.7 44.4 46.1 3.2 
Hlgh-vaJue product share 59.2% 62.7% 64.4% 65.1% 63.5% 62.9% 62.4% 62.5% 62.8% 63.1% 62.9",(, 63.5% 

, Agrtcuriurallmports: 

Animals and products 6.4 6.8 6.8 6.9 7.0 7.1 7.4 7.7 8.0 8.3 8.6 9.0 2.8 

Grains. feGds. and products 2.9 2.9 3.0 3.0 3.1 3.2 3.3 3.4 3.6 3.7 3.7 3.7 2.5 

Oilseeds and products 2.2 2.2 2.4 2.5 2.6 2.9 3.2 3.2 3.5 3.5 3.6 3.6 5.0 

Horticultural products 12.7 13.9 14.5 15.1 15.8 16.5 17.2 17.9 18.5 19.2 19.7 20.3 3.9 

TobaocO. unmanufactured 1.2 0.8 0.9 1.1 1.1 1.2 1.2 ' 1.3 1.3 1.3 1.3 1.3 5.0 

Sugar and related produc:t8 . 1.9 1.7 1.8 1.9 2.0 2.2 2.3 2.4 2.5 2.5 2.5 2.5 3;9 


a;eCoffee. cocoa. and lUbber" 6.4 6.3 6.5 6.7 6.7 6.7 6.8 6.8 6.9 6.9 7.0 ' 1.0 

Other ifr4;lorts 2.1 2.4 2.6 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.6 0.9 


Total agricultural ifr4;lorts 35.8 37.0 38.5 39:6 40.8 '42.3 43.7 45.2 46.7 47.9 48.9 50.0 3.1 . 
Net agricultural trade baJance 21.5' 16.6 12.0 10.6 13.1 14.5 . 16.1 17.6 18.5 19.8 ,21.7 22.5 3.1 

1/ The projections were colq)leted In November 1~ based on polley decisions and other Information known at th8t time. For updates 

of the nearby year forecasts. llee USDA's Outloolc lor U.S. Agricultural Trade report, pubUshed in February, May, August. and 


. December. 
Note: Other exports conslGtsof seeds, sugar and trOpical products, and beversges and preparstlons. Essential oils are Included In 
horticultural products. Bulk ccirlvnoditles Include wheat, rice, feed grains, soybean8, cotton. and tobacco. High-value products (HYP's) 
Is calmlated as total exports 1<988 the bulk commodities. HVP's includes seml-processed and processed gralns and ollseeds. animals 
and products, hortlmltural products, and sugar and tropical products. Other Imports includes seeds, beverages except beer and wine, 
and miscellaneOus commoditl,Bs. ' .' . 
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· Declining prices resulting from large world supplies, Weak global demand; and a strong U.S. 
dollarled to lower export value in FY 1998, with exports of both bulk and high-value products 
(HVPs) deClining. U.S. export value is projected in the baseline to fall to near $50 billion for 
FY 1999 and 2000~ After 2000, however, growth in both bulk and HVP exports is expected to 
rebound for the remainder of the baseline. Averaging 2.8 percent per year during 1998-2008, 
projected bulk commodity value growth exceeds growth in both the 1980s and the 1990s, 
lending strength to total export earnings. HVP export growth is projected to average 3.2 percent 
annually during 1998-2008. Much of the HVP gain is in horticultural products. Exports of 
aniinals and products, led by beef, pork, and poultry. also show significant growth .. 

· U.S. imports are projected to rise from $37 billion in fiscal 1998 to $50 billion in fiscal in 2008, 
~ average annual increase of 3 percent. From 1994 to 1997. agricultural imports increased 10 
percent annually. Import growth has recently returned to the expected long-term growth pace 
due to slower increase:s in domestic priCes of meats and grain-based foods. While a stronger· 
U.S. dollar has reduced prices of imported commodities, a small response in the import volume 

· for many high-value fOod items has lessened the growth· in the value of imports. Imports of 
horticultural products" the largest compon~nt of U.S. agricultural imports. are expected to 
increase by $6.4 billicln from 1998 to 2008. with average annual growth of 4 percent. Beverages. 
fruits. and vegetables will be supplied largely by Mexico, Canada, Chile, and the European 
Union. . 	 . 

