Agriculture
Fact Book
1997

U.S. Department
of Agriculture

Office of
Communications

The U.S. Department of Agriculture (USDA) prohibits
discrimination in its programs on the basis of race, color,
national origin, sex, religion, age, disability, political
beliefs, and marital or familial status. (Not all prohibited
bases apply to all programs.) Persons with disabilities
who require alternative means for communication of
program information (braille, large print, audiotape, etc.)
should contact the USDA's TARGET Center at (202)
720-2600 (voice and TDD).

To file acomplaint, write the Secretary of Agriculture,
U.S. Department of Agriculture, Washington, DC,
20250, or call (800) 245-6340 (voice) or (202) 720-1127
(TDD). USDA is an equal employment opportunity
employer.

Mention or depiction of commercial products or
organizationsin this publication does not constitute
endorsement by the U.S. Department of Agriculture
over other products and organizations not mentioned
or depicted.



Blank page here



Contents

Foreword, by Dan Glickman, Secretary of Agriculture....................... %

1. U.S. Agriculture—Linking Consumers and Producers.........c.cccocueunen. 1
What DOAMENiCanS Eat?.......ccccovvvvrieennieeenrieecnenas
Cost of Food Services and DistriDULION .......c..ocerriieinrieeccess e
Food EXpenditureS @and PriCES .........corireirienirerieesieesie et
Farm/Retail Price SPread ...t

2. Structure of U.S. Agriculture

Farming REJIONS ......cuviiiieiiieiceiee ettt b et s e b e e s nens
Farms and Land in FarmS .........cccoereeieenneeesee et
FarmS DY SAlES CIESS ......cueiiiirieieieieee ettt ettt
Legal Structure of U.S. Farms (Individual, Partnership, Corporation) ..........c.cccceeeeuenene 20
LANG TENUIE ...ttt sttt e s se et e b e seeaeseeneebeseenesbaneeneseenessaneas 20
MEOr USES Of U.S. LANC......ccoiuiueiiirieieiisieieerinieieesi e 21
Acreage Harvested of M@ or CrOpS.......c.uccereirrinieiesieieseseeesiesesessesessesssesaessssesessesaenas 22
Foreign Ownership of U.S. Farmland ..........cccccoeveiniinieiiicice e 23
3. The U.S. FArm SECTOI ...t e
=11 1o o TSP
AGITCUITUTEl CIEt ... e
The Balance Sheet
Net Cash Income and Net Farm Income
Farm Household INCOME ......coiiiiiriiiniereecrie et
Net Farm Income by State ...............
State Rankings by Cash Receipts
Government Payments by Program and State ..........ccccevreeiinieeinnec s 43
Federal Government Program Participation and Direct Payments .........ccccocevvevviecenienns 46
Number of Farms and Net Cash Income by Sales Class ........ccccovveeveivecicccececcesieas 46
4. RUFA] AMEIICEA .ottt et st e e ee e beneas 52
RUFAl POPUIBLTION ...ttt 52
AQEBNA RBCE ...ttt 52
Nonmetropolitan Industry and Job GrOWLh ...........cccevieivieeinieici e 54
Nonmetropolitan Employment andWagES .........ccecveievieiiieisiesiee e 56
Rural INCOME @Nd POVEITY ......c.oouiiriiirieiecrieese ettt 59
RUral PUDIIC SEIVICES ...ttt 59
Federal Funding for Rural Area DevelopmeNnt ...........cocvvevrreennenrerereseeesesee e 62



U.S. Department of AGriCUlture ...
Office of the Chief ECONOMISE ........ccoiiiiiieiieecee e
Office Of INSPECLON GENEFAl .......oviieeiiiireeiee et
Office of Chief Financial OffiCer ...t
Office of the Chief Information Officer .
Departmental AAMINISIFELION ........cocorereirerere e sae e
American Indian and Alaska Natives Programs
For More Information

Rural Development: Creating Opportunity for Rural Americans ....78

How Rura Development Works...........

Rural Business-Cooperative Service

RUFal HOUSING SEIVICE ..ottt sttt bbb
RUFal ULITITIES SEIVICE ..ottt ettt st st
Rural Empowerment Zones and Enterprise COMMUNItIES .........cooevvreereineninreenneerenns 84
FOr MOre INFOPMEEION. .....c.eiviieierieeeieie ettt sttt e e eneneas 85
Farm and Foreign Agricultural ServiCes .......ivcieievseseieiens 86
Farm SEIVICEAGENCY ....voueiuiirierieierieriete ettt ettt se et ettt b e bt b e e eae e enenean 86
FOreign AgriCUItUral SEIVICE .....c.ceiuiiieieieieieeee ettt e 91
RiSK MaNagEMENE AGENCY ....cvevieirerierererrrieiee e nneneen 100
FOr MOre INFOIMEHION........ciueieierieiceieee ettt be e e enens 101
Food, Nutrition, and CONSUMEr SEIVICES .....creiennneenenneenenens 102
FOOd and CONSUMEN SEIVICE .....cveuereiirieriecrieseeie ettt sttt s enene 102
Center for Nutrition Policy and Promotion ............ccceeveorenne e 118
FOr MOre INFOPMEEION. .......ciuiieierieceieeies ettt st s eaene 121
FOOA SATFELY ..o e ee 122
Food Safety and INSPECLION SENVICE ....c.ecvciviieiceiieicese et 122
FOr MOre INFOPMELION........coueerieieierieei et 131



10.

11.

12.

Natural Resources and ENVIroNMENTt .........ccccvveeeceeeecceece e 132

Forest Service: Caring for the Land and Serving People .........cocevvieiinnreenennieeens 132
Natural Resources Conservation Service: A Productive Nation

in Harmony with a Quality ENVIFONMENT ..........ceiiiririeirinieicerreeieeeseee s 156
FOr MOre INFOrMEHION......c.civeieieieiisieiee ettt sttt e s sae e ebans 168

Investing in the Future Through Research,

Education, and ECONOMICS ...t 175
Getting YOUr MONEY’ SWOIN ...t 175
DElIVEING THE GOOGS .....c.covrriiiririeretri ettt 176
PULtING Tt Al TOGELNET ... 177
Research—A Sound Investment . 177
WHEE'S NEIW? .ttt bbbttt 178
Agricultural RESEAICH SEIVICE. .......civiiiiieeirieeee et 178
Cooperative State Research, Education, and Extension Service . 182
EConomiC RESEAICH SEIVICE .....ooucuiiieieeeee e 184
National Agricultural StatiStiCS SEIVICE ......ccuvviveiririreirerieieesre e 187
FOr MOre INfOrMELION.......cccveieieiieeiee e 188
Marketing and Regulatory Programs ... 195
Agricultural Marketing SEIVICE ........ocoeiieeiieeee et 195
Anima and Plant Health Inspection Service:

Protecting Agricultural Health and ProdUctiVity .........c.cooeeenneennneensecesee 202
Grain Inspection, Packers, and StockyardsAdministration .............cccceveveeevieieseennenn 221
FOr MOre INfOrMELION. ......c.ceieiiiririeeer ettt 224
W AN o] 0 1= o Lo |2 ST 226
How To Get Information From USDA's Office of Communications...........c..cccceceeeeene 226

234
... 236
237

INAEX ettt e s be e e be e ae e beebeebeeareeaeesaeeeaeeeheenbeesraenne 249






Foreword

by Dan Glickman, Secretary

hen Abraham Lincoln created the U.S. Department of Agriculture,

its core mission was “to provide information about agriculture in the
most comprehensive and general sense of theword.” The 1997 Agriculture
Fact Book carries on with that charge, offering thousands of useful facts
about U.S. agriculture and rural America.

The heart of USDA remains production agriculture, helping our farm-
ers feed America and the world in a sustainable way. What many folks do
not realize, however, isthe diversity of responsibilities under the USDA
umbrella:

» We run the Federal anti-hunger effort—everything from food stamps

to the school lunch and breakfast programs to the WIC program.

» We are the country’s largest conservation agency—carrying out vol-
untary effortsto protect soil, water, and wildlife on the 70 percent of
America slandsthat are in private hands.

* Nearly half of USDA employeeswork for the U.S. Forest Service.

 Asthe department of rural America, we bring housing, modern
telecommunications, safe drinking water, and more to our country
communities.

» We are largely responsible for the safety of the food on your plate.

» We are aresearch leader in everything from human nutrition to new
crop technologies that allow usto grow more food and fiber using
lesswater and less pesticides.

Thisbook is ahandy reference tool that offers convenient, one-stop
shopping for information about U.S. agriculture, rural America, food, nutri-
tion and consumer issues, trade, and more.

| am pleased to note that the 1997 Agriculture Fact Book is high-tech,
too. You can find thistext and other helpful information on the Internet at
USDA's Home Page at HTTP://www.usda.gov

In today’s world, information is power. Whether you are afarmer, a
rancher, or simply a curious citizen, this book holds something of value
for you.

President Lincoln called USDA “the people’s department.” We work
hard every day to live up to this name.
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U.S. Agriculture—Linking
Consumers and Producers

What Do Americans Eat?

he American diet has changed considerably over the last 25 years. Red meat

consumption, for example, fell 13 percent between 1970 and 1995, while poultry
consumption rose 86 percent and fish and shellfish 27 percent. Egg use declined by
nearly afourth, while cheese consumption more than doubled to 27 pounds per person
in 1995. Consumption of coffee and milk has given way toicy cold carbonated soft
drinks; bottled water; beer; canned iced tea; and fruit juices, drinks, cocktails, and ades.

Change has been driven by various factors: prices, consumer income, more food
assistance for the poor, convenience, new products, more imports, more eating away
from home, more snacking, expanded advertising programs, smaller households,
more two-earner households, increased ethnic diversity, an aging population, an
expanded scientific base relating diet and health, new Dietary Guidelines for

Figure 1-1.

Changes in U.S. per capita consumption, 1970-1995

-41% Coffee (green bean equivalent)
-24% Eggs
-22% Beverage milk
-13% Red meat

Alcoholic beverages
Fruits and vegetables

Caloric sweeteners?

Fats and oils
Fish
Flour and cereal products

Poultry

Carbonated soft drinks 111%

Cheese 140%

includes caloric sweeteners used in soft drinks.




Americans designed to help people make food choices that promote health and
prevent disease, improved nutrition labeling, and a burgeoning interest in nutrition.

USDA’s Economic Research Service's (ERS) food supply (disappearance)
data are based on the amount of food available for consumption in the United States.
Estimates of food for domestic human consumption usually are calculated by sub-
tracting measurabl e uses such as exports, industrial consumption, farm inputs, and
end-of-year inventories from total supply (the sum of production, beginning inventor-
ies, and imports). Accordingly, the data are indirect measures of actual consumption.
They may overstate what is actually eaten because they represent food supplies avail-
ablein 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 Promation (CNPP).

Food Supply Providing More Grains, Vegetables, and Fruitsand L ess
Saturated Fat and Cholesterol. Consistent with dietary and health recommenda-
tions, Americans now consume, on average, two-fifths more grain products and
one-fifth more fruits and vegetables than did their 1970 counterparts. They drink
lower fat milk than they did then; annual per capita butterfat consumption from
beverage milk now is half what it wasin 1970. And, they eat leaner meats—lessred
meat (leaner red meat, too) and more chicken and fish. Meat, poultry, and fish now
contribute 25 percent of the total fat and 26 percent of the total saturated fat in the
U.S. food supply, compared with 35 percent and 37 percent in 1970. Thisis so,
even though per capitatotal meat consumption now isroughly atenth higher thanin
1970. Declining use of eggs, red meat (especially liver and other variety meats), and
whole milk is behind a 13-percent decline since 1970 in per capitalevels of dietary

Figure 1-2.

Per capita consumption of meat, poultry, and fish, boneless,
trimmed,equivalent
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Figu

re 1-3.

Per capita consumption of plain fluid milk
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Figure 1-4.
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cholesterol. Animal products now contribute less than half (48 percent in 1994) of the
total fat in the food supply, compared with 61 percent in 1970.

Contrary to diet and health recommendations, however, Americans are consum-
ing, on average, record-high amounts of added sugars and some high-fat dairy prod-
ucts and near record-high amounts of added fats and oils. The increase in added fats
and oils probably results from the greatly expanded consumption of fried foodsin
foodservice outlets and high-fat snack foods, and the increased use of salad oilson
salads consumed both at home and away.

WeArea Nation of Meat Eaters—Now More Than Ever. In 1996, total mest
consumption (red meat, poultry, and fish) was 191 pounds (boneless, trimmed equiv-
alent) per person, only 2 pounds below 1994's record high and 12 pounds above the
1980-84 annual average. Half-pound hamburgers and “value-priced” buckets of fried
chicken draw slews of customers to foodservice outlets. Rotisserie chicken and
Buffalo wings have become so popular that they have made inroads across the country,
even in pizzarias. Americans love to barbecue meat on outdoor grills—boosting per
capita consumption in warm months—and, increasingly, on indoor grills year round.
A host of new lean-meat products cater to saturated-fat-wary consumers. Seasoned,
ready-to-cook meats available in the fresh and frozen food cases and cooked meats
in the self-serve and service delicatessens appeal to time-crunched consumers.

Long-Term Declinein Egg Consumption L evels Off in the 1990's. Between
1970 and 1989, annua consumption of eggs steadily declined from 309 eggs per
person to 237. The average annual rate of decline during those 20 years was 3.6 eggs.
During the 1990's total egg consumption has fluctuated between 234 and 238 eggs
per person per year, but has shown an upward trend since 1991. Per capita consump-
tion was 236 eggs in 1996 and has been projected to be 240 eggsin 1997. The record
high for U.S. per capita egg consumption was 403 eggsin 1945.

Much of the decline in egg consumption since 1970 was due to changing life-
styles (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.

Declining retail egg prices between 1990 and 1994 may have spurred egg usein
those years. The average retail price for adozen large, Grade A eggs declined from
$1.01in 1990 to $0.86 in 1992 and 1994. Changing consumer attitudes toward eggs
may also be responsible. New tests show eggs to contain less cholesterol than previ-
ously documented, leading the American Heart Association to increase its maximum
recommended consumption from three eggs per week to four. Also, various research
studiesindicate that someAmericans are relaxing their healthy eating habits and are
indulging themselves in more traditional and flavorful foods.

AmericansDrink LessMilk, Eat More Cheese. In 1996, Americans, on aver-
age, drank 22 percent less milk and ate nearly two and a half times as much cheese
(excluding cottage types) asin 1970.

Annual per capita consumption of beverage milk declined from 31 gallonsin
1970 to 24 gallonsin 1996. Consumption of soft drinks may be displacing 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.



Figure 1-5.

Per capita consumption of fruits and vegetables
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Figure 1-6.

Per capita consumption of grain products*
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The beverage milk trend is toward lower fat milk. While whole milk represented
81 percent of all beverage milk in 1970, its share dropped to 36 percent in 1996.

While Americans are switching to lower fat milk, they are also using more fluid
cream products (half-and-half, light cream, heavy cream, eggnog, sour cream, and
dips). Per capita consumption of fluid cream products jumped from an annual average
of 10 half pintsin 1970-74 to 16 half pintsin 1996.

On balance, however, per capita consumption of milk-fat from all fluid milk
and cream products declined 36 percent between 1970 and 1996, from 9.1 pounds
per person to 5.8 pounds.

Average consumption of cheese—excluding full-skim American and cottage,
pot, and baker’s cheeses—increased 140 percent between 1970 and 1996, from 11
pounds per person to 27 pounds. The growth is concentrated in the ingredient and
away-from-home markets. Rapidly expanding pizza sales and lifestyles that empha-
size convenience foods are probably major forces behind the higher consumption.
Advertising and new products—such as frozen broccoli and cheese combos and
reseal able bags of shredded cheeses—also had an effect.

Fruits and Vegetables—TheArray of ChoicesWidens. AsAmericansincreas-
ingly embrace national health authorities' recommendation of consuming 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
in the last decade.

Per capita use of fruits and vegetables rose in the early 1980's in response to
higher consumer incomes, increased ethnic diversity, and burgeoning interest in
healthful diets. By 1995, per capita consumption was 15 percent higher than in 1980
and 22 percent higher than in 1970. Thistrend islikely to continue expanding into
the next decade as consumers heed nutritionists’ message on healthful eating.

Supermarket produce departments carry over 400 produce items today, up from
250in thelate 1980's and 150 in the mid-1970's. Also, the number of ethnic, gourmet,
and natural foodstores—which highlight fresh produce—continues to rise.

Consumers continue to have more access to fresh, local produce aswell. The
number of farmers' markets has grown substantially throughout the United States
over the last several decades, and increased from 1,755 in 1993 to 2,116 by the end
of 1995, according to USDA surveys.

Average Grain Consumption Up From 1970's But Far Below Early 1900's
Highs. Per capita consumption of flour and cereal products reached 192 poundsin
1995 from an annual average of 147 poundsin 1980-84 and 135 poundsin 1970-74.
Theincrease isfar below the 300 pounds consumed per person in 1909 (the earliest
year for which data are available). The expansion in supplies reflects ample grain
stocks; strong consumer demand for variety breads and other bakery items; big
increases in grain-based snack foods, breakfast cereals, and ethnic foods; and increas-
ing sales of fast-food products made with buns, doughs, and tortillas. Grain products
have overtaken caloric sweeteners to become the leading source of carbohydratesin
the food supply.

Wheat isthe major grain product eaten in the United States, with wheat flour
and other wheat products representing 74 percent of U.S. grain consumption in 1995.



Figure 1-7.

Per capita consumption of caloric sweeteners
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However, wheat's share of total grain consumption declined 6 percentage points since
1985 asrice, corn products, and oat products gained momentum.

Americans Eating Recor d-High Amounts of Sugars. Total per capita con-
sumption of caloric sweeteners (dry-weight basis)—comprised mainly of sucrose
(table sugar made from cane and beets) and corn sweeteners (notably high-fructose
corn syrup, or HFCS)—increased 28 pounds, or 22 percent, during 1970-95. In 1995,
each American consumed, on average, 150 pounds of caloric sweeteners, compared
with 122 pounds per person in 1970.

A striking change in the availability of specific sugars has occurred in the past
two and half decades. Sucrose's share in total caloric sweetener consumption dropped
from 83 percent in 1970 to 44 percent in 1995. In contrast, corn sweeteners' share
increased from 16 percent in 1970 to 55 percent in 1995. All other caloric sweeteners,
including honey, maple syrup, and molasses, maintained a 1-percent share.

Food Supply Providing More Caloriesand Higher L evels of Most Vitamins
and Minerals. Evidence from various sources suggests that Americans are consum-
ing, on average, more food, more snacks, bigger portions, and more calories than
they did in 1970. Thelevel of food energy (calories) in the food supply increased
from 3,300 calories per person in 1970 to 3,800 caloriesin 1994. This 15-percent
increase reflects higher levels of all three energy-yielding nutrients: carbohydrate,
fat, and protein. The proportion of caloriesfrom carbohydrate increased from 47 to 51
percent, while the share from fat decreased from 42 to 38 percent. Protein has consis-
tently accounted for about 11 percent of calories.



Table 1-1.

Major foods: U.S. per capita consumption

Food 1970 1980 1995
Pounds
Beef! 79.6 72.1 64.0
Pork* 48.0 52.1 49.1
Veal* 2.0 1.3 .8
Lamb and mutton* 2.1 1.0 9
Chicken* 27.4 32.7 48.8
Turkey* 6.4 8.1 14.1
Fish and shellfish 11.7 12.4 14.9
Eggs (number) 308.9 271.1 234.6
Cheese? 11.4 17.5 27.3
Ice cream 17.8 175 15.7
Fluid cream products 5.2 5.6 8.4
All dairy products® 563.8 543.2 585.8
Fats and oils 52.6 57.2 64.1
Peanuts and tree nuts* 7.2 6.6 7.8
Fruits and vegetables® 564.4 594.4 685.9
Fruits 229.0 257.9 280.9
Vegetables 3354 336.5 405.0
Caloric sweeteners® 122.3 123.0 150
Refined sugar (sucrose) 101.8 83.6 65.5
Corn sweeteners 19.1 38.2 83.2
Flour and cereal products’ 135.6 144.7 192.4
Wheat flour 110.9 116.9 141.7
Rice 6.7 9.4 20.1
Corn products 1.1 12.9 22.7
Other® 6.0 4.9 7.2
Cocoa’ 3.1 2.7 3.6
Gallons
Beverage milks 31.3 27.6 24.3
Whole 25.5 17.0 8.8
Lowfat and skim 5.8 10.5 15.6
Coffee 334 26.7 20.5
Tea 6.8 7.3 8.0
Soft drinks 24.3 35.1 51.2
Fruit juices 5.7 7.2 8.7
Bottled water NA 2.4 11.6
Beer 18.5 24.3 22.0
Wine 1.3 2.1 1.8
Distilled spirits 1.8 2.0 1.2

NA = Not available.

*Boneless, trimmed equivalent. 2Excludes full-skim American, cottage, pot, and baker's cheese. *Milk equiva-
lent, milkfat basis. “Shelled basis. *Farmgate weight. °Dry basis. Includes honey and edible syrups. "Consump-
tion of items at the processing level (excludes quantities used in alcoholic beverages and corn sweeteners).
0ats and barley. °Chocolate liquor equivalent; what remains after cocoa beans have been roasted and hulled.



The per capitalevel of total fat in the food supply increased 3 percent from 1970
to 1994, reflecting increased use of salad and cooking oils and shortening. Between
1970 and 1994, animal sources' share of total fat declined from 61 to 48 percent,
while vegetable sources' share jumped from 39 to 52 percent.

In 1970, the meat, poultry, and fish group contributed the most saturated fat to
the U.S. food supply—37 percent, followed by the fats and oils group at 33 percent.
By 1994, the fats and oils group’s contribution to total saturated fat had jumped up
8 percentage points, to 41 percent, and the meat, poultry, and fish group’s contribution
had dropped 11 percentage points, to 26 percent.

CNPP calculates the amounts per capita per day of food energy and 24 nutrients
and food componentsin the U.S. food supply. Vitamin B,, is the only micronutrient
(includes vitamins and minerals) whose level in the U.S. food supply declined
between 1970 and 1994; the 19-percent declinein vitamin B, reflects lower con-
sumption of organ meats (for example, liver) and egg yolks. All other vitamins (A,
C, E, B, thiamin, riboflavin, niacin, and folate) and all minerals (calcium, phospho-
rus, magnesium, iron, zinc, copper, and potassium) show gainsin per capita supply
from 1970 to 1994. For example, a 16-percent increase in vitamin C consumption
reflects higher fruit consumption spurred by improvementsin variety and year-round
availability of many fresh fruits. Increasesin thiamin, riboflavin, niacin, and iron
reflect hikes in enrichment levels of flour called for by revisionsin Federal standards
in the 1970's as well asincreased grain consumption in more recent years.

Cost of Food Services and Distribution

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

imported foods—was $421 billion in 1996. This amount covered all charges
for transporting, processing, and distributing foods that originated on U.S. farms.
It represented 77 percent of the $544 billion consumers spent for these foods. The
remaining 23 percent, or $123 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 1986, the cost of marketing farm foods amounted to $271 billion. Over the
following decade, the cost of marketing rose about 55 percent. In 1996, the marketing
bill rose 1 percent.

These rising costs have been the principal factor affecting the rise in consumer
food expenditures. From 1986 to 1996, consumer expenditures for farm foods rose
$184 hillion. About 80 percent of this increase resulted from an increase in the mar-
keting 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 eating places cost more than $200 billion in 1996. This
was 5 percent higher than in 1995 and 67 percent more than in 1986. The total
number of food marketing workersin 1996 was about 13.5 million, about 21 percent



Figure 1-8.
What a dollar spent on food paid for in 1996
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Includes food eaten at home and away from home. Other costs include property taxes and insurance, account-
ing and professional services, promotion, bad debts, and many miscellaneous items.

more than a decade earlier. Over two-thirds of the growth in food industry employ-
ment occurred in public eating places.

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

Food Expenditures and Prices

Total food expenditures, which include imports, fishery products, and food origi-
nating on farms, were $691.2 billion in 1996, an increase of 3.3 percent over
these expendituresin 1995. The average was $2,605 per capita, 2.3 percent above
the 1995 average.

Away-from-home meal s and snacks captured 46 percent of the U.S. food dollar
in 1996, up from 38 percent in 1976 and 43 percent in 1986.

The percentage of disposable personal income (income after taxes) that U.S.
consumers spend on food continues to decline. From 1995 to 1996, disposable per-
sonal income increased 5.0 percent, afaster pace than therisein food expenditures.
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U.S. consumersin 1996 spent 10.9 percent of their disposable personal income
on food, compared to 11.6 percent in 1990, 13.4 percent in 1980, and 13.8 percent
in 1970.

In the United States, total retail food prices (including meals served in restaurants)
rose 40.8 percent over the last 10 years (1986-96). Prices of food eaten away from
home increased 35.6 percent, while retail foodstore prices increased 43.8 percent.

Prices of goods and services, excluding food, in the Consumer Price Index
climbed 43.4 percent over the same 10 years. Transportation was up 39.8 percent;
housing 37.8 percent; medical care 87.0 percent; and apparel and upkeep 24.4 percent.

m Farm-Retail Price Spread

ood pricesinclude payments for both the raw farm product and marketing services.
In 1996, the farm value, or payment for the raw product, averaged 25 percent
of theretail cost of amarket basket of U.S. farm foods sold in foodstores. The other
75 percent, the farm-retail price spread, consisted of all processing, transportation,
wholesaling, and retailing chargesincurred after farm products leave the farm.

Figure 1-9.

Distribution of food expenditures
The marketing bill is 77 percent of 1996 food expenditures
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Data for foods of U.S. farm origin purchased by or for consumers for consumption both at home and away
from home.
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Figure 1-10.

Sources of food energy in the U.S. food supply
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Figure 1-11.
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Figure 1-12.

