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Foreword

by Dan Glickman, Secretary

P roviding information to the public is a core function of the U.S. Department
of Agriculture. In fact, Abraham Lincoln created USDA in 1862 with the
mission "to provide information about agriculture in the most comprehensive
and general sense of the word." The Agriculture Fact Book helpsfulfill that mis-
sion, offering thousands of useful facts about American agriculture and rural
communities.

This Fact Book is also ahandy reference tool that also describes USDA's
varied programs. That includes not just our agricultural production programs--
those that help American farmers and ranchers—but also the many other functions
captured under our broad mandate. For example, many people probably do not
realize that USDA:

 Leads national antihunger efforts, including food stamps, school meals,
and the new Community Food Security Initiative;

 Provides national conservation assistance, helping protect soil, water, and
wildlife on the 70 percent of American land that is privately held;

* Manages 192 million acres of forests and grassland through the Forest
Service, which employs nearly half of USDA's workforce;

« Delivers housing, telecommunications, safe drinking water, and moreto
the Nation's rural communities;

* Protects the safety of all meat, poultry, and egg products;

» Conducts innovative research on new crop technologies, human nutrition,
and conservation practices that allow usto grow more food and fiber
using less water and less pesticides;

» Promotes open markets for U.S. agricultural products, and provides food
aid to needy people overseas.

From production agriculture to the global marketplace and the corner store,
from food safety to conservation, from managing our forests to administering the
Nation's feeding programs, from supporting rural Americato pursuing awide-
ranging research agenda, USDA touches your life every day.

Information about all of these USDA activities can be found here. However,
this book is not the only USDA information source. Our award-winning Internet
sitesareinsightful and easy to use. www.usda.gov isyour gateway to an ever-
widening universe of facts, statistics, and up-to-the-minute information.



We are also using information technology to deliver improved customer service.
For example, our multimedia public outreach is powering efforts to:

* Let eligible people know that food stamps are available to help them feed their
families;

* Callect public comments on USDA regulations, including those to establish a
definition of organic food and establish aroadless policy for our national
forests;

* Disseminate the 5th edition of the Dietary Guidelines for Americans;

» Promote the Millennium Green project, which isimproving Americans’ envi-
ronment in urban, suburban, and rural areas by planting trees and gardens.

Whether you are afarmer, an exporter, a government official, a student, a scien-

tist, or an interested citizen, I’ m confident that you will find this book helpful. | hope
that you will take advantage of the Agriculture Fact Book and the other information
sources available from USDA.
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1999 AGRICULTURE FACT BOOK

Millennium Milestones

s USDA looks toward the next century and millennium, we also look back

to the rich past of American agriculture. The Millennium Milestonesin this
Agriculture Fact Book observe key historic markers that are the background leading
up to some important issues that USDA faces every day—from production agriculture
to nutrition, from soil surveysto food safety, from education to animal health, and
from agricultural research to rural development. Thislook backward can help usto
look forward with better awareness as we meet the challenges of the new millennium.

Soil Surveys

1830 Massachusetts became the first State to perform a soil survey.

1894 Secretary of Agriculture, J. Sterling Morton, establishes the Division of

Agricultural Soilsinits Weather Bureau; Milton Whitney is named as Chief of

the Division.

1899 The National Cooperative Soil Survey established, creating a program of

shared responsibilities and costs among Federal, State, and local soil districts.

1901 The Division of Soilsisreorganized as the Bureau of Soils. 100 soil

types had been identified, bearing names that combined information on the

types' location and texture-such as Jordan sandy loam.

1904 400 soil types had been identified, and additional soil characteristics,

including color and organic matter content, were adopted as bases for

differentiating soil series.

1907 First use of official soil survey for land appraisal and tax assessment in

Glenn County, CA. By 1912, thistype of soil interpretation had received offi-

cial recognition and support from the National Tax Association.

1909 715 soil typesidentified.

1911 Thefirst USDA circular on soils, titled Soils of the Eastern United States

and Their Use, published.

1912 1,650 soil types identified.

1920's Michigan uses soil survey datato plan road and highway development.

« Soil erosion identified as serious threat to agricultural productivity.

* Ten regional erosion experiment stations set up.

* Increase in the quality and precision of the base maps, and the inception of
aerial photography in soils mapping, increased the precision of plotting
boundaries.

1930's Sail surveys used by the Bureau of Reclamation in planning large-scale

irrigation and reclamation projects.

1935 Soil Conservation Act establishes a Soil Conservation Service (SCS) at

USDA to carry out a continuing program of soil and water conservation.

vii



1950's Sail survey finds increasing application in land use planning as the
Nation urbanizes. Soil survey division samples soilsinternationally to test
residual radioactivity resulting from above-ground nuclear testing.

1952 Secretary’s Memorandum 1318 consolidated all soil survey work of the
Department—including mapping, classification, correlation, interpretation,
laboratory services, map compilation, and publication—and placed the activity
in SCS.

1966 Public Law 89-560 gave firm authority to the soil survey to provide infor-
mation for public and private entities for use in nonagricultural planning and
resource devel opment.

1985 Soil survey interpretations used to support land designations for the 1985
Farm Bill compliance provisions.

1990's The soil survey enters an eraof dynamic, multilayered databases useful
for site-specific analyses. The National Soil Information System (NASIS)
becomes available as an online tool.

Nutrition Research and Nutrition Guidance

viii

1796 Lemon juice introduced in British Navy to prevent scurvy.

1888 W.O. Atwater named as Chief of the newly organized Office of
Experiment Stations at USDA; he and others construct the first calorimeter.
1894 USDA publishes Farmers Bulletin giving the first dietary recommenda-
tions (Specific vitamins and minerals have not been discovered.). Dietary
guidelines will continue to be revised as the science base evolves.

1899 USDA publishes compilation of the composition of alarge number of
foods (forerunner of Handbook 8, classic tables of food composition).

1900 By the turn of the 20th century, scientists had identified protein, fat, and
carbohydrates as the basic nutrients in food.

* 1902 Atwater linked dietary intake to health, noting that “the evils of overeating

may not be felt at once, but sooner or later they are sure to appear—perhapsin
excessive amount of fatty tissue, perhapsin general debility, perhapsin actual
disease”

1912-24 Relationship identified between “ accessory food factors’ (vitamins)
and dietary deficiency syndromes, such as scurvy and beriberi.

1913-16 Discovery of vitamins A and B.

1916 Thefirst USDA food guide, Food for Young Children, appears, listing five
groups (milk and meat, cereals, vegetables and fruits, fats and fatty foods, and
sugars and sugary foods).

1917 USDA issued How To Select Foods—thefirst dietary recommendations
for the general public—based on same five food groups.

1921 Guide released using same five food groups but adding suggested
amounts of foods to purchase each week for the average family.

1921-24 Blindnessin children shown to be aresult of lack of vitamin A.
1922-27 With the implementation of a statewide prevention program, the goi-
ter ratein Michigan fell from 38.6 percent to 9 percent.



* 1922 Vitamin D identified in cod liver oil.

» 1924 lodine was added to salt to prevent goiter.

» 1930's The Federal Government devel oped food relief and food commodity
distribution programs, including school feeding and nutrition education pro-
grams and national food consumption surveys.

» 1932 Vitamin C isolated from lemon juice.

» 1933 USDA publishesfood plans at four cost levelsto help people shop for
food, including 12 major food groups, to buy and use in aweek to meet nutri-
tional needs.

* 1938 Amino acids classified as essential and nonessential.

* 1940's Fortification of milk with vitamin D was a critical step in rickets con-
trol. Pellagravirtually eliminated by enriching flour with niacin.

* 1941 President Franklin D. Roosevelt convened the National Nutrition
Conference for Defense, which led to the first Recommended Dietary
Allowances of nutrients and resulted in the issuance of War Order Number
One, aprogram to enrich wheat flour with vitamins and iron.

1941 Evidence provided for the influence of prenatal diet on the health of the
newborn infant.

» 1943 Basic Seven food guide released as the National Wartime Nutrition
Guide (which was updated as National Food Guide in 1946).

* 1949 Framingham study of coronary heart disease risk factors begins, to iden-
tify contribution of diet to development of cardiovascular disease and the effect
of elevated serum cholesterol on the risk for coronary heart disease.

* 1940's First simple daily nutrition guide published.

» 1956 USDA published new food guide, the Basic Four, that recommended
minimum number of foods from the four food groups—milk, meat, fruits and
vegetables, and grain products; it was widely used for the next 2 decades.

» 1970's Food and nutrition labeling and other consumer information programs
stimulated the devel opment of products low in fat, saturated fat, and choles-
terol.

» 1977 Dietary Goals for the United States, published by Senate Select
Committee on Nutrition and Human Needs, shifted focus of dietary guidance
from obtaining adequate nutrients to avoiding excessive intake of some foods.

* 1979 Publication of Food began to address the role of fats, sugars, and sodium
inrisksfor chronic disease. The Basic Four food groups addition of afifth
group—fats, sweets, and al coholic beverages-targeted for moderation.

» 1980 USDA and the U.S. Department of Health and Human Services pub-
lished first edition of Nutrition and Your Health: Dietary Guidelines for
Americans (which has been revised every 5 years). This and subsegquent
editions form the basis of Federal nutrition policy and provide a consensus
on what makes a healthy diet.

» 1990 Third edition of the Dietary Guidelines promotes healthful eating through
variety and moderation, and suggests a goal of 30 percent or less of calories
from fat and less than 10 percent of calories from saturated fat.



* 1990 Nutrition Labeling and Education Act of 1990 mandates use of nutrition
information on virtually all packaged and processed foods.

» 1992 Food Guide Pyramid released.

* 1994 Nutrition Facts Label required to give consumersinformation on nutri-
tional content of foods.

» 1995 New (fourth) edition of Dietary Guidelines, now mandated by law, was
released.

Animal Health

» 1870 Foot-and-mouth disease, a severe, highly communicable viral disease of
cattle, swine, sheep, goats, deer, and other ruminants, first reported in the
United States. The disease spreads widely and rapidly, causing grave physical
and economic consequences.

» 1882 Robert Koch discovered the bacterium that caused tuberculosis (TB) and
demonstrated how it was transmitted, making it possible to diagnose the dis-
ease in cattle and facilitating the control and eradication of TB in animals.

» 1889 Bureau of Animal Industry researchers discovered the carrier of tick fever
(also called cattle fever, Texas fever, and distemper of cattle). A microparasite
causing Texas fever and its transmittal by cattle ticks caused a chronic health
problem among southern cattle. This was thefirst disease to be identified in
which a protozoan parasite was communicated to a mammalian species by an
arthropod vector.

* 1892 Contagious bovine pleuropneumonia eradicated 49 years after itsintro-
duction into the United States. This slow-spreading contagious bacterial dis-
ease of cattle had caused severe loss of cattle and great economic harm.

* 1899 Improved method of anthrax inoculation hel ps eliminate this dangerous
disease of warm-blooded animals (including human beings) that is caused by
the spore-forming bacterium Bacillus anthracis.

» 1903 Hog cholera serum devel oped to combat a highly infectious viral disease
of swine. Pigs were immunized using the serum from recovered pigs and a lit-
tle of the blood of an acutely ill pig.

* 1910 35 States and territories required tuberculin testing of all entering cattle.
Tuberculosisis a contagious disease of both animals and humans. In an effort
to reduce TB in the children at Indian schools, the Bureau of Animal Industries
began TB testing of dairy cattle herds on reservations in several States; in1910,
35 States enacted legislation to test every cow, in every herd, on every farm.

* 1929 Foot-and-mouth disease, a highly contagious viral disease of cattle, swine,
sheep, goats, deer, and other ruminants, was eradicated from the United States.

* 1929 Fowl plague (avira disease reclassified in 1950 as avian influenza) was
eradicated from the United States.

» 1934 Glanders—a contagious, acute or chronic, usually fatal bacterial disease
of horses—was eradicated from the United States.



* 1942 Dourine, an often chronic venereal disease of horses, was eradicated from
the United States.

» 1943 The cattle fever tick, Boophilus, was eradicated from the Continental
United States, and deaths of cattle from tick fever stopped. Texas fever was
the first disease to be eradicated by eliminating the vector and the first major
disease to be eradicated by using chemical agents directed at the vector.

» 1947 The United States began formal cooperation with Mexico to prevent
spread of foot-and-mouth disease. Congress also established authority to
cooperate with Mexico, Central American countries, Panama, Colombia,
and Canada to control or eradicate other animal diseases.

* 1955 Sterile flies were used to control screwworm (a cattle pest that causes
extensive damage to domestic livestock) by interrupting its ability to breed.
Screwworms were eradicated from the entire Southeastern United Statesin
1959, and in 1966, they were eradicated in the Southwest and in the entire
United States.

* 1959 Vesicular exanthema (VE) of swine was eradicated. This acute, highly
infectious disease, first observed in Californiain 1932, became widespread in
the United Statesin the 1950's. A vigorous campaign by USDA to eradicate
the disease was successful.

» 1971 Eradication of Venezuelan equine encephalomyelitis (VEE), a mosquito-
borne disease of all equine species that humans can also contract. After the
disease entered southern Texasin 1971, Federal and State animal health
officials, the U.S. military, and affected communities took swift action to
control and eradicate this outbreak. Effortsincluded spraying 13 million
acres for mosguitoes and vaccinating 2.8 million horses.

* 1973 Sheep scabies (Psoroptic mange), which had afflicted sheep husbandry
for more than 2,000 years, was declared eradicated in the United States.

» 1974 Exotic Newcastle disease was eradicated after the destruction of nearly
12 million chickens. In 1971, amajor outbreak of this contagious and fatal
viral disease had occurred in commercial poultry flocksin southern California.
Eradication efforts cost taxpayers $56 million, and the disease has not affected
domestic chickensin the United States since that outbreak was eradicated in
1974.

» 1978 Hog cholera—ahighly contagious viral disease of swine that had caused
enormous losses to the hog industry—was eradicated from the United States
after a 16-year effort by the industry and by State and Federal governments.

1985 Lethal avian influenza eradicated. This disease is an extremely infectious
and deadly form of avian influenzavirus. Eradication efforts of 21983 and
1984 high pathogen avian influenza (HPAI) outbreak in eight Northeastern
States involved destruction of more than 17 million birds and cost nearly
$65 million.
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Agricultural Education and Extension

Xii

18th century Essays Upon Field Husbandry, written by Jared Eliot
(1685-1763) of Connecticut.

1785 Thomas Jefferson’s Notes on the Sate of Virginia contained one of the
finest detailed descriptions of agriculture in an American State and asserted
thevirtues of rural life.

1825-50 Some schools and colleges began to offer courses in agriculture and
in sciences helpful to agriculture.

1855 Michigan and Pennsylvania passed |egislation providing for establish-
ment of Michigan Agricultural College and the Farmers High School, later
Pennsylvania State College.

1862 The drive for agricultural education culminated in the passage of the
Morrill Land Grant College Act, which provided grants of public land to every
State to be sold to fund an ingtitution of higher education.

1871 Cornell University College of Veterinary Medicine granted itsfirst
bachelor’s degree.

1874 Chatauqua system of adult education founded in New York.

1877 The University of Illinois offered the world'sfirst course in general
bacteriology.

1890's Devel opment of agricultural education in secondary schools beginsin
local areas and some States.

1890 Second Morrill Act funded land-grant colleges for blacks in States where
1862 land grants were segregated.

1900 First corn club for boys, forerunner of 4-H clubs.

1903 Seaman K napp began boll-weevil demonstration project in Texas, an
inspiration for extension education, along with mobile school project of
Booker T. Washington and George Washington Carver of Tuskegee Institute.
1914 Smith-Lever Act passed establishing the Cooperative Extension Service
system.

1924 Clark-McNary Act provided for forestry extension work.

1928 Future Farmers of America founded.

1935 Bankhead-Jones Agricultural Research Act more than doubled Federal
support of extension work.

1941 Extension agents worked in every rura county in the country, including
Alaska, Hawaii, and Puerto Rico.

1964 Federa antipoverty programs led to expansion of extension education
programs to urban areas.

1975 University of Nebraska professors established AGNET, the Nation’sfirst
interactive computer network to exchange agricultural information. AGNET
allowed users miles away to access economic and management information.
1977 Legidation authorized funds to conduct extension programs and activi-
ties, aswell asresearch programs, at the 1890 institutions and Tuskegee
Institute.

1994 The Equity in Educational Land-Grant Status Act of 1994 established
29 tribal colleges, providing an endowment fund and authorizing extension
activities at these 1994 land-grant institutions.