FOJreign Agricultural Policy Assumptions and Highlights . 

Policy assumptions underlying both U.S. and foreign projections are based on full compliance 
with all bilateral and multilateral agreements affecting agriculture and agricultural trade as of 
November 1998. Bibteral agreements affecting agricultural trade between the United States and 
Canada, the UnitedSttates and Mexico, the· United States and Japan (beef and citrus). and the 
United States and Korea (beef) are examples of agreements for which full compliance is 
assumed. In contrast, no compliance is assumed for any agreements not formally ratified by 
November 1998. . 

For multilateral agrec~ments. the projections assume full compliance with the internal support, 

market access, and eJcport subsidy provisions of the Uruguay Round Agreement on Agriculture 

by all parties to the agreement. Several potential multilateral agreements that could have a 

significant impact on. agriCUltural trade are now under consideration. but are assumed10t to 

occur in these projections.·. These inciude: . 


• 	 No accession to the World Trade Organization (WTO) by the FSU, China, or Taiwan; 

• 	 No enlargem.~nt of the EU-l 5 to add one or more Central or East European countries; 

• 	 No implementation of more liberalized trade among the Asia-Pacific Economic 
Cooperation (APEC) countries, and; 

• 	 No expansiolLl of NAFrA to include additional countries. 

USDA Baseline Projectl.olU, FebT'lllll11999 



--

Approved by the . 
World·Agrlcultural Outlook Board, 
Economrc Research Service, .. 

OU·TL,QOKfor 
and Foreign Agricultural Service, u.s. Agricu~tlJral Trade 
U.S. Department of Agriculture 

• I.W· 

February 22, 1999 AES-21 

FISCAL 1999 AGRICULTURAL EXPORTS FORECAST TO FALL BELOW $50 BILLION 

U.S. agricultural exports in fiscal 1999 are forecast at $49 billion, 
down $1.5 billion from the November estimate and $4.6 billion below 
fiscal 1998. Weak world demand and large world supplies largely account 
for the decline. Excluding Mexico, year-to-year declines are forecast in 
all major markets. Soybean and soybean product exports are forecast·down 
almost $3.5 billion from last year, as both volume and prices have . 
fallen. The severe decline in U.S. production and weak world prices have 
sharply reduced U. S. cotton exports . The decline in exports of poultry 
meat from 1998 largely reflects reduced Russian imports and lower prices. 
Other major export commodities are forecast to record minor changes in 
value from 1998 as declining prices ,are offset by increasing voluine. For 
example, the volume: of corn exports is forecast up 17 percent, to 44 
million tons, while: the value is virtually unchanged at $4.3 billion . 

. U. S. agricultural imports are forecast to be $38 billion in fiscal 1999, 
up $1 billion from. 1998. Most of the increase is account,ed for by . 
horticultural products. The agricultural trade surplus, forecast at $11 
billion, is the lowest 'since 1987. . 

As of this issue, this publication is renamed Outlook for U.S. 
Agricultural Trade from Outlook for U.S. Agricultural Exports, reflecting. 
the increased. emphtLsis on imports. . . 

Table 1--U.,S. agricultural trade, fiscal years, 1994-1999 
~- Year ending September 30 -

. , , , ' 

--~--------------- ..---------------~-~-----~---~------------------------
Item 1994 1995 1996 1997 1998 1999 Projected 

Nov. Feb. 
--~--------~-------------------------~-----~---------------------------

--Billion dollars-
Exports 43.9 54.6 59.8 57.3 5~.6 50.5 49.0 

Imports 26.6 29.9' 32.6' 35.8 . 37.0 38.5 38.0 

Balance 17.3 24.7 27.2 21.5 16.6 12.0 11.0 

--Million metric tons '-
Ex. volume 127.5 169.7 158.4 147.3 142.0 149.8 146.7 
------~--------~------------------------------------~------------------
This outlook reflects commodity forecasts in the Feb. 10, 1999, World 
Agricultural Supply and Demand Estimates .. 