Sources of saturated fat in the U.S. food supply
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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 1996, farm-retail spreads rose an average of 3.3 percent and farmers received 2.2
percent less for the food they produced. The farm value as a percentage of retail
prices was dightly higher in 1996 than in 1995. Meanwhile, retail food prices rose
4.4 percent. Widening farm-retail spreads continued to push up food costsin 1996.

The percentage of theretail price accounted for by the farm value varies widely
among foods. Generally, it is larger for animal products than for crop-based foods,
and smaller for foods that require considerable processing and packaging. The per-
centage generally decreases as the degree of processing increases. For example,
the farm value of meat was 36 percent in 1996, while cereal and bakery products
had afarm value averaging only 7 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 prod-
ucts also result in alower farm value than for meats. Most other foods al so entail
fewer inputs at the farm level. Other factors that influence the farm value percentage
include transportation costs, product perishability, and retailing costs. Higher levels
of these marketing factors tend to lower the farm value percentage.
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Table 1-2.

Farm value as a percentage of retail price for domestically produced
foods, 1986 and 1996

Items 1986 1996
Percent
Livestock products:
Meats 47 36
Dairy 43 36
Poultry 54 44
Eggs 61 52
Crop products:
Cereal and bakery 8 7
Fresh fruits 27 20
Fresh vegetables 28 20
Processed fruits and vegetables 23 19
Fats and oils 19 22
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U.S. Agriculture—Linking
Consumers and Producers

What Do Americans Eat?

he American diet has changed considerably over the last 25 years. Red meat

consumption, for example, fell 13 percent between 1970 and 1995, while poultry
consumption rose 86 percent and fish and shellfish 27 percent. Egg use declined by
nearly afourth, while cheese consumption more than doubled to 27 pounds per person
in 1995. Consumption of coffee and milk has given way toicy cold carbonated soft
drinks; bottled water; beer; canned iced tea; and fruit juices, drinks, cocktails, and ades.

Change has been driven by various factors: prices, consumer income, more food
assistance for the poor, convenience, new products, more imports, more eating away
from home, more snacking, expanded advertising programs, smaller households,
more two-earner households, increased ethnic diversity, an aging population, an
expanded scientific base relating diet and health, new Dietary Guidelines for

Figure 1-1.

Changes in U.S. per capita consumption, 1970-1995
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Americans designed to help people make food choices that promote health and
prevent disease, improved nutrition labeling, and a burgeoning interest in nutrition.

USDA’s Economic Research Service's (ERS) food supply (disappearance)
data are based on the amount of food available for consumption in the United States.
Estimates of food for domestic human consumption usually are calculated by sub-
tracting measurabl e uses such as exports, industrial consumption, farm inputs, and
end-of-year inventories from total supply (the sum of production, beginning inventor-
ies, and imports). Accordingly, the data are indirect measures of actual consumption.
They may overstate what is actually eaten because they represent food supplies avail-
ablein 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 Promation (CNPP).

Food Supply Providing More Grains, Vegetables, and Fruitsand L ess
Saturated Fat and Cholesterol. Consistent with dietary and health recommenda-
tions, Americans now consume, on average, two-fifths more grain products and
one-fifth more fruits and vegetables than did their 1970 counterparts. They drink
lower fat milk than they did then; annual per capita butterfat consumption from
beverage milk now is half what it wasin 1970. And, they eat leaner meats—lessred
meat (leaner red meat, too) and more chicken and fish. Meat, poultry, and fish now
contribute 25 percent of the total fat and 26 percent of the total saturated fat in the
U.S. food supply, compared with 35 percent and 37 percent in 1970. Thisis so,
even though per capitatotal meat consumption now isroughly atenth higher thanin
1970. Declining use of eggs, red meat (especially liver and other variety meats), and
whole milk is behind a 13-percent decline since 1970 in per capitalevels of dietary

Figure 1-2.

Per capita consumption of meat, poultry, and fish, boneless,
trimmed,equivalent

Pounds
200
TotalIMeat e
~ N\AV ~—"
150 —
- RedlMeat
-y,
\',~" ~-_—-~ -y
- N,
N
100 —
Poultry1 ---------I
50 — guunun®
guEEEEmEmEE"
EENgmmguuns Fish/Shellfish
000000000000000000000000000000000000000000000000¢
0 T T T T T T T T T T T T T T T T T T T T 171

T 1
1970 72 74 7% 78 80 82 84 86 88 90 92 94 96

lIncludes skin, neck meat, and giblets.



Figu

re 1-3.

Per capita consumption of plain fluid milk
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Figure 1-4.

96

Per

capita consumption of selected dairy products

Pounds

30

25 — -

’
20 — J,

-
15 — ”

10 — Cream Products

0

, Frozen F"roducts '
-
o—"

Cheese’ f" -

’
-

....... ...............

1Exclu

LI
1970 72 74 76 78 80 82 84 86 88 90 92 94 94

rrrrrr1rrrrrr1rrrr1rr17T 17 17T 17T 17T T T T T T°T

des full-skim American and cottage, pot, and baker’s cheese.



cholesterol. Animal products now contribute less than half (48 percent in 1994) of the
total fat in the food supply, compared with 61 percent in 1970.

Contrary to diet and health recommendations, however, Americans are consum-
ing, on average, record-high amounts of added sugars and some high-fat dairy prod-
ucts and near record-high amounts of added fats and oils. The increase in added fats
and oils probably results from the greatly expanded consumption of fried foodsin
foodservice outlets and high-fat snack foods, and the increased use of salad oilson
salads consumed both at home and away.

WeArea Nation of Meat Eaters—Now More Than Ever. In 1996, total mest
consumption (red meat, poultry, and fish) was 191 pounds (boneless, trimmed equiv-
alent) per person, only 2 pounds below 1994's record high and 12 pounds above the
1980-84 annual average. Half-pound hamburgers and “value-priced” buckets of fried
chicken draw slews of customers to foodservice outlets. Rotisserie chicken and
Buffalo wings have become so popular that they have made inroads across the country,
even in pizzarias. Americans love to barbecue meat on outdoor grills—boosting per
capita consumption in warm months—and, increasingly, on indoor grills year round.
A host of new lean-meat products cater to saturated-fat-wary consumers. Seasoned,
ready-to-cook meats available in the fresh and frozen food cases and cooked meats
in the self-serve and service delicatessens appeal to time-crunched consumers.

Long-Term Declinein Egg Consumption L evels Off in the 1990's. Between
1970 and 1989, annua consumption of eggs steadily declined from 309 eggs per
person to 237. The average annual rate of decline during those 20 years was 3.6 eggs.
During the 1990's total egg consumption has fluctuated between 234 and 238 eggs
per person per year, but has shown an upward trend since 1991. Per capita consump-
tion was 236 eggs in 1996 and has been projected to be 240 eggsin 1997. The record
high for U.S. per capita egg consumption was 403 eggsin 1945.

Much of the decline in egg consumption since 1970 was due to changing life-
styles (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.

Declining retail egg prices between 1990 and 1994 may have spurred egg usein
those years. The average retail price for adozen large, Grade A eggs declined from
$1.01in 1990 to $0.86 in 1992 and 1994. Changing consumer attitudes toward eggs
may also be responsible. New tests show eggs to contain less cholesterol than previ-
ously documented, leading the American Heart Association to increase its maximum
recommended consumption from three eggs per week to four. Also, various research
studiesindicate that someAmericans are relaxing their healthy eating habits and are
indulging themselves in more traditional and flavorful foods.

AmericansDrink LessMilk, Eat More Cheese. In 1996, Americans, on aver-
age, drank 22 percent less milk and ate nearly two and a half times as much cheese
(excluding cottage types) asin 1970.

Annual per capita consumption of beverage milk declined from 31 gallonsin
1970 to 24 gallonsin 1996. Consumption of soft drinks may be displacing 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.



Figure 1-5.

Per capita consumption of fruits and vegetables
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Figure 1-6.

Per capita consumption of grain products*
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The beverage milk trend is toward lower fat milk. While whole milk represented
81 percent of all beverage milk in 1970, its share dropped to 36 percent in 1996.

While Americans are switching to lower fat milk, they are also using more fluid
cream products (half-and-half, light cream, heavy cream, eggnog, sour cream, and
dips). Per capita consumption of fluid cream products jumped from an annual average
of 10 half pintsin 1970-74 to 16 half pintsin 1996.

On balance, however, per capita consumption of milk-fat from all fluid milk
and cream products declined 36 percent between 1970 and 1996, from 9.1 pounds
per person to 5.8 pounds.

Average consumption of cheese—excluding full-skim American and cottage,
pot, and baker’s cheeses—increased 140 percent between 1970 and 1996, from 11
pounds per person to 27 pounds. The growth is concentrated in the ingredient and
away-from-home markets. Rapidly expanding pizza sales and lifestyles that empha-
size convenience foods are probably major forces behind the higher consumption.
Advertising and new products—such as frozen broccoli and cheese combos and
reseal able bags of shredded cheeses—also had an effect.

Fruits and Vegetables—TheArray of ChoicesWidens. AsAmericansincreas-
ingly embrace national health authorities' recommendation of consuming 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
in the last decade.

Per capita use of fruits and vegetables rose in the early 1980's in response to
higher consumer incomes, increased ethnic diversity, and burgeoning interest in
healthful diets. By 1995, per capita consumption was 15 percent higher than in 1980
and 22 percent higher than in 1970. Thistrend islikely to continue expanding into
the next decade as consumers heed nutritionists’ message on healthful eating.

Supermarket produce departments carry over 400 produce items today, up from
250in thelate 1980's and 150 in the mid-1970's. Also, the number of ethnic, gourmet,
and natural foodstores—which highlight fresh produce—continues to rise.

Consumers continue to have more access to fresh, local produce aswell. The
number of farmers' markets has grown substantially throughout the United States
over the last several decades, and increased from 1,755 in 1993 to 2,116 by the end
of 1995, according to USDA surveys.

Average Grain Consumption Up From 1970's But Far Below Early 1900's
Highs. Per capita consumption of flour and cereal products reached 192 poundsin
1995 from an annual average of 147 poundsin 1980-84 and 135 poundsin 1970-74.
Theincrease isfar below the 300 pounds consumed per person in 1909 (the earliest
year for which data are available). The expansion in supplies reflects ample grain
stocks; strong consumer demand for variety breads and other bakery items; big
increases in grain-based snack foods, breakfast cereals, and ethnic foods; and increas-
ing sales of fast-food products made with buns, doughs, and tortillas. Grain products
have overtaken caloric sweeteners to become the leading source of carbohydratesin
the food supply.

Wheat isthe major grain product eaten in the United States, with wheat flour
and other wheat products representing 74 percent of U.S. grain consumption in 1995.



Figure 1-7.

Per capita consumption of caloric sweeteners
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However, wheat's share of total grain consumption declined 6 percentage points since
1985 asrice, corn products, and oat products gained momentum.

Americans Eating Recor d-High Amounts of Sugars. Total per capita con-
sumption of caloric sweeteners (dry-weight basis)—comprised mainly of sucrose
(table sugar made from cane and beets) and corn sweeteners (notably high-fructose
corn syrup, or HFCS)—increased 28 pounds, or 22 percent, during 1970-95. In 1995,
each American consumed, on average, 150 pounds of caloric sweeteners, compared
with 122 pounds per person in 1970.

A striking change in the availability of specific sugars has occurred in the past
two and half decades. Sucrose's share in total caloric sweetener consumption dropped
from 83 percent in 1970 to 44 percent in 1995. In contrast, corn sweeteners' share
increased from 16 percent in 1970 to 55 percent in 1995. All other caloric sweeteners,
including honey, maple syrup, and molasses, maintained a 1-percent share.

Food Supply Providing More Caloriesand Higher L evels of Most Vitamins
and Minerals. Evidence from various sources suggests that Americans are consum-
ing, on average, more food, more snacks, bigger portions, and more calories than
they did in 1970. Thelevel of food energy (calories) in the food supply increased
from 3,300 calories per person in 1970 to 3,800 caloriesin 1994. This 15-percent
increase reflects higher levels of all three energy-yielding nutrients: carbohydrate,
fat, and protein. The proportion of caloriesfrom carbohydrate increased from 47 to 51
percent, while the share from fat decreased from 42 to 38 percent. Protein has consis-
tently accounted for about 11 percent of calories.



Table 1-1.

Major foods: U.S. per capita consumption

Food 1970 1980 1995
Pounds
Beef! 79.6 72.1 64.0
Pork* 48.0 52.1 49.1
Veal* 2.0 1.3 .8
Lamb and mutton* 2.1 1.0 9
Chicken* 27.4 32.7 48.8
Turkey* 6.4 8.1 14.1
Fish and shellfish 11.7 12.4 14.9
Eggs (number) 308.9 271.1 234.6
Cheese? 11.4 17.5 27.3
Ice cream 17.8 175 15.7
Fluid cream products 5.2 5.6 8.4
All dairy products® 563.8 543.2 585.8
Fats and oils 52.6 57.2 64.1
Peanuts and tree nuts* 7.2 6.6 7.8
Fruits and vegetables® 564.4 594.4 685.9
Fruits 229.0 257.9 280.9
Vegetables 3354 336.5 405.0
Caloric sweeteners® 122.3 123.0 150
Refined sugar (sucrose) 101.8 83.6 65.5
Corn sweeteners 19.1 38.2 83.2
Flour and cereal products’ 135.6 144.7 192.4
Wheat flour 110.9 116.9 141.7
Rice 6.7 9.4 20.1
Corn products 1.1 12.9 22.7
Other® 6.0 4.9 7.2
Cocoa’ 3.1 2.7 3.6
Gallons
Beverage milks 31.3 27.6 24.3
Whole 25.5 17.0 8.8
Lowfat and skim 5.8 10.5 15.6
Coffee 334 26.7 20.5
Tea 6.8 7.3 8.0
Soft drinks 24.3 35.1 51.2
Fruit juices 5.7 7.2 8.7
Bottled water NA 2.4 11.6
Beer 18.5 24.3 22.0
Wine 1.3 2.1 1.8
Distilled spirits 1.8 2.0 1.2

NA = Not available.

*Boneless, trimmed equivalent. 2Excludes full-skim American, cottage, pot, and baker's cheese. *Milk equiva-
lent, milkfat basis. “Shelled basis. *Farmgate weight. °Dry basis. Includes honey and edible syrups. "Consump-
tion of items at the processing level (excludes quantities used in alcoholic beverages and corn sweeteners).
0ats and barley. °Chocolate liquor equivalent; what remains after cocoa beans have been roasted and hulled.



The per capitalevel of total fat in the food supply increased 3 percent from 1970
to 1994, reflecting increased use of salad and cooking oils and shortening. Between
1970 and 1994, animal sources' share of total fat declined from 61 to 48 percent,
while vegetable sources' share jumped from 39 to 52 percent.

In 1970, the meat, poultry, and fish group contributed the most saturated fat to
the U.S. food supply—37 percent, followed by the fats and oils group at 33 percent.
By 1994, the fats and oils group’s contribution to total saturated fat had jumped up
8 percentage points, to 41 percent, and the meat, poultry, and fish group’s contribution
had dropped 11 percentage points, to 26 percent.

CNPP calculates the amounts per capita per day of food energy and 24 nutrients
and food componentsin the U.S. food supply. Vitamin B,, is the only micronutrient
(includes vitamins and minerals) whose level in the U.S. food supply declined
between 1970 and 1994; the 19-percent declinein vitamin B, reflects lower con-
sumption of organ meats (for example, liver) and egg yolks. All other vitamins (A,
C, E, B, thiamin, riboflavin, niacin, and folate) and all minerals (calcium, phospho-
rus, magnesium, iron, zinc, copper, and potassium) show gainsin per capita supply
from 1970 to 1994. For example, a 16-percent increase in vitamin C consumption
reflects higher fruit consumption spurred by improvementsin variety and year-round
availability of many fresh fruits. Increasesin thiamin, riboflavin, niacin, and iron
reflect hikes in enrichment levels of flour called for by revisionsin Federal standards
in the 1970's as well asincreased grain consumption in more recent years.



Cost of Food Services and Distribution

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

imported foods—was $421 billion in 1996. This amount covered all charges
for transporting, processing, and distributing foods that originated on U.S. farms.
It represented 77 percent of the $544 hillion consumers spent for these foods. The
remaining 23 percent, or $123 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 a so because of the growing volume of food and
theincrease in services provided with the food.

In 1986, the cost of marketing farm foods amounted to $271 billion. Over the
following decade, the cost of marketing rose about 55 percent. In 1996, the marketing
bill rose 1 percent.

These rising costs have been the principal factor affecting the rise in consumer
food expenditures. From 1986 to 1996, consumer expenditures for farm foods rose
$184 billion. About 80 percent of this increase resulted from an increase in the mar-
keting hill.

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 eating places cost more than $200 billion in 1996. This
was 5 percent higher than in 1995 and 67 percent more than in 1986. The total
number of food marketing workersin 1996 was about 13.5 million, about 21 percent



Figure 1-8.

What a dollar spent on food paid for in 1996
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more than a decade earlier. Over two-thirds of the growth in food industry employ-

ment occurred in public eating places.

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

panying dollar chart.




Food Expenditures and Prices

Total food expenditures, which include imports, fishery products, and food origi-
nating on farms, were $691.2 billion in 1996, an increase of 3.3 percent over
these expenditures in 1995. The average was $2,605 per capita, 2.3 percent above
the 1995 average.

Away-from-home meals and snacks captured 46 percent of the U.S. food dollar
in 1996, up from 38 percent in 1976 and 43 percent in 1986.

The percentage of disposable personal income (income after taxes) that U.S.
consumers spend on food continues to decline. From 1995 to 1996, disposable per-
sonal income increased 5.0 percent, afaster pace than therisein food expenditures.
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U.S. consumersin 1996 spent 10.9 percent of their disposable personal income
on food, compared to 11.6 percent in 1990, 13.4 percent in 1980, and 13.8 percent
in 1970.

In the United States, total retail food prices (including meals served in restaurants)
rose 40.8 percent over the last 10 years (1986-96). Prices of food eaten away from
home increased 35.6 percent, while retail foodstore pricesincreased 43.8 percent.

Prices of goods and services, excluding food, in the Consumer Price Index
climbed 43.4 percent over the same 10 years. Transportation was up 39.8 percent;
housing 37.8 percent; medical care 87.0 percent; and apparel and upkeep 24.4 percent.



» Farm-Retail Price Spread

ood pricesinclude payments for both the raw farm product and marketing services.
In 1996, the farm value, or payment for the raw product, averaged 25 percent
of theretail cost of amarket basket of U.S. farm foods sold in foodstores. The other
75 percent, the farm-retail price spread, consisted of all processing, transportation,
wholesaling, and retailing chargesincurred after farm products leave the farm.

Figure 1-9.

Distribution of food expenditures
The marketing bill is 77 percent of 1996 food expenditures
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Figure 1-10.

Sources of food energy in the U.S. food supply
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Figure 1-11.
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Figure 1-12.

Sources of saturated fat in the U.S. food supply
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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 1996, farm-retail spreads rose an average of 3.3 percent and farmers received 2.2
percent less for the food they produced. The farm value as a percentage of retail
prices was dightly higher in 1996 than in 1995. Meanwhile, retail food prices rose
4.4 percent. Widening farm-retail spreads continued to push up food costsin 1996.

The percentage of theretail price accounted for by the farm value varies widely
among foods. Generally, it is larger for animal products than for crop-based foods,
and smaller for foods that require considerable processing and packaging. The per-
centage generally decreases as the degree of processing increases. For example,
the farm value of meat was 36 percent in 1996, while cereal and bakery products
had afarm value averaging only 7 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 prod-
ucts also result in alower farm value than for meats. Most other foods al so entail
fewer inputs at the farm level. Other factors that influence the farm value percentage
include transportation costs, product perishability, and retailing costs. Higher levels
of these marketing factors tend to lower the farm value percentage.
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Table 1-2.

Farm value as a percentage of retail price for domestically produced
foods, 1986 and 1996

Items 1986 1996
Percent
Livestock products:
Meats 47 36
Dairy 43 36
Poultry 54 44
Eggs 61 52
Crop products:
Cereal and bakery 8 7
Fresh fruits 27 20
Fresh vegetables 28 20
Processed fruits and vegetables 23 19
Fats and oils 19 22
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Structure of
U.S. Agriculture

Farming Regions

he 10 major farm production regionsin 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 L ake States are the Nation’s principal milk-
producing areas. Climate and soil in these States are suited to raising grains and for-
agefor cattle and for providing pastureland for grazing.

Broiler farming isimportant in Maine, Delaware, and Maryland. Fruit and veg-
etables are a so 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 areas in 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
inimportance. 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 also important.

Agriculture in the northern and southern Plains, which extend north and south
from Canadato Mexico, is restricted 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. Cottonis
produced in the southern part.

The Mountain States provide a still different terrain. Vast areas of thisregion are
suited to 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 Pacific Coast States plusAlaska and
Hawaii. Farmers in 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

Farms and Land in Farms

he United States had 2.06 million farmsin 1996, down less than 1 percent from

1995. A farm is defined as any establishment from which $1,000 or more of agri-
cultural products was sold or would normally be sold during the year. The number of
farms declined annually about 1 percent from 1986 through 1996 except for an
increase in 1995 of lessthan half a percent which was due in part to a change in defi-
nition; the overall decline for the period was 8 percent.

Land in farms continues to decline slowly; the total of 968 million acresin 1996
isdown 0.4 percent from ayear earlier and down 3.7 percent from 1986. Land in
farms has declined every year since reaching its peak at 1.206 billion acresin 1954.

The number of farms has declined at afaster rate than land in farms; the average
size of farmsincreased from 447 acresin 1986 to 469 acresin 1996.
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Table 2-1.

Number of farms, land in farms, average farm size:
United States, June 1, 1986-96*

Number Average
Year of Farms Land in Farms Farm Size

In 1,000 In 1,000 of acres In acres
1986 2,250 1,005,333 447
1987 2,213 998,923 451
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 2,083 976,463 469
1994 2,065 973,403 471
1995 2,072 972,253 469
1996 2,063 968,048 469

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

Farms by Sales Class

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

gross farm sales. Data from the annual Farm Costs and Returns Survey, which is
conducted by ERS and the National Agricultural Statistics Service, show that the
greatest number of farmsisin the lowest sales class, with over 60 percent reporting
gross farm sales of less than $20,000 in 1994. According to the survey, these small
farms accounted for only 16.2 percent of the acreage operated and 5 percent of the
cash receipts from marketings.

A relatively small number of very large farms produce the largest share of farm
sales. Only 2.3 percent of the farmsin 1994 were large operations with sales of
$500,000 or more, but they generated 38 percent of cash receipts from marketings
and operated 14.8 percent of the land.

Average farm size increases consistently with sales class, ranging from 128 acres
per farm in the less than $20,000 category to 3,032 acres for farms with receipts of
$500,000 or more. The average farm in the $500,000 or more sales class reported
farm sales of more than $1.4 million in 1994, compared with sales of more than
$7,200 for the average farm in the less than $20,000 sales class.
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Table 2-2.

Number of farms and land in farms: by State and United States,

June 1, 1991-96*

Farms Land in farms
State 1991 1992 1993 1991 1992 1993
Number of farms 1,000 Acres

AL 46,000 46,000 46,000 9,900 9,800 10,000
AK 560 540 530 970 950 940
AZ 7,600 7,500 7,400 35,800 35,600 35,500
AR 46,000 45,000 45,000 15,500 15,300 15,300
CA 83,000 82,000 79,000 30,500 30,200 30,000
(e{0] 26,000 25,500 25,500 32,800 32,800 32,800
CT 3,900 4,000 3,800 420 410 400
DE 2,900 2,700 2,500 600 590 570
FL 40,000 39,000 39,000 10,500 10,500 10,300
GA 46,000 46,000 46,000 12,100 12,100 12,100
HI 4,700 4,800 4,800 1,630 1,590 1,590
ID 21,400 21,000 20,500 13,500 13,500 13,500
IL 82,000 81,000 79,000 28,300 28,200 28,100
IN 65,000 65,000 63,000 16,000 16,000 16,000
1A 103,000 103,000 102,000 33,500 33,400 33,300
KS 69,000 67,000 65,000 47,900 47,800 47,800
KY 91,000 91,000 91,000 14,100 14,100 14,100
LA 30,000 29,000 29,000 8,800 8,700 8,600
ME 7,100 7,300 7,300 1,420 1,420 1,400
MD 15,400 15,600 15,000 2,250 2,200 2,200
MA 6,400 6,400 6,200 630 630 610
MI 54,000 54,000 52,000 10,800 10,800 10,700
MN 88,000 88,000 87,000 30,000 29,800 29,700
MS 40,000 39,000 39,000 12,800 12,800 12,800
MO 107,000 107,000 106,000 30,400 30,300 30,200
MT 24,700 24,300 23,800 60,300 60,000 59,800
NE 56,000 56,000 55,000 47,100 47,100 47,100
NV 2,500 2,500 2,400 8,900 8,900 8,900
NH 2,700 2,700 2,500 440 440 440
NJ 8,500 9,000 8,900 880 880 870
NM 13,500 13,500 13,500 44,300 44,200 44,200
NY 38,000 38,000 37,500 8,300 8,200 8,100
NC 60,000 60,000 59,000 9,600 9,500 9,400
ND 33,000 33,000 32,500 40,400 40,400 40,400
OH 80,000 78,000 76,000 15,500 15,300 15,200
OK 70,000 71,000 70,500 33,000 34,000 34,000
OR 37,000 37,500 37,500 17,800 17,500 17,500
PA 53,000 52,000 51,000 8,100 8,000 7,900
RI 700 700 700 66 63 63
SC 24,500 24,500 24,000 5,200 5,200 5,150
SD 35,000 35,000 34,500 44,200 44,200 44,200
TN 85,000 85,000 84,000 12,100 12,100 12,100
TX 197,000 198,000 200,000 131,000 130,000 30,000
uT 13,300 13,200 13,000 11,300 11,300 11,200
VT 6,400 6,400 6,400 1,430 1,430 1,430
VA 45,000 45,000 45,000 8,800 8,700 8,600
WA 37,000 37,000 36,000 16,000 16,000 16,000
WV 20,000 20,000 20,000 3,700 3,700 3,700
Wi 79,000 79,000 79,000 17,500 17,300 17,100
WY 9,000 9,200 9,200 34,700 34,600 34,600
us 2,116,760 2,107,840 2,083,430 981,736 978,503 976,463
See footnotes at end of table. —continued

18



Table 2-2 continued.