Agricultural Production Technology

1793 Invention of cotton gin.

1794 Thomas Jefferson’s moldboard plow tested.

» 1797 Charles Newbold patented first cast-iron plow.

* 1819 Jethro Wood patented iron plow with interchangeable parts.

1834 McCormick reaper patented.

* 1834 John Lane began manufacturing plows faced with steel saw blades.

» 1837 John Deere and L eonard Andrus began manufacturing steel plows.

» 1837 Practical threshing machine patented.

1841 Practical grain drill patented.

* 1844 Practical mowing machine patented.

» 1849 Mixed chemical fertilizers sold commercially.

* 1856 2-horse, straddle-row cultivator patented.

* 1862-75 Change from hand power to horses characterized the first American
agricultural revolution.

* 1868 Steam tractors tested.

* 1869 Spring-tooth harrow for seedbed preparation appeared.

» 1870's Silos came into use.

» 1870's Deep-well drilling first widely used.

* 1874 Glidden barbed wire patented. Availability of barbed wire allowed fenc-
ing of rangeland, ending era of unrestricted, open-range grazing.

* 1884-90 Horse-drawn combine used in Pacific coast wheat areas.

* 1890-95 Cream separators came into wide use.

» 1910-15 Big open-geared gas tractors came into use in areas of extensive farm-
ing.

» 1930'sAll-purpose, rubber-tired tractor with complementary machinery came
into wide use.

* 1942 Spindle cotton picker produced commercially.

 1945-70 Change from horses to tractors and the adoption of a group of techno-
logical practices characterized the second American agriculture revolution.

* 1954 Number of tractors on farms exceeded the number of horses and mules
for thefirst time.

» Late 1950's-1960’s Anhydrous ammoniaincreasingly used as cheap source
of fertilizing nitrogen.

* 1965 99 percent of sugar beets harvested mechanically.

» 1968 96 percent of cotton harvested mechanically.

» 1970's No-till agriculture popularized.
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Government Programs and Policy

Xiv

1776 George Washington suggested to Congress the establishment of a
National Board of Agriculture.

1819 New York State Board of Agriculture set up by State legislature.

1820 Agriculture Committee established in U.S. House of Representatives.
1825 Agriculture Committee established in U.S. Senate.

1839 $1,000 appropriated for Patent Office work with agricultural statistics.
1853 New York appointed first State entomol ogist.

1862 USDA set up without Cabinet status “to acquire and to diffuse among the
people of the United States useful information on subjects connected with
agriculture in the most general and comprehensive sense of that word...”
1874 Georgia set up the first State Department of Agriculture.

1889 USDA raised to Cabinet status.

1890, 1891, 1906 Meat Inspection Acts establish Federal program for
certifying safety and quality of meats.

1893 Office of Road Inquiry organized at USDA to run demonstration and
education programs.

1897 Greater emphasisin Federal agriculture program given to plant explo-
ration and to increasing agricultural production.

1900-1920's Federal role in regulating food safety and marketing grows with
passage of Pure Food and Drug Act, Cotton Futures Act, Packers and
StockyardsAct, and Grain Futures Act.

1906 Appointment of first county agricultural agent.

1922 Capper-Volstead Act encouraged the growth of rural cooperatives.

Early 1930’s First Federal assistance to school lunch programs.

1930 Unprecedented drought relief legidlation enacted.

1933-40 New Deal legidation increased Federal involvement in agriculture
through production control, price support, and marketing programs; credit;
rural relief and resettlement; soil conservation; crop insurance; rural e ectrifi-
cation; and other programs.
1935 Rural Electrification Administration organized at USDA to bring electric-
ity to farms.

1939 Food stamp plan begun.

1949 Rural Telephone Loan program begun.

1956 Soil Bank Program authorized to expand conservation of fragile lands
and help control production.

1957 Poultry Inspection Act added poultry to the list of products inspected by
USDA.

1961 Public Law 480 extended and expanded to increase U.S. food assistance
to developing countries.

1964 Food Stamp Act expanded earlier food stamp program and established it
asamajor form of Government assi stance to the poor.

1965 Appal achian Regional Development Act established Appal achian
Regional Commission, amodel regional rural development program.



1966 President’s Commission on Rural Poverty appointed to investigate
conditions of the rural poor and recommend programsto alleviate poverty in
rural areas.

1966 Child Nutrition Act established the School Breakfast Program and
Special Milk Program.

1966-67 National Advisory Commission on Rural Poverty organized;

it published The People Left Behind, calling attention to rural poverty.

1971 Rural Telephone Bank organized to finance rural telephone cooperatives.
1972 Rural Development Act established rural development as an important
mission of USDA.

1973 Agriculture and Consumer Protection Act emphasized maintaining or
increasing instead of controlling production, an unusual, and short-lived, goal
for U.S. farm policy.

1975 Economic Research Service reports reversal of rural-to-urban migration
during 1970-73.

1985 Food Security Act lowered Government farm supports, promoted
exports, set up the Conservation Reserve Program, and established National
Advisory Commission on Agricultural and Rural Development Policy.

1989 30 million acres retired under the Conservation Reserve Program.

1994 The Federal Crop Insurance Reform and Department of Agriculture
Reorganization Act reorganizes USDA into mission areas and callsfor closing
or consolidating one-third of USDA’s 3,700 field offices.

1996 Federal Agricultural Improvement and Reform Act reoriented farm pro-
gramsto increase reliance on market signals by allowing flexibility in planting
and by “decoupling” support payments from levels of production.

Highlights of USDA Agricultural Research

1863 First monthly crop report published by USDA.

1866 Division of Botany created to preserve herbarium material collected in
various government expeditions.

1871 Division of Microscopy created.

1873 Washington navel orange introduced into California with trees secured
from Brazil by USDA.

1875 Agricultural experiment stations established in Connecticut and
Cdlifornia

1884 Bureau of Animal Industry established.

1887 15 States had formally organized experiment stations.

1887 Hatch Experiment Station Act provides Federal funding to State
experiment stations.

1888 First successful biological control of crop pest; Vedalia beetlesimported
from Australiato control fluted scale on citrus.

1891 First comprehensive list of animal and human parasites devel oped; today
comprises more than 30 volumes.

1900 First methodical breeding of plants for disease resistance—wilt-resistant
cotton.
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 1900-1910 George Washington Carver, director of agricultural research at
Tuskegee Institute, pioneered in finding new uses for peanuts, sweet potatoes,
and soybeans, thus helping to diversify southern agriculture.

» 1910 USDA domesticated the wild blueberry.

* 1910 Scientists demonstrated that pasteurization killed toxin-producing organ-
ismsin raw milk without destroying beneficial lactic acid bacteria.

» 1918 W.W. Garner and H.A. Allard discovered that relative day and night
length contral flowering, known as photoperiodism.

1923 Tobacco mosaic virusisolated; established that viruses cause many plant
diseases.

» 1925 Purnell Act provided for experiment stations to pursue economic and
sociological research.

» 1932 Use of carbon dioxide tested as a method to retard decay in fresh
produce.

» 1937 Insect sterilization technique for mating disruption proposed by Edward
F. Knipling.

» 1938 Agricultural Adjustment Act established four regional research centersto
develop new uses for farm products.

» 1941 Deep vat fermentation developed in Peoria, Illinois, by Andrew Moyer,
allowing mass production of penicillin.

» 1944 Beltsville small white turkey developed, progenitor of today’s
commercial turkeys.

1944 Discovery that plants use the red part of sunlight to launch growth
changes.

* 1946 Technique developed to produce high-quality frozen orangejuice
concentrate.

1948 Time-temperature tolerance project developed nine principles for
freezing vegetables—still the industry standard.

1950 Economical methods for producing dextran devel oped; first used as
aternative to blood plasmain Korean War.

1950 First light-scattering instrument for measuring size of molecules
designed.

» 1950’ s Process for making instant potato flakes devel oped.

» 1953 Agricultural Research Service created in major reorganization of USDA.

» 1953 Discovery of THPC, compound that imparts fire resistance to cotton
fabrics.

» 1954 DEET (N,N-diethyl-m-toluamide) insect repellent developed.

* 1956 First nucleotide sequence of transfer ribonucleic acid (RNA) isolated and
characterized.

» 1958 National Seed Storage L aboratory set up to provide long-term storage of
plant germplasm.

* 1962 First commercial semi-dwarf cultivar of acereal grain in North America
produced, helping to launch the “ Green Revolution.”
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1965 Durable press (permanent press) cotton textile devel oped.

1971 Viroids, the smallest known agents of plant disease, discovered by
Theodor O. Diener.

1973 Super Slurper devel oped, a combination of starch and a synthetical
chemical that absorbs hundreds of timesits own weight in water.

1988 First transgenic farm animals born.

1989 First separation of living farm-animal sperm into male- and female-
producing batches.

1990 Fat replacement for food—" Oatrim” —devel oped from carbohydrate
fiber and natural enzymes.

1990's Biodegradabl e plastics devel oped with cornstarch.

1994 First genetic map of blueberry.

1997 Gel formulation of formic acid developed to control parasitic bee mites.
1998 First noninvasive live-animal test for prion disease, scrapie, invented.
1998 Bacterial microbe mixture, PREEMPT, developed for competitive
exclusion of Salmonella.

1999 Technique devel oped to grow taxol-producing cells in tissue culture.
1999 Rapid test devel oped to identify antibiotic-resistant strain of Salmonella;
reduced test time from 6 weeks to 2 hours.

Legal and Regulatory Actions on Food Safety

1860's Following the Civil War, foods began to be mass produced and
marketed in the United States, which led to food safety concerns about
the way foods were processed, handled, and packaged.

1880's USDA devel oped methods to detect food adulteration, paving the
way for the Pure Food and Drug Act.

1891 Federa ante- and post-mortem meat inspection mandated for U.S.
exports. The goal was to promote meat exports to countries by requiring
certification of inspection that was comparabl e to that which the foreign
country provided. U.S. firms could reguest inspection of meat for domestic
markets, but the widespread use of this voluntary program was prevented
by the limitation on appropriations.

1906 Upton Sinclair’'s novel, The Jungle, drew attention to unsanitary
conditionsin U.S. meat packinghouses.

1906 Five months after Sinclair’s novel was published, the Federal Meat
Inspection Act and the U.S. Federal Food, Drug, and Cosmetics Act were
passed, establishing two separate administrations: the U.S. Department of
Agriculture (USDA) for meat inspections, and the U.S. Food and Drug
Administration (FDA) for inspections of all other foods. The Federal Meat
Inspection Act established mandatory Federal inspection of all meatsin
interstate commerce and provided continuous inspection of successive
stages of processing. The Pure Food and Drug Act prohibited misbranded
and adulterated foods and drugs from interstate commerce, and provided
for seizure of violative products and the imposition of criminal sanctions.
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1938 The Food, Drug, and Insecticide Administration (later renamed the
Food and Drug Administration) became a separate unit of USDA.

1938 Congress enacted the U.S. Federal Food, Drug, and CosmeticsAct
(FDCA) extending earlier legislation. Under the FDCA, the safety, purity,
and wholesomeness of the food supply is ensured primarily by provisions
forbidding interstate commerce in “adulterated” food.

1947 Federa Insecticide, Fungicide, and Rodenticide Act enacted.

1952 In Berger v. United States, pickles held in open vats where pigeons
were flying around were in violation of section 402(a)(4) of the FDCA and
were condemned as adulterated, despite lack of direct evidence of pigeon
contamination of vats or pickles. The courts required only that afood

“may” have become defective.

1953 Congress gave FDA authority to inspect a plant, after written notice to
the owner, without awarrant and without permission of the owner.

1957 In the 1950's, poultry consumption increased significantly, leading to
enactment of the Poultry Products Inspection Act for poultry slaughter and
processing.

1958 Food Additives Amendment of 1958.

1966 Fair Package and Labeling Act.

1967 Wholesome Meat Act.

1968 Wholesome Poultry Products Act.

1969 Good manufacturing practices regulations first adopted.

1970 Egg Products Inspection Act.

1974 In American Public Health Association v. Butz, Salmonella was ruled as
anatura contaminant of food and not an adulterant that could be readily con-
trolled.

1986 USDA's Processed Products | nspection Improvement Act eliminated
daily Federal inspection of meat and poultry slaughter and processing plants.
Federal inspection was increased at plants that were deemed to have higher
health risks.

1990 Nutrition Labeling and Education Act.

1992 U.S. Ninth Circuit Court of Appeals overturned EPA’s use of de minimus
standard for pesticide cancer risk.

1993 The public interest group, Safe Tables Our Priority (S.T.O.P), was
formed by parents of children who had becomeill or died from E. coli
0157:H7 contamination in hamburgers.

1994 In Texas Food Industry v. Espy, the court ruled that E. coli O157:H7 isan
adulterant. This meant that meat and poultry contaminated with E. coli
0157:H7 must be destroyed.



1994 The Uruguay Round of the General Agreement on Tariffs and Trade was
signed; it provides aframework for distinguishing protectionist regulations
from legitimate Sanitary and Phytosanitary (SPS) measures by requiring all
SPS measures to be science based.

1994 USDA required all raw (and partially cooked) meat and poultry products
to carry alabel explaining safe cooking, storing, and handling practices.

1995 The food code was revised in 1973 and, since 1995, will be updated
annually because of improved information about foodborne pathogens and
how to prevent associated illnesses.

1995 FSIS aso introduced a process certification program. If acompany can
demonstrate that its new process will “significantly reduce’ pathogens, then it
can be certified.

1995 FDA promulgated a Hazard Analysis and Critical Control Point
(HACCP) plan for seafood (Federal Register, December 18, 1995).

1996 FSIS requires that all meat and poultry slaughter and processing plants
implement the pathogen reduction/HACCP system to identify hazards and
critical control pointsin their particular production, processing, and marketing
activities (Federal Register, July 25, 1996). HACCP focuses on identifying
hazards and preventing pathogen contamination rather than detecting defective
products.

1997 The National Food Safety Initiative has several components: anew early
warning system for foodborne illness, outbreak coordination, risk assessment,
bi oscience research, maximizing inspections to support HACCP, improving
food safety education, and a strategic plan for action.

1997 The Center for Science in the Public Interest petitioned FDA for warning
labels about Salmonella enteritidis (SE) risks on shell egg cartons, and for
HACCP programs on all egg-producing farmsto control SE.

1998 New and proposed regulations for the safety of juice.

1998 New regulation for shell eggs.

1999 Regulatory guidelines cover Listeria monocytogenes contamination of
ready-to-eat livestock and poultry products.

XixX



Statistical Profile of U.S. Farm Life

XX

1893 42 percent of population lives on farms

1908 33 percent of population lives on farms, and 54 percent livein rural areas
1920 30 percent of the population lives on farms

1930 58 percent of all farms had cars; 34 percent had telephones,

13 percent had electricity

1933 10 percent of farms electrified; 26 percent of population lives on farms
1935 35 percent of farms electrified

1940 23 percent of population lives on farm; 43 percent of population lives
inrural areas

1950 12 percent of population lives on farms

1954 70.9 percent of all farms had cars; 49 percent had telephones,

93 percent had electricity

1960 8 percent of population lives on farms

1970 26 percent of population livesin rural areas

1972 5 percent of population lives on farms

1975 90 percent of all farms had telephones; 98.6 percent had electricity
1979 99 percent of farms electrified

1982 3 percent of population lives on farms; 97 percent of farms have
telephone service

1988 75 percent of U.S. counties, with 26 percent of population, are
nonmetropolitan



U.S. Agriculture—Linking
. Consumers and Producers

m What Do Americans Eat?

onsistent with dietary and health recommendations, Americans now consume a

half more grain products and a fourth more fruits and vegetables per capita than
they did in 1970, eat |eaner meat, and drink lower fat milk. Moreover, a steady
increase in the proportion of refined flour that is enriched (from 65 percent in 1970 to
more than 90 percent today) and changes in flour-enrichment standardsin 1974 and
1983, along with big increasesin grain product consumption since 1984, have
boosted per capita supplies of four of the nutrients lost in the milling process and
approximately replaced by manufacturers—iron, niacin, thiamine, and riboflavin,
and, since January 1, 1998, folate.

But contrary to recommendations, Americans are consuming record-high
amounts of caloric sweeteners and some high-fat dairy products, and near-record
amounts of added fats, including salad and cooking oils and baking and frying fats.
Moreover, the hefty increase in grain consumption reflects higher consumption of
mostly refined, rather than high-fiber, whole-grain products—Iess than 2 percent of
the 150 pounds of wheat flour consumed per capitain 1997 was whole wheat flour.
(Most nutrients lost during processing, including fiber, vitamins, minerals, and phyto-
chemicals, are not restored to refined flour.)