Commodity Highlights 

The forecast for fiscal 1999 exports of U.S. wheat and'flour is lowered 
$300 million fr()m November to $3.9 billion.' Swamping an upward 
adjustment in wheat flour export volume, the forecast for wheat 
shipments is reduc~~d 3 million tons to 28.5 million tons. The average 
export price for all wheat remains unchanged at $130/ton., This outlook 
still reflects a y~~ar-over-year increase in wheat export volume 
although not as large as envisioned in November. Since then, world 
import demand was reduced and Argentina is now expected to export more. 

, . 

Table 2--U.S. agric:::ultural exports: Value by commodity, 1997-1999 

October-December Fiscal Fiscal 1999 
Commodity 1997 1998 1998 Projected 

Nov. Feb. 
-----~-----------------------------------------------------------------

--Billion dollars-
Grains and' feeds 11 3.851 3.910 14.109 13.9 13.8 

Wheat & flour' 1. 096 1. 045 3.887' 4.2 3.9 
Rice 0.276 0.353 1.134 1.0 1.1 
Coarse grains 21 1.399 1.402 4.990 4.7 4.8 

Corn 1.159 1.279 4.261 4.2 4.3 
Feeds and fodders 0.650 0.6212.411 2.3 2.3 

Oilseeds and products 4.683. 3.151 11.090 9.3 8.6 
Soybeans 3.226 1.945 .6.117 5.1 4.7 
Soybean meal 0.637 0.328 1.944 1.4 1.2 
Soybeah oil 0.231 0.258 0.881 0.8 0.7 

Livestock products 2.095 1.901 7.626 8.1 7.9 
Beef, pork & variety meats 1.080 0.974 4.045 4.5 4'.2 
Hides & skins, incl. furs 0.354 0.255 1.358 1.5 1.4 

poultry & products 0.727 0.549 2.712 2.3 2~3 
Poultry meat 0.632 0.461 2.347 1.8 1.9 

Dairy ,products 0.236 0.224 0.897' 0.9 ' 0.9 
Tobacco, unmanufactured 0.373 0.384 1.448 1.4 1.4 
Cotton & linters 0.656 0.681 2.537 1.6 1.4 
Seeds 0.253 0.254 0.838 0.9 0.9 
Horticultural products , 2.820 2.763 10.318 10.1 10.0 

Fruits &prepara.tions 0.842 0.823 3.202 3.0 2.9 
Vegetables & prE!parations 0.714 0.740 2.805 2.8 2.8 
Tree nuts & preparations 0.458 0.414 1.215 1.3 1.3 

Sugar" tropical, and other 0.537 0.516 2.054 2.0 1.9 

Total 31 16.231 14.333 53.629 50.5 49.0 
------------------.------------------------~-----------------~----------
11 Includes pulses: and corn products. ,21 Includes corn, barley, 
sorghum, oats, and rye. 31 Totals might not add due to rounding. 
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U.S. coarse grain exports are raised 1.2 million tons and $100 million 
to 49.4 million. tqns valued at $4.8 billion.· The export forecast for 
corn is increased 1.5 million tons to 44 million tons and, with the 
export price of $Sl8/ton unchanged, export value is raised $100 million 
to $4.3 billion. Partially offsetting corn volume gains, sorghuin . 
exports are reducE~d 200,000 tons since Japan is expected to shift to 
corn. The outlook for U.S. corn exports has improved since November 
with upward revisions in demand from Japan, Korea, and'Malaysia and 
reduced competition from Argentina. . 

