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FE AT UR E

Global Downturn
Stretches Wider and
Deeper Than Expected

Downturns are a natural part of busi-
ness cycles—rapid global economic growth
has rarely been sustained for more than a
decade at a time. But until the recent crisis,
the length and severity of developed-country
recessions had progressively diminished over
the last several decades. Although most
observers expected an eventual economic
downturn in the United States, the speed and
severity by which world economic conditions
deteriorated came as a surprise to most eco-
nomic forecasters. Many economists viewed
deep and prolonged recessions as a receding
threat, believing that institutions governing
monetary and fiscal policy tools had become
more responsive and effective.

In early 2008, a worldwide recession
was not anticipated by most economic fore-
casters. Even in mid-2008, gross domestic
product (GDP) in all major developed coun-
tries, including Japan, the European Union
(EU), and the United States, was expected
to expand by a relatively modest but still
positive rate of at least 1 to 2 percent in 2009.
China's and India’s economies were expected
to continue experiencing robust annual GDP
growth rates of 9 and 7 percent, respectively,
and global growth was expected to approach
3 percent. But by the end of 2008, when a
clearer picture emerged in the housing and
job market, forecasters made sharp down-
ward revisions from previous forecasts of
global growth prospects for 2009. Central
banks in Australia, the EU, Japan, and the
United States began slashing interest rates
to lower borrowing costs and stimulate de-
mand. All major developed economies still
slid into recession. The U.S. and the world
economy subsequently entered one of the
deepest downturns since World War 11, with
global growth turning negative.
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A key indicator of the severity and
breadth of the global recession is its impact
on total world trade, which is expected to de-
cline roughly 6 percent in 2009, according to
Oxford Economics. Trade is being restrained
not only by reduced incomes and demand
but also by increased exchange rate volatil-
ity, which raises transaction costs. Trade
and foreign investment transactions are less
risky when exchange rate movements are
relatively smooth and predictable. Trade is
also being hampered by credit constraints
affecting export financing, a tool used to
facilitate most global commerce. The ef-
fect of this unexpected impediment to trade
is a particular concern for developing
country exporters.

One reason the global downturn oc
curred so rapidly and became so pervasive
is the extent to which the economies of
countries are connected by both trade flows
and international transactions of financial

capital. While trade became a major impe-
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tus for economic growth in recent years—
particularly in countries such as China and
India—reduced trade is now a cause and not
just a symptom of economic weakness among
many countries. In China, for example, a
doubling of exports from $700 billion in 2005
to $1.4 trillion in 2008 helped boost its GDP
by more than 10 percent a year over the pe-
riod. In 2009, China's economy is expected
to grow less than 6 percent, largely because
reduced consumer spending in developed
countries is causing the first annual decline
in Chinese exports in 25 years.

Because China is a major importer,
its suppliers are affected as well. China’s
export-oriented manufacturing sector re-
lies heavily on inputs imported from Japan,
Korea, Taiwan, and other countries. Reduced
Chinese demand for coal, iron ore, and min-
eral imports is now contributing to a world-
wide retreat in prices for these commodities.
The decline in prices ended a historic 5-year
boom and directly affected the economies of
major suppliers, including Australia, Latin
America, and some African countries.

Trade is also influenced by global finan-
cial transactions, as shifts in financial flows
are rapidly reflected in exchange rate move-
ments. Although GDP growth has fallen
in nearly every country, the impact on the
value of an individual country's currency
depends on the composition of its trade and
net capital flows. Currency depreciation is
most likely to occur in economies that rely
heavily on raw commodity exports and are
net borrowers of foreign capital. Lower com-
modity prices pose greater risks to foreign in-
vestors in commodity-dependent economies,
inducing them to withdraw their capital in-
vestments. This is the case for many Latin
American countries, including Argentina,
Brazil, and Mexico, whose currencies have
fallen precipitously since the beginning of
the global downturn. The risk of currency
depreciation is lower among countries that

are net suppliers of financial capital and have
accumulated large foreign reserves as net
exporters. One such example is Japan, one
of the few countries whose currency has
appreciated against the U.S. dollar in the
past year.

U.S. Exports Vulnerable to
Macroeconomic Changes in
Developing Countries

The decline in world trade, the global
slowdown in growth, and a strengthening
U.S. dollar are having an adverse effect on
U.S. agricultural exports. Until early 2008,
macroeconomic conditions—including
strong foreign growth and a weaker dollar—
had fostered 5 consecutive years of record
U.S. agricultural exports, which peaked at
over $115 billion in fiscal year 2008. The
strong export performance of 2008 was in
part the result of higher world commodity
prices, but even at higher prices, the volume
of U.S. bulk commodity exports rose by an
unprecedented 25 million tons (22 percent)
in just 3 years. With the global slowdown,
this trend has come to an abrupt halt—U.S.
agricultural exports are projected to decline
by nearly $20 billion in fiscal 2009.

Until this recent reversal, the growth in
U.S. agricultural exports paralleled broader
trends in global agricultural trade. Propelled
by income growth and more open markets,
global agricultural trade grew more than 50
percent between 2000 and 2006, with devel-
oping countries accounting for 60 percent of
that growth. Global agricultural trade had
grown just 25 percent during the 1990s. For
the U.S., developing countries such as China
and Mexico represented a significant source
of new demand for U.S. agricultural exports.
As part of an ongoing structural shift, the
share of U.S. agricultural exports destined for
developing countries rose from 48 percent in
the early 1990s to 65 percent in 2008.




As long as global economic growth was
sustained, prospects for U.S. agricultural ex-
ports remained robust. However, the shift of
export demand from developed to developing
markets also brought greater vulnerability to
market downturns. Trade with developing
countries is subject to steeper fluctuations
because consumers in these countries de-
vote a large share of their budgets to food,
and their demand for imports is particularly
sensitive to changes in income, prices, and
exchange rates. When developing countries
experience macroeconomic instability, their
governments also typically have less flexibil-
ity in their ability to use fiscal and monetary
tools than developed countries, which may
prolong recessions in developing countries.