Number of farms and land in farms, by State and U.S.,
June 1, 1991-96" (continued)

Farms Land in farms
1994 1995 1996 1994 1995 1996
Number of farms 1,000 Acres

AL 46,000 47,000 45,000 10,200 10,200 9,800
AK 520 520 510 930 920 920
AZ 7,400 7,400 7,500 35,400 35,400 35,400
AR 44,000 43,000 43,000 15,100 15,000 15,000
CA 79,000 80,000 82,000 29,900 30,000 30,000
CO 25,300 25,000 24,500 32,700 32,700 32,500
CT 3,800 3,800 3,800 390 380 380
DE 2,500 2,500 2,500 570 570 565
FL 39,000 39,000 40,000 10,300 10,300 10,300
GA 45,000 45,000 43,000 12,100 12,000 11,800
HI 4,800 4,800 4,600 1,590 1,590 1,590
ID 20,500 21,500 22,000 13,500 13,500 13,500
IL 77,000 77,000 76,000 28,100 28,100 28,100
IN 63,000 62,000 60,000 16,000 15,900 15,900
1A 101,000 100,000 98,000 33,200 33,200 33,200
KS 65,000 66,000 66,000 47,800 47,800 47,800
KY 89,000 89,000 88,000 14,100 14,000 14,000
LA 28,000 27,000 27,000 8,400 8,500 8,700
ME 7,600 7,600 7,400 1,360 1,350 1,340
MD 14,500 14,300 13,700 2,200 2,200 2,100
MA 6,000 6,000 6,200 600 570 570
MI 52,000 54,000 53,000 10,700 10,700 10,600
MN 85,000 87,000 87,000 29,700 29,800 29,800
MS 39,000 42,000 44,000 12,800 13,000 12,600
MO 105,000 105,000 104,000 30,100 30,000 30,000
MT 22,500 22,000 22,000 59,700 59,700 59,700
NE 55,000 56,000 56,000 47,100 47,000 47,000
NV 2,400 2,500 2,500 8,800 8,800 8,800
NH 2,400 2,300 2,400 440 440 430
NJ 8,900 9,000 9,200 860 850 840
NM 13,500 13,500 13,500 44,200 44,000 43,700
NY 36,000 36,000 36,000 7,900 7,700 7,700
NC 58,000 58,000 58,000 9,300 9,200 9,200
ND 32,000 32,000 31,000 40,400 40,300 40,300
OH 75,000 74,000 72,000 15,200 15,200 15,100
OK 70,000 71,000 72,000 34,000 34,000 34,000
OR 38,000 38,500 38,500 17,500 17,500 17,500
PA 51,000 50,000 50,000 7,800 7,700 7,700
RI 700 700 700 63 63 63
SC 23,000 22,000 21,500 5,100 5,050 5,000
SD 34,000 33,000 32,500 44,200 44,000 44,000
TN 83,000 81,000 80,000 12,000 12,000 11,800
TX 200,000 202,000 205,000 129,000 129,000 127,000
uT 13,000 13,400 13,400 11,100 11,100 11,000
vT 6,200 6,000 6,000 1,400 1,370 1,350
VA 46,000 47,000 48,000 8,600 8,600 8,600
WA 36,000 36,000 36,000 15,800 15,800 15,700
WV 20,000 20,000 20,000 3,700 3,700 3,700
Wi 79,000 80,000 79,000 16,900 16,900 16,800
WY 9,200 9,200 9,100 34,600 34,600 34,600
us 2,064,720 2,071,520 2,063,010 973,403 972,253 968,048

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, 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, June 1, 1995-961

Percent of total Average
Economic class creen’ o7 e size of
(gross value Farms Land farms (acres)
of sales) 1995 1996 1995 1996 1995 1996
$1,000 - $2,499 215 225 2.7 3.0 59 63
$2,500 - $4,999 14.4 14.3 2.9 3.1 94 102
$5,000 - $9,999 13.0 12.6 4.1 4.5 148 168
$10,000 - $19,999 11.7 114 6.6 6.5 265 268
$20,000 - $39,999 10.5 10.2 9.8 9.8 438 451
$40,000 - $99,999 12.8 12.6 20.2 19.9 734 741
$100,000 - $249,999 10.3 10.2 25.7 25.2 1,170 1,159
$250,000 - $499,999 3.5 3.8 13.1 12.9 1,755 1,593
$500,000 + 2.3 2.4 14.9 15.1 3,038 2,952
Total 100.0 100.0 100.0 100.0 469 469

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

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 asindividual operations (proprietorships), partner-
ships, or corporations (family and nonfamily). Farm Costs and Returns Survey data
indicate that individual operations are the most common type of farm organization.
Nine out of ten farmsin the 1995 survey were classified as individual operations.
Partnerships and corporations make up avery small share of farms. About 87 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 (74 percent) and gross farm sales (62 percent).

Corporate farms have the highest average farm sales. The average value of gross
farm sales by corporate farmsin 1995 was $576,900, while partnerships averaged
$218,800. Gross sales for individual operations averaged $54,300, about one-tenth of
the corporate level . Average acreage was a so higher for corporate farms (1,608
acres) and for partnerships (1,154 acres) than for individual operations (351 acres).

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 mgjority of farms
in the 1995 Farm Costs and Returns Survey (55 percent) reported full ownership of
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Figure 2-2.
Major Uses of Cropland, 1974-96
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the land they operated, while 36 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 714 acresin 1995, fol-
lowed by tenants with 602 acres and full ownerswith 223 acres per farm. Part owners
account for the largest share of acreage operated (59 percent of the total in 1995).
Gross farm sales are a so concentrated on part-owner operations (51 percent of
gross farm salesin 1995). The average value of gross farm sales for part ownersin
1995 was $114,400, about $32,000 less than the average for tenants at $146,300.
Gross farm sales for full-owner operations were much smaller, averaging $47,700.

m Major Uses of U.S. Land

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

idled in Federal programs and crop failure. Cropland harvested peaked in 1991 at
about 351 million acres. Harvested cropland declined to 287 million acresin 1988
and is expected to have reached 314 million acresin 1996. Summer fallow acreage
ranges between 22 million and 34 million acres per year. Cropland idled in Federal
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commodity and conservation programs has ranged from none in 1980 and 1981 to 78
million acresin 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 con-
ditions such as the drought in 1988, or the flood and wet weather at planting timein
1993.

In 1983, the sharp decline in cropland harvested was the result of “PIK” (pay-
ment-in-kind), a USDA land retirement program that paid for the land retirement with
surplus commodities. Theidle acreage in 1993 included nearly 49 million acresin the
PIK program and more than 29 million acres in the Acreage Conservation Reserve
and Paid Land Diversion programs.

» Acreage Harvested of Major Crops

he harvested acreage of cornin recent years has varied from 74.5 million acres

in 1981 to 51.5 million acresin 1983, largely asthe 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 1989. 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 of barley and oatsto
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.

Figure 2-3.
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Foreign Ownership of U.S. Farmland

oreign ownership of U.S. agricultural land remained relatively steady from 1981

through 1995—dlightly above or below 1 percent of the privately owned agricul-
tural land in the United States.

At the end of 1995, foreign persons owned 15.1 million acres—slightly more
than 1 percent of the 1.3 billion acres of privately owned U.S. agricultural land
(farm and forest l1and).

Forest land accounts for 49 percent of all foreign-owned acreage, cropland for
16 percent, pasture and other agricultural land for 32 percent, and nonagricultural
land for 3 percent.

Corporations own 72 percent of the foreign-held acreage, partnerships own 20
percent, and individuals own 6 percent. The remaining 2 percent is held by estates,
trusts, institutions, associations, and others.

About 56 percent of the reported foreign holdings involve land actually owned
by U.S. corporations. The law requires them to register their land holdings as foreign
if aslittle as 10 percent of their stock isheld by foreign investors. The remaining 44
percent of the foreign-held land is owned by investors not affiliated with U.S. firms.

A total of 63 percent of foreign-held acreage is owned by investors (including
individuals, corporations, partnerships, etc.) from Canada, the United Kingdom,
Germany, Switzerland, the NetherlandsAntilles, and the British Virgin Islands
(in descending rank order). Japanese investors own only 3 percent of foreign-owned
acreage.

Maineisthe State with the largest number of acres (2,968,434) owned by foreign
persons. Foreign holdings in Maine account for 16 percent of that States's privately
owned agricultural land and 20 percent of al the reported foreign-owned agricultural
land nationwide. Four companies own 91 percent of the foreign-held acresin Maine,
almost all in forest land. Two of these companies are Canadian, oneis French, and
thefourthisa U.S. corporation that is partially Canadian owned.

Outside of Maine, foreign holdings are concentrated in the West and South,
containing 34 and 32 percent, respectively, of all reported foreign holdings of U.S.
agricultural land.

These findings are based on reports submitted to USDA under the Agricultural
Foreign Investment DisclosureAct of 1978.
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Table 2-4.

U.S. agricultural landholdings by country of foreign owner,

December 31, 1995

Interests excluding U.S. Corporations with foreign shareholders

Country Acres Country Acres
Number Number
Lebanon 12,663
Argentina 12,578 Liberia 30,981
Australia 6,106 Liechtenstein 133,276
Austria 29,336 Luxembourg 3,109
Bahamas 36,325 Malaysia 7,948
Bahrain 313 Mexico 179,276
Belgium 65,586 Morocco 1,035
Belize 549 Namibia 197
Bermuda 73,835 Netherlands 112,104
Bolivia 11 Netherlands Antilles 355,382
Brazil 10,336 New Zealand 14,011
British Virgin Islands 124,062 Nicaragua 1,378
Canada 1,571,341 Norway 4,913
Cayman Islands 39,028 Oman 454
Chile 2,055 Pakistan 982
China 924 Panama 121,629
Colombia 11,414 Peru 308
Costa Rica 13,835 Philippines 3,816
Croatia 1,023 Poland 147
Cuba 58 Portugal 4,146
Czech Republic 347 Russia 771
Denmark 12,948 St. Vincent 2,637
Dominican Republic 2,108 Saudi Arabia 31,956
Ecuador 971 Senegal 10
Egypt 2,076 Singapore 504
El Salvador 128 Somalia 11
France 128,663 South Africa 2,673
Gambia 294 Spain 4,883
Germany 753,530 Sweden 54,880
Greece 60,491 Switzerland 286,005
Guatemala 1,102 Syria 2,689
Guyana 35 Taiwan 7,899
Honduras 1,018 Tanzania 10,143
Hong Kong 15,061 Thailand 1,835
Hungary 103 Trinidad & Tobago 94
India 1,754 Turkey 38
Indonesia 1,392 Turks Island 3,292
Iran 2,343 United Arab Emirates 4,149
Ireland 10,490 United Kingdom 1,798,722
Israel 951 Uruguay 10,807
Italy 81,477 Venezuela 22,339
Ivory Coast 119 Vietnam 152
Jamaica 567 Zimbabwe 230
Japan 199,980 Multiple * 54,843
Jordan 1,580 Third tier 2 54,872
Kampuchea 31
Korea (South) 1,570
Kuwait 20,188
Laos 31 Subtotal 3 6,644,252

See footnotes at end of table.
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Table 2-4 continued.

U.S. agricultural landholdings by country of foreign owner,
December 31, 1995 (continued)

U.S. Corporations with foreign shareholders

Country Acres Country Acres
Number Number
US/Lebanon 411
US/Andorra 3,741 US/Liberia 24,064
US/Argentina 4,056 US/Libyan Arab Republic 280
US/Australia 5,030 US/Liechtenstein 101,202
US/Austria 26,138 US/Luxembourg 234,551
US/Bahamas 61,500 US/Malaysia 300
US/Barbados 41 US/Malta 500
US/Belgium 88,553 US/Mexico 254,395
US/Bermuda 37,571 US/Netherlands 384,297
US/Brazil 14,396 US/Netherlands Antilles 210,572
US/Brit. Virgin Islands 424,704 US/New Hebrides 883
US/Canada 1,799,034 US/New Zealand 50,455
US/Cayman Islands 52,536 US/Nicaragua 282
US/Chile 9,948 US/Norway 9,709
US/China 13,151 US/Pakistan 423
US/Colombia 11,435 US/Panama 151,088
US/Costa Rica 407 US/Paraguay 236
US/Denmark 8,228 US/Peru 1,696
US/Dominican Republic 589 US/Philippines 7,881
US/Ecuador 1,632 US/Portugal 1,683
US/Egypt 4,264 US/Qatar 219
US/EI Salvador 607 US/Saudi Arabia 10,711
US/Finland 2,419 US/Singapore 73
US/France 1,100,081 US/South Africa 2,733
US/Germany 872,745 US/Spain 7,846
US/Greece 5,249 US/Sweden 4,094
US/Guatemala 412 US Switzerland 331,355
US/Guyana 334 US/Taiwan 45,029
US/Honduras 37 US/Thailand 252
US/Hong Kong 131,139 US/Trinidad & Tobago 20
US/Indonesia 644 US/Turkey 443
US/Iran 1,861 US/United Arab Emirates 4,543
US/Iraq 800 US/United Kingdom 1,044,245
US/Ireland 1,942 US/Uruguay 695
US/Israel 414 US/Venezuela 40,182
US/Italy 23,547 US/Multiple 178,776
US/Japan 290,936 US/Third Tier 342,754
US/Jordan 434
US/Kenya 32 Subtotal 4 8,457,880
US/Korea (South) 85
US/Kuwait 8,330 Total all landholdings 15,102,037

A report is processed as “multiple” when no single country predominates—for example, an equal partnership
between a Canadian and a German.

A report is processed as “third tier” if three or more levels of ownership are reported with no foreign interests
stated.

%Total interests excluding U.S. corporations with foreign shareholders.

“Total interest of U.S. corporations with foreign shareholders.

Source: USDA, ERS, Agricultural Foreign Investment Disclosure Act data.
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Table 2-5.

U.S. agricultural landholdings of foreign owners, by State,

December 31, 1995

State or Foreign-owned State or Foreign-owned State or Foreign-owned
Territory  agricultural land Territory agricultural land Territory agricultural land
Acres Acres Acres
Alabama 299,579 Louisiana 682,366 Oklahoma 56,306
Alaska 75 Maine 2,968,434 Oregon 644,143
Arizona 338,653 Maryland 51,260 Pennsylvania 91,769
Arkansas 155,691 Massachusetts 2,029 Puerto Rico 839
California 954,052 Michigan 444,239 Rhode Island 17
Colorado 678,173 Minnesota 221,971 S. Carolina 198,852
Connecticut 881 Mississippi 444,286 S. Dakota 42,957
Delaware 5,878 Missouri 73,354 Tennessee 83,010
Florida 620,559 Montana 474,496 Texas 1,209,677
Georgia 558,953 Nebraska 74,769 Utah 61,013
Hawaii 180,058 Nevada 388,393 Vermont 86,532
Idaho 22,624 New Hampshire 16,477 Virginia 144,284
lllinois 209,549 New Jersey 18,369 Washington 389,777
Indiana 94,395 New Mexico 785,355 W. Virginia 166,974
lowa 33,105 New York 280,614 Wisconsin 77,890
Kansas 69,490 N. Carolina 153,962 Wyoming 210,983
Kentucky 121,151 N. Dakota 27,839
Ohio 185,935 Total 15,102,037

Source: USDA, ERS, Agricultural Foreign Investment Disclosure Act data.



Farming Regions

he 10 major farm production regionsin 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-
producing areas. Climate and soil in these States are suited to raising grains and for-
age for cattle and for providing pastureland for grazing.

Broiler farming isimportant in Maine, Delaware, and Maryland. Fruit and veg-
etables 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 thisregion. Big citrus groves and winter
vegetable production areas in 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
inimportance. Thisisamajor broiler-producing region.

The Corn Belt hasrich 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 also 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’swinter and spring wheat is produced in this region. Other small grains, grain
sorghum, hay, forage crops, and pastures form the basisfor raising cattle. Cottonis
produced in the southern part.

The Mountain States provide a still different terrain. Vast areas of thisregion are
suited to 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 plusAlaska and
Hawaii. Farmers in 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.
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Farms and Land in Farms

he United States had 2.06 million farmsin 1996, down less than 1 percent from

1995. A farm is defined as any establishment from which $1,000 or more of agri-
cultural products was sold or would normally be sold during the year. The number of
farms declined annually about 1 percent from 1986 through 1996 except for an
increase in 1995 of lessthan half a percent which was due in part to a change in defi-
nition; the overall decline for the period was 8 percent.

Land in farms continues to decline slowly; the total of 968 million acresin 1996
is down 0.4 percent from ayear earlier and down 3.7 percent from 1986. Land in
farms has declined every year since reaching its peak at 1.206 billion acresin 1954.

The number of farms has declined at afaster rate than land in farms; the average
size of farmsincreased from 447 acresin 1986 to 469 acresin 1996.
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Table 2-1.

Number of farms, land in farms, average farm size:
United States, June 1, 1986-96*

Number Average
Year of Farms Land in Farms Farm Size

In 1,000 In 1,000 of acres In acres
1986 2,250 1,005,333 447
1987 2,213 998,923 451
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 2,083 976,463 469
1994 2,065 973,403 471
1995 2,072 972,253 469
1996 2,063 968,048 469

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



Farms by Sales Class

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

gross farm sales. Data from the annual Farm Costs and Returns Survey, which is
conducted by ERS and the National Agricultural Statistics Service, show that the
greatest number of farmsisin the lowest sales class, with over 60 percent reporting
gross farm sales of less than $20,000 in 1994. According to the survey, these small
farms accounted for only 16.2 percent of the acreage operated and 5 percent of the
cash receipts from marketings.

A relatively small number of very large farms produce the largest share of farm
sales. Only 2.3 percent of the farmsin 1994 were large operations with sales of
$500,000 or more, but they generated 38 percent of cash receipts from marketings
and operated 14.8 percent of the land.

Average farm size increases consistently with sales class, ranging from 128 acres
per farm in the less than $20,000 category to 3,032 acres for farms with receipts of
$500,000 or more. The average farm in the $500,000 or more sales class reported
farm sales of more than $1.4 million in 1994, compared with sales of more than
$7,200 for the average farm in the less than $20,000 sales class.
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Table 2-2.

Number of farms and land in farms: by State and United States,

June 1, 1991-96*

Farms Land in farms
State 1991 1992 1993 1991 1992 1993
Number of farms 1,000 Acres

AL 46,000 46,000 46,000 9,900 9,800 10,000
AK 560 540 530 970 950 940
AZ 7,600 7,500 7,400 35,800 35,600 35,500
AR 46,000 45,000 45,000 15,500 15,300 15,300
CA 83,000 82,000 79,000 30,500 30,200 30,000
(e{0] 26,000 25,500 25,500 32,800 32,800 32,800
CT 3,900 4,000 3,800 420 410 400
DE 2,900 2,700 2,500 600 590 570
FL 40,000 39,000 39,000 10,500 10,500 10,300
GA 46,000 46,000 46,000 12,100 12,100 12,100
HI 4,700 4,800 4,800 1,630 1,590 1,590
ID 21,400 21,000 20,500 13,500 13,500 13,500
IL 82,000 81,000 79,000 28,300 28,200 28,100
IN 65,000 65,000 63,000 16,000 16,000 16,000
1A 103,000 103,000 102,000 33,500 33,400 33,300
KS 69,000 67,000 65,000 47,900 47,800 47,800
KY 91,000 91,000 91,000 14,100 14,100 14,100
LA 30,000 29,000 29,000 8,800 8,700 8,600
ME 7,100 7,300 7,300 1,420 1,420 1,400
MD 15,400 15,600 15,000 2,250 2,200 2,200
MA 6,400 6,400 6,200 630 630 610
MI 54,000 54,000 52,000 10,800 10,800 10,700
MN 88,000 88,000 87,000 30,000 29,800 29,700
MS 40,000 39,000 39,000 12,800 12,800 12,800
MO 107,000 107,000 106,000 30,400 30,300 30,200
MT 24,700 24,300 23,800 60,300 60,000 59,800
NE 56,000 56,000 55,000 47,100 47,100 47,100
NV 2,500 2,500 2,400 8,900 8,900 8,900
NH 2,700 2,700 2,500 440 440 440
NJ 8,500 9,000 8,900 880 880 870
NM 13,500 13,500 13,500 44,300 44,200 44,200
NY 38,000 38,000 37,500 8,300 8,200 8,100
NC 60,000 60,000 59,000 9,600 9,500 9,400
ND 33,000 33,000 32,500 40,400 40,400 40,400
OH 80,000 78,000 76,000 15,500 15,300 15,200
OK 70,000 71,000 70,500 33,000 34,000 34,000
OR 37,000 37,500 37,500 17,800 17,500 17,500
PA 53,000 52,000 51,000 8,100 8,000 7,900
RI 700 700 700 66 63 63
SC 24,500 24,500 24,000 5,200 5,200 5,150
SD 35,000 35,000 34,500 44,200 44,200 44,200
TN 85,000 85,000 84,000 12,100 12,100 12,100
TX 197,000 198,000 200,000 131,000 130,000 30,000
uT 13,300 13,200 13,000 11,300 11,300 11,200
VT 6,400 6,400 6,400 1,430 1,430 1,430
VA 45,000 45,000 45,000 8,800 8,700 8,600
WA 37,000 37,000 36,000 16,000 16,000 16,000
WV 20,000 20,000 20,000 3,700 3,700 3,700
Wi 79,000 79,000 79,000 17,500 17,300 17,100
WY 9,000 9,200 9,200 34,700 34,600 34,600
us 2,116,760 2,107,840 2,083,430 981,736 978,503 976,463
See footnotes at end of table. —continued
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Table 2-2 continued.

Number of farms and land in farms, by State and U.S.,
June 1, 1991-96" (continued)

Farms Land in farms
1994 1995 1996 1994 1995 1996
Number of farms 1,000 Acres

AL 46,000 47,000 45,000 10,200 10,200 9,800
AK 520 520 510 930 920 920
AZ 7,400 7,400 7,500 35,400 35,400 35,400
AR 44,000 43,000 43,000 15,100 15,000 15,000
CA 79,000 80,000 82,000 29,900 30,000 30,000
CO 25,300 25,000 24,500 32,700 32,700 32,500
CT 3,800 3,800 3,800 390 380 380
DE 2,500 2,500 2,500 570 570 565
FL 39,000 39,000 40,000 10,300 10,300 10,300
GA 45,000 45,000 43,000 12,100 12,000 11,800
HI 4,800 4,800 4,600 1,590 1,590 1,590
ID 20,500 21,500 22,000 13,500 13,500 13,500
IL 77,000 77,000 76,000 28,100 28,100 28,100
IN 63,000 62,000 60,000 16,000 15,900 15,900
1A 101,000 100,000 98,000 33,200 33,200 33,200
KS 65,000 66,000 66,000 47,800 47,800 47,800
KY 89,000 89,000 88,000 14,100 14,000 14,000
LA 28,000 27,000 27,000 8,400 8,500 8,700
ME 7,600 7,600 7,400 1,360 1,350 1,340
MD 14,500 14,300 13,700 2,200 2,200 2,100
MA 6,000 6,000 6,200 600 570 570
MI 52,000 54,000 53,000 10,700 10,700 10,600
MN 85,000 87,000 87,000 29,700 29,800 29,800
MS 39,000 42,000 44,000 12,800 13,000 12,600
MO 105,000 105,000 104,000 30,100 30,000 30,000
MT 22,500 22,000 22,000 59,700 59,700 59,700
NE 55,000 56,000 56,000 47,100 47,000 47,000
NV 2,400 2,500 2,500 8,800 8,800 8,800
NH 2,400 2,300 2,400 440 440 430
NJ 8,900 9,000 9,200 860 850 840
NM 13,500 13,500 13,500 44,200 44,000 43,700
NY 36,000 36,000 36,000 7,900 7,700 7,700
NC 58,000 58,000 58,000 9,300 9,200 9,200
ND 32,000 32,000 31,000 40,400 40,300 40,300
OH 75,000 74,000 72,000 15,200 15,200 15,100
OK 70,000 71,000 72,000 34,000 34,000 34,000
OR 38,000 38,500 38,500 17,500 17,500 17,500
PA 51,000 50,000 50,000 7,800 7,700 7,700
RI 700 700 700 63 63 63
SC 23,000 22,000 21,500 5,100 5,050 5,000
SD 34,000 33,000 32,500 44,200 44,000 44,000
TN 83,000 81,000 80,000 12,000 12,000 11,800
TX 200,000 202,000 205,000 129,000 129,000 127,000
uT 13,000 13,400 13,400 11,100 11,100 11,000
vT 6,200 6,000 6,000 1,400 1,370 1,350
VA 46,000 47,000 48,000 8,600 8,600 8,600
WA 36,000 36,000 36,000 15,800 15,800 15,700
WV 20,000 20,000 20,000 3,700 3,700 3,700
Wi 79,000 80,000 79,000 16,900 16,900 16,800
WY 9,200 9,200 9,100 34,600 34,600 34,600
us 2,064,720 2,071,520 2,063,010 973,403 972,253 968,048

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, 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, June 1, 1995-961

Percent of total Average
Economic class creen’ o7 e size of
(gross value Farms Land farms (acres)
of sales) 1995 1996 1995 1996 1995 1996
$1,000 - $2,499 215 225 2.7 3.0 59 63
$2,500 - $4,999 14.4 14.3 2.9 3.1 94 102
$5,000 - $9,999 13.0 12.6 4.1 4.5 148 168
$10,000 - $19,999 11.7 114 6.6 6.5 265 268
$20,000 - $39,999 10.5 10.2 9.8 9.8 438 451
$40,000 - $99,999 12.8 12.6 20.2 19.9 734 741
$100,000 - $249,999 10.3 10.2 25.7 25.2 1,170 1,159
$250,000 - $499,999 3.5 3.8 13.1 12.9 1,755 1,593
$500,000 + 2.3 2.4 14.9 15.1 3,038 2,952
Total 100.0 100.0 100.0 100.0 469 469

1A farm is any establishment from which $1,000 or more of agriculture products were sold or normally would be

sold during the year. Source: U.S. Department of Agriculture, National Agricultural Statistics Service



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

ype of organization refers to the farm’s form of business organization. Farms

may broadly be classified asindividual operations (proprietorships), partner-
ships, or corporations (family and nonfamily). Farm Costs and Returns Survey data
indicate that individual operations are the most common type of farm organization.
Nine out of ten farmsin the 1995 survey were classified as individual operations.
Partnerships and corporations make up avery small share of farms. About 87 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 (74 percent) and gross farm sales (62 percent).

