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MEMORANDUM FROM SECRETARY GLICKMAN

B l
) ~ To: ~ Thurgood Marshall, Jr., |
Deputy Counsel and Legislative Directo
|
|

Subject:  The President's Civil Rights Initiative |

|
- ' I ' :
As the Adrninistration prepares to embark on its Civil Rights Initiative and an ambitious
effort to promote racial healing in America, | am increasingly concemed about a
growing enemy from an unlikely comer that unites civil rights advocates and opponents
alike. That enemy is cynicism. : , ,

: Grven the Department of Agnculture s recent efforts to overcome a history of
insensitivity to diverse employees and customers, | 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 mrght actually get the job done. Here's what I've
leamed from the trenches: = | | o
\J 1) Talk and walk at the same rrmei 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 resuft has been that when America's leaders talk about improving civil
A 5\\\1 Mbd\*" rights, few people believe them, and for good feason -- they have heard &t all before.

In wading through USDA's problems. I quickly found that there is no substitute for
P”\mﬂ ‘action. We set clear goals. We lald out an aggressive timeline, and we're sticking to it.

The result is credibility. From the pebple who run our agencres to the people who

answer the phones, folk ?:Ieany see that something real is happenrng. and they want to

k beapartofm

*‘ .
!

2) Commrssrons need clear mrssrons If we swept together all the dust that's settled on
the countiess reports of past civil nghts commissions, all of Washington would sneeze.
9} Jr\f\’ It is useful to gather a bramtrustx just make sure they have a strict deadline and clear
l

‘(1)
, 'wted. N ‘ :
- Mathewss |.........
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direction from the top that thelr dlalogue must be constructive. Wxthout concrete
recommendations for action, it's all just talk and we fuel the very cynicism that we're
tryrng to root out. ) r

1 drd establish a civil rights commls’slon at USDA It was headed by an esteemed careor
civil servant. They travelled the colntry for 3 months listening not just to the experts, but
_real people -- fames, rural Amencans and USDA employees. Given those
perspectives, they delivered a ‘121'page report which's was almost entirely a senes of
bullets recommending specrﬁc actions ' r &

" Here's a samphng of what they came up with:

, ( -- Eliminate the years-old backlog of civil nghts complarnts in 120 days
/-— ‘
// . <<Freeze all foreclosures where a civil rights complamt has been filed unm
‘ an independent revraw can be performed. ,
/'—-.’-—

\?’\ ‘ ~ Make it a condition of emp oyment at USDA that every employee treat every .
. // ' (_ co-worker and customer fairly | equitably, with dignity and respect.
- Establish a results-oriented National Commission on the Small Farm '

together the threads of economrc%; civil rights, and rural conditions and weave a
national strategy to stem the alarming loss of Amenca s small farms -- many of which

inority-owned.

Taken asa who!e. these recommendations form a detalled road map for how USDA
can get out from under a hlstory ef dlscnmmation and become a federal civil nghts

teader

Fmaily. when the report gets passed up to you be ready to run. When I received my
civil rights report, there certainly were bureaucrats who recommended we form a
committee to report on the ccmmrﬂee s report and make recommendations on the
L " recommendations. Instead, | dlsbanded our civil rights commisslon and formed an
1 2

action team.
\) ....._._-/ ‘ l o ’

The day after | received the reponﬂ went before my entire department and the media

and announced that we fvould 1mmedratety get down to business. This sustained the

momentum, and since the report contained a clear set of goals and deadlines, people

knew that they could expect - and hold us accountable for - qu:ck concrete progress.
\’ 3) Leam to like paper cuts. Speeches are the fun part. But it's the dogged, day—to-day ‘

staymg on top of the specmc inmatrves that keeps the ball movrng forward. |
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| have a mesting every week with !my top civil rights advisor. Hg gets whatever
tesources he needs. His staff ftles a 20-page report every week detailing the progress

that’s been made in each agency -- on hiring, on complaints resolution, on customer
service. The resulits? A strong sense of accountabllcty throughout our ranks and crystal
clear progress. _

4) Report regulary.to. the_sharehe'!dem 1f we ask the Amencan people to set aside their
‘doubts and come along with us in this effort, we've got to ba a broken record and
regu larly hglg__oy&e&s_ale_o_gu_n_tg_tg_t_e to them for making real progress.

l

Vtrtually every time [ give a speech | talk about civil rights. Eventually, it smks in that this
really is a very big deal. | talk about tRe-big picture of America's racial divide, but | also

catalog what we're doing about it. People need to hear that we are maklng real
~ progress. , I ,

5) One small step per man is one’ 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. But the Chinese have a saying, ‘the joumey of a
thousand miles begins with a single step.' As leaders in this effort, we must plot a
_methodical strategy and give people concrete ways that they can help piece our people
back together We change the world by each person changing their little comer of the
world -- in their homes, churches' schools, workplaces and communities.

| .
This is how we are finding some success in changing the culture of the Department of
Agriculture. | hope that our expenences may be of some use in healing America’s old
wounds. | . t

There will always be a few rotten apples in the barrel, but my belief is that the vast
majority of Americans yeam to be called on in a meaningful ‘wayto be a part of the
solution. Too many of us have expenenced firsthand the pain of mindless divisions. But
too many of us, too, have been guven false hope by uplifting words from our leaders that
in the end tum out to be thin air. | i :

ThIS Presldent and this Admmtstratlon are umquely qualified to rise above mere talk.

But if we are to give the Amencan people hope, first and foremost we must give them

action.. » § t :
. . a

i

¢
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|
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| MEMORANDUM FROM SECRETAHY GLICKMAN

T To: Thurgood Marshall Jr, |
-  Deputy Counsel and Legislative Directo _

Subject:  The President's Civil Rights Initiative-
| | |

i

As the Administration prepares to embark on its Civil Rights Initiative and an ambitious.
effort to promote racial healing in/America, | am increasingly concemed about a
growing enemy from an unllkely comer that unrtes civil rights advocates and opponents
alike. That enemy is _qy_qccusm l . :

Given the Department of Agriculture's recent efforts to overcome a history of
insensitivity to diverse employees and customers, | 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 mlght actually get the job done. Here's what |'ve
leamed from the trenches: | ,

\l 1) Talk and walk at the same timle. Most leaders are quite willing to say a few uplifting
- words in favor of civil rights, but preclous few have followed it up with concrete actlons
Too often, the result has been that when America’s leaders talk about improving civil
5\\«' M&,A\V‘ rights, few people believe them.;and for good reason -- they have heard it all before.

In wading through USDA’s problems. | quickly found that there is no subsmute for
7/\0,)9 action. We set clear goals. We lald out an aggressive timeline, and we're sticking to it.
) The resultis credibility. irom the pebple who run our agencies to the people who :
answer the phones, folk R:learly see that something real is happening, and they want o
HV be a part of it. {

“2) Commissions need clear m:s{s:ons If we swept together all the dust that's setted on
“3, the countless reports of past civil rights commissions, all of Washington would sneeze.

d

(y’ [tis useful to gather a bramtrusib. just make sure they have a strict deadline and clear
. L@-{) ted i |
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direction from the top that their dlalogue must be constructive. Without concrete
recommendations for action, it's al!l just talk, and we fuel the very cynlcism that we’ re

trymg to roo? out. |

!
I did establish a civil rights commtss:on at USDA. It was headed by an esteemed career

_civil servant, They travelled the country for 3 months listening not just to the experts, but
real people.-- famecs, rural Amencans and USDA employees. Given those
perspectives, they delivered a 121~page report which was aimost enttre ya series of
bullets recommendmg specific acttons '

Here's a samplmg of what they came up with:

(' -- Eliminate the years-old backlog of civil rights complamts in 120 days
.--"""__—'_——
// <<Freeze all foreclosures where a civil rights complamt has been filed until
an independent review c: can be performed. .
, , — —
; -- Make it a conditic on of em ponment at USDA that every employee treat every
// co-worker and %stgmer_tamm uitably, with dignity and r ct.
| -- Establish a results-onented Natzonai Commission on the Small Farm1op

together the threads of economics, civil rights, and rural conditions and weave a

national strategy to stem the alanning loss of America’s small farms -- many of which
minority-owned. .

Taken as a whole, these recommendattons form a detailed road map for how USDA
can get out from under a hlstory of dtscnmmatlon and become a federal civil rights
Ieader

Ftnally. when the report gets passed up to yeu, be ready to run. When | recewed my
civil rights report, there certainly were bureaucrats who recommended we foma .
committee to report on the committee’s report and make recommendations on the
v recommendations. lnstead | dlsbanded our civil rights commission and formed an
act:on team. - | -
The day aﬂerl recetvegi the reporM went before my entire department and the media.
and announced that wd fvould immediately get down to business. This sustained the

momentum, and since the report contained a clear set of goals and deadlines; people
knew that they could expect — anid hold us accountable for -- quick, concrete progress.

\’ 3) Leam to like paper cuts. Speeches are the fun part. But it's the dogged, day-to-day
- staying on top of the specific initiatives that keeps the ball moving forward.
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‘Ihave a meetmg every week with my top civil rights advisor. Hg gets whatever
tesources he needs. His staff files | a 20-page report every week detailing the progress
that's been made in each agency -- on hiring, on complaints resolution, on customer

- service. The results? A strong sense of accountability throughout our ranks and crystal
clear progress. * R . i

TR | : ‘

@\( 4) -Report requlady.to. the_shareholdars If we ask the American people to set asnde their
‘doubts and come along with us in thns effort, we've got to be a broken record and -
regularly hq!g__g_qg_sg&ﬁ_ag_cgg___rﬂaMe to-them for making real progress. .

i

Virtually every time | give a speech | talk about civil fights. Eventua!ly, it sinks in that this, |

- really is a very big deal. | talk about { picture of America's racial divide, but | also
catalog what we're doing about it. People need to hear that we are making real
progress. S i

5) One small step per man is one g:ant leap for mankind. History will judge our CM!
Rights Initiative by the simple meter of how Americans treat one another and function

as a society in the 21st century. But the Chinese have a saying, ‘the joumey of a-
thousand rniles begins with a snngle 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 worid by each person changing their little comer of the
world -- in their homes, churches. schoals, workplaces, and communities.

This is how we are finding some success in changlng the culture of the Department of
Agnculture | hope that our expenences may be of some use in healing America" sold
wounds | ‘

There will always be a few rotten apples in the barrel but my belief is that the vast .

- majority of Americans yeam to be called on in a meaningful way to be a part of the
solution. Too many of us have expenenced firsthand the pain of mindless divisions. But
too 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. ; |

Thls Presudent and this Admlmstra!xtlon are umquely quam" ied to rise above mere talk
But if we are to give the American people hope, first and foremost we must give them

actlon _ o _ t A
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THE SECRETARY OF AGRICULTURE ' 3 '

washinsron, o.c. . ~———
| Marcin 27, 199?
‘ MEMORANDUM‘FORTHE PRESIDENT ]
Fremi Secretank Dan GlicAkman. A i
: Subject: Ferm Programv Recommenda}tions

i

. |
]' :
| recommend that you announce a farm 'pr'ogram initiative that includes 1) income
.enhancement 2) crop insurance reform, 3) a program to idle farm land for three to flve

years, 4) extending the da!ry prsgram and 5) on-farm storage

After a generally healthy farm economy over most of your Administration, farm prices have
dropped dramatically, both in amount and the rapidity with which they receded from their
highs. While many of the aggregate mdrclators of the sector’s financial condition show
only moderate signs of stress — largely because 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 livestock farmers are realizing prices far below their
averages for the 1990's. The repercussxons of these trends are beginning to evidence -
themselves in eroding land values, higher: debt Ievels, and extremeiy tight cash flows.

‘ ‘
As prices stay soft, these trends will spread and worsen and will manifest in growing public
and congressional attention to the problem. Aiready, 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 even some Republicans have begin to break with
their party s general aversion to revnsmng the 1996 farm bill.

| A
To date, the proposals we have advanced mainly concern reforming crop insurance
coupled with items that involve mm:mal,. 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 strengthened crop insurance progqam and one that includes new methods to insure
against price and revenue declines, will not respond adequately to the weak prices that
will fall across the agricultural séctor for t;he duration of your Administration. Moreover, if
we are to offer a credible response. to the growmg crisis in agriculture, we have to be

|
|
|



Farm Program Recommendarions
From Secretary Glickman
March 27, 1999
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!
prepared to devote commensurate resources

The initiative will cost $2.5 to $3 billion annually, though the final ﬂgure can be adjusted
upward or downward, based on how the vanables 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, | would recommend that only a nominal amount come from
reallocating USDA’s funds. Most of the farm program spending in the USDA budget are
income support-payments, thus they wou[Id have to be the source of off sets. But if a new
initiative is to enhance farm income, it seems counter productive to diminish exrstrng

income support payments ‘ - }
: j
The main elements of the initiative are sdmmarlzed below
, l
. INCOME ENHANCEMENT Under this 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 exa;mp_le if the gross income for corn farmers in 1999
- falls 30% under the average of the last five years, USDA would make a payment to
: compensate for the decline. The/program would apply to all the major field crops.
: : J
USDA examined such a program dunng con5|deratron of the FY99 omnibus
appropriations bill. Based on the 30% threshold cited above, the cost would have
been about $1.8 billion per year' l recommend desrgnrng such a program to spend

about $1.5 billion annually. {!

The Administration s most salientt criticism of the 1996 farm bill, the one that
resonates best, is that the bill lacks the counter cyclical protection of past programs
— it fails to increase income support payments when prices fall. This program, to
run for the rest of the life of the current farm bill, responds to that criticism and does
' so0 without raising some of the polrcy objectrons of other alternatives, most notably

mcreasmg commodity loans. |

e CROP INSURANCE: We need to continue pursurng crop insurance reform
" however, it alone can not respond to all of the problems beginning to beset the farm
economy. [t should be a component of your lnmatrve but not necessanly the

center prece : g

i
!
{

l recommend a $1 b:lhon crop, insurance initiative, consrstrng of rncreased premrum
subsidies for the higher. levels of coverage, known as buy-up coverage mcludmg

Page 2 of 4
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Farm Program Recommendations
From Secretary Glickman

March 27, 1999

revenue insurance; improving the non -insured assistance program (NAP); and
livestock protection. This initiative!would actually cost more than $1 billion, but |
think we could propose some changes to the basic crop insurance coverage, known
as CAT for catastrophic coverage, that 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 years if they agreed to implement conservation
- practices on the land during that penod Modeled on the existing Conservation
Reserve Program (CRP), that requires farmers to idle their land for ten years, this
program would cost about $200 mllhon per year.

‘ ‘
When first considered by the Admumstrat;on durmg the dlsaster bill debate the
proposal was designed to help farmers whose land was 'submerged temporarily or
unproductive because of disease, such as wheat scab or Karnal bunt. It still would
apply to those purposes, and whilel achieving conservation benefits, it would also
help respond to the growing surpluses depressing crop prices. :

DAIRY: The dairy price support prt‘lgram ends December 31, two years before the
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 level. Compared to the present program, this would cost about $25 million

per year; compared to no program, this would cost about $100 million. '

After hitting record highs in Decen%ber milk price§ have plrummeted In February,
they registered their sharpest one-month 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 thls}plan 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 permit USDA to implement the plan
" Congress has until September 30 to block it. At the same time, several state

_legislatures are seriously consxdermg joining the existing New England dairy
compact or formlng their own new ones.

S

' .
In short, aII of these events mean that the debate over dairy policy will surface this

~year and extending the price support program will not only offer dairy farmers some

N stab!hty and pnce protect!on it will get the Administration in front of the debate.
|
ON-FARM STORAGE The Admmxstratlon should propose an on-farm storage

Page 3 of 4



Farm Program Recommendations .
From Secretary Glickman

|
|
i
! March 27, 1999 -
1

program that would enable USDA to finance the construction of such facilities. At
$50 million per year, USDA could finance about $1 billion worth of such facilities,
which would help farmers by allowmg them to store their graln during times of low

prices rather than being forced to seH
x

- In addition to the above discussed items the Administration should continue pursuing

several other, lower or no cost reforms, mcludmg mandatory livestock price reporting,
extending commodity loans, greater plantmg flexibility for fruits and vegetables, haying -
and grazing reform, and strengthemng protectnons for livestock producers and farmers who

jOIn cooperatlves A [

|

Finally, there are a couple of administrativ’e actions that could help exports:

" EXPANDING DONATIONS: | thmk we should expand the wheat donation- program '

you announced last summer to incl ude 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 criteria used to justify starting that program,

soybeans, soybean meal, and soybean oil would likely qualify. Although they are:

" not as applicable to donations as wheat we can use them in certain countries and,

from a domestic stand point, the dlfop in soybean prices this year is likely to be the
sharpest of the major crops. | ' ,

|

SANCTIONS: | know the i issue of sanctions, partlcularly with respect to allowmg
grain shipments to iran, has undergone extensive debate within the Admmlstratlon
The agricultural community would react very favorably to any action you take to lift
or othermse ease sanctlons either broadly speakmg, or just in this one case.

|
l
|
!
|

Page 4 of 4
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INCOME ENHANCEMENT: Under thrs 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 last five years, USDA would make a payment to
compensate for the decline. The program would apply to all the major field crops.
Based on the 30% threshold, the cost would be about $1.5 billion per year
CROP INSURANCE: The Admmlstratron should pursue a $1 billion crop insurance
initiative, consisting of increased premrum subsidies for the higher levels of
- coverage, known as buy-uplcoverage including revenue insurance; improving the
non-insured assistance program (NAP); and livestock protection. This initiative
would actually cost more than $1 billion, 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.

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. Modeled on the existing Conservation
‘Reserve Program (CRP), that requires farmers to idle their land for ten years, this
program would cost about $200 mlllron per year.

DAIRY: The dairy price support program ends December 31, two years before the
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 level. Compared to the present program, this would cost about $25 million
per year; compared to no program, this would cost about $100 million.

 ON-FARM STORAGE: The Admin‘ifstration should propose an on-farm storage
program that would enable USDA to finance the construction of such facilities. At
$50 million per year, USDA could finance about $1 billion worth of such facilities,
which would help farmers by allowing them to store their grain during times of low
prices rather than being forced to sell
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Farm Program Recommendatlons :
i _ .
I
INCOME ENHANCEMENT Under thls 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 Iast five years, USDA would make a payment to
compensate for the decline. The program would apply to all the major field crops.
Based on the 30% threshold, the cost would be about $1.5 billion per year.
!
CROP INSURANCE The Admmrstratlon should pursue a $1 billion crop insurance
initiative, consisting of increased premrum subsidies for the higher levels of
coverage, krnown as buy-up coverage, including revenue insurance; improving the
non-insured assistance program (NA%P); and livestock protection. This initiative
~would actually cost more than $1 billion, 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.
LAND IDLING: The Admmlstratron {should recommend a program to pay farmers to
idle farm land for three to five yearshf they agreed to implement conservation .
practices on the land during that penod Modeled on the existing Conservation
Reserve Program (CRP), that requires farmers to idle their land for ten years, this
program would cost about $200 mrlhon per year.

DAIRY: The dairy price support proéram ends December 31, two years before the
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 level. Compared to the present program, this would cost about $25 million
per year; cormpared to no program thIS would cost about $100 million.

ON-FARM STORAGE: The Admlmstratron should propose an on-farm storage
program that would enable USDA to finance the construction of such facilities. At
$50 million per year, USDA could fmance about $1 billion worth of such facilities,
which would help farmers by allowmg them to store their gram during times of low
prices rather than bemg forced to sell.. - ‘
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MEMORANDUM FOR THE PRESIDENT

From:

THE SECRETARY OF AGRICULTURE
WASHINGTON, 0.C.
’eoasobnoo

|
May 20, 1997

i

Secretary Dan Glickman

|
|
» |
'Subject: Progress On (_:'ivil Rights l'at t epartment of Agriculture
;

Since my January 27, 1997 memorandum to Chief of Staff Bowles the Department
of Agriculture (USDA) has establrshed a Civil Rights Implementation Team (CRIT)

. to implement the 92 recommendations in the Civil Rights Action Team (CRAT)

Report I commrssroned last December and whlch | received February 28, 1997.

Under the actmg assistant secretary for admmistratron who served as the CRAT
leader, the CRIT, composed | of 300 employees in 33 sub-teams, will have
implemented approximately one-half of the CRAT recommendations and by the end

- of this September, most of the rest wrlt be in place. -

| am attaching to this memorandurn the full CRAT. report as well as the most rec:ent
weekly CRIT progress report. !The department has been involved in a number of
related events. Below, | have summarized some of the most significant:

U.S. r:ommrssro:r ONCI wr.f RIGHTS AUDIT

On April 4, | met with Mary Francrs Berry, Chanrwoman of the Commission on Civil
Rights. Ms. Berry shared her continuing concems 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 legal assistance in the area of civil rights from the office
of the general counsel. | e'xplalned to her what we are doing to address these
issues. She and | agreed that'the commission will continue to monitor these issues'
and will conduct a civil rights audlt after October 1998.

|

CONGRESSIONAL BLA CK CAUCUS HEARING.
On April 16, ‘l\ met with merfnbers of the Congressional Black Ceucus (CBC) to |
i
|
|

|
o



Civil Rights Progress at USDA
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i ‘ o Page 2

~ discuss the CRAT recommendations and implementation. The CBC raised several
specific issues including: the backiog of program and employee complaints,
providing legal assistance on cml rights, ensuring accountability for those who
discriminate, and departmentalipolicy on foreclosures and making farm operatmg _
loans when the borrower has alleged discrimination. r

' |

On April 23 the CBC held a heanng focused on these issues of discrimination that
CBC Chairwoman Maxine Waters chaired. She was joined by Representatives
" Bennie Thompson, Sanford Bishop, William Clay, Elijah Cummings, Danny Davis,
Jesse Jackson, Jr., Eddie Bemrce Johnson, Cynthia McKinney, Donald Payne,
Robert Scott, Albert Wynn Sheila Jackson-Lee, John Conyers, Eva Clayton, Donna
Christian-Green, Eleanor Holmes Norton, Juanita Mrllender-McDonaId and William
Jeh‘erson House Minority Leader Dick Gephardt made a surpnse appearance

Farmers at the hearing questloned whether USDA is working qurckly enough on
CRAT implementation, stated that the USDA loan program was unresponsive to
black farmers, and that they h'ad received racist threats. The farmers also stated.
their contention that USDA is at the center of a conspiracy to take their land. They
were concemed about a contrnued decline in the number of black farmers and

about the lack of Ioans for thrs spring’s crops. .
BLACK FARMERS RALLY AT USDA

Pnor to the April 23 CBC heanng, several hundred black farmers rallied outside of
USDA headquarters that featured Representatives Maxine Waters and Bennie
Thompson, and John Boyd, Presrdent of the National Association of Black Farmers.
Speakers were concemed about the declining numbers of black farmers and one
speaker stated if the current trend continues, there would be no black farms by the
year 2000. Farmers charged that USDA was not doing enough, fast enough, to
_satisfy them. They stated that discrimination and lack of access to capital were key
reasons for the declining numbers They also charged that USDA was not makmg
money available to them in t‘rme to plant their crops this spring.