Worsening economic conditions in de-
veloping countries have a disproportionate
effect on demand for relatively expensive
products such as dairy and meat, as con-
sumers turn to less expensive staples. The
result is lower import demand for meats
and animal feed, which account for a large
share of U.S. exports. The dependence of
U.S. exports on economic conditions in
developing countries is particularly appar-
ent for bulk commodities—such as corn,
wheat, and soybeans—whose sales have

Macroeconomic factors co
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been especially responsive to macroeconomic
turbulence in these countries. During the
global recession in the mid-1980s and follow-
ing the 1997 Asian financial crisis, demand
retreated significantly as foreign economies
and currencies weakened, and imports
became more expensive. The share of U.S.
exports accounted for by bulk commodities
declined from more than 70 percent in the
mid-1970s to a low of 35 percent in 2001,
but bounced back to 44 percent in 2008 as
developing country demand strengthened.
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In the current environment of reduced
income growth and erratic exchange rate
movements, countries that primarily import
raw commodities can be expected to search
for the most competitive prices by shifting
between suppliers. As they do this, the
strengthening U.S. dollar against competi-
tor currencies will have a negative effect on
U.S. bulk agriculture exports. Exchange rate
movements were a major factor underlying
previous swings in U.S. agricultural exports.
For example, Indonesia drastically reduced
its grain imports from the United States and
switched to other suppliers at the height of
the 1997 Asian financial crisis due to a se-
verely weakened currency. This year, the U.S.
agricultural sector faces heightened competi-
tion from large commodity exporters such
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unresponsive to exchange rate movements.
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ERS estimates that all these factors will
bring a 26-percent decline in U.S. bulk com-
modity exports in 2009, primarily reflecting
lower volumes to developing countries. Non-
bulk products such as fresh horticultural
products and processed foods are expected to
fall by 6 percent. The combination of lower
export volumes and declining commodity
prices is expected to lower total agricultural
exports in fiscal year 2009 by nearly $20 bil-
lion, to $95.5 billion.

U.S. Import Growth Sinks as
Reduced Wealth and Incomes
Drive Down Consumer Spending

Although economic growth in the U.S.
slowed somewhat in the current decade com-
pared with that in the 1990s, strength in U.S.
consumer spending drove a large increase
in U.S. merchandise imports. From 2002 to
mid-2008, U.S. consumer spending and im-
ports were driven by perceived wealth gains
rather than domestic income or exchange
rate changes. U.S. consumers drew upon
equity from stock market and housing-sector
gains, reduced savings, and spent more on
all goods, including imports. The U.S. trade
deficit grew as inflows of foreign capital pre-

World growth and trade expected to rebound starting in 2010
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vented the dollar from weakening even fur-
ther between 2002 and 2007. The influx of
foreign capital helped keep U.S. interest rates
low but also reduced incentives to save.
Reinforced by lower incomes, declining
asset values and wealth now are having the
opposite effect on consumer spending. The
largest quarterly decline in consumer spend-
ing since 1980 and negative growth in U.S.
merchandise imports occurred at the end of
2008. This reversal is particularly notable for

U.S. imports expected to decline in 2009 due to decreased

consumer spending
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U.S. imports from China, which had grown
more than 15 percent annually between 2002
and 2007 but are slated to fall by more than
6 percent in 2009. Major import categories
affected include apparel, electronics, equip-
ment, and household appliances.

As with other imports, U.S. agricultural
imports grew at a particularly robust pace
during the past decade, more than doubling
from $40 billion in 1999 to nearly $80 bil-
lion in 2008—an average annual increase
of close to 10 percent. In fact, U.S. import
growth has been nearly continuous since
the early 1960s, and agricultural imports
grew by an average of $6.6 billion annually
between 2004 and 2008. While the current
recession is expected to cut overall U.S.
imports in 2009, agricultural imports were
still expected to grow, but at a much slower
pace. Agricultural imports began to weaken
sharply in January 2009, reflecting the drop
in consumer spending. The value of some
luxury imports, such as wine, beer, and con-
fectionery products, have declined slightly,
but increases are forecast for products such as
vegetable oils, fresh fruit, sugar, and cocoa.
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What Does the Future Hold for
U.S. Agricultural Trade?

Despite the difficult economic circum-
stances, the sudden downturn in U.S. agri-
cultural exports does not reflect a fundamen-
tal long-term shift in global food demand
and trade. Past experience suggests that
macroeconomic swings usually have short-
lived impacts (1-2 years) on U.S. trade. The
long-term trend in U.S. agricultural export
growth prevailed despite large swings in the
mid-1980s and late 1990s caused by macro-
economic, weather, and policy events. Now,
prospects for U.S. and global agricultural
trade will clearly hinge on the resumption
of global economic growth.

Just as the timing and severity of the
recession could not be predicted, the same
can be said for a recovery. The recovery
will depend partly on the speed with which
governments can implement policies and
the efficacy of these policies in stimulat-
ing demand. Prior to the Great Depression,
macroeconomic policy tools were untested
and governments were ill-prepared to take
decisive and immediate action. This is one
reason the depression of the 1930s persisted
as long as it did. Today, however, govern-
ments are deploying a broad array of mac
roeconomic stimulus measures. Countries
that were exposed to the Asian financial
crisis have learned from the experience and
are better prepared. China as well as other
Asian countries already are taking steps to
stimulate domestic consumption.

While uncertainties remain, fiscal and
monetary actions are expected to help world
economic growth recover beginning in 2010,
which would help boost agricultural trade
along with overall global commerce in the
ensuing years. According to USDA's long-
term projections to 2018, global economic
growth is projected to transition back to nor-
mal longrun sustainable rates by 2011 and
remain similar to historical growth rates for
the remainder of the projection period.

The resumption of global growth would
reestablish the foundation for strong world
demand for agricultural products. As in
the past decade, developing countries are
expected to be the source of most of the
growth in world agricultural trade. Rising
incomes in developing countries translate
more quickly into increased food demand
because consumers are likely to consume
more food and diversify their diets to include
higher value goods such as red meat, poultry,
and other livestock products. Rising incomes
along with continued population growth is
expected to increase trade in both meats
and animal feeds. The USDA projections
anticipate rising global trade volumes for
all major food and feed grains, soybeans
and soybean products, and beef, pork, and
poultry. With commodity prices remaining
high compared with levels preceding the
2008 price spike, the value of U.S. agricultural
exports is projected to rise steadily back to-
ward the peak level recorded in 2008. U.S.
imports are also projected to continue on a
steady upward path.