Corporate farms have the highest average farm sales. The average value of gross
farm sales by corporate farmsin 1995 was $576,900, while partnerships averaged
$218,800. Gross sales for individual operations averaged $54,300, about one-tenth of
the corporate level . Average acreage was al so higher for corporate farms (1,608
acres) and for partnerships (1,154 acres) than for individual operations (351 acres).



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 1995 Farm Costs and Returns Survey (55 percent) reported full ownership of
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Figure 2-2.

Major Uses of Cropland, 1974-96
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the land they operated, while 36 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 714 acresin 1995, fol-
lowed by tenants with 602 acres and full ownerswith 223 acres per farm. Part owners
account for the largest share of acreage operated (59 percent of the total in 1995).
Gross farm sales are a so concentrated on part-owner operations (51 percent of
gross farm salesin 1995). The average value of gross farm sales for part ownersin
1995 was $114,400, about $32,000 less than the average for tenants at $146,300.
Gross farm sales for full-owner operations were much smaller, averaging $47,700.



Major Uses of U.S. Land

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

idled in Federal programs and crop failure. Cropland harvested peaked in 1991 at
about 351 million acres. Harvested cropland declined to 287 million acresin 1988
and is expected to have reached 314 million acresin 1996. Summer fallow acreage
ranges between 22 million and 34 million acres per year. Cropland idled in Federal
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commodity and conservation programs has ranged from none in 1980 and 1981 to 78
million acresin 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 con-
ditions such as the drought in 1988, or the flood and wet weather at planting timein
1993.

In 1983, the sharp declinein cropland harvested was the result of “PIK” (pay-
ment-in-kind), a USDA land retirement program that paid for the land retirement with
surplus commodities. Theidle acreage in 1993 included nearly 49 million acresin the
PIK program and more than 29 million acres in the Acreage Conservation Reserve
and Paid Land Diversion programs.



m Acreage Harvested of Major Crops

he harvested acreage of cornin recent years has varied from 74.5 million acres

in 1981 to 51.5 million acresin 1983, largely asthe 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 1989. 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 of barley and oatsto
the more profitable crops. Soybean acreage harvested has fluctuated as the relative
prices of soybeans and corn changed and as prices for soybeans in the world market
were more or less favorable.

Figure 2-3.
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Foreign Ownership of U.S. Farmland

oreign ownership of U.S. agricultural land remained relatively steady from 1981

through 1995—dlightly above or below 1 percent of the privately owned agricul-
tural land in the United States.

At the end of 1995, foreign persons owned 15.1 million acres—slightly more
than 1 percent of the 1.3 billion acres of privately owned U.S. agricultural land
(farm and forest l1and).

Forest land accounts for 49 percent of all foreign-owned acreage, cropland for
16 percent, pasture and other agricultural land for 32 percent, and nonagricultural
land for 3 percent.

Corporations own 72 percent of the foreign-held acreage, partnerships own 20
percent, and individuals own 6 percent. The remaining 2 percent is held by estates,
trusts, institutions, associations, and others.

About 56 percent of the reported foreign holdings involve land actually owned
by U.S. corporations. The law requires them to register their land holdings as foreign
if aslittle as 10 percent of their stock isheld by foreign investors. The remaining 44
percent of the foreign-held land is owned by investors not affiliated with U.S. firms.

A total of 63 percent of foreign-held acreage is owned by investors (including
individuals, corporations, partnerships, etc.) from Canada, the United Kingdom,
Germany, Switzerland, the NetherlandsAntilles, and the British Virgin Islands
(in descending rank order). Japanese investors own only 3 percent of foreign-owned
acreage.

Maineisthe State with the largest number of acres (2,968,434) owned by foreign
persons. Foreign holdings in Maine account for 16 percent of that States's privately
owned agricultural land and 20 percent of al the reported foreign-owned agricultural
land nationwide. Four companies own 91 percent of the foreign-held acresin Maine,
almost all in forest land. Two of these companies are Canadian, oneis French, and
thefourthisa U.S. corporation that is partially Canadian owned.

Outside of Maine, foreign holdings are concentrated in the West and South,
containing 34 and 32 percent, respectively, of all reported foreign holdings of U.S.
agricultural land.

These findings are based on reports submitted to USDA under the Agricultural
Foreign Investment DisclosureAct of 1978.
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Table 2-4.

U.S. agricultural landholdings by country of foreign owner,

December 31, 1995

Interests excluding U.S. Corporations with foreign shareholders

Country Acres Country Acres
Number Number
Lebanon 12,663
Argentina 12,578 Liberia 30,981
Australia 6,106 Liechtenstein 133,276
Austria 29,336 Luxembourg 3,109
Bahamas 36,325 Malaysia 7,948
Bahrain 313 Mexico 179,276
Belgium 65,586 Morocco 1,035
Belize 549 Namibia 197
Bermuda 73,835 Netherlands 112,104
Bolivia 11 Netherlands Antilles 355,382
Brazil 10,336 New Zealand 14,011
British Virgin Islands 124,062 Nicaragua 1,378
Canada 1,571,341 Norway 4,913
Cayman Islands 39,028 Oman 454
Chile 2,055 Pakistan 982
China 924 Panama 121,629
Colombia 11,414 Peru 308
Costa Rica 13,835 Philippines 3,816
Croatia 1,023 Poland 147
Cuba 58 Portugal 4,146
Czech Republic 347 Russia 771
Denmark 12,948 St. Vincent 2,637
Dominican Republic 2,108 Saudi Arabia 31,956
Ecuador 971 Senegal 10
Egypt 2,076 Singapore 504
El Salvador 128 Somalia 11
France 128,663 South Africa 2,673
Gambia 294 Spain 4,883
Germany 753,530 Sweden 54,880
Greece 60,491 Switzerland 286,005
Guatemala 1,102 Syria 2,689
Guyana 35 Taiwan 7,899
Honduras 1,018 Tanzania 10,143
Hong Kong 15,061 Thailand 1,835
Hungary 103 Trinidad & Tobago 94
India 1,754 Turkey 38
Indonesia 1,392 Turks Island 3,292
Iran 2,343 United Arab Emirates 4,149
Ireland 10,490 United Kingdom 1,798,722
Israel 951 Uruguay 10,807
Italy 81,477 Venezuela 22,339
Ivory Coast 119 Vietnam 152
Jamaica 567 Zimbabwe 230
Japan 199,980 Multiple * 54,843
Jordan 1,580 Third tier 2 54,872
Kampuchea 31
Korea (South) 1,570
Kuwait 20,188
Laos 31 Subtotal 3 6,644,252

See footnotes at end of table.
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Table 2-4 continued.

U.S. agricultural landholdings by country of foreign owner,
December 31, 1995 (continued)

U.S. Corporations with foreign shareholders

Country Acres Country Acres
Number Number
US/Lebanon 411
US/Andorra 3,741 US/Liberia 24,064
US/Argentina 4,056 US/Libyan Arab Republic 280
US/Australia 5,030 US/Liechtenstein 101,202
US/Austria 26,138 US/Luxembourg 234,551
US/Bahamas 61,500 US/Malaysia 300
US/Barbados 41 US/Malta 500
US/Belgium 88,553 US/Mexico 254,395
US/Bermuda 37,571 US/Netherlands 384,297
US/Brazil 14,396 US/Netherlands Antilles 210,572
US/Brit. Virgin Islands 424,704 US/New Hebrides 883
US/Canada 1,799,034 US/New Zealand 50,455
US/Cayman Islands 52,536 US/Nicaragua 282
US/Chile 9,948 US/Norway 9,709
US/China 13,151 US/Pakistan 423
US/Colombia 11,435 US/Panama 151,088
US/Costa Rica 407 US/Paraguay 236
US/Denmark 8,228 US/Peru 1,696
US/Dominican Republic 589 US/Philippines 7,881
US/Ecuador 1,632 US/Portugal 1,683
US/Egypt 4,264 US/Qatar 219
US/EI Salvador 607 US/Saudi Arabia 10,711
US/Finland 2,419 US/Singapore 73
US/France 1,100,081 US/South Africa 2,733
US/Germany 872,745 US/Spain 7,846
US/Greece 5,249 US/Sweden 4,094
US/Guatemala 412 US Switzerland 331,355
US/Guyana 334 US/Taiwan 45,029
US/Honduras 37 US/Thailand 252
US/Hong Kong 131,139 US/Trinidad & Tobago 20
US/Indonesia 644 US/Turkey 443
US/Iran 1,861 US/United Arab Emirates 4,543
US/Iraq 800 US/United Kingdom 1,044,245
US/Ireland 1,942 US/Uruguay 695
US/Israel 414 US/Venezuela 40,182
US/Italy 23,547 US/Multiple 178,776
US/Japan 290,936 US/Third Tier 342,754
US/Jordan 434
US/Kenya 32 Subtotal 4 8,457,880
US/Korea (South) 85
US/Kuwait 8,330 Total all landholdings 15,102,037

A report is processed as “multiple” when no single country predominates—for example, an equal partnership
between a Canadian and a German.

A report is processed as “third tier” if three or more levels of ownership are reported with no foreign interests
stated.

%Total interests excluding U.S. corporations with foreign shareholders.

“Total interest of U.S. corporations with foreign shareholders.

Source: USDA, ERS, Agricultural Foreign Investment Disclosure Act data.
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Table 2-5.

U.S. agricultural landholdings of foreign owners, by State,

December 31, 1995

State or Foreign-owned State or Foreign-owned State or Foreign-owned
Territory  agricultural land Territory agricultural land Territory agricultural land
Acres Acres Acres
Alabama 299,579 Louisiana 682,366 Oklahoma 56,306
Alaska 75 Maine 2,968,434 Oregon 644,143
Arizona 338,653 Maryland 51,260 Pennsylvania 91,769
Arkansas 155,691 Massachusetts 2,029 Puerto Rico 839
California 954,052 Michigan 444,239 Rhode Island 17
Colorado 678,173 Minnesota 221,971 S. Carolina 198,852
Connecticut 881 Mississippi 444,286 S. Dakota 42,957
Delaware 5,878 Missouri 73,354 Tennessee 83,010
Florida 620,559 Montana 474,496 Texas 1,209,677
Georgia 558,953 Nebraska 74,769 Utah 61,013
Hawaii 180,058 Nevada 388,393 Vermont 86,532
Idaho 22,624 New Hampshire 16,477 Virginia 144,284
lllinois 209,549 New Jersey 18,369 Washington 389,777
Indiana 94,395 New Mexico 785,355 W. Virginia 166,974
lowa 33,105 New York 280,614 Wisconsin 77,890
Kansas 69,490 N. Carolina 153,962 Wyoming 210,983
Kentucky 121,151 N. Dakota 27,839
Ohio 185,935 Total 15,102,037

Source: USDA, ERS, Agricultural Foreign Investment Disclosure Act data.



The U.S.
Farm Sector

Farm Labor

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

Average annual farm employment dropped from 9.9 million in 1950 to 2.8 mil-
lion in 1995. 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 leveled 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 1995, while hired workers accounted for 31 percent. Service
workers, including crew leaders and custom crews, accounted for 9 percent of all
workers on farmsin 1995.

The average wage rate for hired farm workers in the United Statesin 1995 was
$6.54 per hour. Wages varied by type of worker: livestock workers averaged $5.99,
field workers averaged $6.13, and supervisors averaged $10.27 in 1995.

A significant portion of total farm production expensesis spent on labor. The
1992 Census of Agriculture reported that expenditures for hired and contract labor on
U.S. farmswere $15.3 billion in 1992, or almost 12 percent of total farm production
expenses. About 36 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 (45 percent), fruit and tree
nut farms (40 percent), and vegetable and melon farms (37 percent). These types of
farms are the least mechanized, and many of the commodities they produce are still
harvested by hand. At the other extreme, labor expenses comprised lessthan 5 per-
cent of al production expenses on beef cattle, hogs, sheep, poultry, and cash grain
farms.

Larger farms are more likely to have labor needsin excess of that provided by
the farm family. Farms of 260 or more acres, which accounted for only 32 percent
of all farms, had 70 percent of all labor expensesin 1992. In terms of sales class, the
27 percent of all farms with $50,000 or more in value of products sold accounted for
95 percent of all labor expenses.
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Agricultural Credit

arm business debt at the end of 1995 was $150.6 hillion, up $3.9 billion from

1994. Farm real estate debt rose $1.5 billion from 1994 to $79.1 billion at the
end of 1995. Farm business nonreal estate debt was $71.5 billion at the end of 1995,
up 3 percent from 1994.

Farmers and lenders, despite concern about reduced short-term profitability in
some livestock enterprises, maintain confidence in the long-run profitability of agri-
culture. The availability and use of credit play a significant role in the sustained prof-
itability of farm enterprises. A symbiotic relationship 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 nonreal
estate loans in the farm sector accounts. Real estate |oans generally have terms of
10to 40 years, and are ordinarily used to purchase farmland or to make major capital
improvements to farm property. Nonreal estate |oans are typically made for loan
terms of less than 10 years, with the term depending on the purpose of the loan.
Seasonal operating |oans are made for less than 1 year, while loans to purchase
machinery and equipment or livestock may run for 7 years or more.

At the end of 1995, the Farm Credit System held $24.8 billion in farm business
real estateloans and $12.5 billion in nonreal estate loans. In total, the Farm Credit
System held about 25 percent of farm businessloans. While the Farm Credit System
experienced difficulty in increasing loan balances and in regaining market share, it
continued to report improved financia performance. Falling interest rates improved
their earnings during 1990-95. Improved borrower financia conditions strengthened
Farm Credit System performance.

Commercial banks held more than 40 percent of all farm business debt by the
end of 1995, accounting for $22.2 billion in real estate loans (28 percent of total)
and $37.7 billion in nonreal estate debt (53 percent). Life insurance companies main-
tained their presence in the agricultural credit market, astheir total farm business
debt rose dightly to $9.1 hillion, giving them an 11-percent share of the farm business
mortgage market. The Farm Service Agency (which includes the former Farmers
Home Administration) direct loans to farm businesses dropped by $1.4 billionin
1995 as the Agency reduced its problem loan portfolio. The "Individuals and others"
classification is composed primarily of sellers financing the sale of farmland, input
suppliers, and some minor lending agencies. These accounted for $18.0 billionin real
estate loans and $16.2 billion in nonreal estate loans at the end of 1995.
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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

Real estate debt: $ Billion
Farm Credit
System 0.8 22 6.4 33.2 422 259 253 254 249 246 249

Life insurance
companies 1.1 27 51 120 113 97 95 88 90 9.0 091

Banks 08 14 33 78 107 163 174 188 19.6 21.1 223
Farm Service

Agency 0.2 0.6 22 74 9.8 7.6 70 6.4 5.8 55 5.1
Individuals

and others 2.1 44 10.3 278 258 15.2 156 16.1 16.7 17.5 18.0
Total 52 11.3 275 89.7 100.1 74.7 749 754 76.0 77.7 79.3

Nonreal estate debt:

Banks 24 47 105 300 33.7 31.3 329 329 349 36.7 37.7
Farm Credit

System 05 15 53 197 140 9.8 10.2 103 105 11.2 125
Farm Service

Agency 03 04 07 100 147 94 82 71 6.2 6.0 51
Individuals and

others 25 45 48 174 151 127 13.0 13.2 142 152 16.2
Total 57 111 212 771 775 632 643 63.6 659 69.1 715
Total 109 22.4 48.8 166.8 177.6 138.0 139.2 139.1 142.0 146.8150.8

Source: USDA, Economic Research Service, Rural Economy Division.

The Balance Sheet

arm business asset values totaled $978.0 billion on December 31, 1995, an

increase of 4 percent over the preceding year. Farm business debt rose 5 percent
during 1995, reaching $150.8 billion at year’s end. As aresult, farm business eguity
rose 3 percent. Average equity per farm on December 31, 1995, was $399,000.

The debt-to-asset ratio (expressed as a percent) decreased from 15.6 to 15.4 dur-
ing 1995. The ratio was substantially below the peak of 23 percent reached in 1985.

Real estate assets accounted for 77 percent of the value of farm business assets at
the end of 1995. Real estate assetsincreased 7 percent during the year. The average
real estate value per farm was $365,000 on December 31, 1995.

Nonreal estate assets decreased 4 percent during 1995. The year-end values of
farm business livestock and poultry, machinery and motor vehicles, and purchased
inputs fell, while only the value of crops stored and financial assetsincreased in 1995.
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Figure 3-1.

Farm business debt*

Billion dollars - Real estate D Nonreal estate

200 —

150 —

65 67 69 71 73 75 77 79 81 83 85 87 89 91

1Debt secured by farm real estate. 2 Debt for operating purposes.
Source: USDA, Economic Research Service, Rural Economy Division.

Figure 3-2.

Farm business debt by lender

Billion dollars
70
-\
60— A \
Farm Credit o
System \
50—
40—
All operating banks
307 Farm Service
Individuals & Ageney
others e
20— Life insurance
companies
U CCC Storage &
Drying Faclilities Loans
————
0 T T T T T 1 T T T T T T T T

1965 67 69 71 73 75 77 79 81 83 85
lIncludes the former Farmers Home Administration’s loans.

Individuals and others include Commaodity Credit Corporation real estate loans.
Source: USDA, Economic Research Service, Rural Economy Division.
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Farm businessreal estate debt increased dlightly in 1995, standing at $79.3
billion at the end of the year. Nonreal estate debt rose 3 percent to $71.5 billion. On
December 31, 1995, commercia banks held 40 percent of farm business debt, and
the Farm Credit System held 25 percent.

Table 3-2.

Farm business assets, debt, and equity*

Item 1960 1970 1980 1990 19952
Billion of current dollars
Assets 174.2 278.9 981.5 839.9 978.0
Real estate 123.3 202.4 782.8 620.0 755.7
Nonreal estate 3 51.1 76.4 198.7 219.8 222.2
Debt 22.4 48.8 166.8 138.0 150.8
Real estate 4 11.3 275 89.7 74.7 79.3
Nonreal estate 5 11.1 21.2 77.1 63.2 715
Equity (assets minus debt) 151.9 230.1 814.7 701.9 827.2

1As of December 31. 2Preliminary. 3Crop inventory value is value of non-CCC crops held on farms plus value
above loan rate for crops held under CCC. “Includes CCC storage and drying facilities loans. SExcludes value
of CCC crop loans.

Source: USDA, Economic Research Service, Rural Economy Division (now eliminated).

Net Cash Income and Net Farm Income

I n 1995, both net cash income and net farm income reached low levels not seen
since 1986. Although crop cash receipts reached arecord high in 1995, net cash
income from farming fell to $48.8 hillion in 1995. Gross cash income was up $6.1
billion, but it was offset by a$7.7 billion rise in cash expenses. Net farm income fell
sharply in 1995 as gross farm income declined by $5.4 billion and total production
expenses rose by $8.1 billion. Increasesin feed, cotton, and vegetable cash receipts
boosted gross cash income while gross farm income declined due to the change in the
value of inventory adjustment. Increasesin purchased feed and other miscellaneous
expenses boosted expenses.

Crop receipts rose $6.3 billion to reach $98.9 billion in 1995 while livestock
receipts declined by $1.3 hillion to $86.8 billion. Corn receipts rose $2.8 hillion,
cotton increased by $0.8 billion, and vegetables were up $1.0 billion. The increase
in corn receipts resulted from higher corn pricesin 1995 as corn production declined
due to the 7.5 percent acreage reduction requirement and lower average yields.
Cotton pricesin 1995 averaged higher than in 1994 as production declined. The
increase in vegetable cash receipts was led by |ettuce sales as prices climbed due to
the flooding in California’s prime lettuce production areas. Cattle and calves cash
receiptsfell $2.4 hillion in 1995 as ample supplies kept prices low.

The value of inventory adjustment was a negative $3.4 billion in 1995 as prod-
ucers reduced their holdings of commodities due to lower grain production and tight
grain supplies that kept grain prices high. In 1994, the value of inventory adjustment
was $8.2 billion as producers held on to more crops due to the record crop production
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in 1994. The change in the value of inventory adjustment, a negative $11.6 billion,
caused gross farm income to decline while gross cash incomerose in 1995. It isalso
the primary reason why net farm income declined by $13.6 billion while net cash
income declined by $1.7 billion.

Cash expenses rose to $155.1 hillion in 1995. Purchased feed expenses rose by
$1.9 billion primarily due to increased corn prices. Other expenses rose $3.3 billion
dueto increasesin general production and management expenses and a boost in the
custom feeding expenses. Interest expenses rose $1.0 billion as the prices paid for
interest index rose 12 percent in 1995.

Net cash income measures the farm sector's cash income generated from farming
businesses during a calendar year. Farm businesses use the net cash income generated
from farming to purchase farm assets, reduce farm debt, and meet living expenses.
Net cash income is the sum of farm marketings, Government payments, and farm-
related income minus cash expenses. Cash expenses include purchased feed, seed,
livestock, fertilizer, lime, pesticides, fuel, oil, repair and maintenance, and other mis-
cellaneous expenses. Cash expenses for interest, property taxes, labor, and net rent to
nonoperator landlords are also included.

Net farm income measures the net value of agricultural commodities and ser-
vices produced by the farm sector during a calendar year. It includes the income and
expenses associated with the farmers' onfarm dwellings. The farm sector consists of
sole proprietorships, multifamily farms, partnerships, contractors, and vertically inte-
grated corporations involved in farming. Gross farm income is computed by sum-
ming the gross cash income from farming, noncash income, and the value of
inventory adjustment. Total production expenses are the sums of intermediate pro-
duction expenses, interest, labor, net rent to nonoperator landlords, capital consump-
tion, and property taxes. Net farm income isthe residual .

Farm Household Income

arm operators have been surveyed by the annual Farm Costs and Returns Survey

about the finances and production of their farms since 1985. Beginning in 1988
USDA has collected additional information about operator households. In 1995, 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
partnerships, and family corporations. Nonfamily corporations, cooperatives, and
institutional farms are not included in the household definition.

Like many other U.S. households, farm househol ds receive income from avariety
of sources, one of which isfarming. The 1995 average household income for farm
operator househol ds was $44,400, 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 effortsin 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 Socia Security.
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Table 3-3.

Net cash income and net farm income, 1994-95

Current dollars 1992 dollars*

Iltems 1994 1995 1994 1995
Million dollars

Gross farm income 215,840 210,399 205,758 195,538
Gross cash income 197,808 203,883 188,568 189,482
Farm marketings 180,775 185,750 172,331 172,630
Crops 92,646 98,906 88,318 91,920
Livestock and products 88,129 86,844 84,013 80,710
Government payments 7,879 7,252 7,511 6,740
Farm-related income 9,154 10,881 8,726 10,112
Noncash income 9,808 9,892 9,350 9,193
Value of home consumption 481 495 459 460
Gross rental value of dwellings 9,327 9,397 8,891 8,733
Operator and other dwellings 8,893 8,834 8,477 8,210
Hired laborer dwellings 434 563 414 523
Value of inventory adjustment 8,224 (3,376) 7,840 (3,137)
Total production expenses 167,444 175,581 159,622 163,179
Intermediate product expenses 103,365 109,667 98,536 101,921
Farm origin 41,250 42,548 39,323 39,543
Feed purchased 22,628 24,528 21,571 22,796
Livestock and poultry purchased 13,250 12,557 12,631 11,670
Seed purchased 5,373 5,463 5,122 5,077
Manufactured inputs 21,723 23,440 20,708 21,785
Fertilizer and lime 9,181 10,034 8,752 9,326
Pesticides 7,219 7,719 6,881 7,173
Fuel and oil 5,323 5,687 5,075 5,286
Other 40,392 43,679 38,505 40,593
Repair and maintenance 9,185 9,427 8,756 8,761
Other miscellaneous 31,207 34,252 29,749 31,833
Interest 11,807 12,757 11,255 11,856
Real estate 5,853 6,067 5,580 5,639
Nonreal estate 5,954 6,690 5,676 6,217
Contract and hired labor expenses 15,308 16,285 14,593 15,135
Net rent to nonoperator landlords? 11,525 10,873 10,987 10,105
Capital consumption 18,780 19,107 17,903 17,758
Property taxes 6,659 6,891 6,348 6,404
NET FARM INCOME 48,396 34,819 46,136 32,359
Gross cash income 197,808 203,883 188,568 189,482
Cash expenses 147,357 155,121 140,474 144,164
Cash expenses, excluding net rent 134,446 142,840 128,165 132,751
Intermediate product expenses 102,315 108,761 97,536 101,079
Interest 11,391 12,326 10,859 11,456
Cash labor expenses 14,874 15,723 14,179 14,612
Property taxes 5,866 6,030 5,592 5,604
Net rent to nonoperator landlords? 12,912 12,280 12,308 11,413
NET CASH INCOME#* 50,451 48,762 48,095 45,318

1Gross domestic product implicit price deflators are used to deflate the accounts to real dollars. 2Includes land-
lord capital consumption. 3Excludes landlord capital consumption. Excludes noncash items and income and

expenses of farm operator dwellings located on farms.
Source: USDA, Economic Research Service, Rural Economy Division.
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For the majority of farm operator households, off-farm incomeiscritical. Most
U.S. farms are small (Iess than $50,000 in gross sales) and are run by households that
depend mainly on off-farm income. About 49 percent of operators with small farms
reported a nonfarm major occupation in 1995, and another 21 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. In 1995, about a quarter of
farm households operated commercial-size farms with sales of more than $50,000.
These households provided most of U.S. farm production. However, even in house-
holds with the largest farms (sales of at least $500,000), off-farm income averaged
$31,300 per household.