CREDIT ;'

USDA's credit programs contsnue to be near the center of many of the cml nghts
concemns with which | am dealmg

Virginia's Senator Robb and Lieutenant Govemor Donald S. Beyer Jr., asked me
by telephone for emergency aid for black farmers who need loans thrs 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. Last week senior USDA credit officials met with representatlves of Virginia
banks, black farmers, and others to facilitate providing operating credit this planting
season. Also, the pending supplemental appropriations bill includes funds to
prowde an addmonal $110 mllllon in guaranteed loans this fiscal year.

| issued two dlrectlves the weelg of April 21 freezing foreclosures at all stages of
‘processing until all charges.of discrimination are investigated by an independent
review team. This is a more stnngent civil rights protection measure than USDA has
had in the past and a step further than the policy | announced last December. In
the second directive, | changed’ other loan processing actions to make sure loan
processing continues when a discrimination complaint is pendmg Further, if a loan
applicant alleges discrimination|and 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 USDA cannot approve a loan, the applicant must be
advised, ina meetmg andin wntmg, to explain why the loan appllcatlon was denied.

COMPLAINT BACKLOG !

In early April, the departmen! began dealing with the backlog of at least 2,000

- discrimination complaints. Thelnew 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 mvestlgatlon

- and cases that have possible cause will be settled or decided. My goal is to resolve

those cases that can be resolved by the first week of June.

1 .
'Howevelr,‘the backlog issue may be worse than | had originally thought. Files are
disorganized and, in some cases, have not yet been located. Officials have as yet
been unable to reconcile some records. But in many cases, because employees
and customers have filed more'than one case, if the department handles one case,

-5 or 6 cases may be settled.

. - .

" The new civil nghts division ofﬂc:als are working to streamline the basic complaint
process. When the new process 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 complamts in a more timely manner. The goal is to
have the new system in placel by August 1.

SETTLEMENTS = '

|

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

|
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case of the presrdent of the Natlonal Black Farmers Association. These settlements
total $1,195,000 in payments and $442,000 in debt write-offs. The settlements
underscore USDA's commitment to quickly and farr!y resolve legitimate civil rights
complalnts | hope there will be more settlements in the future.

In summary, | have made the cml rights i issues at USDA my m We have
many dedicated employees who are working diligently to address the long-standing
and entrenched problems here at USDA. In addition to addressrng the root causes
of these problems and mstnut:ng long-last organizational change, | have stressed
diversity and commitment to civil rights in my recommendations to fill the openings
in top leadership positions.
. . | ) .

| appreciate your continued interest and ask for your continued support.

|
|

attachments:

~ Civil Rrghts at the Umted States Deparrment of Agnculture A Report by the

Civil Rights Action Team, February, 1997
1

Crwl Rrghts at the Umted States Department of- Agnculture Civil Rights

Implementation Team Progress Report Number 4, May 16, 1997.
i ‘ .
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Erskine Bowles, Chief of Staff to the President r

' Sylvia Mathews, Assustant to the President and Deputy Chlef of Staff
. Rahm Emanuel, Sentor]Advrsor to the Presrdent A

Kitty Higgins, Cabinet Secretary

Maria Echaveste, Director of Public Lralson




MEMORANDUM FOR THE PRESIDENT

From:

THE SECRETARY OF AGRICULTURE
WASHINGTON, D.C. -
20350'0!00

May 20, 1997
|

|

Secretary Dan Glrckman l

Subject: Pregrees on Civil Rights e}lt t epartment of Agriculture

i
[
|
g

| Srnce my January 27, 1997 memorandum to Chief of Staff Bowles, the Department

of Agriculture (USDA) has establ‘rshed a Civil Rights Implementation Team (CRIT) .
to implernent the 92 recommendations in the Civil Rights Action Team (CRAT)
Report | commrssroned last December and which | received February 28, 1997.

Under the actmg assistant secretary for administration, who served as the CRAT

leader, the CRIT, composed rof 300 employees in 33 sub-teams, will have
implemented approximately one-half of the CRAT recommendations and by the end
of this September most of the rest will be in place. '

Jam attachmg to thrs memorandum the full CRAT report as well as the most recent

- weekly CRIT progress report. The department has been involved in a number of

related events. Below, | have summarized some of the most significant:

u. S COMMISSION ON CIVIL :RIGHTS AUDIT

On Apnl 4, | met with Mary Francrs Berry, Chairwoman of the Commission on Civil

Rights. Ms. Berry shared her continuing concemns about whether USDA has
sufficient resources dedicated to civil rights in program delivery and outreach, that -
a culture exists within the department that is unreceptive to diversity and change,

and about the lack of good Eega’l 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 | agreed that the commission will continue to monitor these issues

and will conduct a civil rights audlt after October 1998.

CONGRESSIONAL BLACK CAUCUS HEARING -
On April 16, | met with members of the Congressional Black Caucus (CBC) to

|
|
|
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’ dlSCUSS the CRAT recommendations and lmplementatlon The CBC raised several.
specific issues including: the backlog of program and employee- complaints,
providing legal assistance on civil rights, ensuring accountability for those who
- discriminate, and departmental pollcy on foreclosures and makmg farm operatmg

loans when the borrower has allleged dlscnmmatlon

On April & 3 the CBC held a heanng focused on these issues of discrimination that
CBC Chairwoman Maxine Waters chaired. She was joined by Representatives
. Bennie Thompson, Sanford Bashop, William Clay, Elijah Cummings, Danny Davis,

Jesse Jackson, Jr., Eddie Bemice Johnson, Cynthla McKinney, Donald Payne,

" Robert Scott, Albert Wynn Shella Jackson-Lee, John Conyers, Eva Clayton, Donna
- Christian-Green, Eleanor Holmes Norton, Juanita Millender-McDonald and William
-~Jefferson House Minority Leader Dick Gephardt made a surprise appearance

. Farmers at the hearing questloned whether USDA is working quickly enough on’
CRAT implementation, stated that the USDA loan program was unresponsive to
black farmers, and that they hah received racist threats. The farmers also stated
their contention that USDA is atithe center of a conspiracy to take their land. They

were concermed about a contmued dechne in the number of black farmers and

,about the lack of loans for this spnng $ crops.
| ‘

BLACK FARMERS RALLYAT USDA -

Pnor to the April 23 CBC heanng, several hundred black farmers rallied outsude of
USDA headquarters that featured Representatives Maxine Waters and Bennie
Thompson, and John Boyd, Pres:dent of the National Association of Black Fammers.

- Speakers were concerned about the declining numbers of black farmers and one
speaker stated if the current trend continues, there would be no black farms by the
year 2000. Farimers charged that USDA was not doing enough, fast enough, to

- satisfy them. They stated that discrimination and lack of access to capital were key-

reasons for the declining numblers They also charged that USDA was not making

money available to them in tim}e to plant their crops this spring.

CREDIT ?
USDA'’s credit programs conui\ue to be r near the center of many of the c;vul rights -
concemns with which | am deal(mg :

Virginia's Senator Robb and Lleutenant Govemor Donald S. Beyer, Jr., asked me
by telephone for emergency aid for black -farmers who need loans thls growing

“season. USDA has now freed up this money so it is available to the famers.
USDA is securing guaranteed loans from banks to provide immediate aid to the

|
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farmers. Last week, senior USDA]credrt ofﬂcrals met with representatives of Virginia,

‘banks, black farmers, and others to facilitate providing operating credit this planting
season. Also, the pending supplementai appropriations bill includes funds to
provrde an additional $1 10 mltlron in guaranteed loans this frscal year

| issued two directives the week of Apnl 21 freezing foreclosures at all stages of
- processing until all charges of discrimination are investigated by an independent
review'team. This is a more stringent crvrl rights protection measure than USDA has
had in the past and a step further than the policy | announced last December. - In
the second directive, | changed other loan processing actions to make sure loan
processing continues when a dlscnmmatron complaint is pendlng Further, if a loan
- applicant alleges discrimination and 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 USDA cannot approve a loan, the ‘applicant must be
advised, in a meeting and in wntlng, to explain why the loan application was denied:

| COMPLAINT BACKLOG

In early April, the department began dealrng with the backlog of at Ieast 2,000
discrimination complaints. The new 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, slettled or assigned for completion of mvestugation
and cases that have possible cause will be settled or decided. My goal is to resolve
those cas es that can be resolved by the first week of June.

|
However the backlog issue may be worse than I had originally thought Files are
disorganized and, in some cases have not. yet been located. Officials have as yet
been unable to reconcile some records. But in many cases, because employees
and customers have filed more than one case, if the department handles one case,
5 or 6 cases may be settlied. |

| :
The new crvrl rights division offrcuals are workrng to streaml:ne the basic complamt
process. When the new process 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 complaints in a more timely manner. The goal is to
have the new system in place by August 1.

} .
SETTLEMENTS' - E o

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



A\

V'WM

I
| Civil Rights Progress at USDA
! May 20, 1997
! Page 4
case of the presldent of the Natlonal Black Farmers Association. These settlements'

total $1,195,000 in payments and $442,000 i in debt write-offs. The settlements
underscore USDA’s commitment to quickly and falrly resolve legitimate civil nghts

: complamts | hope there will be more settlements in the future. .

In summary, I have made the c:vul rights issues at USDA my top gﬂgmx. We have
many dedicated employees who are working diligently to address the long-standing
and entrenched problems here at USDA. In addition to addressing the root causes
of these problems and mstltutlng long-last organizational change, | have stressed
diversity and commitment to civil nghts in my recommendations to fill the openings
in top leadershlp posmons | :

I ’ .
| appreciate your continued interest and ask for your continued support.

]._
L .
attachments:

!

* Civil Rights at the United Sta tes Department of Agrlcuiture A Repon‘ by the

Civil Rights Actron Team, February, 1397.
z

Civil Rights at the. Umted States Department of Agr;cuiture wal Rights
| Implementation Team Progress Report Number 4, May 16, 1997.

CC.

Erskine Bowles, Chief of Staff to the Presndent

* Sylvia Mathews, Assnstant to the President and Deputy Chief of Staff
Rahm Emanuel, Senlor Advisor to the President

Kitty Higgins, Cabinet Secretary

Mana Echaveste, Dlrector of Public Liaison




. THE SECRETARY OF AGRICULTURE
" WASHINGTON

rseo I3~ 12 -9¢
MEMORANDUM TO THE PRESIDENT A =
FROM: Secretary Dan Glickman

SUBJECT: Civil Rights

'
S

I want to let you know about the actions have taken to address concerns about racial
~discrimination at the Department of Agnculture USDA is a vast, decentralized Department that
‘has an unfortunately long history of civil nghts and program delivery problems. I am firmly
committed to rooting out these problems, improving USDA'’s service to minorities and socially
disadvantaged farmers and communities. Thcre is not a simple solution, but I w111 get the Job
done. ;
‘ i
This is an issue we have been struggling w1th for some time. For example, when I took office,
the Department had a severe backlog of cqual 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 obkusly
there are also other areas of concern that we must address

|
|

In fact, the r’ecent press reports provide me with the opportunity to fix these problems. [ am
using them as leverage against the institutional inertia that has hindered further progress.

i
Today I established a Civil Rights Action Team ‘which wxll be headed by Mr. Pearlie Reed.
Pearlie is a 27 year veteran of the Department of Agriculture, currently the Associate Chief of the
Natural Resource Conservation Service. Pearlie’s reputation as a leader and a manager is
‘ 1mpeccable and his selection gives strong credlblhty to this effort both within and outsnde the
Department. ' ‘ ‘ j

The Action Team w:ll develop a plan by nud-Februaxy to address two fundamentally important
issues -- (1) civil rights complaint and enforcement systems, and (2) improved program delivery
to minorities and socially disadvantaged farmers. In preparing this action plan, Pearlie will meet
with and hsten to Departmental staff and consnmency groups.

I announced this actionina meetmg this | mornmg of all subcabinet officers, their deputies, and
- agency administrators. I instructed them to give Pearlie their full support. There will be some
resistance to this effort within the Departm?mt, but there will be consequences. [ will hold the
leadership of the Department pcrsonally accountable for their wgorous cooperauon with this
_effort. ‘ | ,
The creation of this Action Team does not i‘relieve the Department’s leadership of their personal

| o
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responSlblltty and accountabnltty for proacttt.;cly dealmg with civil rights and program dehvery
issues in their mission areas. There is no more unportant issue facing the Department

. Earlier in the week I issued the attached stat‘ement directing all USDA agencies, including State
offices, to establish an Outreach Office, repomng directly to the administrator or State Director.

I also laid out a plan for a National. Dlalogue to address both civil rights concerns as well as ways
in which to improve our partnerships with al\ld program delivery to minority and socially
disadvantaged farmers, an idea which was developed in meetings with Ralph Paige of the
Federation of Southern Cooperatives. Finally, I asked the Office of the Inspector General to
investigate the particular issues recently rmsed in the press regarding our farm loan programs and

civil rights complamts _ o

f

I subsequently issued the attached memoram'iu.m to our State offices to express my deep concern
" about this issue. Given the decentralized nature of the Department, I also expect to take

" additional action to make sure that my message of commitment, responsibility, and
accountabthty reachcs down to every county, in the Natmn

[ want to reiterate my commntment to addressing these problems, and I will contmue to keep you
apprised of our actions. :
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MEMORANDUM FOR THE PRES[DENT

FROM SECRETARY DAN GLICKMAN; AN

|
SUBJECT:  Our Telephone Conversation Yesterda\(3/11/97)

.
Mr. President, I have been reflecting on yfour call to me regarding farm issues. I agree with you: .
There is a fair amount of anxiety around the country, and particularly in the South and Midwest,
regarding the extraordinary amount of clhange in the agricultural sector. That anxicty in my
judgement is based on three factorS' ; e : ,

|

L The Farm Bill The 1996 Farm Bill begms the process of reducing and perhaps eliminating
programs, particularly for wheat, com, cotton, rice and other row crops. The bill continues the
process of removing government supports for dairy, and makes additional adjustments in sugar and
peanuts. Notwithstanding the bill’s positive provisions on conservation issues, many farmers remain
disturbed about the long term implicationj‘s of possibly ending farm programs.

- 2. Reorganization and Downsizing The controversy concerning potential USDA county office
closings is directly related to provisions of the 1996 Farm Bill which reduced the traditional Farm
Service Agency workload, and the curre‘nf budget which includes fiscal year (FY) 1998 reductions
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 Ievel of about 4,900 by FY 2002, from a pre-streamlining base

" of just under 15,000 SYs in FY 1993. The budget also proposes to reduce USDA county offices

from approximately 2,500 in FY 1997 to no more than 2,000 by the end of FY 1999. This is down

from about 3,700 county ofﬁces inFY 1993 :

I have attempted to assuage Congresswnal 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 wor[kmg with Congress on this issue; and (Three), I will keep
- Congress apprised of our plans. I also testified with this same message on February 26 and 27, to
both the House and Senate Agriculture Appropnanons Subcommittees. -

| With respect to the immediate future, we 'have developed a two phased approach. The first is to deal
with the FY 1998 staffing reductlon and office closure issue. We are currently reviewing budget

i
i'
!

|
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FROM SECRETARY DAN GLICKMANf

options that could be offered to minimize the affect on personnel.. The idea is to limit the SY
reductions in FY 1998 which in turn would allow us to stabilize the county office situation until we |
can complete phase two of our plan, whlch 1s composed of two steps

Flrst we will conduct an agriculture policy formn involving key policy officials from the executive
and legislative branches of the Govemment 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 for the Department and how 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 of Government in supporting agriculture beyond 2002. Further, the
1996 Farm Bill mandates a Commission on 21st Century Production Agriculture. One requirement.
of the Commission is to identify the appropnate relattonslup of the Federal Government with
production agriculture after 2002. We antx;:xpate convenmg thls forum within the next §ix to eight
weeks. o

X ' |

Second, we will proceed with a management study which would be based on the results of the policy
forum, and also take into account previous studies and estimates done by the Department's bureaus,

the recommendations of the recent Civil Rxghts Action Team, and other sources. The study would
be designed to provide more precise mformanon with respect to appropriate staffing levels, number
of offices, the criteria for closing or mmntauung county offices, changes needed to ensure efficiency,
the role of county committees, and the appropnate time frame for implementing further changes.-

. The FY 1998 budget also calls for such alstudy We are planning to use an outside contractor for
this study to ensure objectivity, as well as the perception of objectivity. We intend to work closely
with the Office of Management and Budget on this. . :

3. Civil R:ghts Our recent internal focus on civil nghts 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 me an excellent report that recommends that I be given the power to appoint
under-represented persons to county comimittee posts, that the existing 12,000 county committee
- staff people be rnade federal employees, and that you as President, through me, take a much more
direct role in the appointment of FSA sta_te directors and FSA state committee persons rather than
relying almost exclusively on recommendations from the state’s congressional delegation. All of
these recommendations represent signiﬁcaiint change from the status quo and have made some of our
employees rather nervous. Nonetheless, II believe the recommendations to be correct.

‘ |
" To deal with all the concerns you and I disjcussed, we are proposing to slow the efforts to consolidate
field offices and reduce staff further until we 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 excluswely on arbitrary budget numbers is certainly not a
- complete way of analyzing our future resource needs. ‘To get the proper buy-in from our USDA staff
and farmers and ranchers, they need to kgnow far better than they do now the “whys” of our future

i
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downsizing and the strategic plans for delivering our services in the futlire.

I would point out that the reductlons in staffing and employees have also affected our rural
development functions, but not as severely. 'These peoplé are federal employees and generally not
affected by the fraditional county office structure, although each State Director of ‘Rural
Development is a Presidential appointment. Our conservation employees have been affected the.
 least, largely because the farm bill dramatically expands their functions. Needless to say, the fact
that our conservation staffing is not being reduced at the same rate as the others has caused some
internal squabbling by those working in thel FSA system.

Deputy Secretary Rominger and I are well aware of the challenges we face in managing change at
USDA. Working with Congress and our own staff, I am convinced we can sensibly and prudentially
.continue to reinvent and 1mprove ourselves and still remain cormmtted 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 better handle on our longer term strategic needs. : :

Finally, the good news is that net farm income, farm asse; value and exports‘have all shown
significant gains in the past four years. I have spoken about these in recent speeches, two of which
are attached. Economically, the future of producing agriculture has never looked better.
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The President r
The White House :
Washington, DC 20500 {{
~ Dear Mr. President: 1
' i

I would like to convey my strong suppdrt for the nomination of Edward W. Stimpson for the
position of U.S. Representative to the Internatlonal 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 thzit réquires confirmation by the United States Senate.

I have personally known Ed Stlmpson 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 worked to enact the General Aviation Revxtahzatmn Act of 1994, which you signed in August
1994. He played a pivotal role in the passage ¢ of that legislation and the restart of the small aircraft
industcy in the United States. Since enactment of this legislation, over 25,000 jobs have been created
in the general aviation industry and productxon of single-engine aircraft in the United States has

nearly doubled : : l

Most recently, Ed was awarded in 1998 with aviation’s most prestigious award, the Wright
Memorial Trophy, presented “to a living Amencan citizen who has contributed significant public
service of enduring value to aviation in the Umted States.” Ed served for seven years as the:
Chairman of Embry Riddle Aeronautical Umversny, and currently serves on the University’s
Executive Committee. He has literally spent his adult life promoting the advance of aviation.

Ed has been involved in international activities, including airport access, satellite navigation,
environmental standards, and the harmonization of airworthiness standards worldwide. He has led
trade missions. for the Department of Commerce and has represented the aviation industry on trade
negotiations. - : -

i :

Ed Snmpson has been involved in Democratlc polmcs for decades. As a native of
Bellingham, WA, Ed’s political mentors were Senators Warren Magnuson and Henry Jackson.

In fact, he hosted the first fundraiser in Ambassador Tom Foley’s career at his home in Georgetown.

P
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‘ f ‘ Recommendation for Edward J. Stimpson
! ' February 17, 1999 - Page 2-
I
I could not recommend more strongly alcandidate for this nomination, representing the

United States at the International Civil Aviation; Organization. Ed is a friend, a mentor, a coalition

builder and a leader to those who have had the privilege of working with him.
: - | .

Secretary

cé: Bob Nash ‘
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MEMORANDUM FOR THE PRESIDENT

Subject: The Agricultural Outlook ‘

From: Secretary Glickman-

This morning, USDA released its most up-to-date forecast for crops and livestock.
“Ina word the outlook is bearish. There i$ nothing in today’s World Agricultural Supply
and Demand Estirnates — USDA’s prlmary and most watched such report — indicating any
significant recovery in prices; instead, these estimates, absent some major and unforeseen A
event, suggest weakness continuing through the end of next year

The Department s chief economrst provides me a summary of each month’s report -
and based on our conversation today, | thought you would hke to see it, so | have attached
a copy; its hrghlrg;hts . ;

. WHEAT: Wheat surpluses grew again in June and this year’s harvest, though
smaller in acreage, may set a per acre yield record; as a result of these factors and
continuing sluggish exports, USDA Iowered its price pro;ectrons 15 cents per bushel |
from those one month ago. i :

e RICE: US rice production will set a record this year, but slack overseas’ sales and
~ growing domestic supplies pushed prices down again in June; USDA lowered its
forecast 5 to- 15 cents per hundredwelght which would be the lowest smce the
1992 19‘)3 crop ,
e  CORN: Domestic comn supphes climbed by 212 million bushels in June to their
highest level since 1992-1993, and USDA dropped its price projection by 15 cents
per bushel - portendmg the lowest corn prices since 1986-1987.

S | ' ‘ ,

. SOYBEANS Thls year’s harvestrwnll be up 6% from last year settmg another record,
' " and the harvest may still grow if yields also trend up, meaning that this year’s $4.30
_ per bushel average price wull be the lowest since 1971-1972, ahd could 80 lower..

i
i

i
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L ,;COTTON While: USDA is prevented statutorlly from pro;ectmg precise cotton
price forecasts, USDA projects prlces this year will fall to thelr lowest level smce the

early 1970's. : !
. BEEF: USDA's next authoritative forecast of beef prices will be released July 16, but
today’s report indicates that productlon and supplles contmued to grow in June

indicating lower prices. !

I

. HOGS After recovering shghtly m recent months, today’s report sees larger
productlon and asa result USDA dropped its price prOJectlon $5 from June s level.