As in the past, the U.S. agricultural
sector is positioned to profitably respond to
rising incomes abroad and to demand
that has shifted largely from developed to
developing economies. However, favor-
able macroeconomic conditions alone
will not sustain agricultural exports.
Even when foreign demand recovers, U.S.
agricultural exports will be influenced by the
uncertainties of increasing farm costs
and limited resources. A key issue in the
future will be the ability of U.S. agricultural
production to expand to meet future
export demand without escalating costs.
In conjunction with sustained foreign
demand, long-term productivity gains will
be a key component in maintaining U.S.

export competitiveness. W
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How Tightly Has China Embraced
Market Reforms in Agriculture?

Fred Gale, fgale@ers.usda.gov

Bryan Lohmar

Francis Tuan, ftuan@ers.usda.gov

global markets.

B Market-based reforms helped lift Chinese agriculture out of decades of poverty and stagnation,
but vestiges of the planned economy remain.

B China’s policymakers are experimenting with incremental reforms and market intervention as
they encounter agricultural problems.

B Pressure from global markets could push China to go further with reforms or to retreat from

Market-based reforms during the past
three decades placed China's agricultural sec
tor on an upward trajectory after centuries
of poverty, stagnation, and cycles of floods,
famine, and peasant uprisings. China's com-
munist party came to power in 1949, propelled
in part by promises to address rural problems.
Central planning, collectivization, and taxation
of agriculture, however, only perpetuated rural
stagnation and led to a famine that killed tens
of millions of people.

Market-based reforms begun in the late
1970s broke up rural communes, restored pro-
duction decisions to individual farmers, and
allowed prices to rise to market-clearing levels.
Throughout the 1980s and 1990s, the Chinese

Government loosened its grip on prices and
marketing, commodity by commodity. By the
late 1990s, nearly all farm produce was sold at
free-market prices.

Government food procurement bureau-
cracies were dismantled and privatized, food
prices were liberalized, and urban food ration-
ing was abandoned. China's accession to the
World Trade Organization (WTO) in 2001 with
some of the world's lowest average agricultural
tariffs seemed to cement China's commitment
to market-based agriculture.

The results of the reforms provide some
of the most compelling evidence of the power
of market incentives. The Chinese agricultural
sector increased production of nearly every

commodity, while releasing millions of laborers
that fueled growth in nonfarm sectors. China's
farms increased output of staple grains while
stepping up production of fruit, vegetables,
livestock, and aquaculture products demanded
by the growing economy. China also became
a major supplier of food to neighboring Asian
countries, North America, and Europe. By the
late 1990s, China was a net exporter of food,
and officials were devising plans to dispose of
a large grain surplus.

During the first decade of the 215t century,
however, this rapid growth began to place seri-
ous strains on agriculture, and rural China be-
came the focus of problems, reversing its 1980s
role as the vanguard of reform and growth (see




"Who Will China Feed?" in the June 2008 issue
of Amber Waves). Low rural incomes, threats
to food security, water scarcity, and environ-
mental and food safety problems became top
policy issues.

China’s Agriculture Still Burdened
by Legacies From the Past

Many of the problems Chinese authori-
ties confront in 215%century rural China can be
traced to bottlenecks in rural resource allocation
that were set up in the 1950s to maintain con-
trol over a dual rural-urban economy (see box,
"China’s Rural Population Legacy").

* Agricultural land is still under a collec-
tive ownership system with vaguely

L.

- Fred Gale, USDA/ERS

defined property ownership rights that
discourage long-term investments, pre-
vent farmers from selling their land or
using it to secure a mortgage loan, and
give rise to conflicts over land grabs by
local officials.

* Water is owned by the state, and
water prices are fixed by economic
planners. As a result, farmers have little
incentive to conserve water and have
honeycombed water-scarce northern
China with ever-deeper wells to tap a
falling water table.

* Rural lending to farmers is monopolized
by a system of rural credit cooperatives

set up in the 1950s to finance collective
farms. Controls on interest rates
destroyed incentives to lend to small
farmers in the 1990s, commercial banks
retreated from rural areas, and farmers
now rely on loans from relatives or
underground lenders.

* A national rural-urban household regis-
tration system, also set up in the 1950s
to keep farmers from pouring into cit-
ies, is no longer rigorously enforced, but
migrants not legally registered in a city
are denied many urban social services

and remain tied to their home villages.
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The collective landownership system,
while problematic in many respects, does
help preserve short-term social stability. The
system maintains an egalitarian distribu-
tion of land within villages and guarantees
that most rural people have a minimum
degree of economic security. When facto-
ries began closing in late 2008, millions of
unemployed migrant workers returned to
their farms instead of lingering in cities.
Unclear land ownership, however, and lack of
land markets impedes long-term investment
and slows other needed adjustments in the
farm sector.

China's small-farm sector has proven
flexible and responsive in supplying generic
commodities, but it cannot easily supply large
volumes of uniform product, provide food
safety assurances, or ensure product trace-
ability. Frequent food safety incidents high-
light the difficulty of certifying and monitor-
ing products in a food sector where modern
supermarket chains and food manufacturers
operated by large corporations procure raw
materials from small-scale, semi-subsistence
farmers and village middlemen.

Officials preserved other vestiges of the
planned economy as levers to intervene in
markets. The Government has dismantled
much of its inefficient commaodity procure-
ment bureaucracy, but it has retained an
extensive network of grain, cotton, edible
oil, and pork reserves. In 2006, the amount
of grain procured by State-owned enter-
prises was at a historic high. In 2008-09, the
Government became the dominant purchaser
of grain and soybeans as it sought to support
domestic prices by purchasing commodities

Fred Gale, USDA/ERS

China’s Rural Population Legacy

China was an agricultural country at the founding of the Peoples’ Republic in 1949. Nearly
90 percent of the people lived in rural areas, and half of Gross Domestic Product (GDP)
came from agriculture in the early 1950s. The agricultural share of GDP declined to under
30 percent during the central planning period as economic planners promoted State-owned
heavy industry. But the rural share of population remained over 80 percent until the 1970s.
A rural-urban household registration policy prevented most rural people from moving to
cities, and collective landownership tied farm families to their land. Following economic
reforms in the 1970s, both the agricultural share of GDP and the rural share of population
declined as urban economic growth outpaced rural growth.

China's large rural population with low productivity and low earnings is a legacy of policies
that prevented rural-urban migration in earlier decades. In 2007, roughly half the country's
population still lived in rural areas. Most rural people are engaged in agriculture, a sector
that produced only 11 percent of GDP in 2007. According to China's 2006 agricultural census,
the rural population was 746 million, including 342 million people engaged in agriculture
on cropland totaling about 300 million acres.