Average household income and dependence on off-farm income also varies
among types of farm households. For example, 8 percent reported negative house-
hold income for 1995. On average, these households lost $40,700 from farming dur-
ing the year. About 27 percent had household income of $50,000 or more, with farm
income averaging $32,300. 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
househol ds associated with the oldest and youngest operators had the lowest average
household income. Data on operators' educational level show significant increasesin
average income with each higher educational level.

Figure 3-3.

Sources of income for average farm operator household, 1995

Farm income
$4,720

Wages and salaries (10.6%)
$23,443

(52.8%)

Other off-farm
income
$6,988
(15.7%)

Off-farm business income Interest and dividends
$5,820 $3,421
(13.1%) (7.7%)

Source: USDA, Economic Research Service, Rural Economy Division, 1995 Farm Costs and Returns Survey.
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Figure 3-4.

Average farm and off-farm income for farm operator households,
by size of farm, 1995

Size class of farm:* Source of income: [ Farm  [] Off farm

-$3,373

Less than $50,000
$43,187
$11,295
$50,000-$249,999
$29,320
$43,010
$250,000-$499,999
$29,298

$164,564

$500,000 and over
$31,261

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, Rural Economy Division, 1995 Farm Costs and Returns Survey

Net Farm Income by State

he ranking of States by the aggregate value of net farm income reflects the size

of the State, the proportion of itsland that can be cultivated, the fertility of the
land and climate within the State, and the State's comparative advantage in producing
and marketing high-valued commaodities. Because these factors do not readily
change, the ranking of States remains stable over a period of years.

Californialed the Nation in 1995 with a net farm income of $4.3 hillion, fol-
lowed by North Carolinawith $2.9 billion, Texas with $2.4 billion, Georgiawith $2.0
billion, and lowawith $1.8 hillion.

Cadlifornia, at $22.3 billion in cash receipts, led the Nation in the value of cash
receipts from all commaodities. California's diversity in agricultural productionis evi-
denced by the State's top five commaodities from agricultural salesincluding dairy
products, greenhouse and nursery products, grapes, cotton, and lettuce. These com-
modities accounted for 44 percent of the State's cash receipts. Californiawas aso the
top producing State for agricultural salesfrom seven commodities: dairy products,
greenhouse and nursery products, hay, grapes, tomatoes, lettuce, and almonds.
Californiaaso had the highest production expenses of $19.1 billion.

North Carolina, the second leading State in net farm income, ranked eighth in
gross farm income and ninth in production expense. North Carolina's top commodi-
tiesinclude hogs, broilers, and tobacco. These commodities accounted for 50 percent
of the State's agricultural commodity salesin 1995. North Carolinaled the Nation in
sales from tobacco and turkeys.
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Table 3-4.

Farm operator households and household income, by selected
characteristics, 1995

Number Average Share from
Item of households  household income! off-farm sources?
Number Dollars Percent
All operator households 2,036,810 44,392 89.4
Household income class:
Negative 170,331 (28,968) (40.4)
0-$9,999 210,182 5,470 183.0
$10,000 $24,999 443,779 17,643 112.7
$25,000 $49,999 668,579 36,507 96.2
$50,000 and over 543,938 113,918 717
Operator's major occupation:
Farm or ranch work 903,820 40,342 64.8
Other 797,718 53,425 108.9
Retired 335,272 33,815 94.9
Operator's age class:
Less than 35 years 168,825 32,506 93.4
35-44 years 407,345 47,266 89.3
45-54 years 476,807 51,953 91.6
55-64 years 469,052 50,421 87.7
65 years or older 514,780 33,518 87.2
Operator's educational level:
Less than high school 425,612 30,173 94.4
High school 819,087 41,479 87.3
Some college 443,374 48,726 85.8
College 348,736 63,075 93.1

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 is negative.

Source: USDA, Economic Research Service, Rural Economy Division, 1995 Farm Costs and Returns Survey.

36



The third-ranking State in net farm income, Texas, ranked second in cash
receipts from all commaodities, with $13.3 billion in sales. Texas wasfirst in live-
stock’s receipts ($8.5 hillion) and fourth in crop receipts ($4.8 billion) for the Nation.
Texasisamore specialized State: 47 percent of its agricultural salesin 1995 came
from the State's top commodity, cattle and calves. Texas also led the Nation in cotton
sales. Texas ranked second in production expenses, $15.7 billion.

Georgiawas the fourth leading State in net farm income. Georgia ranked
eleventh in gross farm income and sixteenth in production expenses. The State
ranked eleventh in cash receipts with $5.2 billion. The State's five leading commodi-
tiesin 1995 were broilers, cotton, peanuts, eggs, and cattle and calves. Georgia led
the Nation in the production of broilers and peanuts.

lowa ranked fifth in net farm income, third in gross farm income and third in
production expenses. lowa's top five commaodities—corn, hogs, soybeans, cattle and
calves, and dairy products—comprised 81 percent of the State's sales from agricul-
tural production in 1995. lowa led the Nation in corn and hog sales.

Though Arkansas ranked eighth in net farm income and twenty-ninth in cash
receipts from the sales of all agricultural commodities, the State led the Nation in
sales from chicken eggs and ricein 1995.

Figure 3-5.

Net farm income, 1995

Il Top 10 States in ] Bottom 10 States in
net farm income net farm income

Source: USDA, Economic Research Service, Rural Economy Division
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State Rankings by Cash Receipts

Aranki ng by cash receipts of leading commodities within States conveys significant
information about the product mix within a State. Similarly, aranking of States
by cash receipts from sales of a specific commodity or commodity group can convey
information about the relative importance of the commodity to individua States and
geographic regions. Such rankings are an aid in analyzing the effects of weather,
changesin farm programs, or economic conditions affecting commodity prices.

Government Payments by Program and State

overnment payments were $7.3 billion in 1995, down 8 percent ($0.6 billion)

from the previous year. Government payments comprised 3.6 percent of gross
cash farm income in 1995. Government payments for cotton reached arecord low in
1995 due to high cotton prices. Some cotton producers had to refund a portion of the
previous fiscal year’s advanced deficiency payments because cotton market prices
exceeded the established target price. Strong wheat prices kept 1995 wheat Govern-
ment paymentsto alow level not seen since 1980. Government payments for feed
grains more than doubled in 1995 as record corn production in the fall of 1994 kept
corn priceslow in 1995.

Government payments are direct, nonrecoverable transfer payments to participat-
ing producers. Theroles of farm commodity programs and conservation policies insti-
tuted through direct Government payments are to support prices through restricting the
supply of specific commodities (Acreage Reduction Program, etc.), to directly support
farm incomes through cash transfers to farm operators (deficiency payments, etc.),
to support farm income in times of adverse weather or natural catastrophes (disaster
payments), and to maintain quality production and environmental controls through
conservation reserve programs (Wetlands Reserve Program, etc.).

Annual changes in the payment distribution among States reflect farm sector and
U.S. economic environment changes, crop yields, weather conditions, market prices,
and farm legidation modifications. Farm businesses that participate in commodity
programs vary in type and size across States depending on the State's production spe-
cialty, environmental and conservational needs, and the number of acres operated.

The Federal Agriculture Improvement and Reform Act of 1996, which was
signed into law in April 1996, fundamentally redesigns income support and supply
management programs for producers of wheat, corn, grain sorghum, barley, oats, rice,
and upland cotton. Government payments to producers who signed up for the pro-
gram are now fixed and are scheduled to decline through 2002. Dairy policy also
changes dramatically as price supports are phased out and milk marketing orders are
consolidated. The 1996 Act also alters the sugar and peanut programs. Farmers are
freer to ater their crop production in response to relative price signals from the mar-
ketplace. Farm incomeislikely to become more variable under the Act in response to
year-to-year changesin the supply and demand for covered commodities. Marketing
alternatives to manage price and production risk will become more important for
many farmers.
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Federal Government Program Participation
and Direct Payments

M ore than half of the farms specializing in crops were enrolled in Government
programsin 1995, and they accounted for three-quarters of the direct
Government payments received by farmers. Cash grain farms, including corn and
wheat farms, had the highest participation rates.

About 20 percent of farms specializing in livestock received direct Government
payments during 1995; dairy farms had the highest participation rate among livestock
farms (43 percent). Many farmers growing program-eligible crops fed the grain to
their livestock.

Direct Government payments were higher for crop farms, on average, than for
livestock farms. The U.S. average direct payment to all participating farms was
$8,207, but ranged from alow of $3,895 for poultry farmsto $11,938 for corn farms.

Number of Farms and Net Cash Income
by Sales Class

he number of farmsincreased dlightly to 2,071,520 in 1995, and the percent of

farmsin each major sales class remained relatively constant. Almost three-quar-
tersof al U.S. farms have annual sales of less than $50,000, while less than 1 percent
of all farms have sales greater than $1 million.

Farms with over $250,000 in sales account for less than 6 percent of all farms
but dominate American agricultural output. These large farms sell over 62 percent
of the Nation'slivestock and over 57 percent of the crops. They have 58 percent of
the gross cash income compared with 53 percent of the cash expenses. In 1995
approximately 75 percent of the Nation's net cash income was earned by them.
Lessthan one-third of the direct Government payments went to these farms.

Farmsin the largest sales class category, those with gross sales over $1 million,
tend to be specialized in certain commodities. In 1995, nearly one-third of the largest
farms were classified as fruit, vegetable, greenhouse, and nursery farms, meaning that
50 percent or more of their gross sales were derived from these products. Cattle and
dairy operations weretied for second place, with each accounting for slightly over
17 percent of the largest farms.

More than athird of the largest farms were located in the Pacific region Thisis
due to the heavy concentration of farms specializing in fruit, vegetable, greenhouse,
and nursery in that region. Each of the remaining regions contained less than 10 per-
cent of the largest farms, with the Delta region accounting for the smallest number
of the largest farms.

Large farms, those with sales from $500,000 to $999,999, have different charac-
teristics from the largest farms. More than 25 percent of the large farms focused on
cash grain production. Next in importance were farms specialized in fruit, vegetables,
greenhouse, and nursery products. Each of the following farm types account for 9 to
12 percent of the large farms: corn and soybeans, poultry, hogs, and dairy.
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With cash grains and hogs being important enterprise types for large farms, it is
not surprising to find the Corn Belt region has the greatest number of large farms,
with 24 percent of the total in 1995. The Pacific region, with large numbers of the
fruit, vegetable, greenhouse and nursery farms, has the second largest number of
large farms, followed by the Southeast region, where large poultry operations are
concentrated.

Mid-sized farm operations, those with sales of $50,000 or more but less than
$500,000, are dominated by operations speciaizing in cash grains. Corn and soybean
and other cash grain operations account for roughly 38 percent of these farms. Both
dairy and cattle operations account for more than 10 percent of the total mid-size
farms. Not surprisingly, the Corn Belt also has the largest number of mid-size farms,
followed by the Northern Plains and the L ake States regions.

Small farm operations, those with sales under $50,000, are dominated by cattle
operations, which accounted for 40 percent of these farms. Field crop operations and
other livestock operations each account for slightly more than 15 percent of these
small farms. Cash grain farms make up 13 percent of the total. The Corn Belt,
Appalachian, and Southern Plains regions each have over 15 percent of the smaller
farm operations due to the large number of small cattle operations in each of these
regions.
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Farm Labor

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

Average annual farm employment dropped from 9.9 million in 1950 to 2.8 mil-
lion in 1995. 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 leveled 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 1995, while hired workers accounted for 31 percent. Service
workers, including crew leaders and custom crews, accounted for 9 percent of all
workers on farmsin 1995.

The average wage rate for hired farm workersin the United Statesin 1995 was
$6.54 per hour. Wages varied by type of worker: livestock workers averaged $5.99,
field workers averaged $6.13, and supervisors averaged $10.27 in 1995.

A significant portion of total farm production expensesis spent on labor. The
1992 Census of Agriculture reported that expenditures for hired and contract labor on
U.S. farmswere $15.3 billion in 1992, or aimost 12 percent of total farm production
expenses. About 36 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 (45 percent), fruit and tree
nut farms (40 percent), and vegetable and melon farms (37 percent). These types of
farms are the least mechanized, and many of the commodities they produce are still
harvested by hand. At the other extreme, labor expenses comprised lessthan 5 per-
cent of all production expenses on beef cattle, hogs, sheep, poultry, and cash grain
farms.

Larger farms are more likely to have labor needsin excess of that provided by
the farm family. Farms of 260 or more acres, which accounted for only 32 percent
of al farms, had 70 percent of all labor expensesin 1992. In terms of sales class, the
27 percent of all farms with $50,000 or more in value of products sold accounted for
95 percent of all labor expenses.
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Agricultural Credit

arm business debt at the end of 1995 was $150.6 hillion, up $3.9 billion from

1994. Farm real estate debt rose $1.5 billion from 1994 to $79.1 billion at the
end of 1995. Farm business nonreal estate debt was $71.5 billion at the end of 1995,
up 3 percent from 1994.

Farmers and lenders, despite concern about reduced short-term profitability in
some livestock enterprises, maintain confidence in the long-run profitability of agri-
culture. The availability and use of credit play a significant role in the sustained prof-
itability of farm enterprises. A symbiotic relationship 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 nonreal
estate loans in the farm sector accounts. Real estate |oans generally have terms of
10to 40 years, and are ordinarily used to purchase farmland or to make major capital
improvements to farm property. Nonreal estate |oans are typically made for loan
terms of less than 10 years, with the term depending on the purpose of the loan.
Seasonal operating |oans are made for less than 1 year, while loans to purchase
machinery and equipment or livestock may run for 7 years or more.

At the end of 1995, the Farm Credit System held $24.8 billion in farm business
real estateloans and $12.5 billion in nonreal estate loans. In total, the Farm Credit
System held about 25 percent of farm businessloans. While the Farm Credit System
experienced difficulty in increasing loan balances and in regaining market share, it
continued to report improved financia performance. Falling interest rates improved
their earnings during 1990-95. Improved borrower financia conditions strengthened
Farm Credit System performance.

Commercial banks held more than 40 percent of all farm business debt by the
end of 1995, accounting for $22.2 billion in real estate loans (28 percent of total)
and $37.7 billion in nonreal estate debt (53 percent). Life insurance companies main-
tained their presence in the agricultural credit market, astheir total farm business
debt rose dightly to $9.1 hillion, giving them an 11-percent share of the farm business
mortgage market. The Farm Service Agency (which includes the former Farmers
Home Administration) direct loans to farm businesses dropped by $1.4 billionin
1995 as the Agency reduced its problem loan portfolio. The "Individuals and others"
classification is composed primarily of sellers financing the sale of farmland, input
suppliers, and some minor lending agencies. These accounted for $18.0 billionin real
estate loans and $16.2 billion in nonreal estate loans at the end of 1995.
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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

Real estate debt: $ Billion
Farm Credit
System 0.8 22 6.4 33.2 422 259 253 254 249 246 249

Life insurance
companies 1.1 27 51 120 113 97 95 88 90 9.0 091

Banks 08 14 33 78 107 163 174 188 19.6 21.1 223
Farm Service

Agency 0.2 0.6 22 74 9.8 7.6 70 6.4 5.8 55 5.1
Individuals

and others 2.1 44 10.3 278 258 15.2 156 16.1 16.7 17.5 18.0
Total 52 11.3 275 89.7 100.1 74.7 749 754 76.0 77.7 79.3

Nonreal estate debt:

Banks 24 47 105 300 33.7 31.3 329 329 349 36.7 37.7
Farm Credit

System 05 15 53 197 140 9.8 10.2 103 105 11.2 125
Farm Service

Agency 03 04 07 100 147 94 82 71 6.2 6.0 51
Individuals and

others 25 45 48 174 151 127 13.0 13.2 142 152 16.2
Total 57 111 212 771 775 632 643 63.6 659 69.1 715
Total 109 22.4 48.8 166.8 177.6 138.0 139.2 139.1 142.0 146.8150.8

Source: USDA, Economic Research Service, Rural Economy Division.



The Balance Sheet

arm business asset values totaled $978.0 billion on December 31, 1995, an
increase of 4 percent over the preceding year. Farm business debt rose 5 percent
during 1995, reaching $150.8 billion at year’'s end. As aresult, farm business equity
rose 3 percent. Average equity per farm on December 31, 1995, was $399,000.
The debt-to-asset ratio (expressed as a percent) decreased from 15.6 to 15.4 dur-
ing 1995. The ratio was substantially below the peak of 23 percent reached in 1985.
Real estate assets accounted for 77 percent of the value of farm business assets at
the end of 1995. Real estate assetsincreased 7 percent during the year. The average
real estate value per farm was $365,000 on December 31, 1995.
Nonreal estate assets decreased 4 percent during 1995. The year-end values of
farm business livestock and poultry, machinery and motor vehicles, and purchased
inputsfell, while only the value of crops stored and financial assetsincreased in 1995.
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Figure 3-1.

Farm business debt*

Billion dollars - Real estate D Nonreal estate

200 —

150 —

65 67 69 71 73 75 77 79 81 83 85 87 89 91

1Debt secured by farm real estate. 2 Debt for operating purposes.
Source: USDA, Economic Research Service, Rural Economy Division.

Figure 3-2.

Farm business debt by lender

Billion dollars
70
-\
60— A \
Farm Credit o
System \
50—
40—
All operating banks
307 Farm Service
Individuals & Ageney
others e
20— Life insurance
companies
U CCC Storage &
Drying Faclilities Loans
————
0 T T T T T 1 T T T T T T T T

1965 67 69 71 73 75 77 79 81 83 85
lIncludes the former Farmers Home Administration’s loans.

Individuals and others include Commaodity Credit Corporation real estate loans.
Source: USDA, Economic Research Service, Rural Economy Division.
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Farm businessreal estate debt increased dlightly in 1995, standing at $79.3

billion at the end of the year. Nonreal estate debt rose 3 percent to $71.5 billion. On
December 31, 1995, commercia banks held 40 percent of farm business debt, and

the Farm Credit System held 25 percent.

Table 3-2.

Farm business assets, debt, and equity*

Item 1960 1970 1980 1990 19952
Billion of current dollars
Assets 174.2 278.9 981.5 839.9 978.0
Real estate 123.3 202.4 782.8 620.0 755.7
Nonreal estate 3 51.1 76.4 198.7 219.8 222.2
Debt 22.4 48.8 166.8 138.0 150.8
Real estate 4 11.3 275 89.7 74.7 79.3
Nonreal estate 5 11.1 21.2 77.1 63.2 715
Equity (assets minus debt) 151.9 230.1 814.7 701.9 827.2

1As of December 31. 2Preliminary. 3Crop inventory value is value of non-CCC crops held on farms plus value
above loan rate for crops held under CCC. “Includes CCC storage and drying facilities loans. SExcludes value

of CCC crop loans.

Source: USDA, Economic Research Service, Rural Economy Division (now eliminated).



Net Cash Income and Net Farm Income

I n 1995, both net cash income and net farm income reached low levels not seen
since 1986. Although crop cash receipts reached arecord high in 1995, net cash
income from farming fell to $48.8 hillion in 1995. Gross cash income was up $6.1
billion, but it was offset by a$7.7 billion rise in cash expenses. Net farm income fell
sharply in 1995 as gross farm income declined by $5.4 billion and total production
expenses rose by $8.1 billion. Increasesin feed, cotton, and vegetable cash receipts
boosted gross cash income while gross farm income declined due to the change in the
value of inventory adjustment. Increasesin purchased feed and other miscellaneous
expenses boosted expenses.

Crop receipts rose $6.3 billion to reach $98.9 billion in 1995 while livestock
receipts declined by $1.3 hillion to $86.8 billion. Corn receipts rose $2.8 hillion,
cotton increased by $0.8 billion, and vegetables were up $1.0 billion. The increase
in corn receipts resulted from higher corn pricesin 1995 as corn production declined
due to the 7.5 percent acreage reduction requirement and lower average yields.
Cotton pricesin 1995 averaged higher than in 1994 as production declined. The
increase in vegetable cash receipts was led by |ettuce sales as prices climbed due to
the flooding in California’s prime lettuce production areas. Cattle and calves cash
receiptsfell $2.4 hillion in 1995 as ample supplies kept prices low.

The value of inventory adjustment was a negative $3.4 billion in 1995 as prod-
ucers reduced their holdings of commaodities due to lower grain production and tight
grain supplies that kept grain prices high. In 1994, the value of inventory adjustment
was $8.2 billion as producers held on to more crops due to the record crop production
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in 1994. The change in the value of inventory adjustment, a negative $11.6 billion,
caused gross farm income to decline while gross cash incomerose in 1995. It isalso
the primary reason why net farm income declined by $13.6 billion while net cash
income declined by $1.7 billion.

Cash expenses rose to $155.1 hillion in 1995. Purchased feed expenses rose by
$1.9 billion primarily due to increased corn prices. Other expenses rose $3.3 billion
dueto increasesin general production and management expenses and a boost in the
custom feeding expenses. Interest expenses rose $1.0 billion as the prices paid for
interest index rose 12 percent in 1995.

Net cash income measures the farm sector's cash income generated from farming
businesses during a calendar year. Farm businesses use the net cash income generated
from farming to purchase farm assets, reduce farm debt, and meet living expenses.
Net cash income is the sum of farm marketings, Government payments, and farm-
related income minus cash expenses. Cash expenses include purchased feed, seed,
livestock, fertilizer, lime, pesticides, fuel, oil, repair and maintenance, and other mis-
cellaneous expenses. Cash expenses for interest, property taxes, labor, and net rent to
nonoperator landlords are also included.

Net farm income measures the net value of agricultural commodities and ser-
vices produced by the farm sector during a calendar year. It includes the income and
expenses associated with the farmers' onfarm dwellings. The farm sector consists of
sole proprietorships, multifamily farms, partnerships, contractors, and vertically inte-
grated corporations involved in farming. Gross farm income is computed by sum-
ming the gross cash income from farming, noncash income, and the value of
inventory adjustment. Total production expenses are the sums of intermediate pro-
duction expenses, interest, labor, net rent to nonoperator landlords, capital consump-
tion, and property taxes. Net farm income isthe residual .



Farm Household Income

arm operators have been surveyed by the annual Farm Costs and Returns Survey

about the finances and production of their farms since 1985. Beginning in 1988
USDA has collected additional information about operator households. In 1995, 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
partnerships, and family corporations. Nonfamily corporations, cooperatives, and
institutional farms are not included in the household definition.

Like many other U.S. households, farm households receive income from avariety
of sources, one of which isfarming. The 1995 average household income for farm
operator households was $44,400, 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 effortsin occupations other
than farming. Off-farm income includes earned income such aswages 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 Socia Security.
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Table 3-3.

Net cash income and net farm income, 1994-95

Current dollars 1992 dollars*

Iltems 1994 1995 1994 1995
Million dollars

Gross farm income 215,840 210,399 205,758 195,538
Gross cash income 197,808 203,883 188,568 189,482
Farm marketings 180,775 185,750 172,331 172,630
Crops 92,646 98,906 88,318 91,920
Livestock and products 88,129 86,844 84,013 80,710
Government payments 7,879 7,252 7,511 6,740
Farm-related income 9,154 10,881 8,726 10,112
Noncash income 9,808 9,892 9,350 9,193
Value of home consumption 481 495 459 460
Gross rental value of dwellings 9,327 9,397 8,891 8,733
Operator and other dwellings 8,893 8,834 8,477 8,210
Hired laborer dwellings 434 563 414 523
Value of inventory adjustment 8,224 (3,376) 7,840 (3,137)
Total production expenses 167,444 175,581 159,622 163,179
Intermediate product expenses 103,365 109,667 98,536 101,921
Farm origin 41,250 42,548 39,323 39,543
Feed purchased 22,628 24,528 21,571 22,796
Livestock and poultry purchased 13,250 12,557 12,631 11,670
Seed purchased 5,373 5,463 5,122 5,077
Manufactured inputs 21,723 23,440 20,708 21,785
Fertilizer and lime 9,181 10,034 8,752 9,326
Pesticides 7,219 7,719 6,881 7,173
Fuel and oil 5,323 5,687 5,075 5,286
Other 40,392 43,679 38,505 40,593
Repair and maintenance 9,185 9,427 8,756 8,761
Other miscellaneous 31,207 34,252 29,749 31,833
Interest 11,807 12,757 11,255 11,856
Real estate 5,853 6,067 5,580 5,639
Nonreal estate 5,954 6,690 5,676 6,217
Contract and hired labor expenses 15,308 16,285 14,593 15,135
Net rent to nonoperator landlords? 11,525 10,873 10,987 10,105
Capital consumption 18,780 19,107 17,903 17,758
Property taxes 6,659 6,891 6,348 6,404
NET FARM INCOME 48,396 34,819 46,136 32,359
Gross cash income 197,808 203,883 188,568 189,482
Cash expenses 147,357 155,121 140,474 144,164
Cash expenses, excluding net rent 134,446 142,840 128,165 132,751
Intermediate product expenses 102,315 108,761 97,536 101,079
Interest 11,391 12,326 10,859 11,456
Cash labor expenses 14,874 15,723 14,179 14,612
Property taxes 5,866 6,030 5,592 5,604
Net rent to nonoperator landlords? 12,912 12,280 12,308 11,413
NET CASH INCOME#* 50,451 48,762 48,095 45,318

1Gross domestic product implicit price deflators are used to deflate the accounts to real dollars. 2Includes land-
lord capital consumption. 3Excludes landlord capital consumption. Excludes noncash items and income and

expenses of farm operator dwellings located on farms.
Source: USDA, Economic Research Service, Rural Economy Division.
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For the majority of farm operator households, off-farm incomeiscritical. Most
U.S. farms are small (Iess than $50,000 in gross sales) and are run by households that
depend mainly on off-farm income. About 49 percent of operators with small farms
reported a nonfarm major occupation in 1995, and another 21 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. In 1995, about a quarter of
farm households operated commercial-size farms with sales of more than $50,000.
These households provided most of U.S. farm production. However, even in house-
holds with the largest farms (sales of at least $500,000), off-farm income averaged
$31,300 per household.