A variety of factors are responsible for the changesin U.S. consumption patterns
inthe last 25 years, including changesin relative prices, increasesin real (adjusted
for inflation) disposable income, and more food assistance for the poor. New prod-
ucts, particularly more convenient ones, also contribute to shiftsin consumption,
along with more imports, growth in the away-from-home food market, expanded
advertising programs, and changes in food-enrichment standards and fortification
policy. Sociodemographic trends also driving changes in food choices include smaller
households, more two-earner households, more single-parent households, an aging
population, and increased ethnic diversity. An expanded scientific base relating diet
and health, new Dietary Guidelines for Americans designed to help people make food
choices that promote health and prevent disease, improved nutrition labeling, and a
burgeoning consumer interest in nutrition also influence marketing and consumption
trends.

USDA's Economic Research Service (ERS) estimates per capitafood supplies,
based on food disappearance data. Estimates of food for domestic human consump-
tion usually are calculated by subtracting measurable uses such as exports, industrial
consumption, farm inputs, and end-of-year inventories from total supply (the sum of
production, beginning inventories, and imports). Accordingly, the data are indirect



measures of actual consumption. They may overstate what is actually eaten because
they represent food supplies available in the market and do not account for waste.
Food supply nutrient estimates are derived from the disappearance data by
researchersin USDA's Center for Nutrition Policy and Promotion.

Per Capita Meat Supply Larger and L eaner. Now more than ever, wearea
Nation of meat eaters—but we are eating leaner meat. In 1999, total meat consump-
tion (red meat, poultry, and fish) amounted to 197 pounds (boneless, trimmed-weight
equivalent) per person, 20 pounds above the 1970 level and 91 pounds above the
average annual level for the 1930's, when effects of the Great Depression dampened
consumption. Each American consumed an average of 18 pounds less red meat
(mostly less beef) than in 1970, 35 pounds more poultry, and 3 pounds more fish and
shellfish.

Nutritional concern about fat and cholesterol has encouraged the production of
leaner animals, the closer trimming of outside fat on retail cuts of meat, the marketing
of lower fat ground meat and processed meat products, and consumer substitution of
poultry for red meat—significantly lowering the meat, poultry, and fish group’s con-
tribution to total fat and saturated fat in the food supply.

Red meat (beef, pork, lamb, and veal) accounted for 58 percent of the total meat
supply in 1999, compared with 74 percent in 1970. By 1999, chicken and turkey
accounted for 35 percent of the total meat consumed, up from 19 percent in 1970.
Fish and shellfish accounted for 7 percent of total meat consumption in both years.

Per capita consumption of beef reached an all-time high of 89 pounds (boneless,
trimmed-weight equivalent) in 1976 when beef supplieswere at record levels because
of liquidation of the Nation’s beef herd. It dropped significantly in the late 1970’s,
remained flat in the early 1980’s, and then, from a 1980’s high of 75 pounds per
capitain 1985, declined steadily to 61.5 poundsin 1993. In 1994-99, increasing sup-
plies of beef and declining beef prices spurred a 2- to 3.5-pound increase in annual
per capita consumption of beef.

Consumer concerns about cholesterol and saturated fat, inconsistent quality, and
lack of conveniencein preparation are behind the negative trend in beef demand.
Beginning around 1960, in response to concerns about fat and cholesterol, beef pro-
ducers began shifting production from the very fat English breeds like Hereford and
Angusto the bigger, rangier, lessfat, faster growing exotic breeds. This shift led to
increasing inconsistency in the quality of beef—alesstender and lessjuicy product.
By 1995, one of four steaks was considered too tough to chew, according to the 1995
National Beef Quality Audit. In addition, the mass entry of women into the paid labor
force has drastically reduced consumption of beef roasts and other beef cuts requiring
lengthy cooking times.

Beef has lagged behind poultry and pork in marketing value-added, convenience
items. In January 1999, the beef industry launched a new advertising campaign that
uses the familiar “Beef, It'sWhat's for Dinner” tagline and aimsto inform consumers
and beef industry channels about a new trend—beef dishesthat are fully cooked and
ready to microwave and servein 10 minutes. Such dishes include traditional beef
favorites like pot roast, meat loaf, and beef ribs. In addition, in 1998, the beef indus-
try funded new genetic research to improve beef tenderness.



In contrast, per capita consumption of chicken, which remained flat in the early
1970's, steadily increased from 26 pounds (bonel ess-weight equivalent) in 1975 to 54
poundsin 1999. Similarly, per capita consumption of turkey climbed from 6.5 pounds
in 1975 to 14 pounds ayear in 1999. The poultry industry has enjoyed great success,
partly by catering to consumers. The industry has provided scores of new brand-
name, value-added products processed for consumers’ convenience, as well as a host
of products for foodservice operators. Poultry has also benefited from its lower price
relative to beef and health-related concerns about beef.

Year-to-year fluctuations in pork consumption are often quite large, but con-
sumption has been fairly stablein the long run. In fact, annual per capita pork con-
sumption averaged 47.6 pounds per person in 1970-74 and 47.7 pounds per person in
1995-99. The 1990's quantity, however, contained much more lean and much lessfat.
Through improved breeding and husbandry practices and greater trimming of outside
fat on retail cuts, the pork industry haslowered the fat content of retail pork by more
than 30 percent since the 1970’s.

U.S. per capita seafood consumption for 1999 is estimated at 14.8 pounds, down
from arecord high of 16.1 poundsin 1987. Despite the 8-percent decline from the
1987 level, average consumption in 1999 was still 26 percent above 1970, even
though seafood prices outpaced those of other protein sources during those years. The
Consumer Price Indexes (CPI) for fish, red meat, and poultry climbed 481 percent,
223 percent, and 195 percent, respectively, from 1970 to 1998.

The next decade will undoubtedly bring more changes. Technological advances
will mean ahost of new products in the meat case. With little increase in overall con-
sumption of meat products expected in the next decade, the beef, pork, poultry, and
fish industries will try to capture alarger share of a stagnant market by offering more
prepared products.

Long-Term Declinein Per Capita Egg Consumption L evels Off in the
1990's. Egg consumption has two components: shell eggs and egg products. Shell
eggos are those eggs purchased in cartons in the grocery store. Egg products are eggs
that have been processed and sold primarily to food manufacturers and foodservice
operatorsin liquid or dried form. These pasteurized eggs reach consumers as ingredi-
ents of foodservice menu items and processed foods—such as pasta, candy, baked
goods, and cake mixes—or directly asliquid eggsin grocery stores.

Between 1970 and 1989, total annual consumption of shell eggs and egg prod-
ucts steadily declined about 4 eggs per person per year, from 309 eggs to 237. During
the 1990's, total egg consumption has leveled off, fluctuating between 234 and 249
eggs per person per year. The record high for U.S. per capita egg consumption was
421 eggsin 1945.

The declinein per capita egg consumption over the last few decades reflects two
very different and somewhat counterbal ancing trends: a dominating, nearly constant
decline in consumption of shell eggs, and a partialy offsetting growth in consump-
tion of egg products during the 1980’s and 1990's.



Shell-egg consumption dropped from 276 eggs per capitain 1970 to 178 in 1999.
The average annual rate of declinein per capita shell-egg consumption was 4 eggs
per year in the 1970's and 5 eggs per year in the 1980's. In the 1990's, the rate of
declinein per capita consumption of shell eggs has slowed to lessthan 1 egg per year
and is expected to slow even more.

Much of the decline in shell-egg consumption since 1970 was due to changing
lifestyles (for example, lesstime for breakfast preparation in the morning as large
numbers of women joined the paid labor force) and the perceived ill effects of the
cholesterol intake associated with egg consumption. Total cholesterol inthe U.S. per
capitafood supply declined 13 percent between 1970 and 1994, from 470 milligrams
per person per day to 410 milligrams. Eggs contributed 39 percent of the total choles-
terol in the food supply in 1970 and 34 percent in 1994.

Consumption of egg products has doubled since 1983, reaching 71 eggs per per-
son by 1999. The growth period followed more than two decades of relatively con-
stant consumption. Egg product consumption will continue to increase as consumers
opt for more prepared foods.

AmericansDrinking Less Milk, Eating M ore Cheese. In 1998, Americans
drank an average of 24 percent less milk and ate 2-1/2 times as much cheese (exclud-
ing cottage types) asin 1970. Annual per capita consumption of milkfat from fluid
milk products (beverage milks and yogurt) has declined by half since 1970 due to
lower milk consumption and atrend toward lower fat milks. Americans cut their aver-
age consumption of fluid whole milk by two-thirds between 1970 and 1998, and
nearly tripled their use of lower fat milks. But because of the growing yen for cheese
and fluid cream products, the Nation failed to cut the overall use of milkfat.

Annual per capita consumption of beverage milk declined from 31 gallonsin
1970 to less than 24 gallons in 1998. Consumption of soft drinks, fruit drinks and
ades, and flavored teas displaced beverage milk in the diet. Big increasesin eating
away from home, especially at fast-food places, and in consumption of salty snack
foods favored soft drink consumption.

The beverage milk trend istoward lower fat milk. While whole milk represented
81 percent of all beverage milk (plain, flavored, and buttermilk) in 1970, its share
dropped to 35 percent in 1998. As aresult, total beverage milk contributed 51 percent
lessfat to the average American’s diet in 1998 than in 1970. In contrast, rising con-
sumption of fluid cream products meant that they contributed two times as much
milkfat to the average diet in 1998 asin 1970. (Per capita consumption of fluid cream
products—half-and-half, light cream, heavy cream, eggnog, sour cream, and dips—
jumped from 10 half pintsin 1970 to 17 half pintsin 1998.)

On balance, however, annual per capita consumption of milkfat from all fluid
milk and cream products declined by 38 percent in 1970-98, from 9.1 pounds per per-
son to 5.9 pounds. Of that 5.9 pounds, whole milk contributed 2.5 pounds; lower fat
milks, 1.7 pounds; and fluid cream products, 1.7 pounds. Skim milk added 0.05
pound of fat to the average diet in 1997, and yogurt (most of which is reduced-fat or
fat-free) added 0.09 pound of fat.



Average consumption of cheese (excluding full-skim American and cottage, pot,
and baker’s cheeses) increased 149 percent between 1970 and 1998, from 11.4
pounds per person to 28.4 pounds. Lifestyles that emphasize convenience foods were
probably major forces behind the higher consumption. In fact, two-thirds of our
cheese now comes in commercially manufactured and prepared foods (including
foodservice) such as pizza, tacos, nachos, salad bars, fast-food sandwiches, bagel
spreads, sauces for baked potatoes and other vegetables, and packaged snack foods.
Advertising and new products—such as reduced-fat cheeses and reseal able bags of
shredded cheeses, including cheese blendstailored for usein Italian and Mexican
recipes—al so boosted consumption.

From 1970 to 1998, consumption of Cheddar cheese, America's favorite cheese,
increased 67 percent to 9.7 pounds per capita. Per capita consumption of
M ozzarella—the main pizza cheese—in 1998 was 8.7 pounds, 7-1/3 times higher
than in 1970, making it America' s second favorite cheese. Cream cheese (including
Neufchatel) overtook Swissin the 1980’s to become America' s third favorite cheese,
at 2.3 pounds per person in 1998. Lower fat cheeses accounted for afifth (reduced fat,
16 percent; nonfat, 4 percent) of supermarket sales for the 52 weeks ending July 11,
1998 (at 20 percent, that is down 2 percentage points from 2 years earlier), according
to the International Dairy Foods Association. Lower fat cheeses make up a much
smaller proportion of the total cheese used by food manufacturers and foodservice
operators.

TheArray of Fruit and Vegetable Choices Widens. AsAmericans increasingly
embrace national health authorities' recommendation of consuming at least five fruits
and vegetables a day, their array of choices continues to widen. Fresh-cut fruits and
vegetables, prepackaged salads, locally grown items, and exotic produce—as well as
hundreds of new varieties and processed products—have been introduced or
expanded since the early 1980's. Supermarket produce departments carry over 400
produce items today, up from 250 in the late 1980’s and 150 in the mid-1970’s. Also,
the number of ethnic, gourmet, and natural foodstores—which highlight fresh pro-
duce—continuesto rise.

Consumersincreasingly have more access to fresh, local produce aswell. The
number of farmers’ markets reported to State agriculture departments has grown sub-
stantially throughout the United States over the last several decades, numbering
around 1,755 at the end of 1993 and eclipsing 2,746 in 1998. Some analysts say that
the total number of farmers' markets, including those not reported, is more than dou-
ble that figure.

While the overall market for fruits and vegetables has expanded in the last 15
years, the mix has changed. Shifts have taken place among traditional produce items
and between fresh and processed forms. Traditional varieties have lost market share
to specialty varieties, and exotic produce has gained favor. For example, per capita
consumption of iceberg lettuce fell by 4.4 pounds (or 15 percent) between 1989 and
1997, while per capita consumption of romaine and leaf lettuces increased 2.5 pounds
(or 69 percent) during the same period. In addition, many specialty lettuces not yet



tracked in USDA's food supply database—such as radicchio, frisee, arugula, and red
oak—qained in popularity in the last several years because of inclusion in fresh-cut
salad mixes and in upscal e restaurant menus. Annual consumption of fresh carrots
jumped up 3-1/2 pounds per person between 1995 and 1997, to 12-1/2 pounds per
person, with the introduction of packaged, ready-to-eat baby carrots, which are now a
popular lunchbox and snack item.

Consumption of Added Fats and OilsRemains Near Record High.
Americans overriding nutrition concern in the mid-1990’s with cutting dietary fat is
apparent in the recent per capitafood supply data, which show a modest decline since
1993 in the use of added fats and oils. Annual per capita consumption of added fats
and oils declined 8 percent between 1993 and 1998, from arecord-high 69.7 pounds
(fat-content basis) per person to 64.9 pounds. However, average use of added fats and
oilsin 1998 remained about afifth above the 1970 level. Added fats and oils include
fats and oils used directly by consumers, such as butter on bread, aswell as shorten-
ings and oils used in commercially prepared cookies, pastries, and fried foods.
Excluded is all fat naturally present in foods, such asin milk and meat.

Studiesin the 1950’s and 1960’s showed that replacing saturated fatty acids and
animal fat with polyunsaturated fatty acids lowered blood cholesterol levels.
Consequently, diets high in polyunsaturated oils like corn and safflower oilswere
widely recommended for the prevention of heart disease. Within the added fats and
oils group, animal fats declined afourth from 1970 to 1998 on a per capita basis, and
vegetable fats and oils increased roughly two-fifths. Per capita consumption of salad
and cooking oils, most of which were high in polyunsaturated fatty acids, nearly dou-
bled between 1970 and 1998, from 15 pounds to 28 pounds.

However, concern devel oped about the safety of polyunsaturated fatty acids, and
interest in the health benefits of monounsaturated fatty acids also increased. Some
research suggests that replacing saturated fats with polyunsaturated fats in the diet
reduces low-density lipoprotein (L DL )—the harmful form of blood chol esterol—but
also reduces protective high-density lipoprotein (HDL )—the so-called “ good choles-
terol.” Meanwhile, replacing saturated fats with monounsaturated fats lowers LDL
cholesterol but leaves HDL levels stable. In addition, polyunsaturated fatty acids are
more easily oxidized than monounsaturated fatty acids, making them more likely to
contribute to atherosclerosis (fatty depositsin the inner layer of the arteries).
Monounsaturated fatty acids are the most common fat in foods, but they are particu-
larly plentiful in olive ail, canola oil, amonds, and avocados. In the 1998 food sup-
ply, olive oil and canola oil together accounted for 12 percent of total salad and
cooking oils, up from 2 percent in 1985. Canola oil also is used in some soft, liquid-
oil margarines.

In 1993, health concern about trans-fatty acids (or trans-fats) hit newspaper
headlines. Trans-fats are created when liquid oils are hydrogenated to make them
more solid and stable at room temperature; they raise LDL cholesterol and lower ben-
eficial HDL cholesterol levels, and are associated with increased risk of coronary
heart disease. Hydrogenated fats are used in everything from margarines, shortenings,
crackers, cookies, baked goods, and peanut butter to foods fried in fast-food eateries,
fried snack foods, and even some soups, beans, and cereals. From 1993 to 1998, per
capita consumption of margarine and shortening declined by athird and nearly a



sixth (17 percent), respectively. About 40 percent of the margarine on supermarket
shelves today isthe old-fashioned stick variety, with the other 60 percent made up of
tub or liquid margarines. In 1970, most margarine was the stick variety. In general,
the softer the margarine, the lower its percentage of partially hydrogenated oils, and
thus the lower the amount of trans-fats.