After improving during the early 1980s, rural income in China generally fell behind rapidly
growing income in cities. By 2007, the average rural income was about 30 percent of the urban
average. Officials, acutely aware of China's history of rural-based rebellions, put top priority
on raising farm income, modernizing agriculture, and restoring eroded rural social services
under the rubric of "building a new socialist countryside” enshrined in the Government's
2006-10 5-year plan.

Agriculture's share of the Chinese economy fell faster than the rural
share of population

Percent
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100 7 begin, 1978
88%

~— e
80

Rural share of population

60 Ratio of rural to urban

household incomes

51%

40
30%

28%

2071 Agricultural share of GDP
11%

O TT T T T T T T T T T T T T T T T T T T rororTT TT T T T T T T T T T T T T T T T T T T T T T T T T T T rTrTT
1952 57 62 67 72 77 82 87 92 97 2002 07
Note: Household income data not available before 1978.
Source: USDA, Economic Research Service calculations based on China’s National Bureau
of Statistics data.

for reserves while global prices were falling,
The Government's expanding role in grain
purchases is at odds with the widespread
privatization and development of markets
across the agricultural economy.

China’s officials have been slow to
promote the free flow of information that
is important to a well-functioning market
economy. The size of commodity reserves is
kept secret, obscuring assessments of China's

ECONOMIC RESEARCH SERVICE/USDA



supply and demand situation. As global food
prices soared in 2007-08, few analysts were
aware that China held large Government
grain reserves. A March 2008 article from
China’s State Council revealed that reserves
had grown for 5 years in a row.

Other information important to efficient
functioning of markets—statistical survey re-
sults and methodologies, details of food and
environmental testing, and incidents of food
adulteration and pollution—are also kept
secret, In 2008, news reports revealed that
company and Government officials knew of
the link between infant kidney failure and
melamine adulteration of infant formula
for several months before it was revealed to
the public.

Cautious Agricultural Policy
Experimentation

As China's policymakers confront prob-
lems in agriculture, they are cautiously ex-
perimenting with a wide variety of measures
designed to reshape the agricultural sector
while preserving the land tenure, financial,
and water management institutions that
are at its heart. Officials acknowledge that
reforms are needed, but the steps they have
taken are tentative and cautious. Chinese
policymakers are strengthening farmers’
rights to use, rent, and subcontract their land,
but without privatizing it.

In recent years, large farms created by
consolidating small plots have started to

" Fred Gale, USDA/ER
appear, and some villages have complex co-
operative or share-holding arrangements for
pooling and subcontracting land. But in most
of China, the small-farm structure and the
inefficiencies it entails are firmly entrenched.
Officials are experimenting with pilot proj-
ects that expand the number of rural lenders
and allow more flexibility in setting interest
rates, but farmers have few assets to secure
loans. A recent national survey indicated
that less than 9 percent of China's farmers
had loans.

Given the rigidities imposed by land ten-
ure and related institutions, Chinese officials
are experimenting with dozens of schemes,
industry plans, and subsidies intended to
engineer farm sector changes that will bring
small-scale farms into the economic main-
stream. Elaborate village-wide credit evalu-
ations, joint-borrowing, and loan guarantee
schemes have been implemented to boost
rural micro-loans, which usually total less
than $1,000 each. A few villages are testing
complex arrangements that permit farm-
ers to put up their land-use rights as loan
collateral. Timber rights, fruit orchards,
and marketing contracts for farm produce
can now be used as mortgage collateral in
some regions, The Ministry of Agriculture
formulated a plan to set up 40,000 "animal
husbandry zones"—centralized locations in
villages where farmers keep their livestock.
"Industrialized agriculture” strategies aim to
mimic large-scale agriculture by banding small

FE AT UR E

farms together into geographic "production
bases” that supply raw materials to a company
chosen as a "dragon head” enterprise. Food
safety strategies adopted in recent years are
based on the industrialized agriculture model
and heavy involvement by nearly a dozen
Government agencies. A new campaign is
encouraging farmers to form cooperatives.
Nearly all food safety certification and labo-
ratory testing is performed by Government
organizations, with few details revealed to
the public.

Pushing Against Market Forces

Market forces tend to push agricultural
resources away from grains, which bring low
profits in land-scarce China, and pull them
into labor-intensive activities that utilize
China's abundant labor more efficiently.
Chinese Government reports celebrate the
higher farm incomes that result from rising
production of labor-intensive commodi-
ties brought about by market forces. But
officials, wary of reliance on food imports,
express alarm over the potential decline in
grain production resulting from those same
market forces. They use various subsidy and
price policies that marginally increase short-
run farm income, but their broad impact
is to keep farmers locked into low-income
grain production.

China's officials actively intervene in
grain markets to ensure food security (see
box, "Grain Market Intervention Cycles").
Traditional staple grains, especially rice,
wheat, and corn, are viewed as strategic com-
modities that must be supplied domestically
to maintain food security. Planners have
decreed that no more than 5 percent of grain
consumed can be imported. They have set a
minimum threshold for Government grain
reserves at 25 percent of consumption and
decreed that cultivated land area cannot fall
below a "red line” of 120 million hectares.

In 2004, Chinese authorities intro-
duced subsidy payments to farmers and
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Grain Market Intervention Cycles

China's grain market follows up-and-down cycles that reflect policymakers’ interventions. A
2007 report by a task force of Chinese grain officials, Research and Policy Recommendations
on Controlling Grain Security Reserves, provides a rare glimpse of the country’s grain poli-
cies and trends in grain reserves. Chinese officials watch reserves carefully as an indicator
of "food security.”

China's Government-managed grain reserves were below the Government's threshold when
reforms began. Officials raised grain procurement prices and imposed minimum grain-sale
quotas on farmers to increase supply. By 19084, some regions began to experience grain
surpluses for the first time. Buying stations flush with grain began to turn away farmers
offering grain for sale at the government price.

Soon, China's grain market established an up-and-down cyclical pattern of aggressive policy
inducements followed by grain surpluses, relaxed policies, and falling prices that lead to
new shortfalls in production, followed by another round of aggressive grain policies. The
cycle is evident in the historical trend in grain reserves and prices.

In 1993, as the grain market was liberalized and the economy heated up, officials were alarmed
when grain reserves fell to 23 percent of consumption. The Government doubled grain procure-
ment prices during 1994-96, imported grain, and instituted a "Governor's Grain Bag Responsibility”
system that required each province to ensure adequate grain supplies. The result was a massive
glut of grain. Grain reserves shot up to 62 percent of consumption in 1999, overwhelming grain
warehouses. Prices plummeted, production fell, and imports ceased. China subsidized grain ex-
ports and industrial uses to liquidate 164 million metric tons of grain between 2000 and 2005.