. DAIRY: Dalry prices actually held stead in June; however, they ﬂuctuate annually

and will, in all l'ikelihood drop again next spring.
: f
ln sum, thl 5 report adds urgency to the need to address the income pressures

farmers face, and will to continue endurmg through the end of 2000.

attach ment
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Agriculture ot INF ORMATIONAL MEMORANDUM FOR THE SECRETARY :

oty FROM:  Keith Collins | jp&f;( M&_—. JuL12 1999
. o y Chief Economtst

14th & Independance Ave., SW - , o

Washington, DC 20250

SUBJECT' July 12 Lockup Reports

ISSUE: o

Today’s forecasts of 1999/200|0 production and use for U.S. crops and dairy, 1999
and 2000 production and use for animal products, and revisions to 1998/99 supply
and use data. The reports generally show larger production than last month--
notably wheat, rice, corn, cotton, and pork--and lower prices. |

* DISCUSSION: |
The July 12 World Agricultumél 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
(NASS) in Crop Production. Forecasts of area planted and harvested for other

- crops (area planted only for cotton) 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 for animal products and' 1998/99 for milk); U.S. sugar supply and use; the
first USDA forecasts for 1999/2000 supply and use of wheat by class; and the first
individual country 1999/2000 supply and use forecasts for soybeans and products
rice, and cotton. i
Wmter Wheat.. Winter wheat production is forecast at 1.67 billion bushels up 4
percent from June, but down 11 percent from last year. Yield is forecast to be 47.0

* bushels per acre, up 2.3 bushels from last month and, if realized, a record. ‘Record
yields are forecast for the SRW states of Arkansas, Indxana Kentucky, Louisiana,

~ Mississippi, Alabama, and Tennessee ; 4

Spring wheat. Durum productu:m is forecast at 132 million bushels, down 6
percenit from 1998, despite a pro;ected 9 percent increase in harvested area, as

yields are down 5.1 bushels per acre to 32.7 bushels. Lower 1999 production in
California, Arizona, and Montana more than offsets a rise in North Dakota, where
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the late-planted crop trails average development Other spnng wheat productmn is forecast at 527
million bushels, down less than 1 percent from 1998. :
!
All Wheat. Total U. S wheat production is forecast at 2 33 billion bushels 50 million above the
industry estimate. Projected U.S. 1999/2000 ending stocks of wheat are up 48 million bushels
from last month as the larger crop and mcreased imports more than offset lower beginning stocks
and larger domestic use. Carryover stocks on June 1, 2000 are now forecast at.913 million -
bushels compared with 945 million on June 1, 1999. The 1999/2000 projected price range is
~down 15 cents on each end to $2.45 to $2. 95 because of lower than expected early-season price
and larger, ending stocks. The midpoint is $2 70 per bushel, compared with $2. 65 for 1998/99

Rice. U.S. production in 1999/2000 is prOJected ata record high 211 million cwt, up 4 million

~ cwt from last month and an increase of 23 million cwt from 1998/99. Planted area is up from last
month and yield is adjusted slightly higher because of a change in the distribution of reported area
_ by State and type of rice. Ending stocks in 1999/2000 are projected at 55.6 million cwt, up 4.5
million cwt from last month and an increase of nearly 25 million cwt from 1998/99. The
1999/2000 season-average price range is lowered $0.50 per cwt on each end to $5.50-$6.50 per
cwt. In addition, the season-average price’ for 1998/99 is lowered $0.05 per cwt on the low end
and $0.15 per cwt on the high end to $8 70-$8 80 per cwt.

Corn Projected 1999/2000 ending stocks oi}r corn are ralsed 212 million bushels this month to
1,994 million bushels. If realized, this would be the highest carryout since that of 1992/93.
Reflecting excellent crop conditions, prospectrve 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 1999f2000 is up only 10 million bushels, as a
75-million-bushel increase in exports is largely offset by lower domestic use. The pro;ected 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 comn exports are up 50 mllhon bushels because of larger 1mports 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
$1.95i is down §. cents from the midpoint of last month's forecast price range.

: Soybeans and products. Soybean productron is projected at a ‘record 2,935 million bushels,
- more than 6 percent above last year, using a trend yield of 40 bushels per acre. As of early July,
growing conditions are very similar to 1994/95 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 stocks 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 busbels1 U.S. soybean and soybean meal exports in 1998/99
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are increased to reflect dwmdlmg soybean export supphes 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 pnce for 1999/2000 is lowered shghtly 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 meal 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. cotton projections for 1999/2000 include larger production, exports, and ending
stocks relative to last month. *The production forecast is raised 0.7 million bales to 18.7 million, *
based on larger area reported in the June 30 Acreage 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 '

t . .
Sugar. Projected fiscal year 1999/2000 U. E‘; sugar production is increased 60,000 short tons,
~ raw value, to 8.46 million this month based on higher sugarbeet 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 mllhon tons, up 1 percent from last month and 2.6 percent
above 1997/98. Exports and domestic consumptlon are increased due to larger than expected
movement in April and May. The ending stocks to-use ratio is 14.5 percent compared with last
month's 14.3 percen ; :
Livestock. The beetr production forecast for {1999 is increased this month reflecting the large
number of animals placed on feed early in the year are marketed. Slaughter is estimated to remain
~ above last year through the third quarter and continued heavy weights will boost 1999 production
over 1998. Large supplies of meat are expected 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 productlon into 2000 . :
Farrowmgs in the second quarter and farrowmg intentions for remainder of the year as reported
" in the June 25 Hogs and Pigs; report are lower than a year ago, but higher than anticipated,
~ prompting increases in forecast pork productron for 1999 and 2000. Stocks are forecast to rise
from their already high levels. Increased supphes will pressure prices; consequently, forecasts for
hog prices are reduced from last month. The 1999 hog price was reduced $5 per cwt to about ‘
$31, and the 2000 pnce was reduced $6 to $36 4

Poultry supply and use estimates are httle changed from last month
Dairy. Dernand for darry products remains strong and the supply and use estimates are little

- changed from last month. Milk pnee forecasts for 1998/99 are raised to reflect recent strength in
~product pnces o '
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Wheat 1999/2000 production, use, and ending stocks are forecast higher this month. The wheat

price forecast for 1999/2000 was reduced and is now only slightly above 1998/99. Corn
production is raised, but domestic use is forecast down and stocks are up sharply. Soybean
production and domestic use is raised for 1999/2000 but forecast ending stocks are down slightly.
Cotton productxon and exports for 1999/2000 are raised. Meat supplies and consumption are still
forecast to increase in 1999, but fall in 2000 but supplies in both years are higher than previously
forecast. Hog price forecasts were sharply reduced. Higher dairy prices are encouragmg milk
productlon and i mcreases are forecast for 1998/99 and 1999/2000.

. s
|

Regarding prices:

Rice - $6.00percwt | | 1992/93

Comn ' ' - $L.85perbu. | ~ 1986/87

Soybeans , v $4.30 per bu. V) Ve

Cotton : Not published. | - Early 1970's
: o

cc:  Gus Schumacht;r; FFAS |

Mike Dunn, MRP
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The Department of Agriculture (USDA) sées a' much weaker agricultural economy over the
immediate to medium term than it did one year ago. While prices, exports, and income
will gradually recover, the outlook for thls year and next particularly, is especially bearish.

Released February 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 dramatxc reversal from the conditions USDA foresaw just one
'year ago. Accordmg to these estimates, farm income will fall $8 to $9 billion from the

1998 estimates, dragged down by Iower domestic prices and exports USDA now projects
will be $15 billion Iower over the next 10 years than the level estimated on year ago.

While the overall U.S. economy is domg very well, the farm economy is struggling and will
likely continue to struggle in the commg months. In 1998, bad weather from Californiato -
Florida, very large global grain and soybean harvests, and the Asian slowdown combined to
reduce farm exports and commaodity prices. 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 farm 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 gamered, puts an official

USDA imprimatur on the decline, remforcmg the growing restiveness in the agricultural
commumty about both the economic outlook and the pohcy and political implications.

t

- On the latter point, | have already been questioned repeatedly about the Admlmstratlon S
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plans for a FY99 supplemental spending request for USDA pnmanly for our farm lendmg
programs, some of which have already exhausted their original FY99 appropriations and all
of which will be oul. 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; | exBect

that drumbeat tg [pgrease in ;ntensrg j‘

While | expect thls to be the most lmmediéte congressional manifestation of the growing
concern about the farm economy’s weaknéss, | also foresee more serious and attention
- from Congress to the crop insurance refon*n initiative you announced in the State of the
Union message, the continued dramatic structural changes in the livestock industry, and |
- believe that there is a high hkehhood that ,Congress will again tum its attentlon to basic
farm pollcy changes. ‘
| am reluctant to burden you with a detalled dlscussmn of the analysts' projections; -
however, because of the prospects that thrs situation will continue to attract both media
and congressional attention, | think it is 1rnportant for you to have the following fairly
.thorough overview of USDA’s most current estimates. - . o

Farm Financial Conditions. After strong economrc perfonnance in 1996 and 1997, critical
sectors of the farrn economy are undergomg 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 moisture 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
.for_U.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 contmue to pressure prices during 1999. U.S.
agricultural exports reached a record hrgh of $60 billion in 1996. This year, we prolect
exports of only 3.49 billion. , _

Aggregate mdrcators of the agncultural economy portray a sector wuth problems in some-
‘areas, but generally 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 govemment payments to producers increased
from $7.5 billicn in 1997 to nearly $13 billion in 1998. The debt-to-asset ratio of farm
operators remained at about 15 percent 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 are helpmg to contam production expenses. :

. | |

l
|
S


http:billion.in

o Memorandum for the President
f For Secretary Glickman on the Farm Economy Outlook
. : February 23, 1999
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 wnll use up a greater portion of their income.
servicing debt. Producers who struggled wuth cash flow in 1998 resulting from low pnces

- and adverse weather will see their problems worsen in 1999,

Continued !ow hog, cattle, and field crop pnces will place additional financial pressures on
producers who specialize in the productuon of these commodities and are already highly
leveraged. Hog prices 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 enough to return a.profit forisome producers. For principal crops, net income
could fall sharply. For the crops to be harvested in 1999, net income from wheat, com,
soybean, upland cotton and rice productlon could drop to $17 billion, compared with over
$19 bnlhon in the 1998 crop year and the average of $22.7 billion for the prevnous 5 years.

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

'_C_omm ity : 990[91-92[9 Averag 1998/99 orgc_a Percent Change
Wheat ($/bu) . 3.47 E 2.70 . -22

Com ($/bu) : 2.48 1.95- 21

Soybeans ($/bu) 6.16 ! 5.20 - -16

Cotton (cents/Ib.) 64.7 L 64.2* -1

Rice ($/cwt) - 7.97 . 8.50 +7

Fed cattle ($/cwi) - 70.2 : 65.5 -7

Hogs ($/cwt) . : 45.2 f - 340 -25

Broilers (cents/Ib) 564 . 59.0 . +5
- Milk ($/cwt) 0 13.5 144 - +7

o
I

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

l
Crops. Thls season, wheat prices are belng 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 season are pro;g:cted to be the highest in more than a decade.
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~ 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
- soybeans. These high carryover levels wnll likely prevent much recovery incom and
' ‘soybean pnces in the months ahead. ;‘
Despite a 25-percent reduction in U.S. cotton productaon due to weather problems in
- California, Texas, and the Southeast, cotton prices are down nearly 20 percent since early
Novernber.. Strong foreign cotton competntnon and from imported textiles and apparel,
declining foreign demand have contributef‘i 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. supplles and increased foreign competition are placing .
pressure on rice prices this season Rlce prices are projected to average down 14 percent |
this season, compared with 1 year ago, b‘ut 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 te 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 reltums 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 all of 1999, hog pnces are expected to average 25 percent-
~ below the average ofthe 19903 ;

l

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 1998,3 fed cattle prices averaged 7 percent lower than in .
1997 and was the lowest price in the 1990's. In 1999, fed cattle prices are projected to
improve to near the level of 2 years ago, but still well below the average of the 1990s.
. Broiler prices did well in 1998, averaging 7 percent above the year earlier, as production .
~ was negatively affected by below normal egg hatching rates. In response to the higher
prices and a return to more normmal hatchmg rates, broiler production is projected to be up
about 5 percent in 1999. Growing consumer demand will likely about offset the increase
in broiler productlon helping. to hold brorler pnces in 1999 above the average of the 1990s.
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Farm-level milk prices were record-high in f998, 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 mitk
prices and low feed costs over the past year by expanding milk production. After being up -
only fractionally for most of last year, miik 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 j/ear 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 recavering. 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 govemment 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 more bipolarization of the sector — increased concentration of fewer and
bigger farmers, a scattering of small and \’/ery small, most part-time farmers, as the medium
sized, what we normally con51der the mamstay family farms, contmue to be squeezed out

of buisiness.
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~ excerpts from —
- USDA’s Agricultural Baseline Pro;ecttons to 2008 and

| Outlook for US Agricultural T:ade
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USDA Agncultural Baselme
Projectlons to 2008 |

Interagency Agncultural PrOjectlons Commlttee

Introductlon

Thrs report provides long—run baselme pro_]ec%rons for the agricultural sector through 2008.
Projections cover agricultural commodities, agncultural tradc, and aggregate mdlcators of the
sector, such as farm income and food pnces L

The projections are a conditional scenario wrth no shocks and are based on specific assumptions
regarding the macroeconomy, agricultural polxcy, the weather, and international developments:
In particular, the baseline incorporates prowsxons 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 not. mtended 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 external circumstances. Thus, the baseline provides a point of departure for
discussion of alternative farm sector outcomes that could result under different assumptions.

The projections in this report were preparcd in October through December 1998, in conjunction
with the fiscal 2000 President’ Budget ana.lysrs Projections reflect a composite of model
results and judgmental 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 World Agricultural Supply and Demand Estimates report.

' The projections do not include the 5-year data revisions for agricultural commodities released by

USDAS National Agricultural Statistics Servrcc in'late-1998 and 1999. Also, the baseline does
not reflect effects of the recent curroncy devaluatron in Brazrl

Summary of Projections

This year$ 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 demand or 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, page 96 and page 106). Key to baseline projections for ,
agricultural trade are macroeconomic assumptlons depicting these situations. As such, there are .
“two distinct parts of the macroeconomic forecast. In the near to medium term, the crisis
situations and subsequent recovery dominate the outcome. For Asia, 1to 3 years of negatxve
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 ,
economic growth, although projected growth for crisis-affected Asian countries is lower than in
prevrous USDA baselines. For Russia, negative growth is assumed through 2000 wrth positive
economic gams resuming in 2002, followed by modest growth in later years. -~ -
¥
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.. Addmonally, gmwth in world graln trade is affccted by relatlvely moderate gains pro;ected
for import demand by China, reflecting changes in a number of key assumptions (see box, .
page 93). Revised agricultural policy assumptxons for China provide governmental support
to rice, wheat, and corn, 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 baselme Fmally, an assumption of a declining real
exchange rate against the U.S. dollar startmg in 2001 reduces net agncultural xmport
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 throughout the baseline. Increased. yield growth for corn, 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, in the initial years of the baschne, much of the U. S agnculturc sector is
adjusting to a combination of weak dema.n_d‘ 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 influerice the baseline projections, although more favorable
globa.! economic growth supports gams in trade and U.S. agricultural exports. This leads to
. rising nominal market prices, gains in farm i income, and mcreascd stabxhty 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.
Managemcnt of risk will be important for farmers, rcﬂectmg the reduced role of the govemmcnt
in the sector under the 1996 Farm Act. .
|
Consumer food pnces are prOJected to conﬁnue a long-term trend of rising less than the general
inflation rate. Trends in consumer food expendxtures towards a larger share for meals eaten
away from home are expected to contmue
Macroeconomic Assumptions :
The outlook for the world economy over t:hc next 10 years reflects to a large extent the evolving
Asia financial crisis, especially in the first half of the baseline. There are two distinct parts of the
forecast. In the near 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 to more stable long-term ¢ economic growth, although assumed growth rates are
~ lower than previous expectatxons Asianigrowth 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 percf:entag‘c points lower than the region’ 1991-1996 -
average annual growth of 8.1 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 slowdown in economic growth for developing economies is
1mportant for global agncultura.l demand because many developmg countries have incomes at

_ ; USDA Baseline Projections, February 1999
i ‘ ‘
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levels where consumers drversrfy their diets and mclude more meats and other htgher valued
food products L

. For transition economies, growth is expected to remain strongest among the countries that 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, cnsrs and structural adjustment characterize most FSU
countries, with Russia and Ukraine showing negatlve growth through 2000. FSU countries are
assumed to return to modest rates of econorruc growth by 2002.

Developed countries are rclatlvely unaffected by the Asia cnsts as structural adjustments
undertaken throughout the second part of the 1980s and early 1990s have created a foundation
for growth. Developed economies, 1nclud1ng 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
mterest rates charactenze the outlook E :
The economy of the United States is only moderately affected by the Asia crisis, although U.s.
agncultttre, 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 product1v1ty
Inﬂatron is projected at 3.0 percent for 2003-2008

Desptte the near-term declines in economic actlvrty in the cnsrmffected 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 durmg 1991-1996. Stronger growth in developed
countries and in developing and transition countries that are not affected by the crisis account for
the increase in global economic gams o ,

Agncultural Policy Assumptrons |

The baseline incorporates provisions of the 1996 Farm Act and assumes a continuation of current
agricultural law through the end of the pro;ectrons The baseline also includes pohcy decisions
as of rrud-November 1998. ; : ,

. Nearly complete plantrng ﬂexxblhty is prevxded under the 1996 Farm Act, allowmg producers to
respond to market 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 loan/loan deficiency payment.
provisions of the 1996 Farm Act provide.an effective per-umt 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 contract crops for marketloss 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 fundmg for the program isno longer capped. -

!
f
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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 enrollments in the CRP reflect penedxc regular signups and continuous signups. A
competitive selection process is used for CRP'enrollments. CRP enrollment bids compete for
acceptarice into the program,. based on an envnronmental benefits index with government costs
taken into account. - :

The baseline assumes full compliance with all bilateral and multﬂateral agreements affecting
agriculture and agricultural trade. Prcgectxons 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 the European Union beyond its current 15 members;
_no implementation of more hberahzed 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 forexgn countries; are assumed to continue to evolve along their

current paths. j
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 set 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 remains at $478 million for subsequent

years as well
t

~ P.L. 480 program levels decline in ﬁscal years 2000 and 2001 and are then assumed constant for
. the rest of the baseliné. Program levels pro_;ected for the GSM-102 and GSM-103 credit
guarantee programs are nearly constant in the baseline. No special donations beyond the fiscal
1999 Section 416(ID) slnpments of wheat to Russm and other needy countnes are assumed '
Crops ’
In the initial years of the baseline, many crops are adjustlng 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 years of the baseline, 1999/2000 to 2001/02. In the longer run, more favorable ,
_global economic growth supports mcreases in trade and U.S. agricultural exports, although gains .
- are somewhat muted by continued strong cxport competmon and only moderate growth in :
import demand in some markets such as for grains to Chma. .

Planted acreage for the elght major Us. ﬁeld crops (corn sorghum, barley, oats, wheat, rice,
upland cotton, ard soybeans) increases nearly 10 million acres by 2008 from 1998 levels,
surpassing the recent high level of plantmgs 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 of current agriciiltural legislation facilitates acreage '
movements by allowing producers to respond to market prices and returns, augmented by

. ! v
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‘ marketmg loan- benet” ts in low price years Ma:ketmg loan benefits influence the croppmg mix
somewhat in the early years of the baseline when many prices are relatively low, but projected

" acreage gains in the longer term reflect land drawn into production based on strengthening
market incentives. chld gams for many crops are sufﬁcxcnt to rnxt.tgate some of the pressure on
total land use. ' . g

: Projected gains in demand for U.S. soybeans barley, and rice are dnven pnmanly by domcstlc
markets, with larger absolute increases and growth rates than exports. Increases in corn use also
are larger in the domestic market than in trade;, although corn 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 corn
exporter until 2005/06, 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 terms 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 2002/03
‘when the EU is projected to be able to export wheat without subsidies. Cotton exports benefit
from the assumed resumption of Step 2 payments in 2002/03 :

Domestic demand for most crops is pro_lected to grow slightly faster than population. Growth in

" domestic use of rice reflects a greater emphasis on dietary concerns and an increasing share of

domestic population from Asia and Latin America. Gains in corn sweetener use and corn used
for ethanol production also exceed population growth rates. Increases in domestic soybean crush
. reflect continued strong 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 yarn, fabric, and serm-ﬁmshed products will promae growth in domestic mill
use of cotton, although increases in textile 1mports mostly apparel, and competition from man-
“made ﬁbers limit domestic gains.

Stocks-fo-use ratios decline for corn, wheat, ‘and soybeans, w1th nominal prices nsmg Rlce
stocks-to-use ratios change little in the basclme, with relatively smaller increases in nominal
pnces Stocks-to-use ratios for cotton also change little in the basehne '

' i

leestoclg : ' A o |

Changes in the UJ.S. meat complex in the near term reflect the sharp decline of grain and soybean
meal prices from the very high levels of the 1995/96 crop year. In the longer run, lower feed
prices than in 1995/96, replenishment of forage supplies, low inflation, domestic demand
_strength, and gains in export sales are expected to contribute to producer returns that encourage
higher pork and poultry 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 cyclxcal low near 97 million head in 2000

remaining below 100 million head in 2002-2004 before turning downward again as producer

" returns provide economic incentives for only a brief and moderate expansion. Additionally,
shifts toward a breeding herd of largcr-framed cattle and heavy slaughter weights partially offset

the necd for further expansxon of cattle mventone& The beef product:on mix contmues 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 continues to move toward a higher graded product being directed toward the
“hotel-restaurant and export 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 untxl near the end of the basclme, after the cow
herd is reestablished and weak demand in the Pacrﬁc le recovers.

The. pork sector will continue to transform mto a more vertically coordinated mdustry 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 continues 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 competitors 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 imprm:/ed 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 to Russia i in 1998 and 1999 aslow recovery is pro_;ected for poultry exports
to both markets
Decreases in real prices of meats combined thh 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 consumptron and total meat expenditures, reflecting
its lower productron costs and prices relative to other meats. On a retail weight basis, poultry
consumption is projected 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 meat 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-réstaurant 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
market as well as at retail: The poultry sector, already with a highly integrated structure,
continues to develop new products with the current trend toward home meal replaccment in

‘ grocery stores. , F
Per capita consumption of eggs stabilizes in the baseline as greater use of eggs in processed
foods, reflecting consumer use of more convemence foods, offsets dcclrmng shell egg use.

- ngh rmlk feed price ratros and daxry produetrvrty gains push mrlk output per cow higher. Milk

production grows despite slowly declining cow numbers. Lower real milk prices continue to
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push weaker operauons out of dairying. Milk productron will expand in the West as well as on
large-scale dairy farms in the North. Expansron in commercial use of dairy products will be led
by sales of cheese and dairy ingredients for processed foods, while fluid rmlk sales are stagnant.

Farm Income and Farm Financial Condmons

Farm income and financial condltlons in the U S. agricultural sector reflect adJustments inthe

near-term, followed by 1mprovcments beyond 2000 through the end of the baseline. The
agricultural sector remains ﬁnancrally strong m the aggregate throughout the pro_rectlons

. Reflecting the mmal weakness in the sector, net farm income dechnes 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 supphes and weak demand are the main cause of the
- near-term decline in farm income. Lower productlon expenses in the initial years, particularly
for farm-origin inputs, energy—rciated costs, and interest expenses, offset some of the reduction in
cash receipts. Additionally, increased govcrnment payments bolster farm incomes for 1998 and
1999. - ;

f
|

‘Beyond 2000, due largely to strcngthcnmg 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 represent about 2 percent of gross cash income by 2008. Both cropand
livestock recelpts are up in nominal terms dch to larger productron and higher pnces Production
expenses increase in the baseline, with expenses for nonfarm 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 @come by 2008.- '

Higher nominal farm incomes and relativel)} low interest rates assist in asset accumnulation and
debt management, thus leading to an mrproved 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
- 20 percent in the mid-1980s, declining to near 13 percent by the end of the basdine. With asset
‘values i mcreasmg more than debt, farm equlty rises significantly. Increasing nominal farm :
income in the baseline, combined with rrsmg farm equrty, means relatrvc stability in the ﬁnancral
condition of the farm sector. ;

Management of risk will be important for farmers to buffer potentlal income vanabrlrty duc to
supply and demand variations. The trend toward fewer but larger farms will continue, as
producers who are more cfficrent and better managers acquire the production resources of exiting =

farmers. ‘ ‘ : ‘

l
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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 a long-term trend.  The largest pricé 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 more 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 spendmg, reachmg almost half of total food spending by 2008
. l

Agncultural Trade ' . o }
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 stemming from productmty gains by other exporters, particularly
Argentina, and from developing and transition oconomzes where currencies have been sharply
devaluod ;

Longer term prospects for global and U.S. trade remain relatrvely bri ght Based on the outlook
for an Asian recovery 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 termi growth in the
volume of global trade in bulk agncultural commodmes is projected, with broad-based
expansion across developing regions, mcludmg China, South and Southeast Asia, Latin America,
~ North Africa, and the Middle East. Income;growth in developmg countries will continue to have
a large impact on demand for agricultural goods both through increases in direct food use and
through derived de: mand for livestock feeds to meet rising meat demand.