Average household income and dependence on off-farm income also varies
among types of farm households. For example, 8 percent reported negative house-
hold income for 1995. On average, these households lost $40,700 from farming dur-
ing the year. About 27 percent had household income of $50,000 or more, with farm
income averaging $32,300. 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
househol ds associated with the oldest and youngest operators had the lowest average
household income. Data on operators' educational level show significant increasesin
average income with each higher educational level.

Figure 3-3.

Sources of income for average farm operator household, 1995

Farm income
$4,720

Wages and salaries (10.6%)
$23,443

(52.8%)

Other off-farm
income
$6,988
(15.7%)

Off-farm business income Interest and dividends
$5,820 $3,421
(13.1%) (7.7%)

Source: USDA, Economic Research Service, Rural Economy Division, 1995 Farm Costs and Returns Survey.
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Figure 3-4.

Average farm and off-farm income for farm operator households,
by size of farm, 1995

Size class of farm:* Source of income: [ Farm  [] Off farm

-$3,373

Less than $50,000
$43,187
$11,295
$50,000-$249,999
$29,320
$43,010
$250,000-$499,999
$29,298

$164,564
$500,000 and over

$31,261

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, Rural Economy Division, 1995 Farm Costs and Returns Survey



Net Farm Income by State

heranking of States by the aggregate value of net farm income reflects the size

of the State, the proportion of itsland that can be cultivated, the fertility of the
land and climate within the State, and the State's comparative advantage in producing
and marketing high-valued commaodities. Because these factors do not readily
change, the ranking of States remains stable over a period of years.

Californialed the Nation in 1995 with a net farm income of $4.3 hillion, fol-
lowed by North Carolinawith $2.9 billion, Texas with $2.4 billion, Georgia with $2.0
billion, and lowawith $1.8 billion.

Cadlifornia, at $22.3 hillion in cash receipts, led the Nation in the value of cash
receipts from al commaodities. Californias diversity in agricultural productionis evi-
denced by the State's top five commaodities from agricultural salesincluding dairy
products, greenhouse and nursery products, grapes, cotton, and lettuce. These com-
modities accounted for 44 percent of the State's cash receipts. Californiawas aso the
top producing State for agricultural sales from seven commodities: dairy products,
greenhouse and nursery products, hay, grapes, tomatoes, lettuce, and almonds.
Californiaalso had the highest production expenses of $19.1 hillion.

North Carolina, the second leading State in net farm income, ranked eighth in
gross farm income and ninth in production expense. North Carolina's top commodi-
tiesinclude hogs, broilers, and tobacco. These commodities accounted for 50 percent
of the State's agricultural commodity salesin 1995. North Carolinaled the Nation in
sales from tobacco and turkeys.
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Table 3-4.

Farm operator households and household income, by selected
characteristics, 1995

Number Average Share from
Item of households  household income! off-farm sources?
Number Dollars Percent
All operator households 2,036,810 44,392 89.4
Household income class:
Negative 170,331 (28,968) (40.4)
0-$9,999 210,182 5,470 183.0
$10,000 $24,999 443,779 17,643 112.7
$25,000 $49,999 668,579 36,507 96.2
$50,000 and over 543,938 113,918 717
Operator's major occupation:
Farm or ranch work 903,820 40,342 64.8
Other 797,718 53,425 108.9
Retired 335,272 33,815 94.9
Operator's age class:
Less than 35 years 168,825 32,506 93.4
35-44 years 407,345 47,266 89.3
45-54 years 476,807 51,953 91.6
55-64 years 469,052 50,421 87.7
65 years or older 514,780 33,518 87.2
Operator's educational level:
Less than high school 425,612 30,173 94.4
High school 819,087 41,479 87.3
Some college 443,374 48,726 85.8
College 348,736 63,075 93.1

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 is negative.

Source: USDA, Economic Research Service, Rural Economy Division, 1995 Farm Costs and Returns Survey.
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The third-ranking State in net farm income, Texas, ranked second in cash
receipts from all commaodities, with $13.3 billion in sales. Texas wasfirst in live-
stock’s receipts ($8.5 hillion) and fourth in crop receipts ($4.8 billion) for the Nation.
Texasisamore specialized State: 47 percent of its agricultural salesin 1995 came
from the State's top commodity, cattle and calves. Texas also led the Nation in cotton
sales. Texas ranked second in production expenses, $15.7 billion.

Georgiawas the fourth leading State in net farm income. Georgia ranked
eleventh in gross farm income and sixteenth in production expenses. The State
ranked eleventh in cash receipts with $5.2 billion. The State's five leading commodi-
tiesin 1995 were broilers, cotton, peanuts, eggs, and cattle and calves. Georgia led
the Nation in the production of broilers and peanuts.

lowa ranked fifth in net farm income, third in gross farm income and third in
production expenses. lowa's top five commaodities—corn, hogs, soybeans, cattle and
calves, and dairy products—comprised 81 percent of the State's sales from agricul-
tural production in 1995. lowa led the Nation in corn and hog sales.

Though Arkansas ranked eighth in net farm income and twenty-ninth in cash
receipts from the sales of all agricultural commodities, the State led the Nation in
sales from chicken eggs and ricein 1995.

Figure 3-5.

Net farm income, 1995

Il Top 10 States in ] Bottom 10 States in
net farm income net farm income

Source: USDA, Economic Research Service, Rural Economy Division
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State Rankings by Cash Receipts

Aranki ng by cash receipts of leading commodities within States conveys significant
information about the product mix within a State. Similarly, aranking of States
by cash receipts from sales of a specific commodity or commodity group can convey
information about the relative importance of the commodity to individua States and
geographic regions. Such rankings are an aid in analyzing the effects of weather,
changesin farm programs, or economic conditions affecting commodity prices.



Government Payments by Program and State

overnment payments were $7.3 billion in 1995, down 8 percent ($0.6 billion)

from the previous year. Government payments comprised 3.6 percent of gross
cash farm income in 1995. Government payments for cotton reached arecord low in
1995 due to high cotton prices. Some cotton producers had to refund a portion of the
previous fiscal year’s advanced deficiency payments because cotton market prices
exceeded the established target price. Strong wheat prices kept 1995 wheat Govern-
ment paymentsto alow level not seen since 1980. Government payments for feed
grains more than doubled in 1995 as record corn production in the fall of 1994 kept
corn priceslow in 1995.

Government payments are direct, nonrecoverable transfer payments to participat-
ing producers. Theroles of farm commodity programs and conservation policiesinsti-
tuted through direct Government payments are to support prices through restricting the
supply of specific commodities (Acreage Reduction Program, etc.), to directly support
farm incomes through cash transfers to farm operators (deficiency payments, etc.),
to support farm income in times of adverse weather or natural catastrophes (disaster
payments), and to maintain quality production and environmental controls through
conservation reserve programs (Wetlands Reserve Program, etc.).

Annual changesin the payment distribution among States reflect farm sector and
U.S. economic environment changes, crop yields, weather conditions, market prices,
and farm legidation modifications. Farm businesses that participate in commodity
programs vary in type and size across States depending on the State's production spe-
cialty, environmental and conservational needs, and the number of acres operated.

The Federal Agriculture Improvement and Reform Act of 1996, which was
signed into law in April 1996, fundamentally redesigns income support and supply
management programs for producers of wheat, corn, grain sorghum, barley, oats, rice,
and upland cotton. Government payments to producers who signed up for the pro-
gram are now fixed and are scheduled to decline through 2002. Dairy policy also
changes dramatically as price supports are phased out and milk marketing orders are
consolidated. The 1996 Act also alters the sugar and peanut programs. Farmers are
freer to ater their crop production in response to relative price signals from the mar-
ketplace. Farm income islikely to become more variable under the Act in response to
year-to-year changesin the supply and demand for covered commodities. Marketing
alternatives to manage price and production risk will become more important for
many farmers.
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Federal Government Program Participation
and Direct Payments

M ore than half of the farms specializing in crops were enrolled in Government
programsin 1995, and they accounted for three-quarters of the direct
Government payments received by farmers. Cash grain farms, including corn and
wheat farms, had the highest participation rates.

About 20 percent of farms specializing in livestock received direct Government
payments during 1995; dairy farms had the highest participation rate among livestock
farms (43 percent). Many farmers growing program-eligible crops fed the grain to
their livestock.

Direct Government payments were higher for crop farms, on average, than for
livestock farms. The U.S. average direct payment to all participating farms was
$8,207, but ranged from alow of $3,895 for poultry farmsto $11,938 for corn farms.



Number of Farms and Net Cash Income
by Sales Class

he number of farmsincreased dlightly to 2,071,520 in 1995, and the percent of

farmsin each major sales class remained relatively constant. Almost three-quar-
tersof al U.S. farms have annual sales of less than $50,000, while less than 1 percent
of all farms have sales greater than $1 million.

Farms with over $250,000 in sales account for less than 6 percent of all farms
but dominate American agricultural output. These large farms sell over 62 percent
of the Nation'slivestock and over 57 percent of the crops. They have 58 percent of
the gross cash income compared with 53 percent of the cash expenses. In 1995
approximately 75 percent of the Nation's net cash income was earned by them.

Less than one-third of the direct Government payments went to these farms.

Farmsin the largest sales class category, those with gross sales over $1 million,
tend to be specialized in certain commodities. In 1995, nearly one-third of the largest
farms were classified as fruit, vegetable, greenhouse, and nursery farms, meaning that
50 percent or more of their gross sales were derived from these products. Cattle and
dairy operations were tied for second place, with each accounting for slightly over
17 percent of the largest farms.

More than athird of the largest farms were located in the Pacific region Thisis
due to the heavy concentration of farms specializing in fruit, vegetable, greenhouse,
and nursery in that region. Each of the remaining regions contained less than 10 per-
cent of the largest farms, with the Delta region accounting for the smallest number
of the largest farms.

Large farms, those with sales from $500,000 to $999,999, have different charac-
teristics from the largest farms. More than 25 percent of the large farms focused on
cash grain production. Next in importance were farms specialized in fruit, vegetables,
greenhouse, and nursery products. Each of the following farm types account for 9 to
12 percent of the large farms: corn and soybeans, poultry, hogs, and dairy.
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With cash grains and hogs being important enterprise types for large farms, it is
not surprising to find the Corn Belt region has the greatest number of large farms,
with 24 percent of the total in 1995. The Pacific region, with large numbers of the
fruit, vegetable, greenhouse and nursery farms, has the second largest number of
large farms, followed by the Southeast region, where large poultry operations are
concentrated.

Mid-sized farm operations, those with sales of $50,000 or more but less than
$500,000, are dominated by operations speciaizing in cash grains. Corn and soybean
and other cash grain operations account for roughly 38 percent of these farms. Both
dairy and cattle operations account for more than 10 percent of the total mid-size
farms. Not surprisingly, the Corn Belt also has the largest number of mid-size farms,
followed by the Northern Plains and the L ake States regions.

Small farm operations, those with sales under $50,000, are dominated by cattle
operations, which accounted for 40 percent of these farms. Field crop operations and
other livestock operations each account for slightly more than 15 percent of these
small farms. Cash grain farms make up 13 percent of the total. The Corn Belt,
Appalachian, and Southern Plains regions each have over 15 percent of the smaller
farm operations due to the large number of small cattle operations in each of these
regions.
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Rural
America

Rural Population

oday, the United Statesis primarily metropolitan. People who livein large cities

and their suburbs account for 80 percent of the total population. Nonmetro-
politan people outside large cities and suburban counties numbered about 53.9
million in 1996.

Although nonmetro population increased in both the 1970's and 1980's, its pro-
portion of the total population fell slightly because the metro popul ation grew even
more rapidly.

After 1970, most nonmetro counties that were losing population in the 1960's
began to grow again because of job development, commuting, or the development of
retirement communities that drew retirees in from other areas. However, after 1980,
low farm income conditions and a slump in mining and manufacturing employment
led to a slow but widespread decline in rural population. From 1980 to 1990, about
half of all nonmetro counties decreased in population, generally in the same areas
that declined before 1970. Some nonmetro counties, though, grew enough as retire-
ment or recreation areas, or from commuting to metro jobs, to produce overall non-
metro population growth during the decade.

Since 1990, there is evidence once again of increased retention of peoplein rural
areas. From 1990 to 1996, the population of nonmetro counties grew at an annual
pace more than double that of the 1980's, with far fewer counties declining. This
change has affected all types of counties and most regions of the country. Improve-
ment in rural economic conditionsis 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 areas that are depen-
dent on farming, three-fourths of which have continued to have more people moving
out thanin.

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 till
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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Figure 4-1.

Age distribution of U.S. Metro and Nonmetro population, 1996
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graduated from high school and began their entry into the labor force in 1982 until
the oldest members reach 65 in 2011, the United States has had and will continue to
have a favorable balance of people in income-producing age groups. All parts of the
country benefit from the current age structure.

A metro area, by definition, must have an urban nucleus of at least 50,000
people, and may include fringe counties that are linked to that nucleus because their
workers commute to the central area. All other counties are nonmetro. Because of
migration, which consists primarily of young adults and their children, metro areas
captured amuch higher percentage of the “baby boomers.” The higher metro percent-
age of working-age adults has been a persistent pattern for most of this century. Metro/
nonmetro differences among the youngest and oldest have become increasingly large.
In areversal of previoustrends, the birth ratesin metro areasin the last 5 years have
been greater than in nonmetro areas. In large measure, thisreversal isdueto the
delayed childbearing among women in the large metro baby boom segment. Birth
rates for nonmetro women are higher at younger ages, particularly for womenin
their twenties, an age group not well represented in nonmetro areas.

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 1990. 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, placed a
higher proportion of older people in nonmetro areas; the percentage of nhonmetro
population age 60 or older was 18 percent in 1996, compared with 15 percent in
metro areas. For the first time since 1960, metro children under 10 outnumber metro
preteens and teenagers. Thisis not true for nonmetro areas.
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In 1990, 8.7 million nonmetro residents belonged to one of four minority groups:
Blacks, Hispanics, Asians (including Pecific 1slanders), and Native Americans.
Blacks made up close to two-thirds of the nonmetro minority population in 1980, but
their share declined as other groups grew much faster during the 1980's. Minorities
congtituted only 14 percent of the total nonmetro population in 1980, but they
accounted for 50 percent of the people added during the 1980's. Their 15 percent rate
of growth was more than five times the rate for Whites. For all minorities except
Native Americans, however, growth rates were even higher in metro areas during the
1980's, so that the share of U.S. minoritiesliving in nonmetro areas declined slightly
from 16 to 14 percent. Minorities are still much more likely than Whitesto livein
metro areas, but their presence in nonmetro areasisincreasing.

Table 4-1.

Nonmetro population by race and ethnicity, 1980-1990
Share of U.S. population

Population in nonmetro areas
Change Change
Race/ethnic group 1980 1990 1980-90 1980-90 1980 1990
Thousands Percent
White 46,753 47,863 1,110 2.4 25.4 24.7
Minority 7,624 8,688 1,064 14.0 16.5 14.1
Black 4,770 4,923 153 3.2 18.0 16.4
Hispanic?t 1,786 2,329 543 30.4 12.2 104
Native American? 759 971 212 27.9 49.5 49.6
Asian 309 465 156 50.5 8.3 6.4

1Hispanics can be of any race.
2Native Americans include American Indians, Eskimos, and Aleuts.
Source: 1980 and 1990 Censuses of Population.

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 the number of rural goods producing jobs was stronger during
the 1970's than during the 1980's or early 1990's. Much of the growth during the
1970's was attributabl e to national manufacturing firms that opened branch plants
inrural areas and also to booming construction activities. While goods-producing
industries normally 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 386,000 (1.8 percent
annually) and jobs in mining declined by 119,000 (2.4 percent annually), while man-
ufacturing increased dlightly by 15,000 jobs. Nonmetro areas also lost goods-produc-
ing jobs during the 1990-91 recession, but have gained jobsin more recent years. For
the early 1990's as awhol e, the number of nonmetro goods-producing jobs increased
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by 230,000, with manufacturing, construction, and agricultural services/forestry/
fishing jobs increasing while farming and mining jobs continued to decline.

Service-Producing Industries

Nonmetro service-producing industries grew steadily during 1969-94, creating
almost 6.2 million new jobsin the period. Local consumer activities, business
services, recreational services, and retailing accounted for most of the job growth in
rural areas. Similar to the goods producing industries, the number of rural services-
producing jobs grew faster during the 1970's (3 percent annually) than during the
1980's (2 percent annually). But during the early 1990's nonmetro services producing
jobs nearly regained their rapid growth rate of the 1970's, adding about 1.7 million
jobs during 1989-94 (2.8 percent).

Total Employment

Nonmetro areas gained jobs at a rate comparable to that of metro areas during the
1970's, but fell far behind metro growth during the 1980's. Nonmetro areas suffered
more in the two recessions of the early 1980's and benefited less from the 1982-89
recovery than did metro areas. As aresult, employment growth was considerably
slower in nonmetro (0.9 percent annually) than in metro areas (2.1 percent annually)
during 1979 89. More encouraging is the most recent performance of rura 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 annua rate during
1989-94; in metro areas, jobs grew at only a 1.0 percent annual rate. Most of the non-
metro growth wasin services producing industries, 1.7 million out of 2.2 million total
new jobs. Goods producing industries contributed 230,000 new nonmetro jobs while
nearly 1.2 million goods-producing jobs were lost by metro areas.

Table 4-2.

Nonmetro and metro job growth in selected industries, 1969-94

Change

Industry 1969 1979 1989 1994 1989-94
Thousands Percent

Nonmetro total 17,738 21,713 23,849 26,054 9.2
Goods-producing 7,467 8,553 8,227 8,457 2.8
Manufacturing 3,599 4,229 4,244 4,411 3.9

Services-producing 7,107 9,521 11,605 13,299 14.6
Services 2,673 3,567 4,812 5,775 20.0

Government 3,163 3,639 4,018 4,299 7.0
Metro total 73,140 91,250 112,565 118,337 5.1
Goods-producing 22,698 24,610 24,614 23,462 -4.7
Manufacturing 16,944 17,264 15,786 14,614 -7.4

Services-producing 37,523 51,743 71,211 77,548 8.9
Services 13,757 20,153 31,452 36,464 15.9

Government 12,919 14,897 16,740 17,326 35

Source: U.S. Department of Commerce, Bureau of Economic Analysis
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Table 4-3.

Nonmetro job growth by industry, 1969-94

Change

Industry 1969 1979 1989 1994 1989-94
Thousands Percent

Nonmetro 17,738 21,713 23,849 26,054 9.2
Goods-producing 7,467 8,553 8,227 8,457 2.8
Farming 2,542 2,355 1,968 1,834 -6.8

ASFF* 165 241 363 470 29.3

Mining 360 549 430 376 -12.5

Construction 801 1,179 1,221 1,366 11.9

Manufacturing 3,599 4,229 4,244 4,411 3.9

Services-producing 7,107 9,521 11,605 13,299 14.6
TCPU** 729 909 987 1,094 10.9
Wholesale trade 426 757 787 843 7.0
Retail trade 2,545 3,235 3,916 4,439 13.4
FIRE*** 734 1,053 1,103 1,148 4.1
Services 2,673 3,567 4,812 5,775 20.0
Government 3,163 3,639 4,018 4,299 7.0

*Agricultural services, forestry, and fishing

**Transportation, communication, and public utilities

***Finance, insurance, and real estate

Sources: U.S. Department of Commerce, Bureau of Economic Analysis.

Nonmetropolitan Employment and Wages

n 1996, 25.3 million people 16 years old and older were in the nonmetropolitan

work force, either at work or looking for work. On average, 5.6 percent or 1.4 mil-
lion of these workers were unemployed during the year. Unemployment rates are par-
ticularly high among nonmetro minorities and teenagers. In 1996, 15.2 percent of
teenagers, 12.9 percent of Blacks, and 8.4 percent of Hispanicsin nonmetro areas
were unemployed. The official unemployment rate excludes those jobless people not
actively seeking work, but who indicate they want or are available for work (margin-
ally attached workers), and part-time workers who want full-time jobs. The nonmetro
adjusted unemployment rate, which includes marginally attached workers and invol-
untary part-time workers, was 9.1 percent.

Nonmetro unemployment fell from 7.2 percent in 1992 to 5.6 percent in 1996, as
rural areas participated in the continuing national economic expansion. During the
1980's, unemployment rates were consistently higher in nonmetro areasthan in
metro. Although the nonmetro rate dipped below the metro rate for afew years after
the 1990-91 recession, metro and nonmetro unemployment rates were similar in 1996
(5.4 and 5.6 percent, respectively). The nonmetro adjusted unemployment rate has
remained higher than the metro rate throughout the 1990's. In 1996, the nonmetro
unadjusted rate was 9.1 percent, slightly above the 8.8 percent metro rate.
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Nonmetro earnings failed to keep pace with inflation during the 1980's. The
inflation-adjusted, average nonmetro weekly earnings for wage and salary workers
fell 12.5 percent between 1979 and 1990, from $472 to $413 (1996 dollars). Average
metro weekly earnings fell asmaller 1.3 percent between 1979 and 1993. As aresult,
the metro/nonmetro average weekly earnings gap grew by 74.3 percent, increasing
from $70 to $122 (1996 dollars). From 1990 to 1996, however, nonmetro weekly
earnings increased 4.8 percent, to $432 (1996 dollars), while metro earnings contin-
ued to fall. About half the widening of the metro/nonmetro earnings gap that occurred
in the 1980's closed after 1990.

Table 4-4.

Average weekly earnings for metro and nonmetro wage and salary
workers, 1979-96

Year U.S. Metro Nonmetro  Rural Wage Gap
1996 dollars

1979 521 542 472 70

1990 510 535 413 122

1996 510 527 432 95
Percent

1979-90 change -2.1 -1.3 -12.5 74.3

1990-96 change 0.0 -1.4 4.8 -22.1

Source: Current Population Survey, Bureau of the Census

Table 4-5.

Unemployment rates among various metro and nonmetro groups,
1996

Nonmetro Metro United States

Thousands
Civilian labor force 25,318 108,540 133,943
Total employment 23,904 102,656 126,708
Unemployed 1,414 5,883 7,236

Unemployment rate: Percent
All civilian workers 5.6 5.4 5.4
Men 5.4 5.4 5.4
Women 5.8 54 55
Teenagers 15.2 17.3 16.8
White 4.7 4.1 4.2
Black 12.9 10.3 10.6
Hispanic 8.4 9.0 8.9
Adjusted unemployment rate’ 9.1 8.8 8.9

*Unemployment rate adjusted to include marginally attached workers and workers employed part-time for eco-
nomic reasons.
Source: Current Population Survey, Bureau of the Census.

57



Table 4-6.

Median household income by race and Hispanic ethnicity
Rural household income is well below that in urban areas, and rural minorities experience
substantial economic disadvantage.

Nonmetro- Real change
Household income metro
Race-ethnicity 1994 gap* Nonmetro Nonmetro
Nonmetro Metro 1993-94 1990-94
Dollars Percent
Total 26,280 34,518 23.9 1.6 2.1
White non-Hispanic 27,746 38,286 27.5 2.4 -2.9
Black 15,780 22,220 29.0 NA NA
Hispanic 18,759 23,917 21.6 NA NA

Note: Nonmetro-metro difference is statistically significant in each race ethnic category. Change in nonmetro
income is statistically significant only for white non-Hispanics from 1990-94. Sample sizes are too small to reli-
ably estimate change over time for Blacks and Hispanics.

*Percent by which nonmetro income is lower than metro.

Figure 4-2.

Unemployment rates by residence, 1979-96
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1Separate metro and nonmetro estimates are not available for 1994 and 1995.
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Table 4-7.

Median household income by household type

1994 household income Nonmetro-

Household type Nonmetro Metro metro gap”
Dollars Percent

Married-couple household 35,535 49,490 28.2
Male householder with family 26,357 32,277 18.3
Female householder with family 15,962 21,156 21.7
Male living alone 11,192 16,556 32.4

Note: Nonmetro-metro difference is statistically significant in each category.
*Percent by which nonmetro income is lower than metro.
Source: prepared by ERS using U.S. Bureau of the Census Current Population Survey data.

Rural Income and Poverty

ural median household income was $26,280 in 1994, up 1.6 percent from 1993

after adjusting for inflation, but still dlightly below the median at the beginning
of the decade. Median rural household income continuesto fall short of that in urban
areas by nearly 24 percent. Incomes were substantially lower for rural minorities, for
families headed by women, and for women living alone.

The poverty rate in rural Americawas 16.4 percent in 1994. The rural urban
poverty gap, at 2.4 percentage points, was as small asit has been since poverty statis-
tics have been calculated. Although the decrease of nearly a percentage point in the
rural poverty rate from 1993-94 was not statistically significant, the trend of gradu-
ally increasing poverty observed during the previous years appears to have stopped.
Over half of the rural poor (52 percent) live in the South, a disproportionate concen-
tration compared with the South's 44 percent of the total rural population.