~iscal 1999 rice E~xports are forecast to reach 3.2 million tons valued 
at $1.1 billion. This represents a 200,000~ton increase from the 
November estimate.. Export value is restrained due to somewhat lower ' 
prices, the result of a larger proportion of rough rice shipments and 
generally reduced world rice prices. U.S. export volume is increased 

. due to larger shipments to Brazil.· 

Reflecting doWnward adjustments to both export volume and. prices, 
.	fiscal 1999 U. S. (:>ilseed and products exports are lowered 1.3 million 
tons and nearly$BOO million to 33.8 million tons valued at $8.6 . 
billion. Soybean, exports are reduced 800,000 tons and $400 million·t9 
22.3 million tons valued at $4.7 billion. This reflects an average 
export price of $212/ton for soybeans, 4.5 percent lower than.the· 
November 

Table 3--U.S. agricultural exports: Volume by commodity, 1997-99 
-----------------.--------------------------~-------------------------

October-December .Fiscal Fiscal 1999 
Commodity· 1997 .. 1998 1998 Projected 

Nov. Feb. 
. 	 .' '-----------------~----------------------------------------------------

--Million metric tons~-
Wheat 6.729 7.827 25.800 31.5. 28.5 
Wheat flour 0.141 0.246 0.459 0.5 0.6 
Rice 0.734 1.147 3.315 3.0 3.2 
Coarse grains 11 
. Corn 

11.597 
9.59.6 

14.252 
13.015 

43.960 
37.697 

48.2 
42.5 

49.4. 
44.0 

Feeds « fodders 3.058 3.129 11.688 11.9 11.9 
Oilseeds and products

Soybeans . 
Soybean meal. 
Soybean oil . 

Beef, pork «'variety meats 
Poultry meat 
Animal fats 

. Cotton « linters 

15.564 
12.063 

2.359 
0.381 
0.398 
0~688 
0,.232 
0.401 

12.362 
9.052 
1.924 
0.413 
0.390 
0.562 
0.187 
0.462 

36.018 
23.287 

8.464 
1.396 
1.559 
2.663 
1.365 
1.602 

35.1 
23.1 
7.8 
1.2 
1.7 
2.3 
1.3 
1'.0 

33.8 
22.3 
7.2 
1.2 
1.7 
2.3 
1.3 
0.9 

Horticultural products
Other . 

1.956 
1.641 

1.971 
1.876 

7.414 
6.169 

7.3 
6.0 

7.1 
. 6.0 

Total agriculture 
Major bulk products 21 

43.139 
31.524 

44.411 
32.740 

142.012 
97.964 

149.8 
106.8 

146.7 
104.3 

------------------------------~--------------------------------------~-
11 Includes corn, barley, sorghum, oats, and rye. 21 Includes. wheat, 
rice, coarse grains, soybeans, and cotton. 
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Prospects for the Farm E.conomy in Year 2000 

THE SECRETARY OF AGRICULTURE. 

WASHINGTON, D.C .. 

I 	 .20250'0100 

I
/ 

May 25,1999 

MEMORANDUM FOR THE PRESIDENT 

FROM: Secretary Dan Glickman 

SUBJECT: 

On May 12, the Department of Agriculture (USDA) revised its outlook for crops. 
and livestock for the remainder of this year and released its first official forecasts for 
next year . 

. Generally, USDA expects prospects for I ivestock to Improve somewhat over the 
coming months, as farmers continue to reduce production in the face of low returns. 
Although weather around the world over the coming months could alter' price 
prospects for US crops, USDA's forecasts through next year indicate that crop farmers 
will continue to endure financial stress, heightening concern within the farm 
community about what the Administration is doing to help farmers, which could have 
impliCations for next year's presidential campaign. 

. The health of the farm sector depends heavi lyon exports, so it comes as 
d i scouragi ng news that USDA forecasts they wi II decl i ne for the th i rd consecutive year, 
falling 18% below 1996's record high of $60 billion. While USDA expects Asia to 

. improve over the coming year, the modest pace of recovery will not keep pace with 
growth in US and world production, keeping next spring's farm prices near or below 
current levels for most commodities, particularly crops. 