Future trends i C’hma*.s agncultural trade remain an important quesuon in the global outlook
Significant uncertainty regarding basic data and future policies, combined with the size of
China’ agricultural economy, make alternative trade projections both plausible and globaily
significant. The current projections indicate only modest growth in China’ import demand for
most bulk commedities, partxcularly wheat and coarse grams ,

In the near term, world commodlty prices . wrll be depressed by the combination of weakened
global demand and increased exportable supphes 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 productmty gains contmue to outpace growth in
,demand L .

Trade in grams is expected to lead the stronger projected growth of bulk commodity trade durmg
:2000-2008. Projected growth in coarse grain 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 trade will also continue to expand in response to rising
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incomes in developm g countries. Trade in soybeans and meal will beneﬁt from the expansion of
developing country feed-livestock sectors. Raw cotton demand and trade beyond 2000 are .
projected to be stronger than in the 1990s, but s}ower than in the 19803 when there was mcrcased

'substltunon of cotton for synthetlc ﬁbers

U.S. export growth is pro;ected to strengthen for most bulk commodmes over the longer term.
U.S. wheat and coarse grain exports are prolected 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 soybeans and products are prolected 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 basehne benefiting from nsmg demand and reduced competition in some countries.

Global meat deman:d and trade and U.S. mcat exports will be depresscd in the near term by the
slowdown in 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
1mport demand is llkely to be depressed for 3 to 5 years by the impacts of the rcccnt economic

© crisis. ‘
'I'he 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 value 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 agncultnral trade surplus in fiscal 2008 of nearly $23 billion.

i

H
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Tabie 8. Selected s_a.gpg, use, and price
199 1€98/99

Yieids 1/ . b L

. Com 1270 1333 1317 1334 1359 1368 1385 1402 1419 1436 1453 1470
Sorghum 69.5 665 68.7 €9.3 65.9 705 711 7.7 723 . T29 735 74.1
Sarlay 583 599 608 612 61.8 624 - 630 63.6 642 648 - 854 €6.0
Cats “60.5 805 508 59.9 602 60.5 60.8 61.1 614 617 62.0 623
Wheat 39.7 43.3 39.5 29.8 40.1 40.4 40.7 410 41.3 41.6 41.9 422
Rice ' 5896 5660 5905 5935 5084 5994 6024 6054 6084 6115 6145 6,176
Upland cotton 673 6068 680 | 689 698 © 707 716 725 734 743 752 761
Soybeans 38.8 38.6 400 40.5 41.0 45 420 425 4.0 435 440 44.5
Production 2/ . ' : : o :

Com 8366 9836 - 8680 - 9670 8785 10055 10320 10515 10715 10840 10970 11,100
Sorghum 653 521 600 615 620 650 655 660 §80 685 690 70
Sarley 374 358 3% 390 395 400 410 420 425 430 430 435
Oats 176 170 185 160 185 155 160. 160 160 160 180 160
Wheat 2527 2557 2225 2281 2386 2458 2511 2546 2585 2621 . 2856 2,713
Rice . 1789 - 1804 1867  187.6 1886 1895 1905 1914 1024 1933 1943 1953
Uplandcolton ~ 18245 12,785 17,400 17,400 17200 17,700 18,000 18300 18500 18,600 18,600 18,900
Soybeans 2703 | 2763 2855 2830 2785 2775 2830 2805 2875 3030 3085 3,145
Com - 1504 1875 1,775 1826 2000 2050 2150 2225 2300 2375 2425 2,500
Sorghum 212 185 -~ 225 235° 240 250 255 260 270 280 200 300
Barlay 74 s 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 1176 1250 1250 1300 1,325 1350 1375 1400 - 1450 1,500
Rice 852 85.0 849 = a7.1 87.5 87.5 877 878 879 83.0 83.0 882
Uplandcotton .= 7,060 4160 5100 6500 63000 6500 6700 6800 6800 7000 7,100 7200
Soybeans - 870 840 930 965. 965 955 955 965 290 1,015 1080 1,065
Soybean meal 9350 8850 9200 9800 8700 9600 B500 9450 9,350 9,300 9350 9,425

1 . .

Ending stocks 2/ . Lo - , , , ,
Com 1308 1779 1,858 1,659 1,389 1239 1,189 1,084 1234 1234 1224 1,174
Sorghum 49 55 .55 "85 . |50 55 5 5§ 60 . 60 50 45
Barley S 120 116 119 1 118 113 116 118 117 115 13 m
Oats 74 0 12 74 .70 |70 69 2 . 74 75 ] 74 72

- Wheat T2 827 673 493 450 435 440 444 451 459 440 417
Rice 217 248 72 217 278 2841 28.3 284 28.8 287 289 201
Uptand cotton 3822 2224 3910 3819 3619 3618 3619 3719 . 3819 3819 3919 4119
Soybeans 200 365 480 490 1435 350 295 278 270 265 260 255
Com C 243 200 200 210 1230 2.45 250 2.50 2.50 2.50 250 255
Sorghum <2 1.85 185 195 215 230 230 2.30 2300 230 2.35 2.40
Barley © 238 185 180 - 200 215 225 230 230 @ 230 230. 230 2.35
Oats ’ 160 . 115 115 125 135 145 145 1.45 145 145 145 1.50
Whaat . 3.38 2685 - 3.00 ass  ars 380 . 4.00 4.05 4.05 4,05 415 425
Rice - - 9.64 925 2.00 910 (916 9.26 9.44 9.62 9.81 889 1047 1037
Soybeans 6.47 5.45 4.65 455 1490 535 5.85 5.80 580 595 . 600 6.10
Soybeanol - 0258 0268 0266 0245 0243 0263 0270 0288 0303 0310 0308  0.303

mm 185.5 145.0 125.0#128.5 _E‘mns 161.0 185.0 183.0 161.0 159.0 161.5 168.0
1/ Bushels per acre except for upland cotton and rice (pounds per acre).

i WMWWWWW(WM).M(miliontmdredwaigtﬂ).anﬂsoybeanmeai(mmm}

3/ Doflars per bushel sxcept for soybean ofl (per pound), ﬂm(pormmdm and soybean meal (per ton).
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Table 8. Com baseline

Rom 195778

Acreage (million acres):

CRP acres:

Cropping history 1/ q 47
Planted acres 80.2
Harvested acras A - 137
Yiolds (bushels per écre): ,
Ylaidﬁmw_estad acre 127.0

Supply and use {million bushels):

Beginning stocks - 883
Production 9,366
tmports : 2
Supply = | 10,268
Feed & residual | 5,664
Food, seed, & industrial 1,782
Domaestic 7,446
Exports 1,504
Total usa 8,950
Ending stocks . 1,308
Stocks/usa ratio, percent 14.6
Pricas (dollars per bushel):
AFarm price . 243
‘Loan rate- ’ 1.89
Variable costs of production (dollars):
Per acre ‘ 160.40
Per bushel 126

39

80.8

738

133.3

1,308
9,836

11 154

5850
1,850

7,700

1,675
8,375

1,779
19.0

2.00
1.89

158.03
1.19

,

Retums over variable costs (dollari per acre):

Market retums

40

. 80.0

131.7

1,779

735

8,680 |

10
11,469

5950
1,885
7,835
1,775
9,610

1,859

19.3

2.00

1.89-

158.58
120

148.21 10857 104.82

9,670
10
11, 539

6,025
1,930
7.955
1,925
9,880

|
1,659
168

2.10

1.69
i
N

161.95
l1.21
i

H
i

1‘]8 19

!

1,658
9,785
10
11,464

6,100
1,975
8,075
2,000
10,075

1,389
13.8

1.85

' 166.45

123

‘ -

02 2002/03 2003/04 2004/058 2005/06 2006/0

45 4.4
800 810
735 745
136.8 1385
1,389 1,239
10,055 10,320

10 10
11,454 11,569
8150 6,175
2,015 .2,055
8,165 8,230
2,050 2,150
10,215, 10,380
1,239 1,189
121 115
245 250
181 1.81
17029 174.11
124 126

172,14 17261 173,12 173 17416

44 44 4.4 4.4

815 820 820 820

750 755 755 755

1402 1419 1436 1453 .

1,189. 1,194 1234 1,234
10,515 10,715 10,840 10,970

10 10 10 10
11,714 11,919 12,084 12,214

6200 6250 6,300 62350
2,096 2,135 2,175 2,215
8,295 8385 8475 8,565
2225 2300 2376 2425
10,520 10,685 10,850 10,990

1,184 1234 1,234 1,224
113 115 114 111

250 250 250 250
189 189 189 189

177.89 181.63 18536 189.09
127 1.28 128" . 1.30

1/ The cropping history allocation is based on 1996 plaminon farms wﬂh CRP acreage, and Is used as a genefal
lndicator influencing land avallable for plantings. .
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2007708 200808

44

820
755

147.0

1,224
11,100

12,334
6,400
8,660
2,500
11,160

1,174
105

1.88

192.87
131

1a1 98

55



. Table 13. Wheat bsssline

Acreage (miliion acres):

CRP acres: -
Cropping history 1/ 9.1 8.5
Planted acres 7o 66.2
Haqutad acres 636 - 59.1
Yields (bushels per acre):
Yleidihgrvested acre - 38.7 433 -
Supply and use (million bushe ié): A
Beginning stocks 444 - 2
Production 2,827 2,557
imports- : 95 20
Supply - 3,085 3,370
Food - 917 925
Seed 93 93
Feed & residual 293 375
Domastic . 1,302 1383
Exports. : © 1,080 1,150
Total use . 2342 2543
" Ending stocks ’ 722 827
Stocks/use ratio, percent 30.8 325
Prices (doilars per bushel):
Farm price 338 265
Loan rate 2.58 2.58

Variable costs of production (doilars):

Per acre ) 7049 69.40
Per bushel ‘ 1.78 1.60

Retums over variable costs (dollam per acre); -
63 70 45, 34

Market returns

cropping e
influencing land availabla for plantlngs

USDA Baseline Projections, February 1999

840
66.4

39.5

827
2,225

3,147

275
1,299
1,178
2474

€73 .

272

48.85

73]
2,281,

100/
3,054;

.9t
275
1,311
1,260

2,561

493

193

7013

493
2,368
118
2,974

855
225
1,274

1,260
2,524

17.8

3.75
2.58

7724

404

2,456
115
3,021

225
1,266
1,300
2,588

16.8

3.80
2.58

8277

70.0

61.7°

2511
115
3,061

975
1,296

1,325
2,621

168 .

4.00

258

86.34

1.8

70.5
62.1

41.0

2,548
115

3,101

97

225

1.307
1,350
2,857

16.7

4.05
2.58

78.12

191

8793‘

11.8

71.0
628

413

2,585
118
3,144

995
225
1,318
1,378
2,663

451
16.8

4.05
258

87.51

11.8

71.5
63.0

- 416

451
2,621
115
3,187

1,008
1,320
1,400
2,728

459
16.8

4.05
258

1.6

72,0
63.4

419

459

2,656

116
3,230
1,015

100

1,340
1,450
2,780

440.

15.8

415

2.58

118

73.0
843

422

2,713
116
3,268

1,025
101
225

1,351

1,500

. 2,851

417
‘148

4.25
2.58

84.70
2,01

5109 _00.85

59



Table 14. Rice baseline, rough basis ' . -
Hem . 105756 __1906/08 190972000 2000001 200102 T 004/05 500508 7 2007/08 200600

Acreage (thousand acres): .

 Planted 3088 3215 320 3200 320 3200 320 320 3200 3200 3200 3200
Harvested 3034 3187 3162 3162 | 3162 3162 3162 3162 3162 3162 3162  s1e2
- Yieids {pounds per acre}: L o

Yieldharvested acre 589 5660 5006 5035 | 5964 5904 6024 6054 6084 6115 6145 68
Supply and use (milion cwi):

217 . 218 281 283 28.4. 28.8 287 289

Boginning stocks 272 - 2 |
Production : 1788 1804 1887  187.6 , 1886 1895 1905 1914 1924 1933 1843 1953
[ 108 110 113 116 118 122 125 128
I

Imports 92 10.0 10.3 108

Tetal supply ) 2153 2180 216 253 | 2270 0.4 2298 2313 2327 234.1 2355 237.0
Domestic use - : 101.4 102.8 104.0 105.1 ; 1062 . 1073 100.4 109.6 110.7 118 131 1142
Exports 85.2 85.0 849 87.1 87.5 87.5 67.7 878 87.9 88.0 ' 880 882
Residual 1.0 §s §5° 55 55 ° 55 55 55 s.5 55 5.5 55

*. Total use 18?:8 1834 1944 197.‘[(i 189.2 200.3 2018 2029 2041 | 2054 ° 2066 207.9

278 281 - 283 284 288 287 289 201

Ending stocks (milion owt) 277 248 272 217
140 140 140 140 - 140 140

Stocks/use ratio, percent 147 127 140 1401 140 140
Milling rate, percent 720 720 72,0 n.of 720 720 72.0 72.0 72.0 720 20 720
Pricas {dollars per cwL): o : ‘

World price N 8.45 7.75 '7.90 805, 821 8.38 852 8.89 885 ~ 0.02 o.18 938
Average markat price 964 9025 9.00 8.10: 915 5.28 9.44 9.62 5.81 980 1047 1037
Loan rate 6.50 8.50 6.50 e.so: 650 6.50 6.50 8.50 650 650 680 €50
Varlable costs of production (doflars): ‘ - o

Per acre 360 356 361 aro 362 301 401 410 20 429 439 49
Por cwt. - 624 6.30 8.11 8.24 6.40 853 6.65 6.78 6.90 7.02 7.14 7.28

Rem over variable costs (dolum per acro):

Market retums 201 167 171 170 164 184 168 - 172 177 162 186 192
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Table 15. Upland cotton baseline o - N : ' : . _
1997, 9992000  2000/01 _ 200 2002/03 2| 2006/07 _ 2007/08  2008/09

em 1997,
Acreage (milion acres): ,' )
CRAP acres: ‘ . e .
Cropping history 1/ 10 1.1 1.1 12, 12 12 1.2 12 12 12 12 12
" i
Planted acres 138 12.6 133 130 1 127 129 13.6 13.0 13.0 129 128 128
Harvestod acres ) « 130 101 o3 29 1 118 120 12.1 121 124 120 1.9 118
Yields (pounds per acre): . ‘
Yieldharvested acre 673 606 680 689 ' 608 707 718 728 734 749 752 761
* Supply.and use {thousand bales): . ,
Beginning stocks © 38200 3822 2224 3919 |, 3819 3619 3619 3619 3718 38 3918 3919
‘Production 18,245 12,785 17,400 17400 ' 17200 17,700 16,000 18,300 16,500 18,600 18,600 18,800
Imports ' 13 300 200 5 5 5 5 5 5 5 5 5
Supply - 22,178 16,007 19,624 21,324 i 2, 024 21,324 21,624 21,924 22,224 22424 22,524 22,824
Domestic use ' 11,234 10,500 10,606 11,000 ‘I 11,100 11,200 11,300 11,400 11,500 11,500. ° 11,500 11,500
Eports . 7060 4160 5100 6500 | 6300 6500 6700 6800 8800 7000 7,100 7,200
Total use ’ 18,204 14,660 15,600 17,500 « 17,400 17,700 18,000 18200 18400 18,500 18,600 18,700
Ending stocks 3,822 2224 3,818 3619 | 3819 3619 . 3619 3,719 3619 3919 3919 4,118
Stocks/use ratio, percont 20.9 152 246 218 208 - 204 20.1 - 204 208 212 211 220
Prices {doflars pav pound): 2/ , ! .
Loanrate 05182 05182 05182 05182, 05182 05182 05182 05182 05182 05182 05182 05182
Varlable coats of production {doftam); ; .
Per acre 304.41 209.23 307.70 314£8£ 32478 33420 34325 352.24 381.&4 " 37028 370,39 388.65
Por pound 0.45 - 0.49 045 048 047 0.{7 0.48 049 = 046 ‘050 - 0.50 " 051
fetums over vamuo costs (doBm per acre): v Cy

Market retumns 20074 157 _..*..,A-A 192.38 36:107 18 20156 20585 20071 21201 21433 21724 22076
l!mabpmmmwﬂomﬂonubasadmtmmmmmmcmm wamamammmwmmmmamwmm
2/ USDA ia prohibited from publishing cotton price projections. i

f
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Table 16, s_g%mdgo_gwbm&w _

Soybeans i

Acraage (milion acres) . : .

Planted 708 n 725 neo 293 8.0 885 835 70.3 78 na 718
Harvested 69.9- 718 n4 9.9 682 . 689 7.4 684 892 9.7 702 70.7

Yieldharvested acre (busheis) 388 388 40.0 405 | 410 #“5 420 25 4.0 435 440 T445

Supply (milion busheis) N : . . . .
Baginning stocks, Sep. 1 . m 200 -] . { 480 435 so 285 275 70 265 260

: 2,703 2,783 2,885 2,830 ' 2,795 2,775 2,830 2,805 2975 L3030 3,088 3,148
Imports s ] 7 (5 4 7 2 ] 8 8 10
Total supply 2,839 2,968 227 3,318 3288 3217 3,188 3,208 3254 3,308 3,358 3415

Disposition (million bushels) : Ki "

Crush : 1,507 1,815 1,665 1,710 T4 1,765 1,790 1818 1,640 1,870 1,900 1,835
Soad and residual 171 . 148 152 151 149 147 149 151 154 - 188 158 180
Exports . Iyl 840. 930 985 985 955 855 265 890 1,015 1040 . 1,085

Total disposition 2,629 2,603 2,747 2,826 ’ 2,854 2,887 2,854 2,931 2,984 3,041 3,098 3,160

Canyover stocks, Aug, 31 i . ) ’ -
Total ending stocio . 200 365 480 460 435 350 205 275 27 265 260 255
Stocka/uss ratic, parcant: 76 140 175 17.31 152 122 102 9.4 8.0 87 84 a1

Prices {dollars per bushel) - :

Loan mte 526 528 526 5.26, 4.0 4.92 4.9 4.92 492 4982 492 5.00
Saybean price, farm 847 545 485 4.55; 4.90 535 585 5.80 5.90 595 8.00 8.10

Yariabie costs of production {dollars): . H . -

Per acre 801 80.81 80.71 LTS 812 s 87.67 89.50 91.26 92.08 84.72 96,47
Por bushel 207 208 202 202 204 07 200 211 212 2.14 215 217

Retuma over variabie costs {doliare per m): | . -
Net tums 120.58 129.68 3t zq 118.00 138.23 148.83 157.00 16244 185.84 168.28 174.98

) i . .

Soybesn ol (miilon pounds) , . .
Beginning stocks, Oct. 1 1,520 1384 1,590 1830 22480 2355 2218 1,878 1,638 1,855 1,660 1,855
Production: 18,143 18250 18,780 19,205 19,045 19838 2028 20,535 20,840 21, 195 21,558 21,000
imports . 58 58 .80 65 7 b s 7 80 90 9

Total supply . 19,721 19,600 20430 21,290 21958 2365 22528 22,485 22,558 22.835 23,308 23,010
Domaestic disappearance 15,162 15,400 15,700 18,000 16,300 18,800 | 18,800 17200 17,500 17,800 18,128 16,450
3178 2,700 2,600 3,050 3,300 3,850 3,750 3,650 3,500 3378 3,328 3,400

Total dernand 18,337 16,100 18,500 19,050 19,600 20,150 20,650 20,650 21,000 21178 21,450 21,850
Enufing stocks, Sep, 30 1,384 1,500 1,890 2,240 2,358 218 1,875 1,835 1,555 1,660 1,868 2,080
Seybean o price {dollare per b} 0258 o268 0255 0248 0.243 0253 0270 o288 R -3 0310 0.308 0.303

Soybean meal (thousand short tan) ! ) S
Beginning stocks, Oct. 1 . 210 218 250 250 850 - 225 28 225 28 ns 25 s
Production . 38,171 38232 38,550 40,610 41350 41,550 42,500 43,180 43,750 44400 45,15
Imports . Coss 50 50 85 75 ‘s 100 100 100 100 100 100

Total supply 38,436 38,500 39,850 40,828 41,875 42,250 43,475 44,075 44,728 45,475 46250
Domestic disappeanice 28,888 29,600 30,400 3,078 31,750 n42% 3310 33,800 34,500 35200 35,900 36,600
Exports 9,350 6,650 8200 9,800 8,700 9,600 9,500 3,450 9,350 9,300 2,350 9,425

Total demand 38,218 29,600 40,675 41,450 42,025 42,600 43250 43,850 44,500 45,250 48,025
Ending stocks, Sep. 30 218 250 250 250 25 5 228 225 225 =5 25 25
Soybean meal price (dolan po(m) 185.54 145.00 125.00 128.50 148.50 161.00 185.00 163.00 181.00 158.00 16150 188,00
Crushing ylekds (pomdt hushen : . o

Soybean ok por . 11.38 11.% 1128 ° 129 1128 150 " 1" 11.33 1154 1185 11.36

Soybean meal 42.80 4734 4144 41.50 4150 47.50 4750 41.50 47.50 47.50 47.50 4150
MM(&! per bushel) 0.50 1.00 1.18 127 1.82 1.33 l.g 1.3 1.3 1.34 1,53 1.33

1/ Net retums include ioan rate vaiue when prices are Sower than the ke rate.
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Ter U 57
Baginning stocks ML fos. s | 350 400 )
Commercial producion . MLIDS. 25,384 25887 24075 | 23432 20495 24242 24702 24620 24550 24496 24,821 24,503
Change Percent 01 12 43| 24 00 32 19 03 03 02 0.1 0z -
Farm production M. . 108 108 1080 106 108 106 106 06 108 108 108 108
Total production ME.bs. 25490 25783 24181, 23598 20,601 24348 24,808 24735 24656 24612 24,627 24660
imports Wi, tbe. 2,343 2611 2790, 2800 2800 275 2700 2700 2,850 2650 2600 2600
Total supply : Mibs. 28210 28880 27311 2748 20708 27440 27883 27838 LI 2070F 20702 27744
Exporta MLlbs, 2138 2158 2340 [ 210 220 231 Ca402 2472 255  26m 274 2798
Ending stocks ‘ . ibs 465 400 - 350 335 350 375 400 425 450 476 475 475
Total congumption Miibs. 25609 20,311 24,6811 24263 24,108 24,757 25081 24,036 24,720 24505 24513 24,474
Par caplta, carcass weight Pounds 956 873 905, 882 671 @84 888 676 881 850  B4D 832
 Per capita, retall weigh! Pounds €89 ea1 @le] 617 810 619 €22 13 803 95 558 S8z
Change . Porcent . © <18 18 70 28 a2 15 05 a4 A7 43 42 a6
Prices:’ i
Baef cattie, fam  skmt 6334 5995 TI00) 703 TR73 7254 T3A5  7525 770 - 79.03  BOG2 6203
Caives, fam Somt 8227 6208 6375, DGB2 9087 8666 8966 9391 9746 9969 10184 10342
Cholos stoers, Nebraska Sewt . 8632  G1A7  TR00 7182 TRTS . 7356 7448 7631 7839 8094  BLIS 8319
Deflated prica Sowt 4132 3786 4281, 4170 4143 4011 3943 3923 3992 3883 3848 3600
Yeariing stoers, Okia, Cy Siowt 7618 7260 8350 8824 8102 7719 #0.12 8364 0880 6878 005 @19
prics siowt ATAT 4443 4076 4090 4SEZ 4200 4241 4300 4331 4302 4258 4208
Ratait: Baef ard vool . 198284w100 © 1306 1385 1390 421 1457 1435 1488 1472 1511 1542 . 1568 1592
Retalt: Othes meats 1082-84u100 1481 1468 1480 1513 - 1651 1527 1528 1567 1809 1842 1674 1694
ERS retall beel . 280 278 - 28) 289 207 282 282 - 300 308 304 818 324
Costs and returns, cow-calf entsrprise: » ! ) /
Vartable mxpenses Shoow 21881 21187 16380 19465 20185 21208 22222 22820 23246 23683 24120 24849
Fixed expenses A  Soow 11852 119865 12872 12720 12099 13280 13609 14004 14403 14781 15098  154.62 -
Total cash expenses Show 39543 33142 3734 32188 3184 4678 35831 56024 STEAD 38444 30228 40111
Retums shove cash coets - Shoow 103 41885 4440 5796 3285  T44 1253 2396 3585 4204 4038 5247
. ! : '
Catebwentory 7 1000head 101,460 09,501 97577 96742 07697 99,189 99544 09002 95368 97614 OT.445 67,129
Beet cow inventory 1000head 34271 33883 $2628 32241 So755 33233 33378 33158 39042 Mmxs 3777 30756

Ttem Unfts_

Baginning stocks ML bba.