In 2003/04, officials were again alarmed when grain production slipped to 431 million metric
tons and prices began increasing rapidly. Subsidy payments, protection prices, mechaniza-
tion policies, and other inducements helped boost grain to a record 528 million metric tons
by 2008. According to an article produced by China's State Council in 2008, grain reserves
averaged 35 percent of consumption. By late 2008, China had another glut of grain, and the
Government increased its purchases of grain to prevent prices from falling.

China's grain reserves and prices have fluctuated since 1981
Percent $/metric ton
1007 250
Average grain price
80 received by farmers -200
607 150
401 Grain reserves as =100
a share of annual
consumption
207 50
0-
1981 83 85 87 89 91 93 95 97 99 2001 03 05 07
Note: Government reserves include mainly rice, wheat, and corn, and do not include onfarm
or privately held inventories. Average price for rice, wheat, and corn received by farmers
reported by production cost surveys was converted to dollars at the official exchange rate.
Source: USDA, Economic Research Service analysis of data from China Grain Industry
Association and China National Development and Reform Commission.

price controls that insulate farmers from
supply and demand signals. With the goal
of preserving grain self-sufficiency and
raising farm incomes, China's Government
supports prices by procuring rice, cotton,
corn, soybeans, rapeseed, sugar, and rub-
ber for State reserves at minimum "protec
tion prices.”

A document on price policies issued in
2008 announced a new approach to "price for-
mation,” which intends to utilize protection
prices to guarantee that grain prices will rise
year after year and always exceed production
costs. During the spike in world food prices
in 2008, Chinese authorities also sought to
limit price increases by introducing tem-
porary retail price controls, shutting down
grain exports, auctioning grain reserves in
the domestic market, and importing pork
and vegetable oils.

In 2004, direct payments to grain farm-
ers were less than $2 billion. Subsidies grew
to over $175 billion in 2009. The scope of
subsidies has widened to include payments
for farm input costs, machinery purchases,
and subsidies for dairy breeding cattle and
breeding sows. A phaseout of a centuries-old
agricultural tax in 2004-06 supported net
farm incomes but eroded the rural tax base,
necessitating financial transfers from the
central government to local governments in

grain-producing counties.

Pressure From
Global Markets

China's commitment to market forces
is tied to its increased involvement in global
markets. Authorities are generally supportive
of global trade, but they retain some wari-
ness of open borders, and recent policies
have sought to insulate China from global
market fluctuations. Agricultural exports
are hailed as a means of creating jobs and
income for farmers, but policymakers have
embraced imports of land-intensive commod-

ities only selectively. Imports of soybeans,

ECONOMIC RESEARCH SERVICE/USDA



Net cash returns per acre, 2006

Tomato
Cucumber
Eggplant

Bell pepper
Cauliflower
Radish

Chinese cabbage
Okra

Apples
Silkworms
Tangerines
Oranges
Green tea

Cotton
Tobacco
Sugarcane
Peanuts
Sugar beets
Rapeseed

Potato -
Rice -
Corn
Millet /=—=2
Sorghum ===
—

—

HHN

Wheat
Soybeans -

China's farmers receive relatively low returns from grain

Vegetables

Orchard and perennial crops

Other field crops

Crops included in the Chinese Government's
definition of "grain”

500 1,000

o

Reform Commission.

1,500 2,000 2,500 3,000 3,500 4,000

$/acre

Source: USDA, Economic Research Service analysis of data from China National Development and

cotton, animal hides, rubber, and vegetable
oils have boomed, but policymakers regu-
larly express concerns about becoming too
reliant on imports. A 2008 "food security”
document reiterated intentions to limit
grain imports to no more than 5 percent
of the country’s consumption by 2020. The
Ministry of Agriculture released a series of
revised strategic plans to meet domestic de-
mand and expand exports for 16 commodi-
ties, including major grains and livestock,
soybeans, rapeseed, cotton, sugar, apples,
citrus, and exported aquaculture products
over 2008-15.

China's agricultural exports have
slowed in recent years due to rising food
safety concerns, tighter enforcement of en-
vironmental regulations, rising labor costs,
cancellation of value-added tax rebates for
exports, and appreciation of the Chinese
currency. China's food exports to Japan—its

largest market—fell during 2008. Food safety
problems are increasing the pressure to re-
form agricultural production and marketing
institutions, but the export slowdown may
also temper the enthusiasm of China's of-
ficials for free trade.

China’s policymakers face a stiff chal-
lenge in the 215 century as they promote
farm income growth in an open economy.
This challenge was highlighted in late 2008
when global commodity prices fell below do-
mestic Chinese prices. Chinese policymakers,
intent on supporting prices, purchased large
quantities of corn, cotton, wheat, rice, and
soybeans at set prices. They also announced
higher wheat and rice support prices for
20009. By the end of 2008, commercial sales of
domestic soybeans in Heilongjiang Province
were at a standstill because the price of im-
ported soybeans was well below the domes-
tic support price. At the time, there were

FE AT URE

strong sentiments in the Chinese soybean
industry to raise soybean tariffs, but this was
not an option since China's commitment as
a WTO member bound its soybean tariff at
3 percent.

Situations like the 2008 soybean
incident and the slowdown in food exports
may be a foreshadowing of a crossroad
China's policymakers are approaching.
Pressure from the global market could induce
authorities to go further in reforming agricul-
tural institutions to improve international
competitiveness. Alternatively, global market
pressures could induce China to turn inward
again by adopting protectionist measures
that shield farmers and preserve the current

system. W

This article is drawn from . ..
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China's Ongoing Agricultural
Modernization: Challenges Remain
After 30 Years of Reform, by Bryan
Lohmar, Fred Gale, Francis Tuan, and
Jim Hansen, EIB-51, USDA, Economic
Research Service, April 2000, available
at: www.ers.usda.gov/publications/eib51/

China's New Farm Subsidies, by Fred
Gale, Bryan Lohmar, and Francis Tuan,
WRS-0501, USDA, Economic Research
Service, February 2005, available at:
www.ers.usda.gov/publications/wrs0501/

China Currency Appreciation Could
Boost U.S. Agricultural Exports, by

Fred Gale and Francis Tuan, WRS-0703,
USDA, Economic Research Service,
August 2007, available at: www.ers.usda.
gov/publications/wrs0703/

You may also be interested in. . .