Continued low prices and income could further pressure land values, 
particularly in the Plains States, causing farmers to have problems obtaining credit 

. again next.year; in the spring of 2000, we are likely to repeat the credit crunch we 
endured this planting season, along with increasing numbers offarm foreclosures. 

The following summarize USDA's estimates for major commodity markets: 

'. 	WH£.~T: Farmer$ are'red uci ng 1999 wheat pi anti ngs to the lowest level 
in 26 years, because of last year's low wheat prices. Initial surveys of 
the winter wheat cropsuggest yields will decline from last year's record
high, but could still be the third highest ever. USDA's outlook for 
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1999/2000 for wheat sees a 12% drop in production, increased exports, 
and lower ending stocks on June 1, 2000. However, USDA expects total 
US wheat supplies to be down only 2% from a year earlier, because very 
large carryin stocks will largely offset this year's smaller harvest, and 
because USDA predicts only a modest increase in exports, thus wheat 
stocks on June 1, 2000, will be the second largest in the 1990's. 

USDA. expects farm prices for 1999/2000 to average $2.85 per bushel, 
up from this year's $2.63 but down from the 1993-97 average of $3.79. 
While wheat prices wi II fall 25% off the average 'hf the previous 4 years, 
it may be the most improved market of major crops during this period . 

. CORN: USDA expects the 1999 corn crop will drop slightly as farmers 
continue to expand soybean· acreage. However, with stocks· already 
large, USDA forecasts total corn supplies to be up slightly in 1999/2000 
because exports will increase only modestly given continued slow 
foreign import growth and strong competition from Argentina and China. 

f 	 Corn stocks on September 1, 2000, may rise a little, keeping the 
1999/2000 farm price near this year's average of $2.00 per bushel, 
which is 24% below the 1993-97 average of $2.63. 

SOYBEANS: farmers plan to expand even further their soybean acreage 
this year; USDA forecasts production in 1999/2000. will surpass last 
year's record. Although USDA expects record exports, large stocks and 
record production could cause US carryover stocks on August 30, 2000, 

. topping the previous record high set in 1986" As a result, USDA 
projects that farm prices will drop steeply in 1999/2000, averaging 
$4.35 per bushel, down from about $5.05 this season and 33 % off the 
1993-97 average of $6.48'. 

COn"ON AND RICE: Cotton and rice face a similar fate in 1999/2000 
because large production increases will lead to larger carryover stocks 
and lower prices. USDA estimates that rice production will be record
high in 1999/2000, up nearly 1 0% from 1998/99 - farmers plan to plant 
the largest crop in nearly 20 years following fairly strong prices and 
returns over the last 4 seasons. After last year's·drought-reduced crop, .. 
US cotton production will jump nearly 30% in 1999/2000. 

USDA projects rice ~xports to be unchanged because of reduced 
. \ 
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demand from latin America and stiffer competition, wh i Ie cotton exports 
increase with larger US production. Unfortunately, the large rice and 
cotton supplies could boost carryover stocks on August 1, 2000, to 
levels unseen in more than 10 years for both crops . 

. USDA forecasts that the price for rice will be $6.50 per cwt. for the 
coming season, down 25% from this season's $8.65, the 1993-97 

'average. USDA forecasts that cotton prices will slip from this year's 
weak $0.61 per pound,.(ompared with the 1993-97 average of $0.68. 

~ 

BEEF: A decline in beef production, whiCh USDA forecasts to begin in 
the second half of 1999, should continue through 2000 as cattle 
inventories'diminish. USDA forecasts that fed cattle'prices in 2000 will 

,average over $73 per cwt.,compared with this year's forecast of under 
$65 - Fed cattle prices last exceeded $73 per cwt' in 1993. . 