The U.S. Food and Drug Administration (FDA) proposed in November 1999 that
food manufacturers begin disclosing on nutrition labels the amount of trans-fatsin
prepared food products. Nutrition labels currently list the total grams of fat per serv-
ing of product, and that total doesinclude trans-fats, but there is no separate line
showing, asthey do with saturated fats, the actual amount of trans-fats. By highlight-
ing trans-fatty acids on food labels along with saturated fat, the FDA hopes that it will
encourage Americans to vote with their shopping carts and avoid foods that are high
in trans-fats and saturated fats. Including trans-fats on food labelsis another way for
the FDA to encourage food companies to alter ingredients, opting for more healthful
alternatives. It could take about 2 years for any new ruleto go into effect. Some food
manufacturers have already reformulated their productsto eliminate trans-fats and are
now capitalizing on that fact as a marketing tool.

Grain Consumption Risesby Nearly Half Since 1970. Per capita use of flour
and cereal products reached 200 poundsin 1997 from an annual average of 145
pounds in 1980 and 136 poundsin 1970. The expansion in supplies reflects ample
grain stocks, strong consumer demand for variety breads and other instore bakery
items, aswell as grain-based snack foods, and increasing fast-food sales of products
made with buns, doughs, and tortillas.

USDA's nationwide food consumption surveys confirm the food supply data,
also indicating Americans are eating more grain products. Consumption of grain mix-
tures—such as lasagna and pizza—increased 115 percent between 1977-78 and 1994.
Snack foods—such as crackers, popcorn, pretzels, and corn chips—soared 200 per-
cent, and ready-to-eat cereals were up 60 percent. One of the biggest changes within
the grain mixture group was the explosion of ethnic foods, especially Mexican foods.
Mexican foods were consumed four times more often in 1994 than in the late 1970's.
Yet Americans are still eating a serving or less aday of whole-grain foods, far below
the minimum three per day the American Dietetic Association recommends.

Since January 1, 1998, al enriched grain foods—including ready-to-eat break-
fast cereals, pasta, bread, rolls, flour, cakes, and cookies—have been fortified with
folic acid (the synthetic form of folate, a B-vitamin). In an effort to see what effect
this has had, researchers at USDA’s Human Nutrition Research Center on Aging at
Tufts University in Boston studied a group of mostly white, middle-aged residents of
one Massachusetts town and looked at their blood levels of folic acid before and after
the food fortification began. They found that average blood levels of folic acid dou-
bled. Just under 2 percent still had folic acid deficiency, compared to 22 percent
before the vitamin was added to food. That should reduce the risk of neural tube birth
defects like spinabifida. It may also protect adults from heart disease and reduce the
chances of cervical cancer in women. Folic acid isfound naturally in legumes; liver;
many vegetables, especially green leafy ones like spinach; citrus fruits and juices,
whole-grain products; and eggs.



Average Consumption of Caloric SweetenersHits Record High. Americans
have become conspi cuous consumers of sugar and sweet-tasting foods and beverages.
Per capita consumption of caloric sweeteners (dry-weight basis)—mainly sucrose
(table sugar made from cane and beets) and corn sweeteners (notably high-fructose
corn syrup, or HFCS)—increased 33 pounds, or 27 percent, between 1982 and 1998.
In 1998, each American consumed a record average 154 pounds of caloric sweeten-
ers. That amounted to more than two-fifths of a pound—or 53 teaspoonful s—of
added sugars per person per day in 1997. Of course, some of the 53 teaspoons of
added sugars were lost or wasted in the food system or in the home. But even if we
allow that as much as 40 percent of the supply of added sugars might be wasted, con-
sumption would remain high—about 32 teaspoonfuls per person aday. USDA's Food
Guide Pyramid suggests that people consuming 1,600 calories limit their intake of
added sugarsto 6 teaspoons per day. The daily suggested limit increasesto 12
teaspoons for those consuming 2,200 calories, and to 18 teaspoons for those consum-
ing 2,800 calories.

A striking change in the availability of specific types of sugar occurred in the
past three decades. Sucrose’s share of total caloric sweetener use dropped from 83
percent in 1970 to 42 percent in 1998, while corn sweeteners increased from 16
percent to 57 percent. All other caloric sweeteners—including honey, maple syrup,
and molasses—combined to maintain a 1-percent share.

The steep rise in caloric sweetener consumption since the mid-1980's coincides
with a51-percent increase in annual per capita consumption of regular (nondiet)
carbonated soft drinks, from 28 gallons per person in 1986 to nearly 43 gallonsin
1998 (that is 14.9 ounces per person per day, an amount that contains more than
11 teaspoonfuls of sugar). Carbonated soft drinks provided more than afifth
(22 percent) of the refined and processed sugars in the 1994 American diet.

Sugar—including sucrose, corn sweeteners, honey, and molasses—is, in a sense,
the number-one food additive. It turns up in some unlikely places, such as pizza,
bread, hot dogs, boxed rice mixes, soup, crackers, spaghetti sauce, lunch meat,
canned vegetables, fruit drinks, flavored yogurt, ketchup, salad dressing, mayonnaise,
and some peanut butter.

The new food label, introduced in 1994, which lists the amount of sugarsin
grams (for example, 4 grams egual 1 teaspoon) in a serving of the food, can help
people who are trying to moderate their sugar intake. This number includes both
added sugars and those naturally present. Foods with natural sugars, such as milk
and fruit, are also good sources of other nutrients, such as vitamins and minerals.



Figure 1-1.

Total per capita meat consumption in 1999 was 20 pounds
above the 1970 level—a new record high
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Figure 1-2.

Beef is still America’s most popular meat but chicken is gaining
popularity
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Figure 1-3.

Long-term decline in per capita egg consumption levels off

in the 1990’s
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Figure 1-4.
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Per capita consumption of beverage milk declined 24 percent

between 1970 and 1998
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Figure 1-5.

In 1945, Americans drank more than four times as much milk as
carbonated soft drinks; in 1998, they downed nearly 2%/3 times
more soda than milk
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Figure 1-6.

Per capita consumption of cheese in 1998 was 21/> times higher than

in 1970
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Figure 1-7.

Total per capita consumption of fruits and vegetables increased 24
percent between 1970 and 1997
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Figure 1-8.

In 1998, per capita consumption of total added fats was 8 percent
below 1993’s record-high level but remained a fifth above the 1970
level
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Figure 1-9.

In 1998, Americans consumed an average two-fifths of a pound of
sugar a day
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Figure 1-10.

Consumption of flour and cereal products increased 48 percent
between 1970 and 1997 to 200 pounds
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m Cost of Food Services and Distribution

he estimated bill for marketing domestic farm foods—which does not include

imported foods—was $466 billion in 1998. This amount covered all charges for
transporting, processing, and distributing foods that originated on U.S. farms. It rep-
resented 80 percent of the $585 billion consumers spent for these foods. The remain-
ing 20 percent, or $119 hillion, represents the gross return paid to farmers.

The cost of marketing farm foods has increased considerably over the years,
mainly because of rising costs of labor, transportation, food packaging materials, and
other inputs used in marketing, and also because of the growing volume of food and
the increase in services provided with the food.

In 1988, the cost of marketing farm foods amounted to $302 billion. In the
decade after that, the cost of marketing rose about 54 percent. In 1998, the marketing
bill rose 4.8 percent.

These rising costs have been the principal factor affecting the rise in consumer
food expenditures. From 1988 to 1998, consumer expenditures for farm foods rose
$186 billion. Roughly 88 percent of thisincrease resulted from an increase in the
marketing bill.

The cost of labor isthe biggest part of the total food marketing bill, accounting
for nearly half of all marketing costs. Labor used by assemblers, manufacturers,
wholesalers, retailers, and public eating places cost $228 billion in 1998. Thiswas
5.1 percent higher than in 1997 and 65 percent more than in 1988. The total number
of food marketing workersin 1998 was about 13.8 million, about 17 percent more
than a decade ago. About 73 percent of the growth in food industry employment
occurred in public eating places.

Wage supplements comprise about 20 percent of total labor costs. However, the
cost of wage supplements has accelerated at a slower pace in recent years for two rea-
sons. First, the cost of medical care hasrisen at a slower pace in recent years.
Second, union contracts often require workersto pay a greater portion of their med-
ical care costs.

Labor productivity in food manufacturing industries has risen moderately over
the years, thereby causing along-term decline in employment. Thistrend largely
reflects the adoption of various technol ogies which have reduced industry demand for
[abor. On the other hand, labor productivity has declined in food stores. This drop
reflects increased demand for |abor-intensive convenience foods prepared by super-
markets. The additional services which are required to prepare these foods have
raised employee hours relative to output, thereby accounting for the lowered produc-
tivity.

A wide variety of other costs comprise the balance of the marketing bill. These
costs include packaging, transportation, energy, advertising, business taxes, net inter-
est, depreciation, rent, and repairs. Their relative proportions are illustrated in the
accompanying dollar chart.

Packaging is the second largest component of the marketing bill. At $50 billion,
packaging accounted for 8.5 percent of the food dollar. Paperboard boxes and con-
tainers are the largest packaging cost, and comprise approximately 40 percent of total
packaging expenses. Metal cans are the second largest packaging expense, making up
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Figure 1-11.

What a dollar spent for food paid for in 1998
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about 20 percent of total food packaging expenses. The costs of plastic containers and
wrapping materials account for another 20 percent of total food packaging expenses.
Miscellaneous packaging materials such as glass containers and metal foil account
for the remaining 20 percent of total packaging costs.

The energy bill for food marketing costs totaled $21 billion in 1998, and
accounted for 3.5 percent of retail food expenditures. Natural gas and electricity
prices exert the greatest impact on the energy costs of processing and retailing food.
The prices of alternative energy sources, such as oil, have little effect. Public eating
places and other food service facilities incur nearly 40 percent of the fuel and elec-
tricity costs of food marketing. Their energy expenses have risen because of large
growth in the away-from-home food market. Energy costs of food retailers are the
second largest, at about 26 percent of the energy bill, and consist mainly of electric-
ity. Electricity isthe primary source of energy in these food industries. The food
processing sector is responsible for another 20 percent of the food energy bill, and
uses a combination of gas and electricity. The wholesaling sector accounts for the
remaining 14 percent of the food energy bill, and relies primarily on electricity.

Intercity truck and rail transportation for farm foods came to $24 billion and
accounted for about 4 percent of retail food expendituresin 1998. Rail freight rates
rose about 3 percent, while trucking rates grew roughly 3.5 percent. Labor costs
account for 40 percent of trucking expenses, with fuel comprising another 20 percent.
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Advertising expenses totaled $22 billion and comprised 4 percent of food
expenditures in 1998. Food manufacturing accounts for about half of total food
industry advertising expenditures, with food service contributing another 25 percent,
and food retailing about 15 percent. A mix of print and broadcast media are used to
promote food industry products. In recent years, food service and food retail firms
have experienced the largest increasesin advertising expenditures.

Depreciation, rent, and repairs together came to $53 billion and accounted for
9 percent of the 1998 consumer food dollar. The food service sector incurred about
40 percent of these costs, while food stores made up about a quarter of the total.
Manufacturing and wholesaling establishments together accounted for the remaining
35 percent. Food service establishments incurred high property rental expenses,
and thus had the highest total of any food sector.

Net interest accounts for only 2.5 percent of total consumer expenditures, but
grew sharply over the last decade, rising to $13 billion in 1998. Most of theincrease
occurred in the food store sector, and reflected higher debt acquired due to merger
and acquisition activity, particularly leveraged buyouts. Moreover, net interest grew
asthe result of loans booked during years of rising interest rates, such as 1995.

m Food Prices and the Farm-to-Retail Price Spread

I n the United States, total retail food prices (including meals served in restaurants)
rose 36.0 percent over the last 10 years (1988-98). Prices of food eaten away from
home increased 32.3 percent, while retail food store prices increased 38.2 percent.

Prices of goods and services, excluding food, in the Consumer Price Index
climbed 38.1 percent over the same 10 years. Transportation was up 30.3 percent;
housing, 35.4 percent; medical care, 74.7 percent; and apparel and upkeep, 15.3
percent.

Food prices include payments for both the raw farm product and marketing
services. In 1998 the farm value, or payment for the raw product, averaged 2.2
percent of the retail cost of a market basket of U.S. farm foods sold in food stores.
The other 7.8 percent, the farm-retail price spread, consisted of all processing,
transportation, wholesaling, and retailing charges incurred after farm products
leave the farm.

Farm-retail spreads have increased every year for the past 30 years, largely
reflecting rising costs of labor, packaging, and other processing and marketing inputs.
In 1998, farm-to-retail spreads rose an average of 3.6 percent and farmers received
2.7 percent less for the food they produced. The farm value as a percentage of retail
prices was about 1 percent lower in 1998 than in 1997. Meanwhile, retail food prices
rose 2.1 percent. Widening farm-retail spreads continued to push up food costsin
1998.

The percentage of theretail price accounted for by the farm value varies widely
among foods. Generally, it islarger for animal products than for crop-based foods,
and smaller for foods that require considerable processing and packaging. The
percentage generally decreases as the degree of processing increases. For example,
the farm value of meat was 30 percent in 1998, while cereal and bakery products
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had afarm value averaging only 6 percent. The farm inputs needed to feed, house,
and maintain the health of livestock are greater than the inputs required to grow crops.
The additional manufacturing processes required for cereal and bakery products also
result in alower farm value than for meats. Most other foods also entail fewer inputs
at the farm level. Other factors that influence the farm value percentage include trans-
portation costs, product perishability, and retailing costs. Higher levels of these mar-
keting factors tend to lower the farm value percentage.

Table 1-1.

Farm value as a percentage of retail price for domestically produced
foods, 1988 and 1998

Iltems 1988 1998
Livestock products:
Meats 45 30
Dairy 40 36
Poultry 49 43
Eggs 53 42
Crop Products:
Cereal and bakery 9 6
Fresh fruits 25 17
Fresh vegetables 28 20
Processed fruits and vegetables 28 18
Fats and oils 24 22
Figure 1-12.

Distribution of consumer expenditures
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Structure of
- U.S. Agriculture

m Farming Regions

he 10 major farm production regions in the United States differ in soils, slope of

land, climate, distance to market, and storage and marketing facilities. Together
they comprise the agricultural face of the Nation.

The Northeastern States and the Lake States are the Nation’s principal milk-pro-
ducing areas. Climate and soil in these States are suited for raising grains and forage
for cattle and for providing pastureland for grazing. Broiler farming isimportant in
Maine, Delaware, and Maryland. Fruit and vegetables are also important to the
region.

The Appalachian region is the major tobacco-producing region in the Nation.
Peanuts, cattle, and dairy production are also important there.

In the Southeast region, beef and broilers are important livestock products.
Fruits, vegetables, and peanuts are grown in this region. Big citrus groves and winter
vegetable production areasin Florida are major suppliers of agricultural goods.
Cotton production is making a comeback.

In the Delta States, the principal cash crops are soybeans and cotton. Rice and
sugarcane are also grown. With improved pastures, livestock production has gained in
importance. Thisisamajor broiler-producing region.

The Corn Belt has rich soil and good climate for excellent farming. Corn, beef,
cattle, hogs, and dairy products are the major outputs of farmsin the region. Other
feed grains, soybeans, and wheat are a so important.

Agriculture in the Northern and Southern Plains, which extend north and south
from Canadato Mexico, isrestricted by rainfall in the western portion and by cold
winters and short growing seasons in the northern part. About three-fifths of the
Nation’s Winter and Spring wheat is produced in this region. Other small grains,
grain sorghum, hay, forage crops, and pastures form the basis for raising cattle.
Cotton is produced in the southern part.

The Mountain States provide a still different terrain. Vast areas of thisregion are
suited for raising cattle and sheep. Wheat isimportant in the northern parts. Irrigation
in the valleys provides water for such crops as hay, sugar beets, potatoes, fruits, and
vegetables.

The Pacific region includes the three Pecific Coast States plus Alaska and
Hawaii. Farmersin Washington and Oregon specialize in raising wheat, fruit, and
potatoes; vegetables, fruit, and cotton are important in California. Cattle are raised
throughout the region. In Hawaii, sugarcane and pineapples are the major crops.
Greenhouse/nursery and dairy products are Alaska s top-ranking commodities.
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Figure 2-1.