Families headed by women experienced the highest poverty rates of all family
types (45.0 percent in rural areas and 36.8 percent in urban), and a high proportion of
rural women living alone were also poor (33.0 percent). Nearly one-fourth of rural
children lived in poor families.

Poverty among Blacksin inner cities receives much more public attention than
does that among rural Blacks, yet the 1994 poverty rate for rural blacks (36.4 percent)
was comparable to that for central-city Blacks (33.6 percent). And nearly half of all
rural Black children (48.2 percent) lived in families with bel ow-poverty-level income.

Rural Public Services

R ural local governments face special problemsin providing servicesfor their citi-
zens. Thefollowing arerural characteristics that affect waysin which rural local
governments provide services:
= | solation, the geographic separation of rural areas from metropolitan cen-
ters, leads to low utilization rates for rural public services, inadequate
response times for emergency services, and the detachment of service deliv-
ery professionals from their colleagues.
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= Low population density means higher per unit costs of some services and
the inability to supply specialized help (for example, for the handicapped)
because the area cannot support the services for so few clients.

s Lack of fiscal resources puts many rural communitiesin afinancial squeeze
with resulting service deprivation for local residents.

s Thelack of an adequate supply of trained personnel has severa implica
tionsfor service delivery in rural communities. Critical functions may go
understaffed, scarce employees are often overworked, service quality and
quantity suffer, and long-range planning becomes difficult.

Isolated rural communities often suffer from medical services and facilities that
are of lower quality than those found in metro areas. Even if medical care services
were evenly distributed across the Nation, and were of equal quality, it islikely that
nonmetro residents with chronically low incomes would still have serious difficulty
receiving adequate care in a complex medical system where access is based mainly
on the ahility to pay.

Because many rural communities are small and isolated, and lack financial
resources and trained personnel, similar problems are encountered in the provision of

Figure 4-3.

Poverty rate by residence, 1959-1994

Percent poor
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* Poverty rates for 1985 to 1994 are based on the 1983 metropolitan area delineations.

Source: Prepared by ERS using data from U.S. Bureau of the Census P-60 series 1974-1994
and Current Population Survey data March 1995.
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Figure 4-4.

Poverty rates by population group, 1994
Nonmetro residence increased poverty risk for all groups.
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Source: U.S. Bureau of the Census Current Population Survey

other rural public services. Various approaches have been taken to deal with these
problems:
= Some communities contract with private-sector firms to provide services.
For example, 36 percent of rural localities contract out legal servicesto
for-profit firms rather than perform such services themselves.
= Some communities that want to attract new residents and businesses may
find it beneficial to cooperate with other towns and share in the cost of fur-
nishing services they cannot afford by themselves. Rural communities can
work together in avariety of ways, and mutua aid is one way. Such an
approach is commonly used for fire and police protection.
= Another approach isfor one community to sell aparticular serviceto
another. About 23 percent of isolated rural governments contract with other
governments for solid waste disposal, about 19 percent for the operation
of libraries, and 18 percent for tax assessing.
=  Still another method of cooperation isjoint action, especially for large pro-
jects such as building and operating hospitals or airports. Various methods
of dividing costs and creating joint committees or governing boards are
worked out for such projects.
Although most rural community residents do not enjoy the same level of public
services available to urban area residents, much progress has been made in improving
some rural services over the last 30 years. Rising incomes and increased aid from
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higher level governments have made possible more and better programs for rural
governments.

The management capacity of rural governmentsto plan and carry out these pro-
grams has improved. For example, in the 1960’s and 1970’s a nationwide system of
multicounty substate regional agencies was developed to help rural communities plan
for and manage their new population growth.

Still, the institutional base of rural governmentsis more fragile than that of urban
areas, and these isolated governments remain more vulnerable to external changes
than do metropolitan governments.

Federal Funding for Rural Area Development

n 1994, Federal funds reaching nonmetro counties averaged $4,469 per person,
while funding to metro counties averaged $5,261 per person.

Federal funding includes grants, loans, and other payments to support agricul-
ture, forest management, housing, transportation, education, health, public assistance,
Social Security, veterans benefits, defense, energy, and so on. Figures on the metro-
nonmetro distribution of funds are based on the share of Federal funds that can be
reliably traced to county levels. Interest on the national debt has been excluded for
analytic purposes.

Nonmetro counties received a much larger share of their funds from income
security programs, especially retirement and disability programs. About 40 percent
of nonmetro funds were for such programs, compared with 30 percent of the metro
funds. However, significant regional differences exist. The nonmetro Midwest
received the least amount of Federal funds, $4,304 per person, while the nonmetro
Northeast and South received only slightly higher amounts per person. The nonmetro
West received the highest amount of Federal funds, $4,833 per person. The nonmetro
West received the highest amounts of per capitaloans, salary and wages, and pro-
curement contracts from the Federal Government. However, the nonmetro West
received only about 35 percent of its Federal funds per person for income security
programs, compared to about 40 percent for the nonmetro Northeast, 41 percent for
nonmetro Midwest, and 42 percent for the nonmetro South.
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Table 4-8.

Federal funds per capita, FY 1994

Metro Nonmetro
Object class of funds All counties counties counties
Dollars
All Federal funds, including loans 5,100 5,261 4,469
Salaries and wages 643 712 371
Procurement contracts 669 771 273
Direct Payments to individuals 2,530 2,494 2,669
For retirement and disability 1,643 1,601 1,807
Other than retirement 887 893 862
Other direct payments 44 16 154
Grants 645 641 663
Loans 568 627 338
Direct loans 59 43 123
Guaranteed loans 509 584 215
All expenditures, excluding loans 4,532 4,634 4,131
Note: Details may not add due to rounding.
Source: Prepared by the ERS/RED staff using data from the U.S. Bureau of the Census.
Table 4-9.
Distribution of Federal funds per capita in the nonmetro regions,
FY 1994
Northeast Midwest South West
Object class of funds Region Region Region Region
Dollars
All Federal funds,
including loans 4,453 4,304 4,463 4,833
Salaries and wages 457 309 324 576
Procurement contracts 308 164 235 535
Direct Payments
to individuals 2,712 2,669 2,760 2,382
For retirement disability 1,801 1,769 1,878 1,688
Other than retirement 911 900 882 694
Other direct payments 13 269 111 138
Grants 663 541 736 701
Loans 229 353 297 501
Direct loans 62 157 122 99
Guaranteed loans 167 196 175 402
All expenditures,
excluding loans 4,224 3,954 4,166 4,332

Note: Details may not add due to rounding.

Source: Prepared by the RED/ERS staff using data from the U.S. Bureau of the Census.
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Rural Population

Today, the United Statesis primarily metropolitan. People who livein large cities
and their suburbs account for 80 percent of the total population. Nonmetro-
politan people outside large cities and suburban counties numbered about 53.9
million in 1996.

Although nonmetro population increased in both the 1970's and 1980's, its pro-
portion of the total population fell dightly because the metro population grew even
more rapidly.

After 1970, most nonmetro counties that were losing population in the 1960's
began to grow again because of job development, commuting, or the development of
retirement communities that drew retireesin from other areas. However, after 1980,
low farm income conditions and a slump in mining and manufacturing employment
led to a slow but widespread decline in rural population. From 1980 to 1990, about
half of all nonmetro counties decreased in population, generally in the same areas
that declined before 1970. Some nonmetro counties, though, grew enough as retire-
ment or recreation areas, or from commuting to metro jobs, to produce overall non-
metro population growth during the decade.

Since 1990, there is evidence once again of increased retention of peoplein rural
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 all types of counties and most regions of the country. Improve-
ment in rural economic conditionsis 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 areas that are depen-
dent on farming, three-fourths of which have continued to have more people moving
out thanin.



Age and Race

ge 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 | 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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Figure 4-1.

Age distribution of U.S. Metro and Nonmetro population, 1996
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graduated from high school and began their entry into the labor force in 1982 until
the oldest members reach 65 in 2011, the United States has had and will continue to
have a favorable balance of people in income-producing age groups. All parts of the
country benefit from the current age structure.

A metro area, by definition, must have an urban nucleus of at least 50,000
people, and may include fringe counties that are linked to that nucleus because their
workers commute to the central area. All other counties are nonmetro. Because of
migration, which consists primarily of young adults and their children, metro areas
captured amuch higher percentage of the “baby boomers.” The higher metro percent-
age of working-age adults has been a persistent pattern for most of this century. Metro/
nonmetro differences among the youngest and oldest have become increasingly large.
In areversal of previoustrends, the birth ratesin metro areasin the last 5 years have
been greater than in nonmetro areas. In large measure, thisreversal isdueto the
delayed childbearing among women in the large metro baby boom segment. Birth
rates for nonmetro women are higher at younger ages, particularly for womenin
their twenties, an age group not well represented in nonmetro areas.

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 1990. 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, placed a
higher proportion of older people in nonmetro areas; the percentage of nhonmetro
population age 60 or older was 18 percent in 1996, compared with 15 percent in
metro areas. For the first time since 1960, metro children under 10 outnumber metro
preteens and teenagers. Thisis not true for nonmetro areas.
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In 1990, 8.7 million nonmetro residents belonged to one of four minority groups:
Blacks, Hispanics, Asians (including Pecific 1slanders), and Native Americans.
Blacks made up close to two-thirds of the nonmetro minority population in 1980, but
their share declined as other groups grew much faster during the 1980's. Minorities
congtituted only 14 percent of the total nonmetro population in 1980, but they
accounted for 50 percent of the people added during the 1980's. Their 15 percent rate
of growth was more than five times the rate for Whites. For all minorities except
Native Americans, however, growth rates were even higher in metro areas during the
1980's, so that the share of U.S. minoritiesliving in nonmetro areas declined slightly
from 16 to 14 percent. Minorities are still much more likely than Whitesto livein
metro areas, but their presence in nonmetro areasisincreasing.

Table 4-1.

Nonmetro population by race and ethnicity, 1980-1990
Share of U.S. population

Population in nonmetro areas
Change Change
Race/ethnic group 1980 1990 1980-90 1980-90 1980 1990
Thousands Percent
White 46,753 47,863 1,110 2.4 25.4 24.7
Minority 7,624 8,688 1,064 14.0 16.5 14.1
Black 4,770 4,923 153 3.2 18.0 16.4
Hispanic?t 1,786 2,329 543 30.4 12.2 104
Native American? 759 971 212 27.9 49.5 49.6
Asian 309 465 156 50.5 8.3 6.4

1Hispanics can be of any race.
2Native Americans include American Indians, Eskimos, and Aleuts.
Source: 1980 and 1990 Censuses of Population.



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 the number of rural goods producing jobs was stronger during
the 1970's than during the 1980's or early 1990's. Much of the growth during the
1970's was attributabl e to national manufacturing firms that opened branch plants
inrural areas and also to booming construction activities. While goods-producing
industries normally 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 386,000 (1.8 percent
annually) and jobs in mining declined by 119,000 (2.4 percent annually), while man-
ufacturing increased dightly by 15,000 jobs. Nonmetro areas also lost goods-produc-
ing jobs during the 1990-91 recession, but have gained jobsin more recent years. For
the early 1990's as awhol e, the number of nonmetro goods-producing jobs increased
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by 230,000, with manufacturing, construction, and agricultural services/forestry/
fishing jobs increasing while farming and mining jobs continued to decline.

Service-Producing Industries

Nonmetro service-producing industries grew steadily during 1969-94, creating
almost 6.2 million new jobsin the period. Local consumer activities, business
services, recreational services, and retailing accounted for most of the job growth in
rural areas. Similar to the goods producing industries, the number of rural services-
producing jobs grew faster during the 1970's (3 percent annually) than during the
1980's (2 percent annually). But during the early 1990's nonmetro services producing
jobs nearly regained their rapid growth rate of the 1970's, adding about 1.7 million
jobs during 1989-94 (2.8 percent).

Total Employment

Nonmetro areas gained jobs at a rate comparable to that of metro areas during the
1970's, but fell far behind metro growth during the 1980's. Nonmetro areas suffered
more in the two recessions of the early 1980's and benefited less from the 1982-89
recovery than did metro areas. As aresult, employment growth was considerably
slower in nonmetro (0.9 percent annually) than in metro areas (2.1 percent annually)
during 1979 89. More encouraging is the most recent performance of rura 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 annua rate during
1989-94; in metro areas, jobs grew at only a 1.0 percent annual rate. Most of the non-
metro growth wasin services producing industries, 1.7 million out of 2.2 million total
new jobs. Goods producing industries contributed 230,000 new nonmetro jobs while
nearly 1.2 million goods-producing jobs were lost by metro areas.

Table 4-2.

Nonmetro and metro job growth in selected industries, 1969-94

Change

Industry 1969 1979 1989 1994 1989-94
Thousands Percent

Nonmetro total 17,738 21,713 23,849 26,054 9.2
Goods-producing 7,467 8,553 8,227 8,457 2.8
Manufacturing 3,599 4,229 4,244 4,411 3.9

Services-producing 7,107 9,521 11,605 13,299 14.6
Services 2,673 3,567 4,812 5,775 20.0

Government 3,163 3,639 4,018 4,299 7.0
Metro total 73,140 91,250 112,565 118,337 5.1
Goods-producing 22,698 24,610 24,614 23,462 -4.7
Manufacturing 16,944 17,264 15,786 14,614 -7.4

Services-producing 37,523 51,743 71,211 77,548 8.9
Services 13,757 20,153 31,452 36,464 15.9

Government 12,919 14,897 16,740 17,326 35

Source: U.S. Department of Commerce, Bureau of Economic Analysis
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Table 4-3.

Nonmetro job growth by industry, 1969-94

Change

Industry 1969 1979 1989 1994 1989-94
Thousands Percent

Nonmetro 17,738 21,713 23,849 26,054 9.2
Goods-producing 7,467 8,553 8,227 8,457 2.8
Farming 2,542 2,355 1,968 1,834 -6.8

ASFF* 165 241 363 470 29.3

Mining 360 549 430 376 -12.5

Construction 801 1,179 1,221 1,366 11.9

Manufacturing 3,599 4,229 4,244 4,411 3.9

Services-producing 7,107 9,521 11,605 13,299 14.6
TCPU** 729 909 987 1,094 10.9
Wholesale trade 426 757 787 843 7.0
Retail trade 2,545 3,235 3,916 4,439 13.4
FIRE*** 734 1,053 1,103 1,148 4.1
Services 2,673 3,567 4,812 5,775 20.0
Government 3,163 3,639 4,018 4,299 7.0

*Agricultural services, forestry, and fishing

**Transportation, communication, and public utilities

***Einance, insurance, and real estate

Sources: U.S. Department of Commerce, Bureau of Economic Analysis.



Nonmetropolitan Employment and Wages

n 1996, 25.3 million people 16 years old and older were in the nonmetropolitan

work force, either at work or looking for work. On average, 5.6 percent or 1.4 mil-
lion of these workers were unemployed during the year. Unemployment rates are par-
ticularly high among nonmetro minorities and teenagers. In 1996, 15.2 percent of
teenagers, 12.9 percent of Blacks, and 8.4 percent of Hispanicsin nonmetro areas
were unemployed. The officia unemployment rate excludes those jobless people not
actively seeking work, but who indicate they want or are available for work (margin-
ally attached workers), and part-time workers who want full-time jobs. The nonmetro
adjusted unemployment rate, which includes marginally attached workers and invol-
untary part-time workers, was 9.1 percent.

Nonmetro unemployment fell from 7.2 percent in 1992 to 5.6 percent in 1996, as
rural areas participated in the continuing national economic expansion. During the
1980's, unemployment rates were consistently higher in nonmetro areasthan in
metro. Although the nonmetro rate dipped below the metro rate for afew years after
the 1990-91 recession, metro and nonmetro unemployment rates were similar in 1996
(5.4 and 5.6 percent, respectively). The nonmetro adjusted unemployment rate has
remained higher than the metro rate throughout the 1990's. In 1996, the nonmetro
unadjusted rate was 9.1 percent, slightly above the 8.8 percent metro rate.
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Nonmetro earnings failed to keep pace with inflation during the 1980's. The
inflation-adjusted, average nonmetro weekly earnings for wage and salary workers
fell 12.5 percent between 1979 and 1990, from $472 to $413 (1996 dollars). Average
metro weekly earnings fell asmaller 1.3 percent between 1979 and 1993. As aresult,
the metro/nonmetro average weekly earnings gap grew by 74.3 percent, increasing
from $70 to $122 (1996 dollars). From 1990 to 1996, however, nonmetro weekly
earnings increased 4.8 percent, to $432 (1996 dollars), while metro earnings contin-
ued to fall. About half the widening of the metro/nonmetro earnings gap that occurred
in the 1980's closed after 1990.

Table 4-4.

Average weekly earnings for metro and nonmetro wage and salary
workers, 1979-96

Year U.S. Metro Nonmetro  Rural Wage Gap
1996 dollars

1979 521 542 472 70

1990 510 535 413 122

1996 510 527 432 95
Percent

1979-90 change -2.1 -1.3 -12.5 74.3

1990-96 change 0.0 -1.4 4.8 -22.1

Source: Current Population Survey, Bureau of the Census

Table 4-5.

Unemployment rates among various metro and nonmetro groups,
1996

Nonmetro Metro United States

Thousands
Civilian labor force 25,318 108,540 133,943
Total employment 23,904 102,656 126,708
Unemployed 1,414 5,883 7,236

Unemployment rate: Percent
All civilian workers 5.6 5.4 5.4
Men 5.4 5.4 5.4
Women 5.8 54 55
Teenagers 15.2 17.3 16.8
White 4.7 4.1 4.2
Black 12.9 10.3 10.6
Hispanic 8.4 9.0 8.9
Adjusted unemployment rate’ 9.1 8.8 8.9

*Unemployment rate adjusted to include marginally attached workers and workers employed part-time for eco-
nomic reasons.
Source: Current Population Survey, Bureau of the Census.
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Table 4-6.

Median household income by race and Hispanic ethnicity
Rural household income is well below that in urban areas, and rural minorities experience
substantial economic disadvantage.

Nonmetro- Real change
Household income metro
Race-ethnicity 1994 gap* Nonmetro Nonmetro
Nonmetro Metro 1993-94 1990-94
Dollars Percent
Total 26,280 34,518 23.9 1.6 2.1
White non-Hispanic 27,746 38,286 27.5 2.4 -2.9
Black 15,780 22,220 29.0 NA NA
Hispanic 18,759 23,917 21.6 NA NA

Note: Nonmetro-metro difference is statistically significant in each race ethnic category. Change in nonmetro
income is statistically significant only for white non-Hispanics from 1990-94. Sample sizes are too small to reli-
ably estimate change over time for Blacks and Hispanics.

*Percent by which nonmetro income is lower than metro.

Figure 4-2.

Unemployment rates by residence, 1979-96
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1Separate metro and nonmetro estimates are not available for 1994 and 1995.
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Table 4-7.

Median household income by household type

1994 household income Nonmetro-

Household type Nonmetro Metro metro gap”
Dollars Percent

Married-couple household 35,535 49,490 28.2
Male householder with family 26,357 32,277 18.3
Female householder with family 15,962 21,156 21.7
Male living alone 11,192 16,556 32.4

Note: Nonmetro-metro difference is statistically significant in each category.

*Percent by which nonmetro income is lower than metro.

Source: prepared by ERS using U.S. Bureau of the Census Current Population Survey data.



Rural Income and Poverty

ural median household income was $26,280 in 1994, up 1.6 percent from 1993

after adjusting for inflation, but still slightly below the median at the beginning
of the decade. Median rura household income continuesto fall short of that in urban
areas by nearly 24 percent. Incomes were substantially lower for rural minorities, for
families headed by women, and for women living alone.

The poverty rate in rural Americawas 16.4 percent in 1994. The rural urban
poverty gap, at 2.4 percentage points, was as small asit has been since poverty statis-
tics have been calculated. Although the decrease of nearly a percentage point in the
rural poverty rate from 1993-94 was not statistically significant, the trend of gradu-
ally increasing poverty observed during the previous years appears to have stopped.
Over half of the rural poor (52 percent) live in the South, a disproportionate concen-
tration compared with the South's 44 percent of the total rural population.

Families headed by women experienced the highest poverty rates of all family
types (45.0 percent in rural areas and 36.8 percent in urban), and a high proportion of
rural women living alone were also poor (33.0 percent). Nearly one-fourth of rural
children lived in poor families.

Poverty among Blacksin inner cities receives much more public attention than
does that among rural Blacks, yet the 1994 poverty rate for rural blacks (36.4 percent)
was comparable to that for central-city Blacks (33.6 percent). And nearly half of all
rural Black children (48.2 percent) lived in families with bel ow-poverty-level income.



Rural Public Services

R ural local governments face special problemsin providing servicesfor their citi-
zens. Thefollowing arerural characteristicsthat affect waysin which rural local

governments provide services:
m |solation, the geographic separation of rural areas from metropolitan cen-

ters, leads to low utilization rates for rural public services, inadequate
response times for emergency services, and the detachment of service deliv-
ery professionals from their colleagues.
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= Low population density means higher per unit costs of some services and
the inability to supply specialized help (for example, for the handicapped)
because the area cannot support the services for so few clients.

s Lack of fiscal resources puts many rural communitiesin afinancial squeeze
with resulting service deprivation for local residents.

s Thelack of an adequate supply of trained personnel has severa implica
tionsfor service delivery in rural communities. Critical functions may go
understaffed, scarce employees are often overworked, service quality and
quantity suffer, and long-range planning becomes difficult.

Isolated rural communities often suffer from medical services and facilities that
are of lower quality than those found in metro areas. Even if medical care services
were evenly distributed across the Nation, and were of equal quality, it islikely that
nonmetro residents with chronically low incomes would still have serious difficulty
receiving adequate care in a complex medical system where access is based mainly
on the ahility to pay.

Because many rural communities are small and isolated, and lack financial
resources and trained personnel, similar problems are encountered in the provision of

Figure 4-3.

Poverty rate by residence, 1959-1994
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* Poverty rates for 1985 to 1994 are based on the 1983 metropolitan area delineations.

Source: Prepared by ERS using data from U.S. Bureau of the Census P-60 series 1974-1994
and Current Population Survey data March 1995.

60



Figure 4-4.

Poverty rates by population group, 1994
Nonmetro residence increased poverty risk for all groups.

Percent poor Il Nonmetro [ ] Metro

50

4

0

20

) ﬂ h

0 Total Married- ~ Female- Men Women  Children Black Hispanic  Elderly
couple headed living living
families families alone alone

Source: U.S. Bureau of the Census Current Population Survey

other rural public services. Various approaches have been taken to deal with these
problems:
= Some communities contract with private-sector firms to provide services.
For example, 36 percent of rural localities contract out legal servicesto
for-profit firms rather than perform such services themselves.
= Some communities that want to attract new residents and businesses may
find it beneficial to cooperate with other towns and share in the cost of fur-
nishing services they cannot afford by themselves. Rural communities can
work together in avariety of ways, and mutua aid is one way. Such an
approach is commonly used for fire and police protection.
= Another approach isfor one community to sell aparticular serviceto
another. About 23 percent of isolated rural governments contract with other
governments for solid waste disposal, about 19 percent for the operation
of libraries, and 18 percent for tax assessing.
=  Still another method of cooperation isjoint action, especially for large pro-
jects such as building and operating hospitals or airports. Various methods
of dividing costs and creating joint committees or governing boards are
worked out for such projects.
Although most rural community residents do not enjoy the same level of public
services available to urban area residents, much progress has been made in improving
some rural services over the last 30 years. Rising incomes and increased aid from
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higher level governments have made possible more and better programs for rural
governments.

The management capacity of rural governmentsto plan and carry out these pro-
grams has improved. For example, in the 1960’s and 1970’s a nationwide system of
multicounty substate regional agencies was developed to help rural communities plan
for and manage their new population growth.

Still, the institutional base of rural governmentsis more fragile than that of urban
areas, and these isolated governments remain more vulnerable to external changes
than do metropolitan governments.



Federal Funding for Rural Area Development

n 1994, Federal funds reaching nonmetro counties averaged $4,469 per person,
while funding to metro counties averaged $5,261 per person.

Federal funding includes grants, loans, and other payments to support agricul-
ture, forest management, housing, transportation, education, health, public assistance,
Social Security, veterans benefits, defense, energy, and so on. Figures on the metro-
nonmetro distribution of funds are based on the share of Federal funds that can be
reliably traced to county levels. Interest on the national debt has been excluded for
analytic purposes.

Nonmetro counties received a much larger share of their funds from income
security programs, especially retirement and disability programs. About 40 percent
of nonmetro funds were for such programs, compared with 30 percent of the metro
funds. However, significant regional differences exist. The nonmetro Midwest
received the least amount of Federal funds, $4,304 per person, while the nonmetro
Northeast and South received only slightly higher amounts per person. The nonmetro
West received the highest amount of Federal funds, $4,833 per person. The nonmetro
West received the highest amounts of per capitaloans, salary and wages, and pro-
curement contracts from the Federal Government. However, the nonmetro West
received only about 35 percent of its Federal funds per person for income security
programs, compared to about 40 percent for the nonmetro Northeast, 41 percent for
nonmetro Midwest, and 42 percent for the nonmetro South.
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Table 4-8.

Federal funds per capita, FY 1994

Metro Nonmetro
Object class of funds All counties counties counties
Dollars
All Federal funds, including loans 5,100 5,261 4,469
Salaries and wages 643 712 371
Procurement contracts 669 771 273
Direct Payments to individuals 2,530 2,494 2,669
For retirement and disability 1,643 1,601 1,807
Other than retirement 887 893 862
Other direct payments 44 16 154
Grants 645 641 663
Loans 568 627 338
Direct loans 59 43 123
Guaranteed loans 509 584 215
All expenditures, excluding loans 4,532 4,634 4,131
Note: Details may not add due to rounding.
Source: Prepared by the ERS/RED staff using data from the U.S. Bureau of the Census.
Table 4-9.
Distribution of Federal funds per capita in the nonmetro regions,
FY 1994
Northeast Midwest South West
Object class of funds Region Region Region Region
Dollars
All Federal funds,
including loans 4,453 4,304 4,463 4,833
Salaries and wages 457 309 324 576
Procurement contracts 308 164 235 535
Direct Payments
to individuals 2,712 2,669 2,760 2,382
For retirement disability 1,801 1,769 1,878 1,688
Other than retirement 911 900 882 694
Other direct payments 13 269 111 138
Grants 663 541 736 701
Loans 229 353 297 501
Direct loans 62 157 122 99
Guaranteed loans 167 196 175 402
All expenditures,
excluding loans 4,224 3,954 4,166 4,332

Note: Details may not add due to rounding.