ERS Briefing Room on China, available
at: www.ers.usda.gov/briefing/china/
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Beginning Farmers and Ranchers:

Who Are They?

Mary Ahearn, mahearn(@ers.usda.gov

Beginning farmers and ranchers face many challenges. High land
prices and increasing equipment costs can serve as barriers to entry for
those wishing to become farmers. The 2008 Farm Act requires USDA
to develop several programs designed to provide additional support
to beginning farmers, including increased conservation financial
assistance and an expanded loan program.

But who are beginning farmers and how do they compare with
established farmers? The current USDA definition of a beginning
farmer is broad and applies to many farmers and ranchers for whom
the goal of farming is largely to provide a household residence and
investment opportunity, rather than to operate a commercially
focused farm business. In 2007, about 30 percent of beginning
farms did not report any production, compared with 19 percent of
established farms.

Beginning Farmers Make Up a
Quarter of U.S. Farm Operators

USDA currently defines a beginning farm as one operated by a
farmer who has operated a farm or ranch for less than 10 years. Some
beginning farms have more than one beginning farmer, and the
10-year requirement applies to all operators of the farm or ranch.
Under this definition, 22 percent of U.S. farms were beginning farms
in 2007. In the same period, there were over 750,000 farm operators
with 10 years or less of experience, totaling 25 percent of all farm
operators. Although they are not classified as beginning farms, some
established farms also are operated jointly by established farmers
with 10 years or less of experience.

Beginning farmers accounted for 10 percent of the value of
U.S. production in 2007

Number of beginning farms'

Share of farms designated as beginning (percent)

Share of total value of U.S. production on beginning farms (percent)

Number of beginning farmers on beginning farms

Number of farmers with less experience on established farms?

Beginning Farms Are Smaller and Less
Likely To Participate in Federal Farm Programs

Beginning farmers operate farms of all sizes but, on average,
their farms are smaller than those of established farmers. The aver-
age beginning farmer in 2007 operated a farm that was less than
half the size of that of the average established farmer's—174 acres
versus 461 acres. Beginning farms accounted for about 10 percent of
the total value of U.S. production, though this varied significantly by
agricultural commodity. In 2007, a larger number of beginning farms
(and established farms) specialized in beef cattle than in any other
commodity group. Beef cattle, dairy, and poultry products accounted
for the greatest shares of value of production of beginning farmers
and ranchers.

Beginning farmers are less likely to participate in Federal
commodity and conservation assistance programs than are
established farmers. The major Government commodity programs
are tied to past or current production levels, and beginning farmers
may not have any agricultural production history. However, nearly
30 percent of the beginning farms without production in 2007 had
acres enrolled in USDA's Conservation Reserve Program.

Startup Costs May Be a
Barrier to Entry for Some

Farming commonly requires control over a significant
amount of land and capital that may be difficult for would-be
farmers and ranchers to obtain. One way that beginning farm-
ers acquire assets is through inheritance.
Since farmers, like the general population,
are living longer, the delay in passing farms

449 506 to their heirs may be a factor in the declining

number of young farmers. Without an inheri-
22

tance, farming may have to be postponed until
10 sufficient resources have been accumulated

650,318
101,253

to acquire necessary farm assets—a process
that can take years.

'Beginning farm = All the principal operators (up to 3) have 10 years or less of experience.

®Farmers with 10 years or less experience operating farms with more experienced operators. They are
eligible for Farm Credit Administration beginning farmer programs but not for USDA beginning farmer
programs.
Source: USDA, Economic Research Service (ERS) using data from the 2007 Agricultural Resource
Management Survey (ARMS), conducted by USDA’s National Agricultural Statistics Service and ERS.




Poultry, dairy, and cattle account for large shares
of the output of beginning farmers and ranchers
W Cash grains
[ Cotton and rice the age of 35, versus 17 percent of beginning farmers. Like all farm

B Fruit and tree nuts operators, most beginning farm operators are White, non-Hispanic

B Nursery and men. Beginning farmers, however, are more likely to be female, non-
vegetables

White, or Hispanic than are established farmers.
[ Cattle

E Hogs
mD ai?‘y (from farm and off-farm sources) was 4 percent lower than that of

| Poultry established farm households ($87,004, compared with $90,866),
[ Other and the average household incomes of both beginning and

The average household income of beginning farmers in 2007

established farmers were significantly higher than that of the average

Source: USDA, Economic Research Service (ERS) using data U.S. household ($67,609). On average, beginning farmers and their
from the 2007 Agricultural Resource Management Survey (ARMS),

conducted by USDA’s National Agricultural Statistics Service and ERS. households earn less income from their farm, but significantly more

income from off-farm sources, than do more established operators
Beginning farmers are less likely to operate rented land than ~ and their households—although income sources vary significantly
are established farmers, and just as likely to own all of the land they by size of farm.

operate, Beginning farmers, however, generally have less acreage and

are more likely to carry debt on their land. Whether beginning or established, households

with the highest incomes are those that operate
principal operators of beginning farms how they acquired the land large farms

USDA's 2006 Agricultural Resource Management Survey asked

they owned. Consistent with their debt loads, most beginning
Dollars per household ($1,000) B Other

200 @ Established * off-farm
W Beginning

operators reported that they purchased land from a nonrelative. Gifts
or inheritance was the second most common way beginning farmers

acquired land, although shares varied by region. I Spouse

earned

Beginning farmers are most likely to have off-farm

purchased land from nonrelatives

] Operator
earned
off-farm

Percent

80 @ Purchased

from
relative

No $1- $50,000-  $250,000
oroduction  $49.999  $250000  ormore Tarm

earnings
L) Purchased Value of production
Source: USDA, Economic Research Service (ERS) using data
from the 2007 Agricultural Resource Management Survey (ARMS),
conducted by USDA’s National Agricultural Statistics Service and ERS.

from non-
relative
[ Inherited

N North- South  West or gift
east west

Source: USDA, Economic Research Service (ERS) using data This article is drawn from. ..
from the 2007 Agricultural Resource Management Survey (ARMS), Beginning Farmers and Ranchers, by Mary Ahearn and Doris

conducted by USDA’s National Agricultural Statistics Service and ERS.