Commeccial production M. bs.

Changa . Porcent

Fam peoduction ) ML s © 30 30 %0 2 30 30 20 20 T ] 30

Totai production ML s 17,274 18972 19455 19244 10283 10685 20,048 - 20253 20406 20,853 21,304 21,787
Tolgl supply C ML ba. 18,273 20,080 20,630 20394 20373 20774 21,143 21353 21,536 21,913 22369 22857

Exports ML B 1044 1232 1355 1270 1900 1325 1425 1525 1,800 1700 1800 1875

Ending stocks SMilbs. - 408 475 480 450 450 450 450 40 400 400 400 400

. i . ;

Total consumption M. bs. 18,821 15353 14,785 18674 18823 18999 19260 19428 19538 19,813 20189 20362
Per caplts, carcass woight Pounds &8 &re 8.9 878 671 819 682 68.2 88.0 684 69,1 €9.9
Por caplia, rotell woight . Pounds- 4.7 s2.7 534 sa7 521 527 529 53.0 528 83,1 538 84.3

\ o Peccont: 0.7 a1 ?3 1.5 1.1 1.1 08 00 0.3 a6 0 12

Hogs, farm . ) $owmt 5204 3347 3364 3592 3822 3769 3784 3888 39.70 3938 38.81 37.68

lowa, S50, Minn. markat- $ewt: . 51.% xR aag‘oo 3542 3172 3738 37040 3838 3920 3908  38I1 . I8
"Deflated price. - ’ Yo 32.00 9.7 1567 2058 2119 2038 1077 1973 1956 1882 18.02 1688

Fotaik pork . 1682-84»100 155.9 1488 1440 1458.7 148.9 1482 144.7 148.3 148.0 1468.1 . 1474 1482

ERS rotafl pok ¥, 232 2 224 227 .32 227 225 228 2.30 230 229 227

Costs andd retums, farrow 1o finkstr ! . ) '
| . .

Yariable exponses $ewmt 4138 3593 29.20 | 2648 2634 2888 3078 .55 3174 3195 R.18 3265

Fixed expensas . $lowmt 498 515 .5.18 521 520 521 524 5.30. 537 5.42 5.48 5.55

Tetal cash expenses $owt 4838 4108 3438 3188 3178 %409 3800 3685 371 3738 3765 3820

Retums above cash costs $owt 5.00 -881% -1.38 3.74 587 3.29 1.34 153 209 1.68 o.68 -1.03

. . ' .o .

Hog Inventory, _— . i . . .

Dec. 1, pravious year 1000head 56141 60915 62200 615668 81684 62901 978 84,500 65200 66388 67741 69168

.
i
'
i
‘
i
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Table 27. Etggbaea&m
_ftem M3 2005 5008 2007
. Beginning stocks M. doz. ¥ .7 -5 | 5 5 s 5 5 . s 5. s 5
Production- Mi.doz. 6460 6625 6790 6905 7,018 7,121 7,182 7,300 7,373 7488 7,58 767
Change Porcent 14 28 25 [ 17 16 1§ 10 15 1o 15 10 1§
Mil. doz. 7 4 8 4 s 5 5 5 5 s 5 5
Total supply Mi.doz 6478 6638 6801 6914 7,026 7131 7,202 7,310 7,383 7484 7,569 7,682
Pircant 14 25 25 .17 18 15 10 15 10 15 10 15
. { N .
Hatching uss Mi. doz. 895 922 970 (1,019 1,055 1,002 1,127 1,164 1,203 1244 1287 1320
Exports Mil. doz. 228 226 243 | 260 270 275 280 285 200 295 800 305
Ending stocks il doz. 7 5 5 } 5 5 5 5 5 s 5 5 5
Consumgtion Midoz. ' 535 5483 5583 5631 5606 5759 5700 5855 5885 5949 5977 6043
Per capita - Humber 2394 2433 2456 1 2455 2462 2468 2460 2468 24860 2466 2457 2464
Change Percent o7 18 09, 00 03 02 403 03 -3 03 04 03
Prices: J )
Eggs, tam . Centsldaz. 696 . 655 624 601 575 567 608 588 649 608 649 - 608
New York, Grade Alarge  Centsidoz. 812 7860 725 695 685 655 700 680 750 700 750 700
Dofated wholesale prices ~ Centa/daz. ©  50.8 465 432 . 403 374 357 371 350 374 339 353 320
Retafl, Grade A, large Conta/doz. 106 104 101! 97 8 9 6 95 ' 103 98 103 98
Retall: Eggs 1982-84«100 1400 1354 1325 ' 1286 1248 1240. 1315 1302 1420 1355 1440 1375
Costs and retums:
Totalcosts Cents/doz. 7200 63.11 60.00° 5513 5575 60.85 6504 67.09 6787 6688 6981 7123
Net returms Comidoz 920 1280 1250 1437 1075 465 496 091 703 112 519 -123
1 T
Table 28. Dairy basaiine : :
hem Linits
Mik production Bl bs. 1570 1583 1629 1637 1652 1667 1690 1703 1723 1743 1787 1783
Number of cows 1,000 9200 9150 95100 ; 9000 8910 8830 6765 6680 8605 8530 5455  B3%0
MIK per cow Pounds 17085 145 1705 . 18185 18540 16875 19200 19815 X020 2043 20800 21275
" Mibdat basia ELbs . 1581 1814 1641 1850 1663 1677 1702 1714 1738 755 1784 1798
Sidm sofids Bl be. 1554 1582 1632 | 1647 1861 _ 1975 1700 1712 1734 ' 1753 1780 . 1704
Nett removals: ! . : ‘
Mikdat basis 0. bs. 07 03 08’ 08 14 11 14 oo 11 14 1.1
Skim solids B e, 45 35 29, 18 18 18 18 18 18 18 18 18
. . . |
Basic Formuia Prics Siom 1928 1345 1190 1285 1345 1410 1460 1485 1615 1545 1575 1806
All mik s/om 1458 1490 1300 1395 1455 1520 1570 1595 1825 1855 = 1885 1715
Retal, al dairy products  180284«100 1488 1585 1530 1555 1600 1645 1885 115 1750 1780 1820 1850
Ration vaiue Siow 812 741, 880] 685 735 780 810 825 635 645 885 875
Retums sbove - i . ; "
concentrata costs Sowt. 135 1181 1044 107 1148 1182 1230 1248 1274 1300 1328 1348
Mitk-food retic _ratly 179 200 191 204 108 198 194 183 1905 386 167 198
: :
!
i
;
|
i
3
i
i
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Table 29. Fam reeeig_u;“,& 18, and incomes in nominal dollarg - . _ ' )
W‘—‘ms _"‘—M 120022003 2004 2005 2008 2007 2008

" Blliion doflars

Cash receipts: . ‘ i , .

Crops : 1121 1047 1020 1044 1083 1140 1180 1230 1262 1292 1321 1354
Livastock and products 966 934 960 949 977 .100.1 1039 1072 1104 1128 1156 1178
Al commodities 2087 1980 1980 1993 2060 2141 2220 2302 2366 2420 2477 2532
Fam-related income 18 118 116 116 117 117 18 19 119 120 120 121
Govemment payments 76 .128 - 13 92 . 78 67 6. 6.1 8.1 6.1 6.1 8.1
Gross cash income 2280 2227 2209 2201 2254 2325 2408 2482 2548 2600 2658 2713
Cash expenses . 1672 1636 1643 1675 1723 1788 1859 1919 197.5 2028 2084 2145
Net cash Income - 808 59.1. 566 527 532 537 550 562 571 571 . 57.4 569
Vaiue of inventory change 04 10 04 07 12 08 04 02 03 0.2 0.1 00 -
Non-money income - 107 113 119 118 18 120 121 122 122 125 127 130
Gross farm income 2383 2300 2324 2027 2086 2454 2534 2605 2671 2727 2787 2843 -
Noncash expenses 158 158 161 158 153 149 145 139 132 133 134 138
Operator dwslling expensas . s 56 57 57 57 S7 67 58 58 58 58 58
Total production expenses 188.4 1851 1861 1889 . 1833 1994 2061 2118 2166 220 2276 2339
Net farm income . 498 460 464 438 453 480 473 490 505 508 510 504
Farmassets 10888 11247 11628 1,1882 12260 1271.0 13250 13812 14364 14888 1547.6 1,607.2
Farm debt 1654 1704 1691 1736 1776 1828 1884 1935 1987 2035 2083 2136
Farm equity 5234 9543 9938 10156 10434 10881 11068 11677 12077 12854 13393 13906

’ o : Percent .

Debvequtty ratio : 178 179 170 171 1868 1868 166 163 161 156 156 153
DebVassats ratio 152 152 145 146 145 144 142 140 138 137 135 133

Table 30. Farm mceipts expenses, and incomes in 1992 dollars
008

. : Blilion 1992 dollars 1/

Cash raceipts: .- ; , : _ :
Crops . 1005 924 878 875 831  s01 914 918 016 911 905 902
Uvestock and products 866 824 8.7 ?9 6 79.5 791 79.9 80.1 802 78 ™2 - 785
All commodities 1870 1748 1708 f|87.2 1676 1693 1713 1718 1717 170.7 1696 1688

Farm-related income 10.6 104 100 87 9.5 9.3 9.1 8.9 8.7 84 82 a1

_ Government payments o 8.7 11.4 9.7 117 6.3 53 47 45 44 4.3 4.1 4.0

Gross cash income "2043 1967 1903 1847 1834 1839 1851 1853 1848 1834 1822 1807

Cash expenses - 148.8 1445 1415 f40.5 140.2 1414 1428 1433 1434 1431 1428 1429

Net cash Income 54.6 522 . 488 442 432 425 423 42.0 414 40.3 39.3 378

) I

Value of inventory change 0.4 0.9 03 , 08 1.0 0.7 0.3 02 . 02 a1 0.1 0.0

Not-monay income- 0.8 10.0 02 100 8.7 85 8.3 8.1 8.9 8.8 8.7 8.6

Gross farn Income 2136 2058 2002 ’195.2 1841 1940 1847 1948 1938 1823 1810 1834

Noncash expenses 141 14.0 139 132 125 1.8 141 104 9€ ~ 94 82 9.0

Operator dweliing expenses 49 4.9 48 | 48 46 4.5 4.4 43 42 4.1 4.0 39

Total expenses 1680 1634 1603 /1585 1573 1577 1584 1580 1572 1566 1560 1558

Net farm incore 44.7 423 400 | 387 368 364 36.4 36 368 35.7 35.0 38

Farm assats. : §759 96832 10019 99768 9975 10050 10182 10315 10424 10800 10807 10705

Farm debt , 1483 1505 1457 !f456 1445 1448 1448 . 1445 1442 1435 1428 1423

Farm : 827.7 8427 858.2 18520 - 8530 8604 8734 8868 5982 906!']:a 918.0 9282

1/ Nominal doliar vaiues divided by the GDP deftator.
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AgriCult:ural Trade |

~ Growth in global 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 (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 supported 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 transmon
economies where currencies have been sharply devalued S

Longer term prospects for global and U.S. trade remain rclatlvely 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 developmg regions is expected to higher than during the 1980s. This

" generally favorable cconomic outlook for developing countries is expected to drive 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. 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 Africa, and the Middle East. The FSU, formerly a key grain importer, is not expected to
be a source 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 determinant of demand and trade growth. As incomes rise in developmg
countries, the demand for agricultural goods expands rapidly, both through increases in direct
food use and throug 'h derived demand for llvestock feeds to meet rising meat demand

Future trends in China} agricultural trade rcmam an 1mportant question in the global outlook.
Significant uncertainty regarding basic data and future policies, combined with the size of
China agricultural economy, make alternative trade projections both plausible and globally
significant. The current projections indicate only modest growth in China’ 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 commodlty prices are expected to remam depressed in the near term by the combination
of weakened global demand and increased exportable supplies from traditional and
nontraditional compeutors 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, real prices are pro;ccted to
continue to decline over the longer term as, productlvny gams contmue to outpace growth in
dcmand

R . I - USDA Baseline Projections, February 1999
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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 iof 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 subsurunon of cotton for '
synthetic fibers.

" Table 33 Intematuonal tfade summary,,by decade or indicated penod 1/

Coarse Soybean Soybean
Years Wheat Rice gra;ns Soybeans meal oil Cotton
World trade growth, annual percent 2/ . ' ‘
1960 to 1970 3/ 11 22 49 114 144 113 08
1970 to 1980 47 49 87 8.2 117 12.8 1.2
1980101950 ~ 03 06 -10 -0.4 29 05 25
© 1990 to 2000 07 61 04 53 44 66 -09
2000 to 2008 23 27 28 1.6 1.9 28 19
o : ;
U.S. export growth, annual percent | ‘ - )
1960 to 1970 3/ 08 63 3.8 - 126 13.0 53 -54
1970 to 1980 64 68 127 72 58 54 61
1980 to 1990 -33 05 -07 37 -18 55 23
1990 to 2000 04 05 0.4 4.7 5.7 1.6 1.7
2000 to 2008 .23 08 33 13 04 33 16

U.S. share of world trade, average ;;::efcent 2 B
1960 to 1970 3/ 376 19.0 50.0 80.6 65.6 666 . 18.3

1970101980 - 43.0 221 594 826 - 435 375 198
1980 to 1990 373 202 594 - 726 237 193 215
1990 to 2000 31.3 140 560 645 197 161 25.1
2000102008 336 94 57.3 622 202 222 246

- 1/ Years refer to the first year of the commodlty markenng year,
2/ 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 periods: .
-3/ Data for soybeans, soybean meal and soybean oil begin i in 1964

U.S. exports are pro_;ected to strengthen for most bulk commodmes over the longer term. U. S.
wheat and coarse gram exports are pro_;ccted to expand the fastest, although competition is
expected to increase in both markets. By | the middle of the projection penod U.S. wheat exports
are projected to slow when higher world pricés and declining internal EU prices permit the EU to
" export wheat without subsidy. U.S. corn 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
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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. mcat cxports w111 be dcpressed in the near term by the ,
~ slowdown in 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 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 to 5 years by the recent economic crisis, imports are
expected to rebound in the longer term, with thc return of modest economxc growth and only
slow expansmn in the domestic feed—hvestock sector.

U. S Agncultural Trade Value:
" The total value of U.S. agricultural exports 1s projected to declme in. 1999 and 2000, but thcn
grows for the rest of the baseline, reaching about $73 billion by 2008. U.S. imports rise to $50

billion in 2008. The resultmg agricultural trade surplus in fiscal 2008 is projected at $22.5
billion. o ,

Table 34. U.S. agricultural trade values, baseline projections, fiscal years
N B . i

1698-2008"

1997 1998 1999 1/ 2000 2001 2002 2003 2004 2005 2006 2007 2008 growth rate-
o Bitlion doliars "~ Percent
Agneultura! exports: , ' ‘ -
Animals and products 114 112 113 114 119 123 129 135 142 148 154 159 35
Grains, feeds, and products 165 141 139 141 158 17.0 181 188 195 201 212 214 4.2
Oilseeds and products 114 111 93 71 72 77 82 87 90 93 96 9.8 -1.2
Horticultural products 106 103 101 107 114 120 127 134 142 149 157 165 48
" Tobacco, unmanufactured 16 14 14 14 14 14 14 13 13 13 13 14 086 -
Cotton and linters 27 25 186 19 24 24 25 26 26 27 27 28 1.0
Other exports ) 30 289 28 368 38 39 41 42 44 45 48 48 - 52
. . | : :
Total agricuitural exports 573 536 505 502 539 567 599 628 652 676 706 726 3.1
- Bulk commoditias exports 233 200 180 175 137 21.0 225 236 242 250 262 265 28
_High-value product exports 339 336 325 327 342 357 374 392 410 427 444 461 3.2
High-value product share 58.2% 62.7% 64.4% 65.1% 63.5% 62.9% 62.4% 62.5% 62.8% 63.1% 62.9% 63.5%
~Agricuttural imports: ' ' : '
Animals and products 64 68 68 89 70 .71 74 77 80 83 86 90 28
" Grains, feads, and products. . 29 2.9 30 30 31 32 33 34 38 37 37 .7 25
Oilseeds and products 22 22 24 25 26 28 32 32 35 35 36 3.6 5.0
Horticultural products 127 138 145 151 158 165 '17.2 178 185 182 197 203 38
Tobacco, unmanufactunsd 12 08 09 1 t1 12 12 13 13 13 13 1.3 8.0
Sugar and related products 1.9 17 1.8 18 20 22 23 24 25 25 25 2.5 3.9
Cotfee, cocoa, and rubtier 64 63 65 66 67 67 67 68 68 869 69 70 - 1.0
Other imports 21 24 28 2‘5 25 25 285 285 25 25 25 26 0.8
Total agricuttural imports ' 358 370 38.5 39 § 408 423 437 452 467 479 489 500 3.1

Net agricultural trade balance 215 166 120 106 131 146 161 176 185 198 217 . 225 3.1

1/ The projactions were completed In November 1998 based on policy decisions and other information known at that time. For updatés
of the nearby year forecasts, see USDA's Outiook for U, S. Agnwkural Trade repont, published in February, May. August. and
December.

Note: Other exports coruslsts of seeds, sugar and tropical products and beveragas and pmparabcms Essennal oils are lncluded in
horticultural products. Bulk commodities include wheat, rice, feed grains, soybeans, cotton, and tobacco. High-value products (HVP's)
is calculated as total expiorts less the bulk commodities. HVP's includes semi-processed and processed grains and oilseeds, animais

and products, horticultural products, and sugar and tropical.products. Other imports Includes seeds, beverages exc:ept beer and wine, -

and miscellaneous cominodities. {
!
i
I
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Declining prices resulting from large world supplies, weak global demand, and a strong U.S.
dollar led 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

animals and products, led by beef, pork, and poultry, also show significant growth.

US. 1mports are projected to rise from $37 bxlhon 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 increises 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 component of U.S. agricultural imports, are expected to ,
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.

]Forengn Agncultural Pollcy Assumptmns and nghhghts

Policy assumptlons underlying both U.S. and forelgn projections are based on full comphance
with all bilateral and multilateral agreements affecting agriculture and agricultural trade as of

~ November 1998. Bilateral agreements affecting 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 (beef) are examples of agreements for which full compliance is
assumed. In contrast, no comphance is assumcd for any agreements not formally ratified by
November 1998.

For multllateral agreements, the prOJecnons assume full comphance with the mtcmal support,
market access, and export 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 ar¢ now under consideration, but are assumednot to
occur m these projecuons These mclude

4

. No accession to thc World Trade Orgamzauon (WTO) by the FSU China, or Talwan,
* No enlarg,ement of the. EU—IS to add one or more Ccntral or East European countries;

. No 1mplementanon of more hberahzed trade among the Asia-Pacific Econonuc
. Cooperation (APEC) countries, and

+* No expansion of NAFTA to include additional countrics.

i
1
:

! .
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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 prlces

. Other major export commodities are forecast to record minor changes in
value from 1998 as declining prices are offset by increasing volume. For
example, the volume of corn exports is forecast up 17 percent, to 44
mllllon tons, while the value 1s v1rtually unchanged at $4.3 bllllon

- U.S. agricultural imports are foreéast to be $38 billion in fiscal 1999
- up $1 billion from 1998. Most of mhe increase is accounted for by
hortiqultural products. The agrlcultural trade surplus, forecast at $11
billion, is the lowest since 1987. ' -

As of this issue, this publlcatlon is renamed Outlook for U.S.
Agricultural Trade from Qutlook for U.S. Agricultural Exports, reflectlng
the increased emphasis on 1mports*

1

Table 1--U.S. agrlcultural trade, fiscal years, 1994-1999
- Year endlng September 30 --

Ttem 1994 1995 1996 ' 1997 1998 1999 Projected

. : o A .~ 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

: . >‘.--Million?metric tons -- ,

,Ex volume 127.5 169.7 158.4  147.3 142.0 149.8  146. 7
-ThlS outlook reflects commodity forecasts 'in the Feb. 10, 1999, World
_gglcultural Supply ‘and Demand Estimates.

e
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Commodlty Highlights

The forecast for fiscal 1999 exports 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 reduced 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 year-over-year increase in wheat export volume
although not as large as envisioned in November. 'Since then, world
import demand was reduced and Argéntina is now expected to export more.

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

- " " W " 2 T W W - - " - " - - > o Yt o

‘ Octoﬁer-December' Fiscal Fiscal 1999
Commodity - 01997 - - 1998 1998 Projected:
- ' \ Nov.  Feb.

| - - - A o - — i — i W — - - - — - — - " - vt

--Billion dollars=--

Grains and feeds 1/ .+ 3.851  3.910 14.109 13.9 13.8
Wheat & flour- 1.096 1.045 3.887 4.2 3.9
Rice r - 0.276  0.353 1.134 1.0 1.1
Coarse grains 2/ A 1.399 1.402 4.990 4.7 4.8

Corn - - 1,189  1.279 4.261 4.2 4.3
Feeds and fodders . 0.650 0.621 2.411 2.3 2.3

Ollseeds 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
Soybean oil ‘ ' - 0.231 0.258 0.881 0.8 0.7

'leestock product 2.085 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 S 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 = . A 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 & preparations . 0.842 0.823 3.202 3.0 2.9
Vegetables & preparations 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 3/ . 16.231 - '14.333 53.629 50.5 49.0

—-—-—--_——-—_—-.-—-.-—.--.——«_——_—..‘.._.-—..____—.—-..-——-————-—-—-—-.—-_...—_..—-_———..--..