U.S. farm production regions

Southern
Plains

m Farms and Land in Farms

The United States had 2.19 million farmsin 1998, up fractionally from 1997.

A farm is defined as any establishment from which $1,000 or more of agricultural
products were sold or would normally be sold during the year. The number of farms
declined less than 1 percent, overall, during the period 1988 through 1998.

Land in farms continues to decline slowly; the total of 954 million acresin 1998
isdown 0.2 percent from ayear earlier and down 4.1 percent from 1988. Land in
farms has declined every year since reaching its peak at 1.206 billion acresin 1954.
The average size of farms decreased from 452 acresin 1988 to 435 acresin 1998,
while the number of farms declined at a smaller rate over the same period.
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Table 2-1.

Number of farms, land in farms, average farm size:
United States, June 1, 1988-981.2

Number Average
Year of Farms Land in Farms Farm Size

In 1,000 In 1,000 acres In acres
1988 2,201 994,423 452
1989 2,175 990,723 456
1990 2,146 986,850 460
1991 2,117 981,736 464
1992 2,108 978,503 464
1993 2,201 968,845 440
1994 2,198 965,935 440
1995 2,196 962,515 438
1996 2,191 958,675 438
1997 2,191 968,010 436
1998 2,192 953,765 435

1A farm is any establishment from which $1,000 or more of agricultural products were sold or would normally
be sold during the year.

21988-92 estimates are for a June 1 reference date. 1993-98 estimates are for the entire calendar year.
Source: U.S. Department of Agriculture, National Agricultural Statistics Service, Farms and Land in Farms

m Farms by Sales Class

arms are commonly classified in size groups based on the total value of their

gross farm sales. Datafrom USDA, National Agricultural Statistics Service's
annual Farms and Land in Farms report show that the greatest number of farmsisin
the lower sales classes, with over 64.3 percent reporting gross farm sales of lessthan
$20,000 in 1998. According to the survey, these small farms accounted for only 20
percent of the acreage operated. A relatively small number of very large farms pro-
duce the largest share of farm sales. Only 3.1 percent of the farmsin 1998 were large
operations with sales of $500,000 or more, but they operated 17.6 percent of the land.
Average farm size increases consistently with sales class, ranging from 68 acres per
farm in the less than $2,500 category to 2,471 acres for farms with receipts of
$500,000 or more.
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Table 2-2.

Number of farms and land in farms: by State and United States,
June 1, 1993-981

Farms Land in farms
State 1993 1994 1995 1993 1994 1995
Number of farms 1,000 Acres
AL 46,000 46,000 47,000 10,000 10,200 10,200
AK 530 520 520 940 930 920
AZ 7,400 7,400 7,400 35,500 35,400 35,400
AR 45,000 44,000 43,000 15,300 15,100 15,000
CA 79,000 79,000 80,000 30,000 29,900 30,000
CcoO 25,500 25,300 25,000 32,800 32,700 32,700
CT 3,800 3,800 3,800 400 390 380
DE 2,500 2,500 2,500 570 570 570
FL 39,000 39,000 39,000 10,300 10,300 10,300
GA 46,000 45,000 45,000 12,100 12,100 12,000
HI 4,800 4,800 4,800 1,590 1,590 1,590
ID 20,500 20,500 21,500 13,500 13,500 13,500
IL 79,000 77,000 77,000 28,100 28,100 28,100
IN 63,000 63,000 62,000 16,000 16,000 15,900
1A 102,000 101,000 100,000 33,300 33,200 33,200
KS 65,000 65,000 66,000 47,800 47,800 47,800
KY 91,000 89,000 89,000 14,100 14,100 14,000
LA 29,000 28,000 27,000 8,600 8,400 8,500
ME 7,300 7,600 7,600 1,400 1,360 1,350
MD 15,000 14,500 14,300 2,200 2,200 2,200
MA 6,200 6,000 6,000 610 600 570
MI 52,000 52,000 54,000 10,700 10,700 10,700
MN 87,000 85,000 87,000 29,700 29,700 29,800
MS 39,000 39,000 42,000 12,800 12,800 13,000
MO 106,000 105,000 105,000 30,200 30,100 30,000
MT 23,800 22,500 22,000 59,800 59,700 59,700
NE 55,000 55,000 56,000 47,100 47,100 47,000
NV 2,400 2,400 2,500 8,900 8,800 8,800
NH 2,500 2,400 2,300 440 440 440
NJ 8,900 8,900 9,000 870 860 850
NM 13,500 13,500 13,500 44,200 44,200 44,000
NY 37,500 36,000 36,000 8,100 7,900 7,700
NC 59,000 58,000 58,000 9,400 9,300 9,200
ND 32,500 32,000 32,000 40,400 40,400 40,300
OH 76,000 75,000 74,000 15,200 15,200 15,200
OK 70,500 70,000 71,000 34,000 34,000 34,000
OR 37,500 38,000 38,500 17,500 17,500 17,500
PA 51,000 51,000 50,000 7,900 7,800 7,700
RI 700 700 700 63 63 63
SC 24,000 23,000 22,000 5,150 5,100 5,050
SD 34,500 34,000 33,000 44,200 44,200 44,000
TN 84,000 83,000 81,000 12,100 12,000 12,000
TX 200,000 200,000 202,000 30,000 129,000 129,000
uT 13,000 13,000 13,400 11,200 11,100 11,100
VT 6,400 6,200 6,000 1,430 1,400 1,370
VA 45,000 46,000 47,000 8,600 8,600 8,600
WA 36,000 36,000 36,000 16,000 15,800 15,800
WV 20,000 20,000 20,000 3,700 3,700 3,700
WiI 79,000 79,000 80,000 17,100 16,900 16,900
wy 9,200 9,200 9,200 34,600 34,600 34,600
us 2,083,430 2,064,720 2,071,520 976,463 973,403 972,253
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Table 2-2 continued.

Number of farms and land in farms: by State and United States,
June 1, 1993-981

Farms Land in farms
State 1996 1997 1998 1996 1997 1998
Number of farms 1,000 Acres
AL 49,000 49,000 49,000 9,700 9,600 9,500
AK 550 560 560 920 910 910
AZ 7,900 7,900 7,900 28,300 28,300 28,300
AR 49,500 49,000 49,500 14,900 14,800 14,750
CA 86,000 87,000 89,000 29,000 28,700 28,500
CcoO 29,500 29,500 29,500 32,500 32,500 32,200
CT 4,100 4,100 4,100 380 380 380
DE 2,800 2,800 2,700 590 585 580
FL 45,000 45,000 45,000 10,700 10,600 10,600
GA 49,000 49,000 50,000 11,400 11,300 11,300
HI 5,400 5,500 5,500 1,440 1,440 1,440
ID 24,000 24,500 24,500 12,100 12,000 12,000
IL 79,000 79,000 79,000 27,900 27,800 27,800
IN 66,000 66,000 66,000 15,600 15,600 15,600
1A 99,000 98,000 97,000 33,000 33,000 33,000
KS 65,000 65,000 65,000 47,500 47,500 47,500
KY 92,000 91,000 90,000 14,000 13,900 13,900
LA 30,000 30,000 30,000 8,300 8,200 8,200
ME 7,200 7,000 6,900 1,310 1,280 1,280
MD 13,700 13,000 12,500 2,200 2,200 2,100
MA 6,000 6,000 6,000 570 570 570
MI 54,000 53,000 52,000 10,600 10,400 10,400
MN 82,000 81,000 80,000 29,200 29,100 28,900
MS 42,000 42,000 42,000 11,900 11,700 11,600
MO 110,000 110,000 110,000 30,100 30,100 30,100
MT 26,500 27,000 27,500 58,500 57,800 57,500
NE 56,000 55,000 55,000 46,400 46,400 46,400
NV 3,000 3,000 3,000 6,900 6,900 6,900
NH 2,900 3,000 3,100 420 420 420
NJ 9,500 9,600 9,600 840 830 830
NM 15,500 15,500 16,000 45,100 45,300 45,300
NY 38,000 38,000 38,000 7,800 7,800 7,800
NC 59,000 59,000 58,000 9,500 9,500 9,400
ND 32,000 31,500 31,000 39,900 39,700 39,500
OH 78,000 79,000 80,000 14,900 14,900 14,900
OK 82,000 83,000 83,000 34,000 34,000 34,000
OR 38,500 39,000 39,500 17,500 17,500 17,200
PA 59,000 60,000 60,000 7,600 7,700 7,700
RI 750 750 750 65 65 65
SC 25,000 25,000 25,000 5,000 5,000 4,900
SD 32,500 32,500 32,500 44,000 44,000 44,000
TN 91,000 91,000 91,000 12,000 12,000 11,900
TX 224,000 225,000 226,000 132,000 131,500 131,500
uT 15,000 15,000 15,000 11,400 11,600 11,600
VT 6,500 6,600 6,700 1,340 1,330 1,340
VA 49,000 49,000 49,000 8,800 8,800 8,800
WA 39,000 39,000 40,000 15,700 15,700 15,700
wv 21,000 21,000 21,000 3,700 3,700 3,700
WiI 79,000 79,000 78,000 16,600 16,500 16,400
wy 9,200 9,200 9,200 34,600 34,600 34,600
us 2,190,500 2,190,510 2,191,510 958,675 956,010 953,765

1A farm is any establishment from which $1,000 or more of agricultural products were sold or normally would
be sold during the year. Source: USDA/ National Agricultural Statistics Service, Farms and Land in Farms.
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Table 2-3.

Percent of farms and land in farms: by economic sales class,
United States, 1997-98*

P t of total Average
Economic class ereem ot o size of
(gross value Farms Land farms (acres)
of sales) 1996 1997 1996 1997 1996 1997
$1,000 - $2,499 27.4 27.6 4.4 4.3 70 68
$2,500 - $4,999 14.6 14.7 4.4 4.4 132 130
$5,000 - $9,999 12.4 12.1 5.4 55 190 198
$10,000 - $19,999 9.9 9.9 5.8 5.8 256 255
$20,000 - $39,999 9.0 8.9 7.4 7.3 359 357
$40,000 - $99,999 10.6 10.5 17.0 16.8 700 696
$100,000 - $249,999 9 8.9 24.0 23.5 1,164 1,149
$250,000 - $499,999 4.1 4.3 14.2 14.8 1,512 1,498
$500,000 + 3.0 3.1 17.4 17.6 2,531 2,471
Total 100.0 100.0 100.0 100.0 436 435

1A farm is any establishment from which $1,000 or more of agricultural products were sold or normally would
be sold during the year. Source: U.S. Department of Agriculture, National Agricultural Statistics Service

m Legal Structure of U.S. Farms (Individual,
Partnership, Corporation)

ype of organization refersto the farm’s form of business organization. Farms

may broadly be classified as individual operations (proprietorships), partner-
ships, or corporations (family and nonfamily). Agricultural Resource Management
Study dataindicate that individual operations are the most common type of farm
organization. Nine out of ten farmsin the 1997 survey were classified asindividual
operations. Partnerships and corporations make up avery small share of farms. About
85 percent of farm corporations are family corporations, with more than 50 percent of
the stock held by people related by blood or marriage. Individual operations account
for the largest share of farmland (75 percent) and gross farm sales (60 percent).
Corporate farms have the highest average farm sales. The average value of gross
farm sales by corporate farms in 1997 was $724,867, while partnerships averaged
$243,464. Gross sales for individual operations averaged $53,518, less than one-quar-
ter of the corporate level. Average acreage was also higher for corporate farms (2,024
acres) and for partnerships (1,006 acres) than for individual operations
(373 acres).
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m Land Tenure

and tenure describes the farm operator’'s ownership interest in the land farmed.

The major land tenure categories are (1) full owners, who own all the land they
operate; (2) part owners, who own some and rent the remainder of their land; and (3)
tenants, who rent all of their land or work on shares for others. The majority of farms
in the 1997 Agricultural Resource Management Study (55 percent) reported full own-
ership of the land they operated, while 35 percent owned part and rented part of the
farmland they operated. Only 9 percent of operations reported that they rented all of
their land.

Part owners generally operate the largest farms, averaging 800 acresin 1997,
followed by tenants with 545 acres and full ownerswith 219 acres per farm. Part
owners account for the largest share of acreage operated (62 percent of thetotal in
1997).

Grossfarm sales are al so concentrated on part-owner operations (54 percent of
gross farm salesin 1997). The average value of grossfarm salesfor part ownersin
1997 was $125,867, about $8,988 |ess than the average for tenants at $134,855. Gross
farm salesfor full-owner operations were much smaller, averaging $45,632.

m Major Uses of U.S. Cropland

he major uses of U.S. cropland include cropland harvested, summer fallow, land

idled in Federal programs, and crop failure. Cropland harvested peaked in 1981
at 351 million acres. Harvested cropland declined to 287 million acresin 1988 and

isestimated at 314 million acresin 1998. Summer fallow acreage ranges between
20 million and 34 million acres per year. Cropland idled in Federal commodity and
conservation programs has ranged from none in 1980 and 1981 to 78 million acres
in 1983 and 1988. Crop failure generally varies within arange of 5-11 million acres
per year. The noticeable differences are often the result of weather conditions such
asthe drought in 1988, or the flood and wet weather at planting time in 1993.

In 1983, the sharp declinein cropland harvested was the result of “PIK”
(payment-in-kind), a USDA land retirement program that paid for the land retirement
with surplus commodities. The idle acreage in 1983 included nearly 49 million acres
in the PIK program and more than 29 million acres in the Acreage Conservation
Reserve and Paid Land Diversion programs.
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m Acreage Harvested of Major Crops

he harvested acreage of corn in recent years has varied from 51.5 million acres

in 1983 to 75.2 million acresin 1985, largely as the result of Federal acreage
reduction programs. The PIK program idled nearly 22 million acres of corn acreage
in 1983. Wheat acreage has ranged between a high of 80.6 million acresin 1981 to a
low of 53.2 million acresin 1988. The PIK program removed about 18 million acres
of wheat base from production in 1983. Barley and oat acreage harvested have been
declining since the early 1970’s. Acreage has tended to shift out barley and oats to the
more profitable crops. Soybean acreage harvested has fluctuated as the relative prices
of soybeans and corn changed and as prices for soybeansin the world market were
more or less favorable. Soybean acreage was at a 24-year high in 1998, at 70.8 acres.

Figure 2-2.
Major uses of U.S. cropland, 1974-98
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Figure 2-3.

Acreage harvested of specified crops, 1974-981
Million bushels
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3Preliminary.
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The U.S.
. Farm Sector

m Farm Labor

abor use on U.S. farms has changed dramatically over the past several decades.

Average annual farm employment dropped from 9.9 millionin 1950 to 2.8
million in 1998. This decrease resulted largely from the trend toward fewer and
larger farms, increased farm mechanization and other technological innovations,
and higher off-farm wages. However, farm employment appears to have stabilized
in recent years as increases in mechanization and labor-saving technology have lev-
eled off and the downward trend in farm numbers has slowed.

Family workers, including farm operators and unpaid workers, accounted for 69
percent of farm labor in 1998, while hired farm workers accounted for 31 percent.
Service workers, including crew leaders and custom crews, accounted for 9 percent
of all workerson farmsin 1998.

The average wage rate for hired farm workers in the United Statesin 1998 was
$7.47 per hour. Wages varied by type of worker: livestock workers averaged $7.03
per hour, and field workers averaged $6.97 per hour.

A significant portion of total farm production expensesis spent on labor. The
1997 Census of Agriculture reported the expenditures for hired and contract labor on
U.S. farmswere $17.8 billion in 1997, or ailmost 12 percent of total farm production
expenses. About 34 percent of all farms had hired labor expenses and 12 percent had
contract labor expenses.

The importance of labor varied significantly by farm type and size of farm. The
proportion of total farm production expenses attributed to hired and contract labor
expenses was greatest on horticultural specialty farms (44 percent), fruit and tree nut
farms (40 percent), and vegetable and melon farms (32 percent). These types of farms
are least mechanized, and many of the commodities they produce are still harvested
by hand. At the other extreme, labor expenses comprised less than 5 percent of all
production expenses on beef cattle, hogs, sheep, and poultry farms.