Newton, EIB-53, USDA, Economic Research Service, May 2009,

L. available at: www.ers.usda.gov/publications/eib53/
Household Incomes Are Similar to

Those of Other Farmers For more information. ..
USDA's Small Farms and Beginning Farmers and Ranchers Policy,

DR-9700-001, USDA, available at: www.ocio.usda.gov/directives/
doc/DR9700-001.pdf.

In 2007, more than 60 percent of established farmers were over
age 55, compared with 32 percent of beginning farmers. Nationwide,
only 5 percent of principal operators of established farms are under
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information, see www.ers.usda.gov/publications/agoutlook/aotables/.

Farm, Rural, and Natural Resource Indicators

Annual percent change

2005 2006 2007 2008 2009 2005-06 2006-07 2007-08 2008-09

Cash receipts ($ bil.) 240.9 2408 284.8p 324.2p 294.6f 0.0 18.3 138 9.1
Crops 116.0 122.6 147.0 181.1p 162.4f 5.7 19.9 232 -10.3
Livestock 124.9 118.2 137.9 143.1p 132.2f -5.4 16.7 38 -7.6

Direct government payments ($ bil.) 244 15.8 1.9 12.4p 11.4f -35.2 -24.7 4.2 -8.1

Gross cash income ($ bil.) 281.5 274.1 3134 354.3p 324.1f -2.6 14.3 13.1 -85

Net cash income ($ bil.) 86.6 68.0 87.4 93.4p 77.3f 2215 28.5 6.9 -17.2

Net value added ($ bil.) 123.6 103.1 132.5 137.3p 120.0f -16.6 28.5 36 -12.6

Farm equity ($ bil.) 1,642.2 1,851.0 11,9984  2,1345p 2,171.1f 12.7 8.0 6.8 1.7

Farm debt-asset ratio 10.5 9.6 9.6 9.2p 9.1f -8.6 0.0 -4.2 -1

Farm household income ($/farm household) 81,086 81,251 86,223 86,864f  85,140f 0.2 6.1 0.7 -2.0

Farm household income relative to average
U.S. household income (%) 128.0 122.1 127.5 na na na na na na

Nonmetro-metro difference in poverty rate (% points)' 2.3 3.4 5.5 na na na na na na

Cropland harvested (million acres) 314 304p na na na -32 na na na

USDA conservation program expenditures ($ bil.)'2 43 43 44p 5.0f na 0.0 2.3 13.6 na

Food and Fiber Sector Indicators

U.S. gross domestic product ($ bil.) 12,422 13,178 13,808 14,281 na 6.1 4.8 34 na
Share of agriculture & related industries in GDP (%)’ 4.5 4.3 4.6 na na na na na na
Share of agriculture in GDP (%)’ 0.8 0.7 1.0 na na na na na na

Total agricultural imports ($ bil.)? 57.7 64.0 70.1 79.3 82.5f 10.9 9.5 13.1 4.0

Total agricultural exports ($ bil.)2 62.5 68.6 82.2 1155 95.5f 9.8 19.8 40.5 -17.3

Export share of the volume of U.S.
agricultural production (%) 21.5 23.0 23.8p na na na na na na

CPI for food (1982-84=100) 190.7 195.3 202.9 214.1 221.0f 24 39 5.5 32

Share of U.S. disposable income
spent on food (%) 9.7 9.8 9.7 9.6 na 1.0 -1.0 -1.0 na

Share of total food expenditures for at-home
consumption (%) 51.4 51.5 51.5 51.5 na 0.2 0.0 0.0 na

Farm-to-retail price spread (1982-84=100) 239.2 246.2 248.1 na na 29 0.8 na na

Total USDA food and nutrition assistance
spending ($ bil.)? 50.9 53.1 54.3 na na 43 2.3 na na

f = Forecast. p = Preliminary. na = Not available. All dollar amounts are in current dollars.

! The methodology for computing these measures has changed. These statistics are not comparable to previously published statistics. Sources and computation
methodology are available at: www.ers.usda.gov/amberwaves/indicatorsnotes.htm

2 Based on October-September fiscal years ending with year indicated.

U.S. organic food sales are increasing ...domestic producers certified by Fruit, vegetables, and dairy accounted

faster than... USDA-accredited certifiers for 53 percent of the $18 billion organic
food market in 2007

Value ($ bil.) U.S. certified organic producers (1,000)
207 127 Sauces-3% Meat-3%
:iA 101 Snack foods
14 8 Bread & grains
127
107 67
8] 4 Packaged
6] foods
47 21
2
0- 0~ Beverages
2000 O 02 03 04 05 06 07 2000 O 02 03 04 05 06

For more information, see www.ers.usda.gov/amberwaves
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Behind the Data

STATISTICS

Validation Study Tests Accuracy of Homescan Data

Nielsen Homescan data provide a wealth of information about house-
hold purchasing patterns, allowing researchers to address questions
relating to the dynamics of retail food markets. Households participat-
ing in the Homescan panel use a scanner to record prices and quantities
of food products purchased at a wide variety of stores. ERS and other
researchers have used these data to understand consumer purchase
behavior. However, some researchers question the credibility of the
data since the data are self-recorded and the recording process is

time consuming.

With most surveys and primary statistical samplings, it is nearly impos-
sible to estimate the accuracy of participants’ self-recorded informa-
tion. However, due to a unique data overlap, researchers were able to
compare Homescan data with retail store data on consumer purchases.
This analysis suggests that Homescan data contain some recording er-
rors, but the overall accuracy seems to be in line with other commonly

used economic data sets.

A challenge in comparing Homescan data with other data sources is
the unique way in which Homescan data are collected. For each shop-
ping trip, participating households record the date and store using a
scanner provided by Nielsen. They then scan barcodes of the products
purchased and enter the quantity of each item, whether it was bought
at the regular or promotional price (such as a loyalty-card discount),
and the coupon amount (if used) associated with the purchase. To lessen
the time burden, Nielsen does not require households to enter prices
for items bought from major supermarket chains for which Nielsen has
store-level price data. Instead, Nielsen uses the chain store-level data

to construct average weekly prices for the items.

ERS and academic researchers used store checkout data from a major
supermarket chain to examine the accuracy of Homescan data. A pro-
cedure was developed to match shopping trips in each data set based on
the products purchased. Transactions were compared in several ways to
determine the similarity of self-reported Homescan information to re-
tailer records. There was no corresponding transaction in the retailer’s
data for approximately 20 percent of food-shopping trips recorded in
the Nielsen Homescan data, suggesting that the household misrecorded

either the store name or the date of the shopping trip.