1/ Includes pulses and corn products 2/ Includes corn, barley,
sorghum, oats, and rye. 3/ Totals might not add due to roundlng



U.S. coarse grain exports are ralsed 1.2 million tons and $100 million
to 49.4 million tons valued at $4.8 billion. The export forecast for

" corn is 1ncreased 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 offsettlng corn volume gains, sorghum
exports are reduced 200,000 tons 51nce Japan is expected to shift to
corn. The outloeck for U.S. corn exports has improved since November
with upward revisions in demand from Japan, Korea, and Malaysia and
reduced competition from Argentlna

Fiscal 1999 rice exports are forecast to reach 3.2 mllllon tons valued
at $1.1 billion. This represents;a 200,000-ton increase from the

- November estimate. Export value is restralned due to somewhat lower
prices, the result of a larger proportlon of rough rice shlpments .and
generally reduced world rice prlces U.S.. export volume is 1ncreased
- due to larger shipments to Braz11

'Reflecting downward adjustments to both export volume and prlces,
fiscal 1999 U.S. oilseed and products exports are lowered 1.3 million
tons and nearly $800 million to 33.8 million tons valued at $8.6
billion. Soybean exports are reduced 800,000 tons and $400 million to
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 eﬁports:-volume by commodity, 1997-99
| S .~ October-December Fiscal Fiscal 1999
Commodity 4 1997 . .1998 1998 Projected

‘ o : Nov.  Feb.

- —————— - .S AW W A " T . — - s - W — - T W A . T = —_ T S o S -~ oo

--Million metric tons--

Wheat 6.729 7.827 25.800 31.5 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 1/ a 11.597 . 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 .
QOilseeds and products "15.564 12.362 36.018 35.1 33.8
Soybeans 0 .12.063 9.052 23.287 23.1 22.3
Soybean meal , . 2.359 . 1.924 8.464 7.8 7.2
Soybean - o0il 0.381 0.413 1.396 1.2 1.2
Beef, pork & variety meats 0.398 0.390 1.559 1.7 1.7
Poultry meat . - 0.688 . 0.562 2.663 2.3 2.3
Animal fats 0.232 - 0.187 - 1.365 1.3 1.3
Cotton & linters 0.401 0.462 = 1.602 1.0 0.9
: Hortlcultural products 1.956  1.971 . 7.414 7.3 7.1
" Other ‘ 1.641 1.876 6.169 ~ 6.0 6.0
Total agriculture = 43.139 44.411  142.012 149.8 146.7
Major bulk products 2/ 31.524 32.740 97.964 106.8 104.3

_-———_—...—---.—--.————-_———--—--—.—.—————_———.——-u-—_....—-——-__..__...__.__.....-—-.--———

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



THE SECRETARY OF AGRICULTURE
WASHINGTON, O.C.
202500100

FebruaryA 23,1999

MEMORANDUM FOR THE PRESIDENT

FROM: . Secretary Dan Glickman W
SUBJECT: The Outlook for the Farm Econom
The Department of Agriculture (USDA) sees a much weaker agﬁcultural economy over the

immediate to medium term than it did one year ago.” While prices, exports, and income
will gradually recover, the outlook for this year and next, particularly, is especially bearish.

_ Released February 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 fail $8 to $9 billion from the -

1998 estimates, dragged down by lower domestic prices and exports USDA now projects’

will be $15 billion lower over the next 10 years than the level estimated on year ago.

While the overall US 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 cornmodity prices. 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 hkely to escalate.

While. most observers, in the media, farm groups, and in Congress, have been aware of the
slide in the farm 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 gamered, 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 political implications.

On the flatter point, | vhave already been questioned repeatedly about the Administration’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; | eerct

‘ that drumbea; to i[lcrease in |niensrg

While | expect this to be the most rmmedlate congressronal manifestation of the growmg
concern about the farm economy’s weakness, | 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 |
- believe that there is a high likelihood that Congress wnll agam tum its attentron to basrc
farm policy changes

| 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 congressronal attention, | think it is important for you to have the fonowmg farrly

thorough overvnew of USDA’s most current estimates. .

Farm Financial Conditions. After strong economic performance in 1996 and 1997, critical
sectors of 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 pro'dug:tion losses due to disease, drought, pests, flooding, and
excessive moisture 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
for U.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 exports reached a record hrgh of $60 bllhon in 1996 This year, we prorect

~ exports of only $49 billion. ,

- Aggregate indicators of the agricultural economy portray a sector with problems in some
“areas, but generally 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, govemment payments to producers increased
from $7.5 billion in 1997 to nearly $13 billion in 1998. The debt-to-asset ratio of farm
. operators remained at about 15 percent 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 are helpmg to contain productron expenses: .
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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 fiow 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 specialize in the production of these commodities and are already highly
leveraged. Hog prices 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 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 cotton 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
estamates for the current crop year compared with other years of the 19903

mmodl'g A 990(91-97[9 Average 998[9 Forecast Percent Change

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

Cormn ($/bu) o 2.48 1.95 21

“Soybeans ($/bu) 6.16 : . 5.20 -16 -

Cotton (cents/Ib.) 64.7 ‘ 64.2* -1

Rice ($/owt) 7.97 8.50 +7

- Fed cattle ($/cwt) 702 . 65.5 -7

Hogs ($/cwt) | 45.2 340 o -25

Broilers (cents/Ib) . - 56.4 -~ 59.0 | +5

Milk ($/cwt) 13.5 : 144 I

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

Crops ThlS season, wheat prices are bem’g 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 season are projected to be the highest in more than a decade.
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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
soybeans. These high carryover Ievels wnll likely prevent much recovery in corn and

' soybean prices in the rnonths ahead.

Despite a 25—percefnt reductlon in U S. cotton production due to weather problems in
Caln‘orma Texas, and the Southeast, cotton prices are down nearly 20 percent since early
November. Strong foreign cotton competition and from imported textiles-and apparel,
dechnmg foreign demand have contributed to lower exports domestic use, and prices.

In'1998/99, U.S. rice productlon 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, compared 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 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 all of 1999 hog pnces are expected to average 25 percent-
below the averaga of the 1990s. L

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, fed cattle prices averaged 7 percent lower than in

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

Broiler prices did well in 1998, averaging 7 percent above the year earlier, as production
was negatively affected by below normal 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 consumer demand will likely about offset the increase:
in broiler production helping to hold broiler prices in 1999 above the average of the 1990s.
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~ Farm-level milk prices 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 beingup

~ 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. pro;ected
average about $1 por cwt. lower than last year but above the average of the 19905

To summarize, after 2 years of record and near reécord 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 signifi icantly 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 more 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 mamstay family farms, contmue to be squeezed out
of business.

| attachments:

excerpts from —
- USDA’s Agricultural Baseline Pro;ecttons to 2008 and
Outlook for US Agricultural Trade
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USDA Agrlcultural Baselnne
‘Projections to 2008

Interagency Agr:cultural Prolectlons Commlttee

Introduction -

This report provides long-run baseline projections fof the agricultural sector through 2008
Projections cover agricultural commodities, agricultural trade, ‘and aggregatc indicators of the
sector, such as farm income and food pnces

The projections are a condmonal scenario with no shocks and are based on specific assumptions
regarding the macroeconomy, agricultural pohcy, the weather, and international developments.
In particular, the baseline 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 not intended 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 external circumstances. Thus, the baseline provides a point of departure for
discussion of altematlve farm sector outcomes that could result under different assumptlons

'I‘he projections in thls 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 judgmental 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 World Agricultural Supply and Demand Estimates report.
The projections do not include the S-year data revisions for agricultural commodities released by
USDAS National Agricultural Statistics Service in late-1998 and 1999. Also, the baselmc does -
not reflect effects of the recent currency devaluatmn in Brazil.

Summary of Projections |

‘This year$ baselme 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 demand or mcmasmg world supphes 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, page 96 and page 106). Key to baseline projections for

- agricultural trade are macroeconomic assumptions depicting these situations. As such, there are

- _ two distinct parts of the macroeconomic forecast. In the near to medium 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' : :
economic growth, although projected growth for crisis-affected Asian countries is lower than in
prckus USDA baselines. For Russia, negative growth is assumed through 2000, w1th posmve
€conomic gains resummg m 2002, followed by modest growth in later years. -
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. Addmonally, growth in world grain trade is affected by rclatlvely moderate gains projected
- for import demand by China, reflecting changes in.a number of key assumptions (see box,

page 93). Revised agricultural policy assumptions for China provide governmental support
to rice, wheat, and corn, 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. Fmally, an assumption of a declining real
exchange rate against the U.S. dollar starting in 2001 reduces net agncultural 1mport
demand in Chi na. . .

. 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
: compctition throughout the baseline. Increased yield growth for corn, wheat, and soybeans
in Argentina and conversion of undeveloped land for soybeans i in Brazil, for example are
prOJeeted in the baseline (see box, page 103) A

Asa consequence, in the initial years of the baselme, 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 gams in trade and U.S. agricultural exports. This leads to
rising nominal market prices, gains in farm income, and 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, reflectmg the reduced role of the government
in the sector under the 1996 Farm Act

Consumer food prices are projected to continue a lon g-term trend of rising less than the general
inflation rate. Trends in consumer food expenditures towards a larger share for meals eaten
away from home are expected to continue. ‘

, Macroeconomxc 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 first half of the baseline. There are two distinct parts of the .
forecast. In the near 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 to more stable long-term economic growth, although assumed growth rates are
lower than previous 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 regions 1991-1996
- average annual growth of 8.1 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 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 d1versrfy their diets and 1nclude more meats and other hlgher valued
food products.

" For transition econommies, growth is expected to remain strongest among the countries that are
further along in the transformation from centrally planned to market economies. Countries of -
Central and Eastern Europe, partlcula.rly 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 showmg negative growth through 2000. FSU countries are
assumed to return to modest rates of economic growth by 2002.

Developed countries are relatively unaffected by the Asra 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 Statés, are projected to grow at lngher

rates than'in the 1991-1996 period; 2.4 percent compared wrth 1 9 percent. Low inflation and
interest rates characterize the outlook.

The economy of the Umted States is only moderately 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 gams in productivity.
Inflation i is projected at 3.0 percent for 2003- 2008

Desplte the near-term declines in economic activity in the crisisaffected 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 during 1991-1996. Stronger growth in developed
countries and in developing 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 decrsrons
as of mid-November 1998.

- Nearly complete planting flexibility is provided under the 1996 Farm Act, allowing producers to
respond to market 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 loan/loan deficiency payment
provisions of the 1996 Farm Act provide an effective perunit revenue floor at the loan rate, with
a countereychcal 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 contract 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 programl was reached in December 1998, but the baseline assumes that Step 2 payments '
) resume in ﬁscal 2003 when the fundmg for the program isno longer capped ‘
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The baselmc assumes that the Conservanon Reserve Program (CRP) w111 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 periodic regular signups and continuous signups. A
competitive selection process is used for CRP enrollments. CRP enrollment bids compete for

~ acceptance into the program, bascd onan environmental beneﬁts index with government costs
taken into account.

The baseline assumes full comphance with all bilateral and multllateral 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 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 mdmdual forelgn countnes 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 set 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 remains at $478 mllhon for subsequent
years as wcll

PL. 480 program levels declme in fiscal years 2000 and 2001 and are then assumed constant for
the rest of the baseline. Program levels projected for the GSM-102 and GSM-103 credit
guarantee programis 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.

Cropé

In the initial years 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 years of the baseline, 1999/2000 to 2001/02. 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 growthin -
import demand i in some markets, such as for grains to China.

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

' surpassing the recent 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 of current agricultural leg:slatxon facilitates acreage
' movements by allowing producers to respond to market prices and returns, augmented by
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marketing loan benefits in low price years. Marketing loan benefits mﬂuence the cropping mix
somewhat in the early years of the baseline when many prices are relatively low, but projected
acreage gains in the longer term reflect land drawn into production based on strengthening
market incentives. Yleld gams for many crops are sufﬁc1ent to mitigate some of the pressure on
total land use. : |

Projected gains in demand for U.S. soybeans, barley, and rice are driven primarily by domestic
markets, with larger absolute increases and growth rates than exports. Increases in corn use also

. are larger in the domestic market than in trade, although corn 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 corn

exporter until 2005/06, 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 terms 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 2002/03
when the EU is projected to be able to export wheat without subsidies. Cotton exports benefit
from the assumed resumption of Step 2 payments in 2002/03

‘Domestic demand for most crops is projected to grqw shghtly faster than population. Growthin
domestic use of rice reflects a greater emphasis on dietary concerns and an increasing share of
domestic population from Asia and Latin America. Gains in corn sweetener use and corn used
for ethanol production also exceed population growth rates. Increases i in domestic soybean crush
reflect continued strong 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 yarn, fabric, and semi-finished products will promae growth in domestic mill
use of cotton, although increases in textile imports, mostly apparel, and competmon from man-
made fibers limit domestic gains.

Stocks-to-use ratios decline for corn, 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 [J.S. meat complex in the near term reflect the sharp decline of grain and soybean
meal prices from the very high levels of the 1995/96 crop year. In the longer run, lower feed
prices than in 1995/96, replenishment of forage supplies, low inflation, domestic demand
strength, and gains in export sales are expected to contribute to producer returns that encourage
higher pork and poultry 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 million head in 2002-2004 before turning downward again as producer
‘returns provide economic incentives for only a brief and moderate expansion. Additionally,
shifts toward a breeding herd of larger-framed cattle and heavy slaughter weights partially offset '
the need for further expansion of cattle inventories. The beef production mix continues to shift
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toward a larger propertion of fed beef, with almost all steers and heifers bemg fcedlot fed. Beef
production also continues to move toward a higher graded product being directed toward the
hotel-restaurant and export 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
~ along-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 Pacnﬁc Rim rccovers

The pork sector w1ll continue to transform into a more vertlcaliy coordmated mdustry w1th 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 vemcally coordinated
industry structure, the hog cycle is dampened. As a result, a slow expansion in pork production
begins in 2002 and continues for the remainder of the baseline. The United States becomes an
increasingly important net pork exporter, in part reflecting environmental constraints fora
number of competitors 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 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 rnoderate gains. Following slower growth in sales to Asia and a sharp
reduction in exports to Russia in 1998 and 1999 a slow recovery is projected for poultry cxports
to both markets . ‘

Decreases in real prices of meats combined with increases in real disposable income allow
Lconsumers 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, reﬂectmg
its lower production costs and prices relative to other meats. On a retail weight basis, poultry
consumption is projected 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 meat producing sectors respond to perceived consumer demand. The beef sector
is moving toward an increasingly segmented market, with higher graded, consistent-quality A
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-rcstaurant
market as well as at retail. The poultry sector, already with a highly integrated structure,
continues to devc,lop new products with the current trend toward home meal replacement in -

- grocery stores.

Per capita consumption of ‘eggs stabilizes in the baseline as grcatét use of eggs in processed
foods, reflecting consumer use of more convenience foods, offsets declining shell egg use.

, High milk-feed 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
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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 commercial use of dairy products will be led
by sales of cheese and dairy ingredients for processed foods, whlle fluid milk sales are stagnant.

-Farm Income and F' arm Fmancxal Condltlons

Farm income and financial conditions in the U.S. agncultural sector reflect adjustments in the
* near-term, followed by 1mprovernents beyond 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, 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. Addil tlonally, increased govemment payments bolster farm 1ncomes for 1998 and
1999 : :

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 marketplace for its income as direct government
payments fall and represent about 2 percent of gross cash income by 2008. Both crop and
livestock receipts are up in nominal terms due to larger productton and hlgher pnces 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 farm incomes and relatively low interest rates assist in asset accurnulation 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

20 percent in the mid-1980s, declining to near 13 percent by the end of the basdine. With asset
values i mcreasmg more than debt, farm equxty rises significantly. Increasing nominal farm
income in the baseline, combined with rising farm equity, means relative stabthty in the financial
‘condition of the farm sector.

Managcment of risk will be important for farmers 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 efﬁcnent and better managers acqmre the productmn resources of exiting

- farmers.
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. Food Prices and ExpendituresA :

Retail food prices in the baseline are projected to rise less than the general inflation rate,
continuing a long-term trend. The largest price increases generally occur among the more highly
processed foods, such as cereals and bakery products and other prcpared foods. Prices of these
foods are related more to the costs of processing and marketing than to the costs of farm
commodities. Expenditures for meals eaten away from home account for a growmg share of
food spendlng, reaching almost half of total food spending by 2008

Agricultural 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 stemming from productivity gains by other exporters, particularly
Argentina, and from developing and transmon economies where currencxes have been sharply
devalued

Longer term prospects for global and U.S. trade remain relatively bright. Based on the outlook
for an Asian recovery 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
voiume of global trade in bulk agncultural commodities is projected, with broad-based

expansion across developing rcglons, including China, South and Southeast Asia, Latin America,
North Africa, and the Middle East. Income growth in developing counmes will continue to have
a large impact on demand for agricultural goods, both through increases in direct food use and
through derived demand for hvestock feeds to mcct rising meat demand

Future trends in China’ agricultural tmde remain an 1mportant quesnon in the global outlook
Significant uncertainty regarding basic data and future policies, combined with the size of
Chinas agricultural economy, make alternative trade projections both plausible and globally
significant. The current projections indicate only modest growth in Chinas import demand for
most bulk commodmcs, partxcularly wheat and coarse grains.

In the near term, world commodity prices will be depressed by the combmatlon of weakened
global demand and increased exportable supplies from traditional and nontraditional competitors.
Prices are projected to strengthen over the longer term, as supplies ad]ust 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 productlvxty gains contmue to outpace growth in
demand. .

Tradé in grains is expccted to lead the stronger pro;ected growth of bulk commodity trade during
2000-2008. Projected growth in coarse grain 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 trade w1ll also contmue to expand in response to nsmg
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‘incomes in developing countries. Trade in soybeans and meal w111 benefit from thc expansmn of
developing country feed-livestock sectors. Raw cotton demand and trade beyond 2000 are-
projected to be stronger than in the 1990s, but slower than in the 19803 when there was mcreased
substltunon of cotton for syntheuc fibers. :

U.S. export growth-is prolectcd to strengthen for most bulk commodmes 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 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, benefiting from nsmg demand and reduced competition in some countries.

. Global meat demand and tradc and U.S. meat exports will be depressed in the near term by the
slowdown in 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

: 1mport demand is lﬁ.ely to be depresscd for 3 to 5 years by the 1mpacts of the recent economic
crisis. : :

The total value of U. S. agncultural exports is pro;ected to decline in 1999 and 2000, but then
increases to almost $73 billion by 2008. Weak global demand and prices hold down the value 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 fiscal 2008 of nearly $23 billion.
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Table 8. Selected supply, use, and prica
1997 998/99

Yields 1/ : . :

. Com 127.0 133.3 1317 133.4 1351 1368 1'38..5 1402 141.9 143.6 1453 147.0
Sorghum . 695 66.5 68.7 69.3 69.9 705 FAR 71.7 72.3 72.8 73.5 741
Barey 58.3 59.9 60.6 61.2 61.8 62.4 630 836 642 64.8 65.4 66.0
Qats 605 . 605 §9.6 59.9 602 - 60.5 60.8 61.1 614 = 617 62.0 62.3

“Wheat ’ 387 43.3 395 . 398 40.1 40.4 40.7 41.0 413 418 4.9 422
Rice 5,896 5,660 5,905 5835 5964 5994 6.024 6,054 6,084 8,115 6,145 8,176
Upland cofton 673 606 680 689 698 707 718 725 734 743 752 761
Soybeans - . 38.8 38.6 40.0 L4085 . 410 415 42.0 425 43.0 43.85 . 440 445 .

Production 2/ . . ’

Com 9,366 9836 - 9,680 ' 9670 8,795 10,055 10,320 10,515 10,715 10,640 10970 11,100
Sorghum | 653 521 600 616. 620 - 650 655 660 680 685 690 710
Barley 374 358 390 380 395 . 400 - 410 420 425 430 430 435
Qats 176 170 165 160 155 155 160 160 160 160 160 . 160
© Wheat- 2,527 2,557 2228 2,281 2,368 2456 2,511 2,546 2,585 2621 2,656 2,713

"~ Rice 178.9 180.4 186.7 187.6 188.6 189.5 190.5 1914 1024 1933 194.3 195.3
Upland cotton 18,245 12,785 17,400 17,400 17,200 17,700 18,000 18,300 16,500 18,800 18,600 18,900
Soybeans - 2,703 2,783 2,858 2,830 2,798 2,715 2,830 2,805 2,978 3,030 3,085 3,145
Com 1,504 1878 ~ 1,718 1,825 2,000 2050 2,150 2,225 2,300 2375 2,425 2,500
Sorghum : 212 . 195 225 2385 240 250 255 260 270 280 290 300

 Barey 74 as - 70 70 70 70 70 70 70 70 70 70
Qats 2 2 2 2 2 2 2 2 2 27 2 .2
Wheat : 1,040 1150 1,175 1,250 1,250 1,300 1,325 1,350 1375 1400 - 1,450 1,500
Rice 85.2 85.0 848 - 87.1 87.5 875 87.7 87.8 - 87.9 880 88.0 882
Upland cofton 7,060 4,180 5,100 6,500 6,300 6,500 6,700 6,800 6.900. 7,000 7.100 7200
Soybeans ° 870 840 930 965 965, 955 958 965, 990 1,015 1,040 1,065
Soybean meal 9,350 8,850 9,200 9,600 9,700 9,600 9,500 9,450 9,350 9,300 9,350 §,425

Ending stocks 2/ , - : : ‘

: 1,308 1,779 1,859 1650 1,389 1,239 1,189 1,194 1,234 1234 1,224 1174
Sorghum 49 55 55 .13 50 88 = 55 66 80 . 60 50 45
Barley 120 118 118 117 18 113 116 119 117 115 113 111
Oats 74 72 - 74 70 70 &9 72 74 75 75 74 B
Whaat 122 827 873 493 - 450 435 440 444 451 459 440 417
Rica 217 246 272 217 278 281 283 284 286 207 289 291
Upland cotton 3822 2224 3,919 3,819 3619 3619 3,619 3,719 3819 3919 3919 ‘4,119
Soybeans, 200. 385 480 490 435 3500 - 295 218 2710 265 260 255

Com . 243 2.00 2.00 210" 230 248 250 250 2.50 2.50 250 255
Sorghum 221 1.85 T 185 185 o215 2.30 230 2.30 2.30 T 230 235 240
Barley 238 1.95 180 200 2156 225 230 2.30 2.30 2.30 - 2.30 235

- Qats 180 . 1145 1.18 125 135 148 145 145 1.48 1.45 145 1.50
Wheat 3.38 285 3.00 ass @ 378 3.90 . 4.00 4,05 4.05 4,05 415 425
Rice 9.64 9.25 9.00 8.10 .15 9.26 8.44 9.62 2.81 9.99 1017 10.37
Soybeans 847 5.45 485 455 490 535 5.65 5.80 5.90 585 . 6.00 - 68.10
Soybean ot 0.258 0268 0.255 0245 0243 0253 0.270 0.288 0.303 0.310 0.308 0.303

mmﬂ 1655 1450 125.0 1286 146.5 161.0 165.0 163.0 161.0 159.0- 16156 168.0

1/ Bushslspormoxeaptfmmlandmﬂonwdrba(pouﬂswm) :
2/ Million bushels except for upiand cotton (thousand bales), rice (million hundredweight), mwybeanmai(m:sandm)
&/ Doflars per bushel except for soybean ol (per pound), rice (per hundredweight), and soybean maal (per ton). )
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Tabie 8. Com baseling-

em_ 897/88 _1898/99 1899/2000 ; 0/0 v o 0 13/04 -‘.h‘mmmw.:

Acreage (million acres): ' '

CRP acres: ‘ , V , , , :

Cropping history 1/ 47 39 40 44 45 45 44 44 44 44 44 a4
Planted acres - 802 808 800 790 790 800 810 815 820 820 820 820
Harvested acres- 737 738 735 725 725 735 745 750 755 755 755 . 755
Yields (bushels per acre):
" Yieldharvested acre 1270 - 1333 1317 1334 1351 1368 1385 1402 1419 1436 1453 147.0
Supply and use (million bushels): ' ‘ v

Beginning stocks 883 1,308 1,778 - 1,859 1,650 1,389 . 1,239 1,189. 1,184 1234 1234 1,224
Production « 9,366 0836 0680 9670 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 11464 11,454 11,569 11,714 11,919 12,084 12,214 12,334
Feed & residual 5664 5850 5950 6025 6100 6,150 6,175 6200 6250 6300 6,350 6,400
Food, seed, & Industial 1,782 1,850 1,885 1,930 1975 2015 .2,055 2095 2,135 2175 2215 2260
Domestic 7446 7700 7835 7955 8075 8,165 8230 8295 8385 8475 8,565 8,660
Exports 1504 1,675 1,775 1925 2000 2050 2150 2225 2300 2375 2425 2500
Total use 8950 9375 9610 9880 10075 10,215 10,380 10,520 10,685 10,850 10,990 11,160.
Ending stocks 1,308 1779 1,859 1,659 1,389 1,239 1,189 1,194 1,234 1234 1,224 1,174
Stocks/use ratio, percent 146 190 193 168 138 121 115 113 115 114 111 105
Prices (doltars per bushel): ' ‘ ' '
Famprice 243 200 200 210 230 245 250 250 250 250 250 255
Loanrate ‘ 189 189 189 189 185 181 181 189 189 189 189 189’
Variable costs of production (dollars): '

Per acre - : 160.40 15803 15858 16195 166.45 17029 174.11 177.89 181.63 18536 189.09 102.87
Por bushel 126 119 120 121 123 124 126 127 128 129 . 130  1.31

FRetums over variable cosits (dollars per acre): L
Market retums 14821 10857 104.82 11&19 144.28 164.87 172.14 172,61 17312 _173.64 174.16 181.98

1/ The cropping history allocation Is based on 1996 planﬁngs on farms with CRP ameage. andis used asa general
tndtcator Influencing léind available for plantings
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Table 13. Wheat baseline
ltem

'Acreage {miillon acres):

“CRP acres: ’ ' ’ . .