Larger farms are more likely to have labor needs in excess of that provided by
the family farm. Farms of 260 or more acres, which accounted for only 31 percent of
all farms, had 70 percent of all labor expensesin 1997. Interms of sales class, the 26
percent of all farms with $50,000 or more in value of products sold accounted for 96
percent of all labor expenses.
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m Agricultural Credit

arm business debt at the end of 1997 was $165.4 billion, up $9.3 billion from

1996. Farm real estate debt rose $3.7 billion (over 4 percent) from 1996 to $85.4
billion at the end of 1997, while farm business nonreal estate debt increased $5.6 bil-
lion (over 7 percent) to $80.1 billion at the end of 1997. The increase in farm debt in
1997 was higher than the recent trend of modest growth in outstanding |oan balances.

While volatile commodity prices have generated some concern about short-term
profitability in some farm enterprises, farmers and lenders maintain confidencein the
long-run viability of agriculture. The availability and use of credit plays a significant
role in the sustained profitability of farm enterprises. In thisregard, asymbiotic rela-
tionship exists between agricultural producers and their lenders; the health of one
depends on the condition of the other.

L oans made to agricultural producers are classified asreal estate and non-real-
estate loans in the farm sector accounts. Real estate loans generally have terms of 10
to 40 years and are ordinarily used to purchase farmland or to make major capital
improvements to farm property. Non-real-estate loans are typically made for loan
terms of less than 10 years, with the term depending on the purpose of the loan.
Seasonal operating loans are made for less than 1 year, while loans to purchase
machinery and equipment or livestock may run for 7 years or more.

Commercial banks held over 40 percent of all farm business debt at the end of
1997, providing $25.2 billionin real estate loans (almost 30 percent of total) and
$41.7 billion in non-real-estate debt (52 percent). The Farm Credit System (FCS)
held $27.1 billion in farm businessreal estate loans and $15.2 billion in non-real -
estate loans. In total, the Farm Credit System held about 25 percent of farm business
loans. Favorableinterest rate spreads improved FCS earnings during 1990-97.
Improved borrower financial conditions have trandated into improved Farm Credit
System performance.

Life insurance companies maintained their presence in the agricultural credit
market, astheir total farm business debt rose slightly to $9.7 billion, giving them an
11-percent share of the farm business mortgage market. USDA’'s Farm Service
Agency (formerly Farmers Home Administration) direct loansto farm businesses
dropped by $600 million in 1997. The “Individuals and others” classification is com-
posed primarily of sellersfinancing the sale of farmland, input suppliers, farm
machinery finance corporations, and some minor lending agencies. These accounted
for $19 hillion in real estate loans and $18.8 billion in non-real-estate loans at the end
of 1997.
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Table 3-1.

Farm business debt, selected years

Farm debt outstanding, December 31

1950 1960 1970 1980 1985 1990 1991 1992 1993 1994 1995 1996

Real estate debt: $ Billion

Farm Credit

System 08 22 6.4 332 422 26.0 253 254 249 246 249 257 27.1
Life insurance

companies 11 27 51 120 113 97 95 88 90 90 91 95 97
Banks 08 14 33 7.8 10.7 163 174 188 196 21.1 223 233 252
Farm Service

Agency 02 06 22 74 98 76 70 64 58 55 51 47 44
Individuals

and others 21 45 105 278 258 152 156 16.1 16.7 17,5 18.0 185 19.0
Total 5.2 11.3 275 89.7100.1 74.79 749 754 76.0 77.7 79.3 81.7 854
Non-real-estate debt:

Banks 24 47 105 30.0 33.7 313 329 329 349 36.7 37.7 38.3 417
Farm Credit

System 05 15 53 198 140 9.8 102 103 105 11.2 125 140 152
Farm Service

Agency 03 04 07 100 147 94 82 71 62 60 51 46 43
Individuals and

others 25 45 48 174 151 127 13.0 132 142 152 16.2 17.4 188
Total 57 111 213 771 775 632 643 63.6 659 69.1 715 744 80.1
Total, all 109 224 48.8 166.8177.6138.0 139.2 139.1 141.9 146.8 150.8 156.1 165.4

Source: USDA, Economic Research Service, Resource Economics Division.

m The Balance Sheet

arm business asset val ues are estimated to have totaled $1,088.8 billion on

December 31, 1997, an increase of 5 percent over the preceding year. Farm
business debt rose 6 percent during 1997, totaling $165.4 billion at year's end.
Asaresult, farm business equity is estimated to have risen 5.2 percent.

The debt-to-asset ratio for 1997 (expressed as a percentage) increased from
15.1to 15.2. Thisratio is substantially below the peak of 24 percent reached in 1985.

Real estate assets accounted for 78 percent of the value of farm business assets
at the end of 1997. Real estate assets are expected to have increased 6 percent during
the year.

Non-real-estate assets are estimated to have increased 2 percent during 1997.
The value of machinery and motor vehicles and for crops stored decreased from 1996
to 1997, whereas, the value of purchased inputs, financial assets, and livestock and
poultry increased during this period.
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Figure 3-1.

Farm business debt
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1Debt secured by farm real estate. 2Debt for operating purposes.
Source: USDA, Economic Research Service, Resource Economics Division.

Figure 3-2.

Farm business debt by lender
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Individuals and others include Commodity Credit Corporation real estate loans.

Source: USDA, Economic Research Service, Resource Economics Division.
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Farm businessreal estate debt increased 4.5 percent in 1997, standing at $85.4
billion at the end of the year. Non-real-estate debt rose 7.6 percent to $80.0 billion.
On December 31, 1997, commercia banks held 40 percent of farm business debt, and
the Farm Credit System held 26 percent.

Table 3-2.

Farm business assets, debt, and equity?!

Item 1960 1970 1980 1990 1997
Billion dollars
Assets 171.0 273.0 965.9 841.5 1,088.8
Real estate 123.3 202.4 782.8 620.0 849.2
Non-real-estate 2/ 47.7 70.6 183.0 221.5 239.6
Debt 22.4 48.8 166.8 138.0 165.4
Real estate 3/ 11.3 27.5 89.7 74.7 85.4
Non-real-estate 4/ 11.1 21.2 77.1 63.2 80.1

Equity (assets minus debt) 148.6 224.3 799.0 703.5 923.4

1 As of December 31. 2/ Crop inventory value is value of non-Commodity Credit Corportation (CCC) crops held
on farms plus value above loan rate for crops held under CCC. 3/ Includes CCC storage and drying facilities
loans. 4/ Excludes value of CCC crop loans.

Source: USDA, Economic Research Service, Resource Economics Division.

m Net Value-Added, Net Farm Income, and Net Cash
Income

et value-added and net farm income both declined by $3.5 billion in 1997, but

each measure remained at alevel surpassed only by the record values attained in
1996. Both these measures of farm income had risen substantially from 1995 to 1996.
As a consequence, even though net value-added fell 3.7 percent in 1997, it was still
$17.9 billion greater than for 1995. Net value-added represents the total value of the
farm sector’s output of goods and services, less payments to other (non-farm) sectors
of the economy, and is production agriculture’s addition to national output.

The value of the sector’s production (final output) increased by $2.3 billionin
1997. Thisincrease, however, was exceeded by the $5.7 billion expansion in out-of-
pocket costs (intermediate consumption outlays). The result was $3.5 billion lessin
net value-added to be distributed among the providers of resources to the farm sector
in 1997. Hired workers and lenders received 3.9 percent and 3.5 percent more for
their contributionsto 1997 farm production than in 1996. By contrast, the earnings of
non-operator landlords were down 7.4 percent. The decline in earnings to landlords
reflected lower returns to holders of share-rent contracts, which, in turn, can be traced
directly to the $3.1 billion decline in the value of crop production. Most share-rent
arrangements involve crops, and while the harvest for many major crops remained
near or even exceeded the record levels of 1996, prices received in selling commodi-
tieswere significantly lower than in 1996.
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Net farm income, which fell $3.5 billion from 1996 to 1997, is that portion of
net value-added earned by farm operators (defined as those individual s and entities
who sharein therisks of production). Typically, it isthe farm operators who benefit
most from the increases and absorb most of the declines arising from short-term,
unanticipated weather, and market conditions. In fact, an amount equal to the total
1997 drop in net value-added accrued to farm operators, as the increase in factor pay-
mentsto hired labor and lenders offset the lower payments to landlords. Declining
prices accounted for much of the drop in net value-added in 1997 and is reflected in
net farm income.

Net cash income rose by $4.3 hillion, a7.7-percent increase from 1996 to 1997.
Cash earnings realized within the year from the sales of production, and the conver-
sion of assets, both inventories (in years in which they are reduced) and capital con-
sumption, into cash are the receipts included in net cash income. Unlike net farm
income, net cash income does not include the value of home consumption, changes
ininventories, capital replacement, and implicit rent and expenses related to the farm
operator’s dwelling—none of which reflect cash transactions during the current year.

The value of the agricultural sector production (commodities and services) rose a
mere $2 billion from 1996 to 1997, but the level in 1996 had exceeded the previous
record (1994) by awhopping $20 billion. Increases of $5 billion in the value of cattle
production and $3.6 billion in the value of soybean production more than offset the
declinesin value of other commodities where lower prices decreased returns. Yet, the
higher value of output only partially offset the $5.7 billion increase in intermediate
consumption outlays. The outcome was a $3.8 billion fall in net value-added.

Thetotal value of final 1997 crop output was down $3.4 billion, reflecting signif-
icant price declines for many major crops. In 1996, crop prices had been high in the
first half but began a decline in the second half that continued on through 1997.
Soybeans were an exception as prices ascended to an unusually rarified level of $8
per bushel or morein the first half of 1997. Soybean prices began tailing off in the
second half, but still finished the year in arange favorable to producers. With large
crop harvestsin 2 consecutive years, farmers sold during the year approximately what
they harvested, incrementing inventories by a modest $323 million. Inclusion
of the inventory change enables afull accounting of a current year’s production in
the tabulation of the calendar year’s farm sector output.

Thetotal value of livestock production in 1997 was $4 hillion higher than the
previous year, the second consecutive year with significant increase. The value of
cattle produced jumped $5 billion, and hog producers added another $498 million
to the production of meat animals. The value of dairy products declined $1.8 billion.
Market prices available to farmers for hogs and broilers declined sharply in the latter
half of 1997, beef cattle prices were steady throughout the year after staging a
comeback from lows reached in first half of 1996, and dairy prices bottomed out
and turned up in the summer of 1997. The $5 billion risein cattle production resulted
from ajump in production in response to the improvement in market prices.
Producers reversed the herd liquidation which they had been employing to minimize
the consequences of being caught in an ongoing cost-price squeeze without prospects
of an immediate turnaround. The rapid structural change occurring in livestock
production with regional shiftsin production and consolidation into large operations
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Table 3-3.

Value added to the U.S. economy by the agricultural sector via
the production of goods and services, 1994-971

Year-to-year change

1994 1995 1996 1997  Amount Percent
$ Million $ Million Percent
Final crop output 100,314 95,805 115,591 112,498 (3,093) (2.7)
Food grains 9,545 10,417 10,741 10,603  (138) (1.3)
Feed crops 20,351 24,581 27,265 27,638 374 14
Cotton 6,738 6,851 6,983 6,515 (468) (6.7)
Oil crops 14,657 15,496 16,362 19,911 3,549 21.7
Tobacco 2,656 2,548 2,796 2,886 90 3.2
Fruits and tree nuts 10,335 11,119 11,933 12,790 858 7.2
Vegetables 13,893 14,913 14,561 15,086 525 3.6
All other crops 14,897 15,165 15,935 16,668 732 4.6
Home consumption 72 104 92 78 (13) (14.7)
Value of inventory adjustment? 7,170 (5,390) 8,924 323 na na
Final animal output 89,691 87,632 92,190 96,200 4,009 4.3
Meat animals 46,785 44,828 44,414 49,925 5,511 12.4
Dairy products 19,935 19,894 22,820 20,989 (1,831) (8.0)
Poultry and eggs 18,445 19,070 22,345 22,183 (162) (0.7)
Miscellaneous livestock 3,004 3,227 3,425 3,471 46 1.3
Home consumption 409 365 333 380 47 14.2
Value of inventory adjustment? 1,112 248 (1,147) (749) na na
Services and forestry 17,886 19,388 20,671 22,074 1,403 6.8
Machine hire and custom work 2,071 1,928 2,154 2,601 447 20.8
Forest products sold 2,743 2,947 2,824 2,840 16 0.6
Other farm income 4,392 5,213 5,894 6,350 456 7.7
Gross imputed rental value of farm dwellings 8,680 9,300 9,799 10,283 484 4.9
Final agricultural sector output 207,891 202,824 228,452 230,771 2,319 1.0
Less: Intermediate consumption outlays 104,903 109,002 112,852 118,552 5,700 5.1
Farm origin 41,278 41,626 42,675 45,695 3,021 7.1
Feed purchased 22,631 23,829 25,234 25,232 3) (0.0
Livestock and poultry purchased 13,273 12,335 11,229 13,753 2,524 225
Seed purchased 5,373 5,462 6,212 6,711 499 8.0
Manufactured inputs 24,398 26,155 28,640 28,964 324 1.1
Fertilizers and lime 9,180 10,033 10,934 10,933 1) (0.0
Pesticides 7,225 7,726 8,526 8,827 301 35
Petroleum fuel and oils 5,312 5,427 6,019 6,223 204 3.4
Electricity 2,682 2,968 3,161 2,981 181) (5.7)
Other intermediate expenses 39,227 41,220 41,536 43,892 2,356 5.7
Repair and maintenance of capital items 9,083 9,470 10,254 10,394 139 1.4
Machine hire and custom work 4,790 4,792 4,719 4,833 113 2.4
Marketing, storage, transportation expenses 6,821 7,182 6,926 7,106 179 2.6
Contract labor 1,805 1,969 2,129 2,596 467 21.9
Miscellaneous expenses 16,728 17,807 17,508 18,964 1,457 8.3
PLUS: Net Government tranactions 989 106 98 56 (42) (43.0)
+ Direct Government payments 7,879 7,279 7,340 7,496 156 2.1
- Motor vehicle registration and licensing fees 415 462 423 461 39 9.2
-Property taxes 6,475 6,711 6,819 6,979 160 2.3
Gross value added 103,977 93,929 115,699 112,275 (3,423) (3.0)
less: Capital consumption 18,695 19,099 19,419 19,520 101 0.5
Net value-added 85,282 74,830 96,280 92,755 (3,524) 3.7
LESS: Factor payments 37,015 38,847 42,928 42,931 4 0.0
Employee compensation (total hired labor) 13,506 14,321 15,406 16,011 604 3.9
Net rent received by nonoperator landlords 11,774 11,799 14,301 13,243 (1,057) (7.4)
Real estate and non-real-estate interest 11,735 12,726 13,221 13,678 457 35
Net farm income 48,266 35,984 53,352 49,824 (3,528) (6.6)

1Final sector output is the gross value of the commaodities and services produced within a year. Net value-

added is the sector’s contribution to the national economy and is the sum of the income from production

earned by all factors of production. Net farm income is the farm operators’ share of income from the sector’s
production activities. The concept presented is consistent with that employed by the Organization for Economic

Cooperation and Development.

2A positive value of inventory change represents current-year production not sold by December 1. A negative
value is an offset to production from prior years included in current-year sales.

Na = not applicable.

Source: USDA, Economic Research Service, Resource Economics Division
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Table 3-4.