For shopping trips that did match, researchers analyzed which items
were more likely to be missing in the Homescan trip by grouping the
missed items into product categories. Two types of items were com-

monly missing. The first group included on-the-go consumables such as

snacks or small drinks. It is likely that such items were often consumed

on the way home, before the purchase could be scanned.

The second group included items in categories containing many prod-
ucts with distinct, yet similar Universal Product Codes (UPCs), such
as different-flavored yogurts and baby foods. It is likely that individuals
simply scanned one container and entered a large quantity instead of

scanning each flavor (which would have a distinct UPC) separately.

The study also found that a greater share of expenditures was missed on
larger trips, suggesting that scanning a large number of items at one time
may have been too time consuming for the household. Overall, roughly
20 percent of the items purchased were not recorded by the Homescan
panelists. The quantity of recorded items, however, was reported fairly
accurately: 94 percent of the quantity information matched in the two
data sets. The match for prices was lower; in almost half the cases, the
two data sets did not agree. However, much of this difference can be
attributed to transactions that involved promotional or other temporary
sale prices. Nielsen’s practice of using store-level data as an estimate
of what households actually paid—rather than recording errors by
panelists—is likely the cause of the price differences in these situations.
For prices that involve no promotion or temporary price reduction,

there are recording errors in about |7 percent of the cases.

Do the recording errors matter! Random errors are less of an issue
than if recording errors are more prevalent for certain items or types
of households. Such errors could affect statistical analyses and lead to
incorrect conclusions. The researchers found that certain demographic
measures are more likely to lead to inconsistent results between the
two data sets. For example, the study shows that age, race, education
level, and male employment status affect prices paid for food differently
when analyzed in Homescan versus retailers’ data. Although neither
data set in this study, nor most data in general, can be 100 percent
accurate in all measures, these differences imply that caution may be
warranted when drawing conclusions from some research results using

Homescan data.

Ephraim Leibtag, eleibtag@ers.usda.gov

For more information, see. ..

On the Accuracy of Nielsen Homescan Data, by Liran Einav, Ephraim
Leibtag, and Aviv Nevo, ERR-69, USDA, Economic Research Service,

December 2008, available at: www.ers.usda.gov/publications/erré9/

S3IAVM HIANV H 600¢ INNT

WWW.ERS.USDA.GOV/AMBERWAVES




INDICATORS

STATISTICS

AMBER WAVES ! VOLUME 7 ¢ ISSUE 2

Markets and Trade

Forty-three percent of all organic handlers in 2007

manufactured privately labeled products...

Product type:
Packaged and prepared foods
Meat, fish, and poultry
Bread and grains
Dairy and eggs
Beverages, including coffee
Snack foods
Fruit, vegetables, beans, and mushrooms
Spice, oils, herbs, and sweeteners
Grains and feeds

Percent

of handlers

...and the smallest organic handlers sell the largest
share of their products under private labels

Percent of average gross sales sold under private label

57

51
47

All organic  Small ($250,000 Medium ($250,001 Large (> $2.5
handlers and below in - $2.5 million in million in
organic sales) organic sales) organic sales)

Source: USDA, Economic Research Service using 2007 Nationwide Survey of Organic Manufacturers, Processors, and Distributors.

Diet and Health

Single mothers and Black and Hispanic households were more likely to have difficulty putting

adequate food on the table in 2007

Percent of households
407

. Low food security

. Very low food security

307
20-
10"
o = -_I_IJ

AllUS. Married  Single  Single Multi-  Women  Men With White  Black  Hispanic Other
with mothers fathers adults, no

children

children

alone

alone elderly non- non-
Hispanic Hispanic

Source: Calculated by ERS using data from the December 2007 Current Population Survey Food Security Supplement.

Farms, Firms, and Households

Rural America

Principal farm operators are an aging population,

with more than half 55 years or more

Percent

. 65 years and over
. 55 to 64 years
. 45 to 54 years
D 35 to 44 years
. 25 to 34 years
. Under 25 years

100 7
80
60
40
207
0-

1978 1987 1997 2007
Census year

Source: 1978-2007 Censuses of Agriculture.

Housing values relative to household income are

higher in counties with a mix of forest and open land
M other
(1,805 counties)

[I] 40-85% forestland
0.81 (1,263 counties)

In metro areas

Nonmetro adjacent
to metro areas

Nonmetro not
adjacent to metro areas

Note: Value of housing relative to norm for household income expressed
as a percent deviation, 2000.
Source: Census of Population, 2000.
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On the Map

STATISTICS

Unemployment Rate
Highest in Michigan

Nationally, the unemployment rate was
8.8 percent (not seasonally adjusted)
in the first quarter of 2009. Total un-
employment rates ranged from 12.9
percent in Michigan and 1.8 percent in
Oregon to 4.9 percent in Wyoming and
Nebraska. South Carolina (14.7 percent),
Michigan (14.4 percent), and Oregon
(14.2 percent) had the highest nonmetro
unemployment rates. Nebraska had the
lowest nonmetro unemployment rate at
4.8 percent. In South Carolina, nonmetro
employment declines were primarily
in retail trade, manufacturing, and the
public sector. In Michigan, layoffs in auto
assembly and parts manufacturing have
hit both nonmetro and metro areas. In
metro areas, Michigan had the highest
unemployment rate at 12.5 percent, fol-
lowed by Rhode Island (11.3 percent), and
Oregon (l1.I percent).

Timothy Parker,
tparker@ers.usda.gov

In the Long Run

County unemployment rates, first quarter 2009
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Source: USDA, Economic Research Service analysis of Bureau of Labor Statistics data.

Markets, Policies, and
Weather Contribute to
Disparities in Value of Crop
and Livestock Production

During the 1970s, the value of pro-
duction (farm price times quantity
produced) for U.S. crops and livestock
tended to move in sync, with peaks in
1973 for livestock and in 1974 for crops.
In the 1980s, Payment-In-Kind and acre-
age reduction programs, along with ad-
verse weather, combined to reduce crop
production. Economic growth in many
developing countries in the mid-1990s
led to greater demand for U.S. crops and
a surge in crop prices. The recent spike
in the value of crop production reflects
higher prices due to poor weather in
major producing areas and use of crops
in biofuels production.

Roger Strickland,
rogers@ers.usda.gov

Crop and livestock value of production trends

$ billion (2000=100)
160
150 Value of livestock production
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Source: Prepared by USDA, Economic Research Service.
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