Cropping history 1/ 9.1 9.5 9.8° 109 112 114 116 116 116 116 116 116
Planted acres & K v66.2 4.0 65.0 §7.0 §9.0 700 7085 © 710 715 720 - 73.0
Harvested acres 63.6 59.1 , 56.4 '57.3 590 608 617, 62.1 62.6 83.0 634 643
Yields (bushels per acre): _

Yieldharvested acre " - 397 433 395 398 401 404 407 410 413 416 419 422

Supply and use {miillon bushals): _
Beginning stocks . 444 722 827 673 493 450 435 440 444 451 459 440

Production 2,527 2557 2225 2281 23668 2456 2511 2546 - 2585 2621 2,656 2713
imports - 95 9 95 100, 115 115 115 115 116 115 115 115
Supply . 3,085 . 3370 3147 3054 2974 3,021 3081 3101 3144 3187 3230 3,268
Food @17 @25 935 945 955 965 975 985 995 1,005 1,015 1,025
Seed 83 ) 91 94 96 % 97 88 98 100 101
Foed & rosidual 203 375 275 275 225 225 225 225 225 225 225 225
Domestic 1,302 1393 1,299 1311 1,274 1286 1296 1,307 1318 1,328 1,340 1,351
Exports 1,040 1150 1175 1250 1250 1300 1325 1350 1375 1400 1450 1,500
Total use 2342 2543 2474 2561 2524 2586 2621 2657 2683 2728 2790 2,851
Ending stocks ‘ 722 827 673 493 450 435 440 444 451 450 440 417
Stocks/use ratio, percant 308 325 27.2 193 178 168 168 167 168 168 158 146
Prices (dollars per bushel):
Farm price , 338 265 300 355 375 390 400 . 405 405 405 415 425
Loan rate 258 258 258 258 258 25 258 258 258 258 - 258 288
Variable costs of production (doflars): ‘
Per acre - ‘ 7049 6040 60685 7118 7313 7470 - 7646 7812 7976 8139 8304 8470
Per bushel 178 160 176 179 182 165 188 191 193 198 198 201
. Remmovervaﬂabboosu(doﬂamperacre)'
Market retums 6370 4534 4885 7043 7724 8277 8634 8703 6751 8700 _90.85 0465

cropping history | s based on 1996 planungs on fanms with CHP acreage, and 1S Used as a general Indica
inﬂuencing land avallable for plamings , 4
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Tabie 14. Rice baseline, rough basis - ' )
om 1937/98 1@ 1999/2000 2000401 200102 2002/03 m M m m¥ 200708 200809

Acreage (thousand acres): .
Planted 1,056 3215 3200 3200 3200 3200 3200 3200 3200 3200 3200 3200
Harvestad 3034 3187 3,182 3162 3,162 3,182 3,162 3,162 3,162 3162 3162 3,162
Yields {(pounds per acre): :
Yiekiharvested acra 5896 5660 5905 5035 5964 5994 6024 6054 6084 6115 6145 6176
Smplyarﬂwa(mtﬂlm‘m}: ‘ ' ] ' )
Boginning stocks 212 277 46 212 27 218 281 283 284 288 - 267 289
Production 1789 1804 1867 . 1876 1888 1885 1805 1914 1624 1933 1943  195.3
imports . 9.2 100 103 10.5 108 1.0 13 1.6 1.8 122 128 12.8
Total supply ‘2153 2180 2216 2253 2270 2284 2208 2313 2827 2341 2355  237.0
Domestic use . 1014 1028 1040 1051 1062 . 1073  108.4 1096 1107 1118 1A 1142
Exports - 85.2 85.0° 849 871 875 875 87.7 87.8 a7.9 88.0 88.0 882
Residual : 1.0 55 55 55 55 55 s5 85 &5 55 5.5 55
Total use 1876 1934 1944 1977 1992 2003 2016 2029 ' 2041 2054 2066 2079
Endngstocks (milionowt) -~ 277 246 272 277 276 281 - 283 284 288 287 288 294
Stocks/use ratio, percent 7 127 140 140 140 . 140 140 140 14.0 14.0 140 14.0
Milling rate, percont To720 720 720 726 720 720 . 720 720 720 720 72.0 720
Prices (dollars per cwt.): ' ' .
Wordprice © . o 8.45 7.75 7.80 805 &2 8.36 8.52 8.60 8.85 0.02 818 938
. Average market price T 064 9.25 2.00 810 9.5 9.28 9.44 9.62 9.84 889 1047 1037
_ Loan rate 850 8.50 650 650 . 650 8,50 6.50 650 850 850 6.50 8.50
Varlable costs of production (dolfars): ‘ ,
Per acre 368 356 361 a70 382 3% 401 410 420- 428 439 49

Per ewt. ) 8.24 8.30 an 6.24 B8.40 6.53 8.65 8.78 6.90 7.02 7.14 726
Ratumns over variable costs (dollars per acre): - : ' ‘
Market stums - 201 167 171 170 164 184 168 172 . 177 162 1868 192
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Table 15. Uptand cotton baseline

Acreage (million acres):
CRP acres: i . .
Cropping higtory 1/ . ‘l.ﬂ 1.1 11 12 12 12 12 12 12 12 12 12
Plantod acres . 3.8 - 128 133 130 127 129 130 13.0 13.0 129 128 12.8
Harvestod acres 13.0 10.1 123 129 11.8 120 121 121 121 120 119 110
Yields (pourxds per acre): A C )
Yieldharvested acre 873 V 808 680 689 688 ?07 718 725 734 743 752 761
Supply.and use {thousand bales):
Beginning stocks 3,020 3822 2224 3,918 3,819 3,619 3,619 3.81{3 e 3.319 3,919 3919
Production 1£,245 12,785 17400° 17,400 17200. 17,700 18,000 18,300 18,500 18,600 < 18,600 18,000
Importa . 13 300 200 5 - 5 - 5 - 5 5 5 s 5
Supply AN 16,807 19,824 21,324 21,024 21,324 21,624 21,924 ) 22224 22,424 22524 22,824
Domestic use . ’ 14,234 10,500 10,600 11,000 11,100 11,200 11,300 11,400 11,500 11,500 11,500 11,500
Epots. . 7060 4160 5100 6500 6300 6500 6700 6800 6800 7,000 7100 7200
Total use . 101,294 14,660 15,800 17,500 17,400 17,700 18,000 18,200 ' 18,400 18,500 18,600 18,700
Ending stocks 3,822 2,224 3919 3818 3.619 ' 3.619 3819 5.719 >3.819' - 3819 309 4,116
Stocka/use I'El!l?. peorcont 209 152 248 218 208 204 20.t - 204 208 212 211 2290

Prices {dollars per pounf): 2/

Loan rate " . oste2 05182 05182 05182 05182 05182 05192 05192 05182 05182 0512 0512
Vastable costs of production (dollars): o ' ‘ ‘
Perecrs - ' 30441 29923 30770 31488 32478 33420 34325 35224 36124 37026 37939  388.65

Peor pound . 0.45 0 49 045 0.48 047 0.47 048 049 0.49 050 050 0.51

Rstuma over vadable costs (doltars per m) ' _ ’

Markot retums 200.74 157.75 181,49 192.36 197.18 201 56 ‘205.85 2.01 21724
e En— —— —

220.78
1/ The cropping history allocation Is based on 1996 plantings on {arms with CRP acreage, anrllausedasageneml mwmmm

2/USDA is prohiblted from publistiing cotton price projections.
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. Soybeans
Acrsage {million acres).
Plarnted

T8 7 ”ns 710 633 8a.0 888 635 70.3 70.8 713 718
Harvestad . 9.6 e 714 8.9 882 889 674 684 692 69.7 702 70.7
Yiskiharvested acre (bushols) 388 38.8 40.0 405 4.0 415 420 425 4.0 438 4.0 445
" Supply (million bushels) o ,
Begianing atocks, Sep. 1 13 200 385 . 480 - 480 435 38 295 278 265 260
2,703 2,783 2,855 2830 2,795 2778 2.8% 2,905 2,978 3,030 - 3,088 3,145
imports . ] ] 7 - ] 4 T .8 L] ' 4 8 8 10
Total supply 2,639 2,968 3227 3316 3,289 217 3,189 3,208 3264 3,306 3,358 3,415
Oisposition {million busheds) . . o - - . .
( ) 1,597 1815 1,665, 1,716 1,740 1,765 1,790 1815 1,840 1,870 1,900 1,938
Sesd and reskiual : A¥al 148 152 151 149 14T 149 151 154 158 158 160
Exports 2,4 840 830 965 968 . 655 955 965 980 1,018 1,040 1,065
Total disposition 2,839 2,603 2,747 2,826 2,854 2,867 2,804 2,931 2,984 3,041 3,088, 3,160
stocks, Aug. 31 : : - .
Total anding stocks- . 200 365 480 480 438 350 85 275 2rn 285 - 280 258
Stockahsse ratio, peroant 78 14.0 175 173 152 122 102 24 9.0 6.7 84 8.1
Prices {dollam per buahel} - . . . . '
Loan mie - 5.28 528 526 526 492 402 482 492 492 492 4.92 5.00
, fm 847 545 4.85 4.85 490 535 5.85 5.80 5.80 585 6.00 8.10
Variabie costa of production {(dollars): - . : .
Por acre ’ 80.21 80.81 8.7t 8175 8372 8sm a6 89.50 91.20 92.08 9472 098.47
Per bushel 207 208 202 202 204 207 2.08 at 212 214 218 217
Raturrss over variable costs (dolui por m): . : : . .
. Netretums 70.83 120.56 128.89 13128 118.& 138.33 149.83 157.00 162.44 165.84 16828 17408
Soybean ofl (miion pourds) - - . . . .
Beginning stocks, Oct. 1 . 1520 1,384 1590 1,990 2240 2358 2218 1875 1,638 1,558 1,660 1,858
Production ' 1&1‘3 18,250 18,780 19205 . 19,645 19,935 20235 20,633 20,840 21,185, 21,655 21,960
 imports 58 80 [ ™ s " 75 80 85 20 1
Total supply 19, 721 19,690 20,430 21200 21,885 22,568 22,528 22,488 22,555 22,035 23,905 23,910
Domestic dsappearance 15,162 15,400 15,700 16,000 16,300 18600 | 16,800 17,200 17,500 17,800 18,128 18,450
Exporta ) 1178 2,700 2,800 3,050 . 3,300 3,550 3,750 3,850 3,500 2578 3328 3400
. Total demand ' 18,337 18,100 18,500 18,0580 19,600 20,150 20,650 20850 | 21,000 211758 21,45 21,850
Ending stocks, Sep. 30 1,384 1590 1.830° 2240 2,355 2218 1875 1,638 1,555 1,660 1,858 2,080
" Soybean of price [doliars per ib) 0.258 0.268 0258 0245 0243 0253 0270 0288 0.303 0310 0.8 0.303
Soybesn meal (thousand short tont) . . i .
Beginning stocks, Oct. 1 . 210 218 %0 250 50 s 228 25 28 28 26 »s
Production . 38,171 382320 30550 40.610 41350° 41,95 42,500 43,150 3750 44400 45,150 45928
. 55 50 50 s ] ™ 100 100 100 100G 100 - 100
Total supply 38,436 38,500 39,850 40, 925 41,678 42250 42,825 43475 44,075 44,725 45478 46,250
Domestic disappsarance . 28868, 29,600 30,400 31,075 31,750 428 N0 33,600 34,500 35,200 35,900 26,600
. 9,350 | 8,650 9,200 9,600 8,700 9,600 9,500 9450 - 9,350 8,300 9,350 9,428
Total demand 38,218 98,250 29,600 40,675 41450 AZR8 42,600 43,250 43,850 44,500 45250 46,025
Ending stocks, Sep. 30 218 250 250 250 s 25 25 25 28 225 228 . »s
&zybommod prico (doliars per tin) 185.54 145.00 125.00 128.50 148.50 161.00 18500  163.00 181.00 1569.00 18150 168,00
bushel} .
mwﬁrmw ) B L B ] 1.5 1128 1129 1" 11.%0 113 1152 11.33 11.54 11.3% 11.35
Saybean meal . 47.80 42,9 £7.44 £1.50 4750 .50 4750 4180 47.50 4150 47.50 £1.50
Crush dollars 0.90 1.00 1.19 1.27 1.32 138 - 1.33 138 - 1.3‘8_ 1.34 1.33 1.33 .

1/ Het roturms inciude foan rate value when prioss ars lower than the loan rate.
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Table 23. Boeef basoline

~Horn Undts 157
Begirning stocks ML Ibs. 17 .
Commerdal production- ML b, 25304 25687 24075 23492 23495 24,242 24,702 24,829 24550 24498 24871 24563
Change Parcent 0.1 12 83 24 0.0 3z 1.8 0.3 03 02 0.1 02
Fam procuction M, ibs. 106 106 106 108 106 106 108 108 . 106 108 106 108
Totat production M tbs. 25490 25783 24,181 23500 23601 24348 24,808 24735 24,65 24602 24,627 24,668
, M, e, 2,343 26N 2,790 2,600 2,800 2,750 2,700 2,700 2.850 2.850 2,800 2,600
Total supply M. he. 26210 28,868 RTIN W74 2673 27,440 27883 27835 M 7702 27,702 21744
Exports M. Ibs. 2138 2358 2340 2150 2200 2316 2402 2472 2552 2,632 2714 2785
Ending stocks M. he. 485 400 ) 350 338 350 375 400 425 450 475 4715 A 475
Totdl ML tbs. 26,800 26,311 24681 24263 24,188 24757 25081 24,838 24720 24,585 24518 24474
Per capita, carcass woight Pounds 958 873 905 882 . 871 8.4 8.8 a7.8 86.1 85,0 84.0 83z
Per capita, retall woight Pounds 869 631 63.4 81.7° 810 81.9 822 813 603 585 58.8 582
Parcent -1.8 1.8 7.0 25 12 15 0.5 1.4 1.7 1.3 12 - 0
Prices:
Boof cattle, farm $omt €3.34 £0.05 71.00 7083 nn T2.54 T3.45 7525 T30 78.03 30.8"; 8203
Calves, tam Siowt 6227 8209 9375 9682 0067 8668 8996 0391 0748 9069 10184 103.42
Cholos stoars, Nebrasis $omt 88.52 8147 7200 ISR AT TISE V448 7831 7839 8014 BL76 831D
pricn Showt 4182 3786 4281 4170 4143 4011 3943 3023 3512 3883 S48 3800
Yearfing stoers, Oida. City Slowmt 78.18 7280, 835 8824 &1.02 1119 80.12 83.84 8680 'ea7e 20.52 2.11
Deftated prics Skwt 4T AT 4.4 49,78 49.98 45.52 42.08 42.41 43.00 4331 A3.02 42.58 42,00
fRetait: Boe! and veal 199284=100 1368 1365 1390 1421 1457 1438 1438 1472 1511 1542 1589 1502
Flataik: Other meats 1982-84=100 1481 1468 1480 1513 1551 1827 1528 1567 1808 1842 1871 169.4
ERS retail boof . 280 27e 283 289 297 292 292 3.00 3.08 314 a1p 324
Costs and retumns, cow—aw mrpﬂaa:
\fambb axpenses $oow 21691 21187, . 18342 19465 20185 21200 2222 22820 23248 23083 24120 24549
Feed " loow 11852 11958 12372 12720 12009 13280 138.09 14004 14403 14761 15098  154.62
Total cash expenses Sioow 33543 33142 31734 22980 33184 34576 35831  368.24 Y64 38444 39228 40111
Roturns above cash costs Shoow .03 1895 4440 S5TH6 3288 744 1253 . 2386 3585 4284 4836 5247
Catfie Wverdory 1,000head 101,480 99,501 ST5T7 96742 07657 99,189 00,544 00,032 08388  07.814 oads 972
Bosf cow inventory 1000hesd 34271 33853 32926 32241 TS 30233 33378 33,156 32942 T 32756

Jable 24. Pork bassling_
tem

_Dec. 1, provi
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Unts
Boginning stocks ML tbs,
Cormercial production: ML bs,
Change . Porcont
Farm production ML ba. % 0 % 2 33 2 30 30
Total production MiLbs, 17274 18072 19455 19244 10263 10,880 20048 20253 20,468
imports ML bs. 8633 €0 700 660 640 635 645 €50 650
Total supply MLbs, 18273 20,060 20,630 20384 20373 20774 21,143 21,353 21,508
 Exports ML bs. 1044 1232 1358 1270 1,300 1305 1425 1525 1600
Ending siocks M. s, 408 45 490 450 450 450 450 400 400
Total consumption MLbs. 18821 18353 18788 18674 18823 16999 19268 19428 19,538
Per caphte, carcass weight Pounds 626 679 €8 679 6.1 678 682 €82 €80
Par caplta, retall weight Pounds. 487 827 a4 s27 821 527 529 530 528
Change . Parcont. 07 B 15 A5 1 11 068 00 23
Hogs, tamn ‘ $owt 5204 3347 3384 3582 3622 9789 3784 3888 39.70
towa, So. Minn. markat. sfom $1.96 3227 3300 3542 4772 4739 3734 3838 2920
Defiated price : Sowt 3200 1975 1967 2058 2018 2039 1977 1973  19.56
Retalk pock 108284100, 1550 1485 1440 1457 B9 1462 1447 1483 1480
ERS retafl pork 0. 232 . 230 224 227 232 227 225 228 230
Costa and tetums, farvow to fulish: ) .
Varlable axpensss - $ewmt €138 3503 2020 2048 2654 2888 3078 3185 3074
Fixed Sowt 458 818 618 521 §20 8521 524 S30 837
Total cash axpenses Sewt | 4836 4108 3438 3168 3175 3409 3600 3688 .11
Roturms above cash costs $/om s00 861 138 374 587 320 134 153 209
Hog kventory, . . ) .
yoar 1,000hésd 58,141 60018 62200 61388 81, 884 84 62801 63078 64590 65

2 2 30
20858 21304 21,787
%0 e85 - 670
21913 22300 22,857
1,700 1800 1978
W00 400 400
19,81 20,168 20562
@4 6.1 698
531 538 543
08 1.0 12
3958 3a81 768
3808 3831 . 3718
1882 1802 1688
1481 1474 1482
230 229 227
3185 3218 3265
542 648 555
3738 3785 3820
168 088 -1.03
86,388 67,741 69,188
73




Table 27. Egq baseiing

ftem T T997 1698 1999 2000 2001 2003 2005 2008 2007 2008
Beginning stocks M1 doz. 9 7 s 5 5 5 5 5 5 5 5 s
Production  Mldoz 8460 6625 6700 6805 70168 7,121 7,192 7300 7,373 7484 7558 7672
Change = Percent 14 28 25 17 18 1§ 10 15 10- 15 10 15
Imports ML doz, 7 4 8 4 5 5 5 5 s 5. & 5
Tolal supply - MiLdoz 6476 6638 6801 6914 7,028 7,131 7,202 7,310 7383 7494 7,569 7,682

. Fercent 14 25 25 17 16 15 10 15 10 . 1§ 10 . 15
Hatching use Wil doz, 895 922 970 1,019 1056 1,082 1,127 1,184 1,203 1244 1287 1329
Exports ~ Mil. doz. 228 228 243 260 270 275 280 286 200 295 300 305
Ending stocks Mil. doz. 7 s s 5 5 5 s 5 s 5 5 5
Consumption #il, doz. 5345 5483 5583 5631 5608 5759 5790 5856 5865 5949 5077 6,043
Por capita Number 2394 2433 2458 2455 2462 2488 2460 2468 2460 2466 2457 2464
Change . Percent 07 16 08 00 03 02 03 03 03 03 04 03
Pricos: o ‘
Eggs, fam “ Contas/doz. 698 655 624 601 575 567 608 588 649 606 649 608
New York, Grade Alarge:  Cents/doz. 812 760 725 635 665 655 700 680 750 700 750 700
Dofialad wholosaleprices ~ Cente/doz. - 50.6 465 432 . 403 374 357 371 350 374 339 353 0
Rleteil, Grade A, large Cont/doz. 8 14 101 97 83 & 7 o5 103 88 103 98
Retall: Eggs 168284100 1400 1354 1325 1286 1248 1240 1315 1302 1420 1355 1440 1375
Costs and retums: V
Tolal costs « o 7200 6311 6000 5513 5575 6085 6504 67.00 6797 6688 6981 7123
Net retums Contwdoz 920 1289 1250 1437 1075 465 496 001 703 112 510 123