Farm income indicators, 1994-97
Year-to-year change

1994 1995 1996 1997  Amount Percent
Million dollars $ Million Percent
Gross farm income 215,770 210,104 235,791 238,267 2,476 1.1
Gross cash income 198,326 205,476 217,791 227,952 10,160 4.7
Farm marketings 181,241 188,108 199,580 208,665 9,085 4.6
Crops 93,072 101,090 106,575 112,097 5,522 5.2
Livestock and products 88,169 87,018 93,005 96,568 3,563 3.8
Government payments 7,879 7,279 7,340 7,496 156 2.1
Farm-related income 9,206 10,088 10,872 11,791 919 18.5
Noncash income 9,161 9,770 10,223 10,741 518 5.1
Value of home consumption 481 469 425 458 34 8.0
Rental value of dwellings 8,680 9,300 9,799 10,283 484 4.9
Operator and other dwellings?! 8,241 8,732 9,167 9,716 549 6.0
Hired laborer dwellings 439 568 631 566 (65) (10.3)
Value of inventory adjustment 8,283 (5,142) 7,777 (425) na na
Total production expenses 167,504 174,120 182,439 188,443 6,004 3.3
Intermediate product 103,513 107,494 111,145 116,417 5,272 4.7
Farm origin 41,278 41,626 42,675 45,695 3,021 7.1
Feed purchased 22,631 23,829 25,234 25,232 (3) (0.0
Livestock and poultry purchased 13,273 12,335 11,229 13,753 2,524 225
Seed purchased 5,373 5,462 6,212 6,711 499 8.0
Manufactured inputs 24,398 26,155 28,640 28,964 324 1.1
Fertilizer and lime 9,180 10,033 10,934 10,933 1) (0.0
Pesticides 7,225 7,726 8,526 8,827 301 35
Fuel and oil 5,312 5,427 6,019 6,223 204 34
Electricity 2,682 2,968 3,161 2,981 (181) (5.7)
Other 37,837 39,713 39,830 41,757 1,927 4.8
Repair and maintenance 9,083 9,470 10,254 10,394 139 1.4
Other miscellaneous 28,754 30,243 29,576 31,364 1,788 6.0
Interest 11,735 12,726 13,221 13,678 457 35
Real estate 5,782 6,042 6,359 6,544 185 29
Non-real-estate 5,954 6,685 6,862 7,133 272 4.0
Contract and hired labor 15,311 16,290 17,535 18,606 1,071 6.1
Net rent to nonoperator landlords? 11,774 11,799 14,301 13,243 (1,057) (7.4)
Capital consumption 18,695 19,099 19,419 19,520 101 0.5
Property taxes 6,475 6,711 6,819 6,979 160 2.3
NET FARM INCOME3 48,266 35,984 53,352 49,824  (3,528) (6.6)
Gross cash income 198,326 205,476 217,791 227,952 10,160 4.7
Cash expenses 147,648 153,640 161,354 167,168 5,815 3.6
Cash expenses, excluding net rent 134,495 140,433 145,620 152,494 6,874 4.7
Intermediate product 102,566 106,532 109,962 115,142 5,180 4.7
Interest 11,338 12,303 12,785 13,196 411 3.2
Cash labor expenses 14,873 15,722 16,904 18,040 1,136 6.7
Property taxes 5,718 5,876 5,970 6,117 147 25
Net rent to nonoperator* 13,154 13,206 15,733 14,674  (1,059) (6.7)
NET CASH INCOME 50,678 51,836 56,438 60,783 4,346 7.7

Value added to gross income. Value added to net farm income equals difference in net farm income and
returns to operators.

2Includes landlord capital consumption.

3Statistics in and above the Net Farm Income line represent the farm sector, defined as including farm
operators’ dwellings located on farms. Statistics below the Net Farm Income line represent only the farm
businesses to the exclusion of the operators’ dwellings.

“Excludes landlord capital consumption.

Na = not applicable.

Source: USDA, Economic Research Service, Resource Economics Division.
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(examples: hogsin North Carolinaand dairy in California) has resulted in higher pro-
duction and lower pricesthat will persist until higher cost production declines in suf-
ficient quantities to achieve an equilibrium. As an aside, a consequence of this
restructuring is that a higher percentage of feed is being purchased as opposed to
being grown on the farms producing the livestock.

m Farm Household Income

arm operators have been surveyed by the annual Agricultural Resource

Management Study (formerly the Farm Costs and Returns Survey) about the
finances and production of their farms since 1985. Beginning in 1988, USDA col-
lected additional information about the operator’s household. In 1997, the most
recent year for which the survey data are available, about 98 percent of farms were
covered in the household definition. Included are those run by individuals, legal part-
nerships, and family corporations. Nonfamily corporations, cooperatives, and institu-
tional farms are not included in the household definition.

Like many other U.S. households, farm households receive income from a vari-
ety of sources, one of which isfarming. The 1997 average household income for farm
operators households was $52,300, which is on par with the average U.S. household.
About 89 percent of the average farm operator’s household income came from off-
farm sources, and many operators spent most of their work efforts in occupations
other than farming. Off-farm income includes earned income such as wages and
salaries from an off-farm job and net income from an off-farm business. Off-farm
income also includes unearned income, such asinterest and dividends, and Social
Security.

For the mgjority of farm operator households, off-farm income s critical. Most
U.S. farms are run by households that depend mainly on off-farm income. About 43
percent of operators reported a nonfarm major occupation in 1996, and another 19
percent were retired. Most operators of larger farms reported farming as their major
occupation, and their households were more likely to depend on farm income.

Average household income and dependence on off-farm income also varies
among types of farm households. For example, 8 percent reported negative household
income for 1997. On average, these households lost $47,566 from farming during the
year. About 34 percent had household income of $50,000 or over, with farm income
averaging $29,025. Among occupational categories, households of operators who
reported occupations other than farming or retired had the highest average household
income, largely from off-farm sources. Data on operators' age show that households
associated with the oldest operators had the lowest average household income. Data
on operators' educational level show significant increasesin average income with
each higher educational level.

35



Figure 3-3.

Sources of income for average farm operator household, 1997

Wages and salaries

$28,212 Farm income
(53.9%) $5,989
(11.4%)

Other off-farm income
$8,251
(15.8%)

Off-farm business income Interest and dividends
$6,340 $3,555
(12.1%) (6.8%)

Source: USDA, Economic Research Service,
Resource Economics Division, 1997 Agricultural Resource Management Study.

Figure 3-4.

Average farm and off-farm income for farm operator households,
by size of farm, 1997

Size of farm:1

Less than -$3,438 ' Source of income:
$50,000 $49,377 Bl Farm

[ Off farm
$50,000- $16,142
$249,999 $38,177
$250,000- I - >
$499,999 $34,460
$500,000 $164,469
and over $36 289

1Based on gross value of farm sales, which includes farm businesses’,
share landlords’, and production contractors’ shares of agricultural production.

Source: USDA Economic Research Service, Resource Economics Division,
1997 Agricultural Resource Management Study.
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Table 3-5.

Farm operator households and household income, by selected
characteristics, 1997

Number of Average Share from
Item households household income! off-farm sources 2
Number Dollars Percent
All operator households 2,011,568 52,347 88.6
Household income class:
Negative 151,543 -35,678 -33.3
0-$9,999 178,539 5,302 213.3
$10,000-$24,999 398,564 17,438 112.5
$25,000-$49,999 591,897 36,116 94.7
$50,000 and over 691,025 117,843 75.4
Operator major occupation:
Farm or ranch work 756,299 48,314 60.8
Other 866,331 63,954 104.7
Retired 388,939 34,335 97.6
Operator age class:
Under 35 years 153,470 50,842 89.0
35-44 years 378,549 48,597 86.3
45-54 years 503,402 65,194 89.0
55-64 years 423,229 51,795 86.9
65 years or older 552,918 44,058 91.0
Operator educational level:
Less than high school 312,036 27,879 93.2
High school 870,210 47,750 86.8
Some college 448,285 50,652 87.2
College 381,037 84,877 90.6

1The household income of farm operator households includes the net cash farm income that accrues to the
farm operation, less depreciation, as well as wages paid to household members for work on the farm, net
income from farmland rentals, and net income from another farm business, plus all sources of off-farm income
accruing to the household. In cases where the net income from the farm was shared by two or more house-
holds, the net cash income was allocated to the primary operator’'s household based on the share that the
operator reported receiving.

2Income from off-farm sources is more than 100 percent of total household income if farm income is negative.
Source: USDA, Economic Research Service, Resource Economics Division, 1997 Agricultural Resource
Management Study.

m Net Farm Income by State

hirty-one of the 50 States experienced declinesin net farm income of varying

degreesin 1997 in contrast to the across-the-board increases experienced in the
prior year. In order to retain perspective, remember that 1996 was truly an excep-
tional year with record yields for major crops and prices that remained unusually
high. The value of crop production soared in 1996 reflecting rebounds in both acres
harvested and yields for major crops.
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Crop prices were much higher in the first half of 1996 relative to the same period
in 1995 and tended to remain stable in the latter half of the year, despite the rebound
in production. Corn and soybeans led the recovery, and the producers of these two
crops, along with hogs, were among the principal beneficiaries of favorable prices.
Previous growth in the economies of Southeast Asiatranslated into demand for U.S.
agricultural products and helped to support commaodity prices and boost farm income.
These economies began to falter in the summer of 1997 and began to reduce their
demand for imports of agricultural commodities.

In 1997, farmers faced contrasting production and market conditions depending
on the types of commodities produced. Cattle producers experienced stable prices
throughout the year at levels significantly above the lows of 1996 and benefitted from
lower feed as a consequence of declining grain prices. Rising hog pricesin thefirst
half of 1997 led hog producersto step up production only to see prices drop once the
extent of the production increase became known. Soybean producers experienced
soaring pricesin thefirst half of the year asworld stocks dwindled but saw prices
retreat in the latter half of the year, eventually returning to near beginning-year levels.

Wheat producers suffered perhaps the most market adversity in 1997. Market
prices were low at the beginning of 1997 and declined throughout the year. A drop
in demand for exports of U.S. wheat resulted from the depreciation in the currency
valuesin many countries. This effectively reduced the demand for importsinto the
consuming countries and increased the competitive advantage of exporting countries.

Dairy prices were impacted by additional supplies of milk in States not tradition-
ally known for dairy farming. Californiain particular has experienced alarge increase
in the production of milk. Expansion is occurring in large, dry-lot dairy operations
that by all indications are among the lowest cost producers. Higher cost producers
will have to reduce capacity to bring price and quantity into equilibrium. This process
isnot unlike what has been occurring in hog production for the last 5 years and what
occurred in the broiler industry several decades ago.

The contrasting commodity situations yielded some distinctly different regional
effects. Leading cattle States, particularly those with cow-calf operations, were the
leadersin year-over-year gainsin net farm income. Income was up more than 90
percent in Oklahoma and Wyoming. Income was down more than 50 percent in North
Dakota (-90), Maine(-75), Wisconsin(-66), and New York(-51). The latter three States
aretraditional dairy-producing States. The North Dakota agricultural economy is
heavily dependent on wheat sales, and producers suffered a one-third drop in produc-
tion due to lower yields, giving farmerslessto sell at lower prices.

Cadlifornia continues to lead the Nation in cash receipts and farm income, reflect-
ing both its substantial |and mass and its commodity mix, which is heavily weighted
towards those with high value of production per acre. California’s net farm incomein
1997 slipped 1.7 percent to $5.8 billion, down from $5.9 billion in 1996. lowawith
$3.7 billion, representing areduction of 7 percent, maintained its position as the State
with the second largest net farm income in 1997. Two additional States earned at
least $3.5 billion in net farm income for 1997—Texas ($3.6 billion) and North
Carolina ($3.5 hillion)—and three additional States exceeded $2 billion—Georgia,
Illinois, and Nebraska. In contrast, four States had their net farm income plummet in
excess of 50 percent: North Dakota (-90), Maine (-75), Wisconsin (-66), and New
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York (-51). The latter three States are in the northern tier of the traditional dairy
States where producers may be among the higher cost producers. Short growing sea-
sons and cold weather may put producers in the more northern latitudes at a compara-
tive disadvantage to the more Southern States, in terms of costs per unit of output.

m State Rankings by Cash Receipts

hetop 10 Statesin cash receipts for all commoditiesin 1997 were California,

Texas, lowa, Nebraska, Illinois, Kansas, North Carolina, Minnesota, Florida, and
Georgia. The share of total cash receipts derived from crop or livestock sales varied
greatly among these 10 top-ranked States.

Californialed the Nation in crop sales with $19 hillion, and was the top produc-
ing State for 8 of the sector’stop 25 commodities: dairy products, greenhouse and
nursery products, hay, grapes, tomatoes, lettuce, almonds, and strawberries. Milk and
other commoditiesin which Californiais aleading producer tend to be perishable and
expensive to transport, either because they are bulky and\or require special handling,
such asrefrigeration. Three-quarters of California’s farm sales were from crops;
fruits and nuts equaled 30 percent, vegetables, 24 percent; and greenhouse and nurs-
ery, 9 percent. Florida's pattern of cash receiptsis similar to California, with vegeta-
bles, fruits and nuts, and greenhouse and nursery accounting for 69 percent of
agricultural sales. By contrast, 61 percent of Texas cash receipts were from livestock,
and 71 percent of that was cattle and calves. Over 8 percent of the Nation’s livestock

Figure 3-5.

Net farm income, 1997

Il Top 10 Statesin [ Bottom 10 States in
net farm income net farm income

Source: USDA, Economic Research Service, Resource Economics Division
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sales value was attributed to Texas. lowa's sources of cash receipts are, in contrast to
those of Texas, more heavily weighted to crops, which comprise 57 percent of the
total and livestock 43 percent. Feed grains and oilseeds represented 56 percent of
lowa's sales, while hogs accounted for 23 percent. lowa leads the Nation in both corn
and hog sales.

Cattle and calves remained the top ranked commaodity in generation of cash
receipts for 1997, as sales surged $5 billion or 16 percent. In fact, the sales of cattle
and calves are still $3.3 billion or 8.3 percent below the peak attained in 1993, but
1997 represents a significant reversal of the slide. Historically, cattle production and
the related herd size has evidenced the existence of amulti-year cycle, and indica-
tions are that cattle had previously been in the downward phase of that cycle. Asthe
largest of the animals produced in significant quantitiesin the U.S. agricultural sector,
cattle have by far the longest gestation period and the longest growth stage in devel-
oping into an adult animal for marketing and breeding purposes, al of which con-
tribute to the length of the cycle. Texasled in cattle and calf receipts with $5.8
billion, up $454 million (8.3 percent) from the prior year but still $340 million (-5.5
percent) below its 1993 peak in sales. Nebraska ($4.4 hillion) and Kansas ($4.4 bil -
lion) were the second and third leading producers of cattle.

Dairy products ranked second in cash receipts, with Californiaremaining the
leader in sales with over $3.6 billion. Dairy salesin Californiadipped $97 million (-
2.6 percent) in 1997, but the State's sales have risen $955 million (36 percent) since
1993. This shift is significant, both geographically in the replacement of production
in the Lakes States and structurally in the production of milk vialarge operations.
Therapid population growth in California and other adjacent States has created an
explosion in the demand for dairy products sufficient to enable large dairies capable
of achieving economies of scale to be cost competitive, regionally. Wisconsin was
second in dairy sales but lagged considerably behind Californiain 1997, followed by
New York, Pennsylvania, and Minnesota. These five States were the only ones with
sales of dairy products exceeding a billion dollars.

Corn and soybeans were the third and fourth-ranked commodities in the Nation,
with lowa and Illinois the undisputed leadersin sales of these commodities. lowa's
corn receipts were highest at $3.8 billion, followed by Illinois with $3.5 billion. lowa
also lead in soybean sales of $3.3 billion followed by Illinois, with $3.1 billion for
1997. Thisisfirst time any States have reached the $3 billion level in soybean sales,
which indicates what an exceptional year 1997 was for soybean producers.
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m Government Payments by Program and State

overnment payments of $7.3 billion in 1996 and $7.5 billion 1997 were signifi-

cantly lower than the average for the first half of the 1990’s. Total paymentsin
both years were dlightly higher than those of 1995 but 45 percent lower than the
$13.4 billion in 1993 which was the highest level since 1988. Direct government
payments were expected to begin declining with the 1996 Farm Act. Even though the
paymentsin 1996 and later years reflect the production flexibility payments provided
under the 1996 Act, adjustments for deficiency payments owed to farmers for some
commoditiesin 1996 and repayments by farmers for overpayments under the previ-
ous farm program also are included in 1996 and 1997 payments.

Under the old farm program, deficiency payments due to producers were made
in as many as three payments, in 2 calendar years. The first payment was based on
an estimation of the final amount likely to be owed to the producer, using projected
market prices over the relevant period; and subsequent payments were then the bal-
ance due once the actual market prices became known.

During the 1995/96 marketing year, commodity prices received by farmers
tended to be higher than had been projected when determining initial deficiency
payments for the 1995/96 crops. For many producers, this meant that the disburse-
ment received as the first deficiency payment for the 1995 crops exceeded the amount
they were due, once all the information necessary to complete the final determination
became available. As a consequence, they were required to reimburse USDA; and
these reimbursements were then available for disbursement under production
flexibility contract payments.

After 1997, the influence of the deficiency repayment adjustments should be con-
cluded and the payment totals will more closely follow the declining levels of pro-
duction flexibility contract payments specified in the 1996 Farm Act. The payment
totalswill be constrained by the fixed funding set forth for production flexibility
contracts in the 1996 Farm Act through the year 2002.

Innovative legislation was implemented in 1996

Asarefresher, new legislation enacted effective for 1996 represented a signifi-
cant departure from that which it replaced, mandating sweeping changesin the
operational design of Federal farm programs for aperiod of 7 years. Under the new
farm programs, government payments to farmers will decline over 7 yearsin both
absolute terms and as a proportion of production income. Both the declining pay-
ments and diminishing role of the Government crystallized in the new legislation
represent extensions of trends under which Government assistance as a share of
production income was already in adecline.