PORKi USDA also expects hog production to fall in 2000, following 2 
years of low returns. Hog prices could finally average above $40 per 
cwt. in 2000 after falling below that level in 1998. Despite the 
projected increase, USDA forecasts that hog prices in 2000 will average 
15% below the 1993-97 average. ' 

POUI,TRY: ' USDA expects that poultry production will likely register 
anothcer increase in 2000, as consumers continue to replace beef and 
pork with increasing amounts of poultry. With som~ recovery in Asian 
exports, producer returns should remain favorable, though prices could 
move lower in 2000. 

MIL/(;~ USDA estimates milk production will rise sharply this year and 
in 2000 following last year's record-high milk pri~es. In addition, USDA 
expects that the termination of the milk price support program on 
JanuallY 1, 2000, will contribute to lower farm milk prices next year .. 
USDA forecasts milk prices averaging $13.25 per cwt in 2000, 
compared with $13.55 in 1999, and the 1993-97 average of $13.35. 

To summarize, there is little on the horizon that suggests anything but continued 
financial problems for much of US agriculture through 2000. USDA expects land 
prices to decline in key midwestern production areas, a trend which when combined 
with low cash flows and the likelihood of more conserv~tive lending policies by 
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commercial banks-something we are already witnessing-will put a strain on farmers', 
and ranchers' ability to obtain financing in 2000. Only cattle prices look poised for a 
meaningful ,increase, but that is ,only because ranchers have been liquidating their 
herds for 3 straight years. Crop growers will likely face increasing financial stress as' 
larger soybeans, cotton, and 'rice crops lead to weak and declining prices, as, 
summarized by the following characterizations: 

OUTLOOK 	 COMMODITY 

weak and declining 	 catton, rice, soybeans 

moderately strong but declining 	 broilers 

weak and stable' 	 corn, milk 

weak but improving slightly 	 hogs, wheat 

weak and imp(oving sharply 	 cattle 

To deal with the political repercussions of a weak farm economy in 2000 and 
prevent it from becoming a liability for us, we need to focus in coming months on 
actions that may help prevent these projections from being realized: 

, • 	 First, rising crop surpluses are the single most important factor drivirlg 
the outlook, thus we need to find ways to move surpluses into 
commercial and humanitarian channels.' 

• 	 Second, because I predict Congress a.nd farm groups will continue to 
raise attention to this problem and the adequacy of the farm safety net 
with several legislative options - most likely to surface during 
consideration of USDA's FYOO appropriations bill - I continue to 
advocate that theAdministration explore ways, and advance proposals, 
to provide an infusion of cash to support farmers' incomes~ 
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THE WHITE HOUSE 

WASHINGTON 

November 12, 1998 

~The Honorable Dani·el R. Glickman I 
Secretary of Agriculture I 
Washingt6n, D.C. 20250 I 

!. 
Dear Dan:· I 

I 

: L Happy Birthday! Hillary and I want to .J
wish you the very best.on this special 
occasion ang a happy, healthy year to 
come. 

Sincerely, . 
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THE WHlTE HOUSE 

WASHINGTON 

September 16, 1997 

The Honorable Daniel R. Glickman 
Secretary of Agriculture 
Washington,. D.C. 20250 

Dear Dan: 

Thanks for sending the article about Air Force 
One. It's an entertaining piece and I enjoyed 
reading it. We'll "have to compare the movie 
version to the real thing the next time we 
t~avel together~' ' 

Sincerely, 
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THE WHITE HOUSE 

WASHINGTON 

. April 21, 1997 

The Honorable Daniel R. Glickman 
Secretary of ;1\griculture' 
Washington, D.C., 20250 

Dear Dan: 
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Thanks so much for sending th,e article about 
expanding ric4~ exports into the Japanese market. 
It was' great to read about the continued success 
of this research project. I've taken the liberty 
of sending notes, to 'the individuals involved in 
the project. Keep up the good work. 

Sincerely, 

~..'~. 