Table 28. Dairy baseline )
Rem

Units

=L

Mik production Bi. s, 157.0 1598.3 1629 1837 1652 1667 1690 1703 1723 1743 17677 1783
Number of cows Lo hood 9200 9,150 100 9000 8810 8830 8765 B680 8605 8530 8,455 B3I80
Milk per cow Pounds 17085 17406 - 17905 18,185 18540 18875 18280 19815 20020 20430 20800 21275
Miikfat basis B, be. 1501 1614 1841 1850 1883 1877 1MW2 . 1714 1738 1755 178 1796
Skim solids . B4, bs. 155.4 1582 1632 164.7 168.1 1878 - 17200 1712 173.4 1783 178.0 179.4
Mikdat basis 130, ba. 07 03 - 09 08 1.1 11 1.1 1.1 1.4 11 1.1 11
- " Skim solids 134, e, 45 s 2.1 1.8 1.8 18 1.8 18 1.8 18 18 18
m: . ' : , + ) N +
Basic Formuia Price S/owt 19280 1318 1190 1285 1945 1410 1460 1485 1515 1545 15.75 1805

Al il . v Sowt 1456 1490 13.00 1385 1455 15.20 15.70 15.85 1625 1655 1885 ° 1715
Ratad, all dairy products  1932-84=100 1486 1565 153.0 1555 1600. 1645 168.5 s 1760 1780 1820 185.0

Ration value $owt 8.12 kAL 6.80 6.85 738 780 8.10 825 835 845 8.5 8.75
$ewa: 115 1191 10.14 11.07 11,48 11.92 1230 12.49 1274 13.00 1326 13.48
Milk-fead ratio Jatio 1.78 2.08 1.91 204 1,88 1.85 1.4 183 185 1.06 1.87 1.98
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Table 29. Farm receipts, expensies, and incomes In nomirial dollars
S A | [ B 1)

3003

2001 2002 2004 52
Bllifor: doltars
Cash receipts: : :
Crops 1121 1047 1020 1044 1083 - 1140 1190 1230 1262 1292 1321 1354
Livestock and products 968 934 960 949 977 1001 1038 1072 1104 1128 1156 1178
All commodities 2087 1980 1880 1993 2060 2141 2229 2302 2366 2420 2477 2532
Famm-related income 118 18 16 16 N7 17 18 118 1§ 120 120 121
Government payments 7.5 128 . 113 8.2 78 8.7 6.1 6.1 6.1 6.1 6.1 - 81
Gross cash income | 2280 2227 2209 2201 2254 2325 2408 2482 2546 2600 2658 2719
Cash expenses 1672 1636 1643 1675 1723 1788 1859 1919 1975 2029 2084 2145
Net cash Income 608 581 566 527 532 537. 550 862 574 ST 574 568
Value of mventory change A 0.4 -1.0 0.4 0.7 1.2 0.8 0.4 0.2 0.3 02 0.1 0.0
Non-money Income 107 113 18 118 19 120 121 122 122 125 127 130
Gross fam incoms 2383 2330 2324 2327 2366 2454 2504 2605 2671 2727 2787 . 2843
Noncash expenses 158 158 161 158, 153 149 145 1389 132 133 134 136
Operator dweliing expenses 55 5.6 57 .57 57 57 57 58 58 58 58 5.8
Total production expenses 188.4 1851 1861 1889 1833 1994 2061 2116 2186 2220 2276 2339
Net farm income . 498 480 464 438 453 460 473 480 505 506 510 504
Farm assels 10888 1,124.7 11628 1,1892 12260 12710 13250 1,381.2 1,436.4 14888 15478 1,607.2
Ferm debt 1654 1704 1691 1736 177.6 1828 1884 1935 1987 2035 2083 2138
Farm equity 9234 8543 9938 10158 10484 10881 11366 11877 12077 12854 13393 1.3936
V Parcent .
Debt/equity ratio 179 178 170 174 169 168 166 183 161 158 158 153
Debt/assets ratic 152 152 145 146 145 144 142 140 138 137 135 133
Table 30. Farm recelpts, expenses, and incomes in 1992 doflars : :
— %7 1998 1990 2000 2001 2002 20032004 2005 006 2007 2008
. Bilon 1992 dofiars 1/ ‘
Cash reoeipts: . ' . .
Crops 1005 924 878 875 881 . 901 14 918 S18 911 805 902
Livestock and prodiicts 866 824 827 T8 795 79.1 798 801 802 786 792 785
_ All commodiios 1870 1749 1708 1672 - 1678 1693 1713 1718 1717 1707 1698 1688
Farm-elated income 106 104 - 100 97 95 9.3 8.1 69 87 8.4 8.2 8.1
. Govemment payments 67 114 97 17 63 5.3 47 45 44 43 4.1 40
Gross cash income 2043 1087 1903 1847 1834 1836 1851 1853 1848 1634 1822 1807
Cash axpenses 1408 1445 1415 1405 1402 1414 1428 1433 1434 1431 1428 1420
Net cash income - 545 622 488 442 432 © 425 423 420 414 403 303 379
Value of inventory change ‘04 09 03 08 10 07 03 02 02 o4 01 00
Non-money Income 96. 100 102 100 97 95 9.3 91. 89 88 87 88
Gross farm income 2138 2068 2002 1952 1941 1940 1947 1846 1938 1823 1910 1894
Noncash expenses : 141 140 139 132 125 118 111 10.4 98 94 82 9.0
Operator dwelllng oxpenses 4.9 4.9 49 . 4.8 4.6 45 4.4 4.3 42 4.1 4.0 39
Total oxpenses. - 1689 1634 16803 1585 167.3 1577 1584 1580 1572 1566 1560 1558
Nat farm income- 47 423 400 3By 388 364 364 366 366 3BT 350 336
Farm assets. 9769 9932 10019 9978 9975 1,005.0 10182 1,031.5 10424 10500 10607 10705
Farm debt 1483 1505 1457 © 1456 1445 1448 1448 1445 1442 1435 1428 1423
Farm 8277 8427 8562 8520 B53.0 604 6734 8860 8982 0065 9180 9292
: wuommmaonamamdmsadbye\eeopmm
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Agrlcultural Trade

Growth in global agncultural 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 supported 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 currenc1es have been sharply devalued.

- Longer term prospects for global and U.S. trade remain relatively brlght The.Asian econormes
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 cieveloping countries is expected to drive faster gains
in agncultura.i trade after 2000. Trade expansion will also be aided by freer trade associated with
ongoing unilateral policy reforms and existing 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 Africa, and the Middle East. The FSU, formerly a key grain importer, is not expected to
be a source of significant import demand over the projection period. Higher incomes in ’
developmg countries, where consumers tend to spend a relatively large share of new income on
food, will be a key determinant of demand and trade growth. As incomes rise in developmg
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 China$ agricultural trade remain an important question in the global outlook.
Significant uncertainty regarding basic data and future policies, combined with the size of
China} agricultural economy, make alternative trade projections both plausible and globally
significant. The current projections indicate only modest growth in China} import demand for
most bulk commodities, particularly wheat and coarse grains. Recent developments in China
suggest that there is still significant potential for boostmg crop yields, and that historical growth
in meat demand and feed use has been slower than once thought '

World commodity pnces are expected to remain deprcssed 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, real prices are projected to
continue to decline over the longcr term as producu\flty gams contmue to outpace growth in
dernand
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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 a.nd
urbanization in developing countries. Trade in soybeans and meal also is projected to show sohd
long-term growth as a result of the expansion of meat consumption and production in developmg '
countries. Raw cotton demand and trade are expected to strengthen after 2000, but growth is
expected to be slower than i in the 1980s, when there was increased substitution of cotton for
synthcnc fibers.

Table 33. Intemational trade summary, by decade or indicated period 1/

Coarse Soybean Soybean
‘Years  Wheat Rice gra:ns Soybeans meal oil Cotton .

. World trade growth, annual percent 2/ RS . '

1960 to 1970 ¥/ 11 22 49 114 144 113 08

197010 1980 47 49 8.7 8.2 1.7 12.8 1.2

1980 to 1990 03 06 -1.0 -0.4 29 0.5 2.5

1990 to 2000 - 0.7 6.1 0.4 © 5.3 44 66 -09

2000 to 2008 23 27 28 1.6 1.9 28 .19

U.S. export growth, annual percent.

1960 to 1970 3/ 08 63 38 126 130 53 54

1970 to 1980 64 68 127 7.2 58 54 6.1

1980 to 1990 -33 05 07 @ 37 1.8 55 23
11990102000 04 05 0.4 47 57 116 -1.7

2000 to 2008 23 08 33 1.3 0.4 3.3 1.6

us. share of world trade, average percent 2/ A A
196010 19703/, 376 19.0 50.0° 906 656 666 183

1970t0 1980 -~ 43.0 221 594 826 - 435 375 198

k 1980 to 1990 - 373 202 59.4 726 287 ‘193 215
1990 to 2000 313 140 6580 645 19.7 161 ° 251
2000 to 2008 336 94 573 62.2. 202 222 246
e e —

1/ Years refar to the first year of the commodity marketing year. :

2/ Trade and trade shares include intra-FSU trade for periods starting in 1990
and later; intra-FSU trade for cotton also i is included in the 1980 to 1990 and the
1970 to 1980 periods: B

3/ Data for z;oybeans, soybean meal, and soybean oil begini m 1964.

- U.S. exports are prolected 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. corn 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, desplte weaker market prices. U.S. raw cotton exports are pro;ected to
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‘strengthen in the longer term, beneﬁtmg from nsmg demand and reduced cempetmon in some
countries.

Global meat demand and trade, and U.S. meat exports, wﬁl be dcpressed in the near term by the
slowdown in 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 markets. Already negotxated
reductions in trade barriers will support gains in meat trade in East Asia. Although FSU import V
demand is likely to be depressed for 3 to 5 years by the recent economic crisis, imports are
expected to rebound in the longer term, with the return of modest economlc growth and only

‘ slow expansmn in the domestic feed-hvestock sector.

US. 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 rcsultmg agricultural trade surplus in ﬁscal 2008 is projected at $22 5
bxlhon.

Table 34. U.S. agricultural trade values, baseline projections, fiscal years

1935-2008-

1997 1998 1995 1/ 2000 2001 2002 2003 2004 2005 2006 2007 2008 growth rate
‘ , o Billion dollars . Porcent
Agricultural exports: . Ct ‘

Animals and products 114 112 113 114 119 123 129 135 142 148 154 159 35
Grains, feeds, and products 165 14.1 139 141 158 (7.0 181 189 195 201 212 214 42
Oilseeds and products 114 111 g3 74 72 77 82 87 80 93. 86 9.8 -1.2
Horticultural products 106 103 101 107 114 120 127 134 142 149 157 165 48

Tobacco, unmanufactured 1.6 1.4 14 14 i4 14 14 13 1.3 1.3 1.3 14 0.6 ..
Cotton and linters. 27 25 1.6 19 24 24 25 26 28 27 27 28 10
Other exports . 3.0 29 29 36 38 38 44 42 44 45 46 48 52
Total agricuftural exports 573 536 505 50.2 538 567 509 628 652 €76 706 726 3.1
- Bulk corimodities exports - 23.3. 200 - 180 175 187 210 225 238 242 250 262 265 28
. High-value product exports 339 3836 325 327 342 357 374 392 410 427 444 461 3.2
Hngtwalue pmduct sharo T 59.2% 62.7% 64.4% 65.1% 63.5% 62.9% 62.4% 62.5% 62.8% 63.1% 62.9% 63.5% :
Animals and products 64 68 68 68 0 74 4 17 80 83 86 9.0 28
Grains, feeds, and products 29 2.9 30 30 "3t 3.2 33 3.4 3.8 3.7 a7 3.7 2.5
Ollseeds and-products 22 22 24 25 26 29 32 32 35 35 836 as 5.0
Horticultural products ’ 127 139 145 151 158 165 17.2 179 185 192 187 203 3.9
Tobaccs, unmanufactured: 12 08 0 {11 11 12 12 18 13 13 13 13 50
Sugar and related products . 1.8 17 1.8 1.9 20 22 238 24. 25 25 25 25 3.9
Coffes, cocoa, and rubber .. 64 63 65 66 67 67 67 68 68 69 689 7.0 . 1.0
Otherimports =~ - 24 2.4 26 265 25 28 25 25 25 25 25 26 09

Total agricultuml irrpom a5.8 37.0 385 396 408 -423 437 452 467 479 488 500 o8t
Netagriculturaltradeba!anoa 215 - 1668 120 106 131 145 161 176 185 198 217 225 - — 3.1

1/ The projections were completed in November 1998 based on policy decisions and other information known at that time. For updates
of the nearby year foracasts, see USDA's Out!ook for U.S. Agncunumt Trade ropont, published in February, May, August, and

- December.
Note: Other exports conslsts of seeds sugar and tmplcat produds and beverages and prapa:aﬂons. Essential olls are included in
horticultural products. Bulk commodities include wheat, rice, feed grains, soybeans, cotton, and tobacco. High-vaiue products (HVP's)
is calculated as total exports lags the bulk cormmodities. HVP's includes semi-processed and processed grains and oilseeds, animais
and products, horticultural products, and sugar and tropical produas. Other imports includes seeds beverages except beer and wine,
and mlsceﬂaneous commoaditias, )
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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
animals 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,

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 increases 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 component of U.S. agricultural imports, are expected to
increase by $6.4 billion from 1998 to 2008, with average annual growth of 4 percent. Beverages,
fruits, and vegetables will be supphed largely by Mex1co, Canada, Chile, and the European
Union.

Foreign 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. Bilateral agreements affecting 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 (beef) are examples of agreements for which full compliance is
assumed. In contrast, no comphance is assumed for any agreements not formally ratified by
November 1998.

For mulnlateral agreements the projectxons assume full comphance with thc internal support,
market access, and export subsidy provisions of the Uruguay Round Agreement on Agriculture
by all parties to the agreement. Several potential multilateral agreements that could have a
sxgmﬁcant impact on agricultural trade are now under consideration, but are assumednot to
occur m these pmjecnons These mclude

» No accession to thc World Trade Orgamzatxon (WTO) by the FSU, China, or Taxwan

« No enlargcment of the EU-IS to add one or more Central or East EBuropean countnes,

» No implementation of more liberalized trade among the A31a-Pac1fic Econormc
' Cooperatxon (APEC) counmes, and;

« No expansion of NAFTA to include additional countries.

USDA Baseline Projections, February 1999 ﬁ . 8T
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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 volume. For
example, the volume of corn exports is forecast up 17 percent, to 44
mllllon tons, whlle the value is v1rtually unchanged at $4.3 billion.

. U.8. agr1cultural imports are forecast to be $38 bllllon in fiscal 1999
up $1 billion from 1998. Most of the increase is accounted for by
horticultural products. The agricultural trade surplus, forecast at $11
billion, is the lowest since 1987. :

As of this issue, thls'publlcatlon is renamed Outlook for U.S.
Agricultural Trade from Qutlock for U.S. Agrlcultural Exports, reflectlngA
the 1ncreased emphasis on 1mports ‘ ‘

Table 1--U.S. agricultural trade, fiscal years,»1994—1999
-- Year endzng September 30 --

---—-——__.-.._—-———-——..————-————-——-———_—__.._—..-—-—..—-.—_—_—-——-—---—--—.—-—-——_

Item = - 1994 1995 1996 1997 1998 1999 Projected
: : : ' Nov. ‘Feb.
_ o —-Bllllon 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

' --Million metric tons -- . _
Ex. volume 127.5 169.7 158.4 147.3 142.0 149.8 146.7

-—_—m-—-—.———-—.-——-—.._--—-.—.--.-.—-—-————_.-_--...._——-————--————-_-..—-__———————

This outlook reflects commodity forecasts in the Feb. 10, 1999, WOrld
Agrlcultural Supply and Demand Estimates.




" Commodity Highlights

The forecast for fiscal 1999 exports 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 reduced 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 year-over-year increase in wheat export volume
although not as large as envisioned in November. Since then, world
inport demand was reduced and Argentina is now expected to export more.

,Table 2--U.8S. agrlwultural exports: Value by commodlty, 1997-1999

—— ot = —— o~ (> " " (" " -~

‘ : October-December Fiscal = Fiscal 1999
Commodity ‘ - 1997 - 1998 1998 Projected
: : ~ Nov. ‘Feb.

—— . ———— WD ———— - - WS W V. W —— A" —— . — ——— — ] ——— — . VW A W W W . =W W - o —— -

: _ ~--Billion dollars--
Grains and feeds 1/

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 2/ 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 0.621 2.411 2.3 2.3
Oilseeds and products 4.683, ©3.151 11.080 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
Soybean 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 & 11nters 0.656 - 0.681 - 2.537 1.6 1.4
Seeds 0.253 0.254 . 0.838 0.9 0.9
Horticultural prodncts 2.820 2.763 - 10.318 10.1 10.0
Fruits & preparations 0.842 - 0.823 3.202 3.0 2.9
Vegetables & preparations 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 3/ - ©16.231  14.333 53.629 50.5 49.0

-_.-.__...-—.-—..——-—.———.-———_-..--—-—..—-——_..._..._——.—..-.--————-———.——...—.-.._—_-—-....-—.—-——

1/ Includes pulses and corn products. .2/ Includes corn, barley,
sorghum, oats, and rye. 3/ Totals mlght not add due to rounding.



U.S. coarse grain exports are raised 1.2 million tons and $100 million
to 49.4 million tons 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 offsettlng corn volume gains, sorghum o
exports are reduced 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 Argentlna

Fiscal 1999 rice exports are forecast to reach 3.2 mllllon tons valued
at $1.1 billion. This represents a 200,000-ton increase from the ‘
November estimate. Export value is restralned due to somewhat lower -
prices, the result of a larger proportlon of rough rice shlpments and
generally reduced world rice prlces U.S. export volume is 1ncreased '
~due to larger shlpments to Brazil. o

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 33.8 million tons valued at $8.6
billion. Soybean. exports are reduced 800,000 tons and $400 million to
22.3 million tons valued at $4.7 billion. ' This reflects an average
export price of $312/ton for soybeans, 4.5 percent 1ower than the
November : :

Table 34—U S. agriculturai exports: Volume by commodity, 1997-99

W - - — W - A . W A T W S W N W W W e W o P M S W W S GRS 8 S - W o —

o October-December = Fiscal Fiscal 1999
Commodity S C 1997 1998 1998 Projected
o ' ' ‘ . » ‘Nov. - Feb.
_ ‘ : --Million metric tons-- ‘
Wheat - . ' 6.729 7.827 25.800 31.5 28.5
Wheat flour : o 0.141 - 0.246 0.459 0.5 0.6 -
~Rice 0.734 1.147 - 3.315 3.0 3.2
Coarse grains 1/ ' 11.597 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
Oilseeds and products : 15.564 12.362 36.018 35.1 33.8
Soybeans , - 12.063 9.052 23.287 23.1  22.3
Soybean meal. S 2.359 1.924  8.464 7.8 7.2
Soybean o0il - 0.381 0.413" 1.396 1.2 1.2
Beef, pork & variety meats 0.398 0.390 1.559 1.7 1.7
Poultry meat 0.688 0.562 2.663 2.3 2.3
Animal fats 0.232 . 0.187 1.365 1.3 1.3
-Cotton & linters o . 0.401 0.462 1.602 1.0 0.9
vHortlcultural products 1.956 1.971 7.414 7.3 7.1
- Other 1.641 1.876 6.169 6.0 - 6.0
Total agrlculture o 43.139 - 44.411 142.012 149.8 146.7
Major bulk products 2/ 31.524 32.740 97.964 106.8 104.3

.——--—---—--——-——---———.—-_-.-——_—-—-—-_.-_—-.--——-—.—-——-——u——-——-_...__—-—_-—-.—u-—-

1/ Includes corn, barley, sorghum, oats, and rye. 2/ Includes wheat,
rice, coarse grains, soybeans, and cotton.
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MEMORANDUM FOR THE PRESIDENT

FROM: Secretary Dan Glickman |

*

SUBJECT: . Prospects for the Farm Economy in Year 2000

On May 12, the Department of f\griculthre (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 livestock 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 continua to endure financial stress, heightening concern within the farm
community about what the Administration is doing to help farmers wh:ch could have

“implications for next year’s pres;dentlal campaign :

- The health of the farm sector depends heavily on exports, so it comes as
discouraging news that USDA forecasts they will decline for the third 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 plantihg season, along with increasing numbers of farm foreclosurés.

The following summarize USDA’S estimates for major commodlty markets

- WHEAT: Farmers are reducing 1999 wheat plantmgs to the lowest level
in 26 years, because of last year’s low wheat prices. Initial surveys of -
the winter wheat crop suggest 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 wtieat 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 $2.65 but down from the 1993-97 average of $3.79.
* While wheat prices will fall 25% off the average of the previous 4 years,
it may be the most improved market of major crops during this period.

- CORN: USDA expects the 1 999 corn crop will drop slight!y 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.
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 thlS season and 33% off the

1993-97 average of $6.48.

COTTON 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 10% 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 exports to be unchangéd because of reduced
= o N
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demand from Latin America and stiffer competition, while 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, compared with the 1993-97 average of $0.68.
. ) B

BEEF: A declinein 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.

PORK: 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. -

- POULTRY: USDA expects that poultry production will likely reglster
another increase in 2000, as consumers continue to replace beef and
pork with increasing amounts of poultry. With some recovery in Asian
‘exports, producer returns should remain favorable, though pnces could
move lower in 2000

MILK; USDA estimates milk production will rise sharply this year and
in 2000 following last year’s record-high milk prices. In addition, USDA
expects that the termination of the milk price support program on
January 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 conservative 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 prxces as

summanzed by the followmg characterizations:

OUTLOOK ' © COMMODITY

weak and declining _ A ;:Stton, rice, soybeans
moderately strong but declining ' broilers
~weak and stable - ' | ~ comn, milk
weak but improving slxghtly ‘ : hogs, wheat
weak and improving 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 driving
the outlook, thus we need to find ways to move surpluses into
commer(nal and humanitarian channels.’

. Second, because | predict Congress and 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 FY00 appropriations bill — | continue to
advocate that the Admlmstratlon explore ways, and advance proposals,
to provide an infusion of cash to support farmers’ incomes.



- THE WHITE HOUSE

WASHINGTON

November 12, 1998

The Honorable Daniel R. Glickman
Secretary of Agriculture
Washington, D.C. 20250

'Dear Dan:’

Happy Birthday! Hillary and I want to
- wish you the very best on this special
occasion and a happy, healthy year to
come. ' ' :

Sincerely,

ﬁ\/\,\
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. THE WHITE 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 tlme we
travel together. '

Sincerely,
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THE WHITE HOUSE-
WASHINGTON

April 21, 1997

The Honorable Daniel R; Glickman

Secretary of Agriculture
Washington, D.C.. 20250

Dear Dan:

Thanks so much for sending the article about
expanding rice exports into the Japanese market.
It was great to read about the continued success
I've taken the liberty
~of sending notes to the individuals involved in
the project. Keep up the good work.

of this research project.

Sincerely, .

P Gt
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