The 1996 Farm Act, more formally known as The Federal Agriculture
Improvement and Reform Act of 1996, signed in April1996, initiated a new
Government farm policy for 1996 through 2002 that disconnects the link between
production history and the level of Federal support payments. The legislation also
severed the links between Government payments and the crops produced and com-
modity prices. During the 7-year period covered by the 1996 Act, payments deter-
mined during a one-time, sign-up window in 1996 are scheduled to decline.
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The payments are a function of the farmer’s established program crop acreage times
the established program yield multiplied (per aformula) by a set payment rate. The
crop acreage and program yields remain constant throughout the 7 years, but payment
rates are scheduled to generally decline. Nonrecourse marketing loans administered
by the Commaodity Credit Corporation remain available for the contract crops,
oilseeds, and extralong staple cotton. The loan rates are generally much lower than
past support levels and marketing loans are avail able to producers. Consequently,
farmers don’'t necessarily have to place the commodity under loan in order to receive
the benefits for which they are eligible and the Government’s potential financial
exposure through loan defaultsis reduced.

Restrictions: Farmers are not bound to plant any particular set of crops and
have flexibility as to what they do plant, with some exceptions pertaining to fruits and
vegetables. Two requirements that farmers must meet are to comply with established
conservation measures and either buy crop insurance or sign awaiver to all Federal
disaster assistance.

Exceptions: The legiglation contains special language for peanuts and sugar
that generally maintains the structure of those programs established under the
previous legislation but at lower support levels, thereby reducing the Government’s
exposure. The dairy price support program will be phased out over 4 years and the
dairy milk marketing orders are to be reduced by two-thirdsin 3 years. Tobacco
program provisions are covered under separate legislation and are not affected by the
1996 Farm Act.

® Number of Farms and Net Cash Income
by Sales Class

he number of farms decreased dlightly to 2,057,910 in 1997, and the percent

of farmsin each major sales class changed somewhat. Almost three quarters of
al U.S. farms have annual sales of less than $50,000, while approximately 1 percent
of all farms have sales greater than $1 million. Farms with over $250,000 in sales
account for less than 7 percent of all farms but dominate American agricultural out-
put. These large farms sell 65 percent of the Nation’s livestock and 61 percent of
the crops. They have 61 percent of the gross cash income compared with 59 percent
of the cash expenses. In 1997 they accounted for 67 percent of the Nation’s net cash
income. Approximately 35 percent of direct Government payments went to these
farms.
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Table 3-9

Direct Government payments, by program, United States, 1950-971
Year Feedgrains Wheat Rice Cotton Wool Conservation? Miscellaneous® Total

Million dollars

1950 np np np np np 246 37 283
1951 np np np np np 246 40 286
1952 np np np np np 242 33 275
1953 np np np np np 181 32 213
1954 np np np np np 217 40 257
1955 np np np np np 188 41 229
1956 np np np np 54 220 280 554
1957 np np np np 53 230 732 1,015
1958 np np np np 14 215 859 1,088
1959 np np np np 82 233 367 682
1960 np np np np 51 223 429 703
1961 772 42 np np 56 236 387 1,493
1962 841 253 np np 54 230 368 1,746
1963 843 215 np np 37 231 370 1,696
1964 1,163 438 np 39 25 236 278 2,179
1965 1,391 525 np 70 18 224 235 2,463
1966 1,293 679 np 773 34 231 267 3,277
1967 865 731 np 932 29 237 284 3,078
1968 1,366 747 np 787 66 229 268 3,463
1969 1,643 858 np 828 61 204 199 3,793
1970 1,504 871 np 919 49 208 166 3,717
1971 1,054 878 np 822 69 173 149 3,145
1972 1,845 856 np 813 110 198 140 3,962
1973 1,142 474 np 718 65 72 136 2,607
1974 101 70 np 42 4 192 125 530
1975 279 77 np 138 13 193 107 807
1976 196 135 4 108 39 209 47 734
1977 187 887 130 89 5 328 192 1,818
1978 1,172 963 3 127 27 239 499 3,030
1979 494 114 59 185 33 197 294 1,376
1980 382 211 2 172 28 214 276 1,285
1981 243 625 2 222 35 201 605 1,933
1982 713 652 156 800 46 179 946 3,492
1983 1,346 864 278 662 84 188 5,874 9,296
1984 367 1,795 192 275 118 191 5,493 8,431
1985 2,861 1,950 577 1,106 98 189 924 7,705
1986 5,158 3,500 423 1,042 112 254 1,325 11,814
1987 8,490 2,931 475 1,204 144 1,531 1,972 16,747
1988 7,219 1,842 465 924 117 1,607 2,306 14,480
1989 3,141 603 671 1,184 81 1,771 3,436 10,887
1990 2,701 2,311 465 441 96 1,898 1,386 9,298
1991 2,649 2,166 550 407 154 1,858 431 8,215
1992 2,499 1,403 512 751 188 1,899 1,916 9,168
1993 4,844 1,909 650 1,226 173 1,967 2,633 13,402
1994 1,447 1,156 337 826 202 1,978 1,933 7,879
1995 3,024 587 784 30 98 1,896 860 7,279
1996° (384) (473) 175 (105) 56 1,793 6,279 7,340
1997 (560) 9) 0 (6) 0 1,693 6,377 7,496

np = no program. *Components may not add due to rounding. Includes both cash payments and payments-in-
kind (PIK). 2Includes Great Plains and other conservation programs. 3Through 1970, total amounts are for
Soil Bank program, which was discontinued in 1971. Starting with 1971, amounts include all other programs.
“Less than $500,000. SCommodity specific payments in 1996 reflect final deficiency payments due farmers
under previous law, as well as repayments by farmers of unearned deficiency payments disbursed in
advance of final determination. Production flexibility payments under the 1996 Farm Act are included in
the miscellaneous category.

Source: USDA, Economic Research Service, Resource Economics Division.
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Rural
. America

® Nonmetropolitan Population

oday, the United States is primarily metropolitan. People who live in large cities

and their suburbs account for 80 percent of the total population. Nonmetropolitan
people outside large cities and suburban counties numbered about 54.5 millionin
1998. Although nonmetro popul ation continues to increase, its proportion of the total
population has fallen dlightly over the last several decades because the metro popula-
tion grew even more rapidly.

A metro area, by definition, must have an urban nucleus of at least 50,000 peo-
ple, and may include fringe counties that are linked to that nucleus because their
workers commute to the central area. All other counties are nonmetro.

After 1970, most nonmetro counties that were losing population in the 1960's
began to grow again because of job devel opment, commuting, or the devel opment of
retirement communities that drew retireesin from other areas. However, after 1980,
low farm income and a slump in mining and manufacturing employment led to a slow
but widespread decline in nonmetro population, generally in the same areas that
declined before 1970. Some nonmetro counties, though, grew enough as retirement
or recreation areas, or from their proximity to metro jobs, to produce overall non-
metro population growth during the decade.

Since 1990, there is evidence once again of increased retention of people in non-
metro areas. From 1990 to 1996, the population of honmetro counties grew at an
annual pace more than double that of the 1980's, with far fewer counties declining.
This change has affected al types of counties and most regions of the country.
Improvement in nonmetro economic conditions is thought to be generally responsible
for this change. But, recreation and retirement counties continue to be the most
rapidly developing group. Declining population is still characteristic of areasthat are
dependent on farming, three-fourths of which have continued to have more people
moving out than in. The nonmetro population grew between 1996 and 1998, but the
pace of growth has slowed.

m Age and Race

Age distributions reflect past demographic events (births, deaths, and migrations)
and provide important clues about future changes in the labor supply and the
demand for goods and services. The age distribution of the U.S. population is still
dominated by the post-World War 11 risein fertility rates known as the baby boom,
whose members were born in 1946-64. From the time the youngest baby boomers
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graduated from high school and began their entry into the labor force in 1982 until
the oldest members reach age 65 in 2011, the United States has had and will continue
to have afavorable balance of people in income-producing age groups. All parts of
the country benefit from the current age structure.

Because of migration, which consists primarily of young adults and their chil-
dren, metro areas captured a much higher percentage of the “baby boomers.” The
higher metro percentage of working-age adults has been a persistent pattern for most
of this century. Metro/nonmetro differences among the youngest and oldest have
becomeincreasingly large. In areversal of previoustrends, the birth ratesin metro
areasin this decade have been greater than in nonmetro areas. In large measure, this
reversal is due to the delayed childbearing among women in the large metro baby
boom segment. Birth rates for nonmetro women are higher at younger ages, particu-
larly for women in their twenties, an age group not well represented in nonmetro
aress.

Increasesin life expectancy over the past 50 years and the aging of the large pop-
ulation segment born in the 1920’s increased the proportion of elderly between 1970
and 1998. The percentage of the population over age 75 rose dramatically, especially
in nonmetro areas. Retirement migration to nonmetro areas, coupled with historically
high levels of nonmetro outmigration of young adults and their children, has resulted
in aslightly higher proportion of older people in nonmetro areas: the percentage of
the nonmetro population age 60 or older was 18 percent in 1998, 15 percent in metro
areas. For the first time since 1960, children under age 10 outnumber preteens and
teenagers in metro areas. Thisis not true for nonmetro areas.

The minority population istruly in the minority in nonmetro areas, although their
percentage is growing. By 1997 minorities constituted 17 percent of the total non-
metro population, accounting for more than half of the population growth since 1980.
Minorities are still much more likely than Whites to live in metro areas, but their
presence in nonmetro areas isincreasing.

Therelatively high proportion of the population under agel8 in all the rural
minority groupsindicates that there isalarge pool of potential |abor force entrants
among minorities and that minorities have a sizable proportion of their own popula-
tion to support. Thisis partly fueled in the rural Asian and Hispanic populations by
the higher birth rates among recent immigrants. Well over athird of the population of
all four rural minority groups were under age 18 in 1997, compared with afourth of
the White population (table 4-1). The proportion in prime labor force ages between
25 and 44 issimilar for all groups, including Whites.

In 1997, 9 million nonmetro residents belonged to one of four minority groups—
Blacks, Hispanics, Asians (including Pacific Islanders), and Native Americans.
Blacks made up close to two-thirds of the nonmetro minority population in 1980, but
their share has declined since then as the rate of growth for other groups has
increased. In 1997, 54 percent of the nonmetro minority population was Black.
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Table 4-1.

Nonmetro minority populations by age, 1997

Asian/Pacific

Age group White Black Native American Hispanic Islander
Percent
17 or younger 25.0 36.4 39.3 40.0 43.9
18-24 8.7 12.9 11.6 12.7 9.2
25-44 28.7 26.6 25.9 29.3 27.0
45-59 17.5 13.4 14.1 10.7 11.7
60-74 13.5 7.6 7.2 5.7 6.4
75 and older 6.6 3.2 1.9 1.6 18
Thousands
Population 43,458 4,877 888 2,789 488

Source: Prepared by ERS using data from the March 1997 Current Population Survey, Bureau of the Census.

® Nonmetropolitan Industry and Job Growth

Goods-Producing Industries

Manufacturing, natural resource-based industries such as farming and mining,
and other goods-producing industries have historically been the mainstay of the rural
economy. Growth in rural goods-producing jobs was stronger during the 1970's than
during the 1980's or so far in the 1990's. Much of the growth during the 1970's was
attributable to national manufacturing firms that opened branch plantsin rural areas
and also to booming construction activities. While goods-producing industries nor-
mally spring back during economic recovery, in more recent years, over periods of
recession and recovery, job growth in these industries has been sluggish. In nonmetro
areas during the 1980’s, jobs in farming declined by 383,000 (1.8 percent annually)
and jobs in mining declined by 118,000 (2.4 percent annually), while manufacturing
increased by 20,000 jobs (table 4-2). Nonmetro areas al so lost goods-producing jobs
during the 1990-91 recession, but have gained jobs in more recent years. Between
1989 and 1997, the total number of nonmetro goods-producing jobs increased by
433,000. The new jobs were in construction (324,000), manufacturing (200,000), and
agricultural services/forestry/fishing (153,000). Those gains were partially offset by
declinesin farming (156,000) and mining (88,000) jobs.

Services-Producing Industries

Nonmetro services-producing industries grew steadily during 1969-97, creating
8.8 million new jobsin the period. Similar to the goods-producing industries, the
number of rural services-producing jobs grew faster during the 1970's (2.5 percent
annually) than during the 1980's (1.8 percent annually). During 1989-97, job growth
in the rural services-producing sector picked up, growing almost as fast as during the
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Table 4-2.

Nonmetro and metro job growth in selected industries, 1969-97

Change

Industry 1969 1979 1989 1997 1989-97

Thousands Percent
Nonmetro total 17,704 21,668 23,942 27,687 1.8
Goods-producing 7,480 8,532 8,216 8,649 0.6
Farm 2,564 2,351 1,968 1,812 -1.0
ASFF? 166 242 355 508 4.6
Mining 361 550 432 344 -2.8
Construction 800 1,177 1,228 1,552 3.0
Manufacturing 3,589 4,213 4,233 4,433 0.6
Services-producing 10,224 13,136 15,726 19,039 2.4
TCPU2 725 904 972 1,153 2.2
Wholesale trade 423 753 781 867 1.3
Retail trade 2,541 3,224 3,896 4,804 2.7
FIRES 734 1,052 1,095 1,315 2.3
Services 2,718 3,620 4,997 6,526 3.4
Government 3,082 3,583 3,986 4,373 1.2
Metro total 73,353 91,620 113,375 128,723 1.6
Goods-producing 22,755 24,658 24,691 24,892 0.1
Farm 1,414 1,413 1,228 1,142 -0.9
ASFF1 340 626 1,019 1,465 4.6
Mining 374 605 614 489 -2.8
Construction 3,670 4,729 6,064 6,813 1.5
Manufacturing 16,957 17,284 15,765 14,983 -0.6
Services-producing 50,597 66,962 88,684 103,831 2.0
TCPU2 4,070 4,723 5,393 6,398 2.2
Wholesale trade 3,675 4,920 5,924 6,311 0.8
Retail trade 10,908 14,556 18,794 21,552 1.7
FIRES 5,181 7,487 9,572 10,463 1.1
Services 14,005 20,463 32,239 41,702 3.3
Government 12,759 14,814 16,762 17,407 0.5

1Agricultural services, forestry, and fishing

2Transportation, communication, and public utilities

3Finance, insurance, and real estate
Source: Prepared by ERS using data from the U.S. Department of Commerce, Bureau of Economic Analysis.

1970's (2.4 percent annually). General services, such as hotel accommodations, hair
cuts, car repair, and entertainment, provided the largest number of new rural jobs (1.5
million). Nonmetro retail trade added 980,000 new jobs, growing faster (2.7 percent
annually) so far in the 1990's than it had in the two previous decades (2.4 and 1.8 per-

cent annually in the 1970's and 1980's).

Total Employment

Nonmetro areas gained jobs at arate comparable to that of metro areas during
the 1970's, but fell far behind metro growth during the 1980’s. Nonmetro areas suf-
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fered more in the two recessions of the early 1980's and benefitted less from the
1982-1989 recovery than did metro areas. As aresult, employment growth was con-
siderably slower in nonmetro (1 percent annually) than in metro areas (2.2 percent
annually) during 1979-89. More encouraging is the most recent performance of rural
areas. In contrast to the 1980's trend, rural areas weathered the 1990-91 recession
better than urban areas. In nonmetro areas, total jobs grew at a 1.8 percent annual rate
during 1990-97; in metro areas, jobs grew at a 1.6 percent annual rate (table 4-2).
Most of the growth in both areas was in services-producing industries, 3.3 million out
of 3.7 million new nonmetro jobs and 15.1 out of 15.3 million new metro jobs.
Goods-producing industries contributed 433,000 new nonmetro jobs while metro
areas gained only 201,000 goods-producing jobs.

® Nonmetropolitan Employment and Wages

n 1998, 25.5 million people 16 years old and older were in the nonmetropolitan

work force, either at work or looking for work. On average, 1.2 million or 4.8
percent of these workers were unemployed during the year. The continuing national
economic expansion has brought about the lowest nonmetro unemployment ratein
25 years, with widespread reductions in unemployment among all groups of workers,
including minorities and teenagers. In 1998, 14.1 percent of teenagers, 10.3 percent
of Blacks, and 7.1 percent 