Source: Prepared by the RED/ERS staff using data from the U.S. Bureau of the Census.
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U.S. Department
of Agriculture

U SDA isthe third-largest civilian Department of the U. S. Government, oversee-
ing avariety of agencies, Government corporations, and other entities that
employ more than 100,000 people at over 15,000 locationsin all 50 States and 80
countries.

The Department has undergone a historic reorganization to improve coordination
among its broad range of programs and agencies. This reorganization, which affects
headquarters and field structures, was authorized by the Federal Crop Insurance
Reform and Department of Agriculture Reorganization Act of 1994 (PL. 103-354),
signed into law in October 1994.

The reorganization focused the Department’s work under the following seven
mission areas, which are described in chapters 6-12 of this Agriculture Fact Book:

Rural Devel opment,

Farm and Foreign Agricultural Services,
Food, Nutrition, and Consumer Services,
Food Safety,

Natural Resources and Environment,
Research, Education, and Economics, and
Marketing and Regulatory Programs.

Some programs serve the entire Department of Agriculture, including al mission
areas. Among these are the Assistant Secretary for Administration (Departmental
Administration), Office of the Chief Economist, Office of Inspector General, Office
of the Chief Financial Officer, and Office of the Chief Information Officer, all of
which report directly to the Secretary of Agriculture. The Director of Native
American Programs also works with all mission areas in the role of liaison with
Indian tribes and their members.

Office of the Chief Economist

he Office of the Chief Economist advises the Secretary of Agriculture on policies

and programs affecting U.S. agriculture and rural areas. This advice includes
assessments of USDA program proposals, legidlative proposals, and economic devel-
opments of importance to agriculture and rural areas. In addition, the Office of the
Chief Economist is responsible for four programs, described below, that coordinate
activities across USDA agencies.

The WorldwWide Web address for the Office of the Chief Economist is:

http: //mww.usda.gov/oce/
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World Agricultural Outlook Board

TheWorld Agricultural Outlook Board is USDA’'s focal point for forecasts and
projections of global commodity markets. Each month the Board brings together
interagency committees of experts to forecast the supply, use, and prices of major
commoditiesin the United States and abroad. The committees also clear agricultural
forecasts published by other USDA agencies. Thisteamwork assures that USDA
forecasts are objective and consistent.

Because the weather is vital to crop forecasts, specialists from the Board work
side-by-side with weather forecasters from the National Oceanic and Atmospheric
Administration to monitor the weather and assessiits effect on crops. Their work pro-
vides timely information on potential changesin global production. In related work,
the Board also coordinates department-wide activity on long-term economic projec-
tions, remote sensing, and climate.

The WorldwWide Web address for the World Agricultural Outlook Board is:

http: //mww.usda.gov/oce/waob/waob.htm

Office of Risk Assessment and Cost-Benefit Analysis

This officeis responsible for coordinating, reviewing, and approving all risk
assessments and cost-benefit analyses of mitigation measures associated with major
regulations of the Department. Major regulations are economically significant (with
an impact of at least $100 million each year) and have a primary effect on human
health, human safety, or the environment. The office provides direction to USDA
agencies on appropriate methods for these analyses and serves as afocal point on
matters relating to risk assessment in interagency reviews.

The Worldwide Web address for the Office of Risk Assessment and Cost Benefit
Analysisis: http://www.usda.gov/oce/oracba/oracba.htm

Agricultural Labor Affairs

The coordinator of agricultural labor affairsisafocal point for agricultural labor
policy in USDA. Areas of concern include immigration, the H-2A temporary agricul-
tural worker program, worker protection standards for pesticide use, farm labor sup-
ply, and agricultural employment issues.

The World Wide Web address for this officeis:

http: //mww.usda.gov/oce/oce/l abor-affair /affairs.ntm

Sustainable Development

The director of sustainable development coordinates USDA policies and pro-
gramsin sustainable development, including sustainable agriculture, forestry, and
rural communities. The director chairs a sustainable development council within
USDA and serves as aliaison for Federal sustainable development activities.

The World Wide Web address for this officeis:

http: //mww.usda.gov/oce/oce/sustai nabl e-devel opment/sustain.htm
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Office of Inspector General

SDA'’s Office of Inspector General (OIG), thefirst civilian OIG in the Federal

Government, was established in 1962 and became fully operational in 1963. It
was created after awell-knit agricultural fraud scheme showed that better coordina
tion between audit and investigative organizations was needed, and it has evolved
into its current structure through successive changesin legislation and leadership.

OIG conducts and supervises audits and investigations relating to USDA's pro-
grams and operations. It provides leadership and coordination and recommends poli-
ciesfor activities that will prevent and detect fraud and abuse and promote economy,
efficiency, and effectivenessin USDA programs and operations. Furthermore, OIG
keeps the Secretary and Congress fully informed of problems and deficiencies rel at-
ing to administration of USDA programs and operations, and the actions designed to
correct such problems and deficiencies.

During the period April 1, 1996, through March 31, 1997, audit and investigative
efforts resulted in approximately $101.5 million in recoveries, collections, fines,
restitutions, claims established, administrative penalties, and costs avoided. Manage-
ment agreed to put an additional $278.2 million to better use. OIG aso identified
$935 million in questioned costs that cannot be recovered. Investigative efforts
resulted in 846 indictments and 753 convictions.

Office of Chief Financial Officer

he Chief Financial Officer has responsibility for oversight of all financial man-

agement activities relating to USDA programs and operations. The Office of the
Chief Financia Officer (OCFO) directs, manages, provides policy guidance, and
coordinates financial management activities and operations. It ensures compliance
throughout the Department with applicable accounting standards and principles,
and ensures adeguate controls over asset management, including cash management
operations, real property, equipment, and inventories.

OCFO isresponsible for devel oping and maintaining an integrated departmental
accounting and financial management system which provides complete, reliable, con-
sistent, and timely financial information that is responsive to the needs of program
managers. OCFO is also responsible for ensuring auditable financial statements.

OCFO operates the largest automated administrative servicing operation in the
Federal Government—the National Finance Center (NFC) in New Orleans, LA. The
NFC processes salary and benefit payments for more than 450,000 Federal employ-
ees, performs administrative services for more than 100 Federal departments and
agencies, and acts as recordkeeper for the Federal Government’s Thrift Savings
Plan (TSP). The TSP currently services a $46 billion account for 2.3 million Federal
employees and retiree members.
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Office of the Chief Information Officer

ffective August 1996, the Information Technology Management Reform Act

(ITMRA) of 1996, subseguently renamed the Clinger-Cohen Act, required that
each executive agency designate a Chief Information Officer (Cl1O) who reports
directly to the head of the Agency and who has information resources management
duties as the official’s primary duty.

In compliance with Clinger-Cohen requirements, the Secretary of Agriculture
designated a ClO and established the supporting organizational structure, the Office
of the Chief Information Officer (OCIO) at USDA. The OCIO isindependent of any
other Agency. The CIO has primary responsibility for supervising and coordinating
the design, acquisition, maintenance, use, and disposal of information technology by
USDA agencies, and for monitoring the performance of USDA's information pro-
grams and activities.

The OCIO is composed of an information resources management (IRM) policy
staff and an operations staff known as the National Information Technology Center
(NITC). NITC provides information management and telecommuni cations services,
technology, and expertise to support the mission and programs of USDA, its agen-
cies, and agrowing list of external customers. NITC systems supporting major
USDA programsinclude the Dedicated L oan Origination Servicing System, National
Data Bank for Food Stamps, Weather Information Management System, Timber
Sales, and the Residue Violation Information System. NITC's centralized mainframe
and client server computing facilities serve over 40,000 end users in more than 4,000
locations nationwide.

Departmental Administration

Civil Rights

The Office of Civil Rights provides overall leadership, oversight, direction, and
coordination for USDA civil rights and equal employment opportunity programs. The
goal of this office isto ensure equal opportunity for women, minorities, and persons
with disabilitiesin the work force, and to ensure equal opportunity in the delivery of
USDA programs and servicesto all customers without regard to race, sex, national
origin, disability, and other protected bases dependent upon certain programs and
activities.

This officeis responsible for ensuring program delivery compliance and evalua-
tion of USDA Agency programs and activities for civil rights concerns. This office
has full responsibility for investigation, adjudication, and resolution of complaints of
discrimination arising out of USDA employment activities or in the context of con-
ducted or assisted programs, including complaints made by USDA employees, appli-
cants for employment, and USDA program participants and customers.

The Office of Civil Rights proactively promotes civil rights at USDA, provides
guidance and oversight to USDA agencies, and conducts compliance reviews and
audits to ensure enforcement of all applicable civil rights laws, rules, and regul ations.
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Office of Human Resources Management

The Office of Human Resources Management, in Departmental Administration,
provides leadership, consultation, policy, analysis, and coordination throughout the
Department in the areas of human resource management, aswell as safety and health

management.

Table 5-1.

USDA staff year history

Number of Number of
Year USDA employees*  Year USDA employees*
1948. ... 60,815 1973 ...................... 104,104
1949. ... 63,063 1974 ........... ... 101,430
1950. . .o 67,560 1975 ........... . ... 103,779
1951. ... 66,150 1976 ............. ... 109,276
1952, .. 62,825 1977 ... 113,085
1953 ... 62,492 1978 ........... ... 118,563
1954, .. . 63,309 1979 ............. ... 122,809
1955 ..o 64,191 1980 ............iiiiiii... 125,185
1956 ..o 69,423 1981 .......... ... 117,440
1957 . 74,215 1982 ... .. 111,853
1958. . ..o 77,264 1983 ... 109,773
1959 .. ... 79,998 1984 ... 108,598
1960 .. ..o 81585 1985 .............. ... 106,665
1961 ..o 85238 1986 .............iiiiii... 102,997
1962 ..o 89,168 1987 ........... ... 102,579
1963 .. ... 94,527 1988 ... 106,552
1964 . ... 94,781 1989 ............. ... 109,567
1965 ... 94548 1990 ............. .. 110,754
1966 .. ..o 98,688 1991 ...................... 110,357
1967 ..o 102,175 1992 ... . 113,405
1968 ... .o 105,628 1993 ... ... 112,457
1969 . ... 101,848 1994 ........... ... 108,132
1970 . ..o 100,860 1995 ..., 108,620
1971 ..o 102,698 1996 ..., 106,272
1972 .. 104,540  1997** ... ... ... ... 106,000

*Full-time equivalent (FTE). For example, two half-time employees would count as one FTE.
**Projections from USDA Streamlining Plan, February 1995.

B /n 1996, USDA had nearly 1,100 employees with targeted disabilities
in permanent full-time positions.
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Table 5-2.

Where do USDA Employees Work?

Number of Number of
State employees*  State employees*
Alabama..................... 1204 Montana ..............c.con.... 2,730
Alaska............ ... . ....... 1,002 Nebraska .................... 1,370
Arkansas. ................ ... 1,942 Nevada..................cov... 333
Arizona . .......... ... ... 1,691 NewHampshire................. 300
California. . ................... 7,615 NewJersey .............c.o..... 535
Colorado..................... 2,587 NewMexiCo ........ouuvvo.... 1,366
Connecticut . . .................. 165 NewVYork.................. ... 1,055
Delaware . ............. ... ..... 208 NorthCarolina ................ 1,853
District of Columbia ............ 7,001 NorthDakota................... 782
Florida....................... 1579 Ohio......ovvvii. 836
Georgia................l 2,588 Oklahoma ..................... 930
Hawaii ............. ... ... ..... 416 Oregon ...........c.coiiuiiin.. 5,097
Idaho........... ... ... .. .... 2,720  Pennsylvania ................. 1,535
Minois ........... ... ... 1,601 Rhodelsland.................... 38
Indiana. ....................... 750 SouthCarolina ................. 960
lowa ........... ... oo 1,805 SouthDakota................... 823
Kansas ...................... 1,167 Tennessee ................... 1,077
Kentucky..................... 1159 Texas...........c.oiiiiiiii.. 3,729
Louisiana .................... 2921 Utah ......... 1,452
Maine............oooiiiiiii, 277 Vermont . ..........c.ooeeeenn... 249
Maryland. .................... 3,034 Virginia ... 2,141
Massachusetts. . ................ 341 Washington. . ................. 2,436
Michigan..................... 1,242 westVirginia . .................. 707
Minnesota.................... 1,650  wisconsin.................... 1,504
Mississippi .. ... 1,974 WYOMING .« oo oo eeeieee e 736
Missouri ..................... 3,708
Number of Number of
Territory employees*  Territory employees*
American Samoa . ................. 6 Guam ......... 31
Commonwealth of PuertoRico .................... 616
Northern Mariana Islands ........... 7 Marshalllsland . ................... 1
Federated States of Micronesia ... ... 2 US.Virginlslands ............... 29
—continued
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Table 5-2 continued.

Where do USDA Employees Work?

Number of Number of
Country employees*  Country employees*
Argentina ............ . ... . . ..., 2 Korea, Republicof ................. 4
Australia . .......... ... ... . 3 Morocco ...........iiiiiiian.. 1
Austria ........ .. 5 Mexico ...........iiiiii 24
Bermuda ........................ 1 Malaysia......................... 1
Belgium ........ .. ... .. ... 7 Nigeria ... 1
Bahamas ........................ 2 Netherlands ...................... 3
Brazil ........ ... ... ... 4 Nicaragua .............cc.eiia... 4
Bulgaria ............ ... ... ... ... 2 NewZealand ..................... 1
Canada ............. ... ... 3 Peru ... 2
China ......... .. ... .. .. ... 7 Pakistan ............ ... .. 1
Chile ......... ... .. ... .. 3 Poland ... 2
Colombia ........................ 2 Panama ............ .. .. 2
CostaRica ........... ... ... ... 5  Trust Territories of the Pacific ........ 3
Denmark .............. ... ... .... 1 Philippines .......... ... .. .. ... 3
Dominican Republic. . .............. 3 Russia ......... . 5
Egypt ... 2 SaudiArabia ..................... 1
Federated States of Micronesia ... .. 10 SouthAfrica ........... ..., 3
France ......... ... ... ... ... . ..., 7 Singapore ... 3
Germany ......... .. 4 Spain ... 2
Greece . ... 1 Sweden ............. ... 1
Guatemala ....................... 3  Switzerland .......... ... oL 4
HongKong ....................... 1 UnitedArabEmirates............... 1
Honduras ........................ 1 Thailland ............ ... ... ... .... 2
Indonesia . ............. .. ... ..... 2 Tunisia ... 1
India ...... ... ... 2 Turkey ... 3
taly . ... 5 United Kingdom ................... 3
lvoryCoast............coviiuin... 1 Venezuela ....................... 2
Japan ........ .. 7 Vietnam ................ ... . ... 1
Kenya ............... ... 3

*Permanent, full-time employees in 1996

Modernization of Administrative Processes (MAP)

The Modernization of Administrative Processes (MAP) program is USDA's ini-
tiative to improve and streamline the processes and systems involved in the adminis-
trative functions of the Department. These functions include procurement, human
resources management/civil rights, information resources management (IRM), prop-
erty, and administrative leadership and management. MAP helps USDA fulfill its
highest priorities in administrative improvements, carrying out its work through busi-
ness modernization initiatives. Through these efforts, MAP plans to achieve at least
$250 million in cost savings/redistribution by 1999.

MAP has six major ongoing initiatives. In the area of procurement, these involve
purchase card and convenience checking as well as procurement systems moderniza-
tion. In human resources management/civil rights, one initiative is on time and atten-
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Figure 5-1.

USDA Workforce Profile by Race and Gender Group

Asian American males 1.4%

Asian American females 0.9%
Hispanic females 2.1% ) .
American native males 1.6%

Hispanic males 3.3% American native females 1.0%

Black females 6.2%

Black males 3.7%
White males 48.1%

White females 31.7%

dance and the other is on human resources management analysis. One IRM initiative
is on redesigning telecommunications services, and another is on analysis of the IRM
business processes.

Hazardous Waste Management Group

The Hazardous Waste Management Group, in Departmental Administration,
manages the USDA Hazardous Waste Central Account, conducts environmental man-
agement and compliance oversight reviews at USDA facilities, represents USDA on
the National Response Team, and provides advice and guidance on hazardous waste
and pollution prevention issues.

American Indian and Alaska Native Programs

he Director of Native American Programs, located in the Office of Congressional

and Intergovernmental Relations, is USDA's primary contact with tribal govern-
ments and their members. The director serves asthe principal adviser and represent-
ative on all mattersrelated to USDA policy and programs which benefit and affect
American Indians and Alaska Natives. The director also chairs USDA’s Native
American Working Group, which reports to the Secretary and provides advice, sup-
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port, and other assistance to the director. In 1992, USDA adopted an American Indian
and Alaska Native policy which guides USDA's interactions with Native Americans.
USDA provides awide range of servicesto American Indian and Alaska Native
communities. In recent years, the Department has reached out to advise American
Indians and Alaska Natives about USDA services available to them, to deliver pro-
grams more effectively to Indian tribes, and to initiate new programs in response
to the needs of tribes. Following are highlights of recent agency activities and
programs in USDA mission areas which serve Indian tribes and their members.

Natural Resources and Environment

Several USDA agencies—including the Natural Resources Conservation Service
(NRCYS) asthe lead agency, the Farm Service Agency (FSA), the Foreign Agricultural
Service (FAS), and the Animal and Plant Health Inspection Service (APHIS)—are
implementing an extensive 2-year joint outreach effort with the Intertribal Agriculture
Council (1AC) to heighten awareness of USDA services available to American Indian
and Alaska Native communities. With 65 member tribes, the IAC is a nonprofit cor-
poration devoted to improving agriculture as a source of economic development for
Indian people. NRCS has designated a full-time American Indian Liaison in order
to work more closely with the IAC. NRCS hasworked with the IAC to help tribes
establish 33 full-time and 73 part time NRCS offices at tribal headquarters and 15
American Indian Conservation Districts under tribal law, with an additional 2 Districts
in the development phase. NRCS has conducted 20 “Working Effectively with
American Indians’ workshops which focus on historical, legal, and cultural issues
that are significant for effective program delivery to Native Americans.

The Forest Service has an American Indian and Alaska Native policy referred
to as Forest Service American Indian/Alaska Native Policy—Friends and Partners.
The Forest Service has a so published a national tribal resource book entitled Forest
Service National Resource Book on American Indian and Alaska Native Relations
to promote cooperative relations with Indian tribes and Alaska Natives. The Forest
Service works with Indian tribes to coordinate the management of National Forest
lands and resources with adjacent Indian tribes; to honor Indian water rights and
reserved rights to hunt, fish, gather, and graze on present-day National Foreststhrough
consultation and agreement with affected Indian tribes; to engage in ongoing consult-
ation with tribes to accommodate traditional, cultural sites on public lands; and to
provide research, technology transfer, and technical assistance to tribes.

Farm and Foreign Agricultural Services

Much of the 54 million acres of Indian land is cropland and grazing land that
the U.S. Government holdsin trust for Indian people. USDA isworking more aggres-
sively to help tribes and individual Indian farmers realize the agricultural potential
of their landholdings. In order to increase farm servicesto tribes, FSA is conducting a
formal outreach campaign with other USDA agencies and the | AC to host meetings
and presentations at reservation sites. The communication campaign helpstribal staff
and Indian farmers become more familiar with the current array of farm crop, conser-
vation, financial credit, and crop insurance programs, as well asthe farm program
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changes resulting from the Federal Agriculture Improvement and Reform Act of 1996
(the 1996 Act).

FSA also provides services at suboffices established on reservations. FSA is
cooperating with the Bureau of Indian Affairs (BIA) to increase tribal participation
in USDA farm programs. In 1996,USDA and the BIA worked together to ensure that
Indian lands had the full opportunity to be enrolled in production flexibility contracts
authorized by the 1996 Act. The two agencies are continuing to help tribes establish
conservation practices on reservation land and resolve the credit problems of indivi-
dual Indian farmers. FSA also administers the Indian Tribal Land Acquisition
Program, which provides long term loans to Indian Tribes to acquire land within
their reservations.

Rural Development

USDA’s Rural Development programs are administered through three rural
development services: the Rural Business-Cooperative Service (RBS), the Rural
Housing Service (RHS), and the Rural Utilities Service (RUS). The eligibility
requirements vary according to each program.

Increased emphasis has been placed on economic and rural development activi-
ties and programs on reservations. RBS, RHS, and RUS have increased their invest-
mentsin tribal water and waste, community facilities, and business projects. Rural
Development has established Native American Program Coordinators in most of the
States with significant American Indian populations.

RHS is striving to expand its role in financing needed housing on tribal lands. In
conjunction with the President’s Home Ownership Initiative, RHS identified barriers
to delivery of the Section 502 Direct Single Family Housing L oan Program on reser-
vation trust lands and developed recommendations to resolve these barriers and
increase home ownership of tribal members living on trust lands. The RHS Native
American pilot loan program was designed to meet the home ownership needs of
Native Americans residing on trust lands. Under the pilot, 25 tribes will work in part-
nership with USDA and Fannie Mae to assist tribal members to obtain guaranteed
Section 502 housing loans for homes on these reservations.

RHS devel oped a handbook for Rural Development staff regarding lending on
tribal landsin order to better servetribal customers.

Food, Nutrition, and Consumer Services

The Food and Consumer Service (FCS) administers the Food Distribution
Program on Indian Reservations (FDPIR), which is offered in lieu of food stamps. In
FY 1996, an estimated 120,000 American Indian and Alaska Native participants
received FDPIR food packages, and FCS distributed food valued at an estimated
$51.3 million to Native American households through FDPIR. About 125,000 other
Native American households receive food stamps each month. FCSis undertaking a
FDPIR food package review, in full partnership with Indian cooperators. FCS has
established a pilot project under which fresh produce is made available to tribes par-
ticipating in FDPIR. The FCS Supplemental Nutrition Program for Women, Infants,
and Children (WIC) developed a new packet of materials to increase awareness of
Fetal Alcohol Syndrome (FAS) among American Indians and Alaska Natives.
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Research, Education, and Economics

The Cooperative State Research, Education, and Extension Service (CSREES)
administers the Extension Indian Reservation Program, which provides extension
agentsto selected Indian tribes. The extension agents conduct education programs on
reservations in response to tribally identified needs. CSREES also has an endowment
fund for the 29 Tribal Colleges designated as 1994 land-grant institutions under P.L.
103-382. Interest earned is distributed to these institutions to facilitate teaching pro-
gramsin the food and agricultural sciences. The Tribal Colleges Education Equity
Grants Program provides a $50,000 award to each of the 29 designated 1994 |and-
grant ingtitutions to strengthen instruction programs in the food and agricultural sciences.

The Extension Services at the 1994 Institutions program provide competitive
grants to address awide range of agricultural issues, including crop and animal
production, farm business management, marketing techniques, decisionmaking
skills, and environmental considerations. This program can also be used to enhance
community resource and economic devel opment; family development and resource
management; 4-H and youth devel opment; leadership and volunteer devel opment;
natural resources and environment; and nutrition, diet, and health.

Since 1991 the Children, Youth, and Families at Risk Initiative, supported by
CSREES, has provided funding and technical support to Native American and other
underserved populations for a broad spectrum of prevention-oriented education pro-
gramsto strengthen individuals and families with children, prenatal to late teens. The
goal of this nationa initiative isto empower the whole family to enable those at risk
to develop necessary life skills and become strong, productive adults.

Marketing and Regulatory Programs

The Animal and Plant Health Inspection Service (APHIS) has ongoing programs
with Indian tribes that generally focus on agricultural, natural resource, facility, or
human health and safety protection. Examplesinclude the vaccination of dogs and
livestock on reservations by Veterinary Services, control of noxious weeds and
grasshoppers on several reservations, and protection of sheep and cattle from exces-
sive loss to predators. As mentioned above, APHIS has joined other USDA agencies
to fund an outreach program with the Intertribal Agriculture Council to tribes. APHIS
has chartered a Native American Working Group within the Agency and has aWorld
Wide Web page on thistopic. The address is http: //mmw.aphis.usda.gov/anawg/
amerind.html

Food Safety

The Food Safety and Inspection Service (FSIS), in coordination with the Inter-
tribal Basin Council and USDA's Rural Business-Cooperative Service, provides design
expertise, approval, and funding for maobile livestock slaughtering units to be used on
reservations. In addition, the Emergency Programs Office offers expertise in planning
and training for Tribal and State Radiological Emergency Preparedness programs.
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For More Information

Office of the Chief Economist

Public Information Officer

Raymond L. Bridge

Rm 5143-S Washington, DC 20250-3812
202-720-5447

FAX 202-690-1850
rbridge@oce.usda.gov

Office of the Inspector General
Director, Info Mngt Div

Diane Smith

Rm 8-S Washington, DC 20250
202-720-6915

FAX 202-720-8081
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Office of the Chief Economist

he Office of the Chief Economist advises the Secretary of Agriculture on policies

and programs affecting U.S. agriculture and rural areas. This advice includes
assessments of USDA program proposals, legidlative proposals, and economic devel-
opments of importance to agriculture and rural areas. In addition, the Office of the
Chief Economist is responsible for four programs, described below, that coordinate
activities across USDA agencies.

The WorldwWide Web address for the Office of the Chief Economist is:

http: //mww.usda.gov/oce/

64



World Agricultural Outlook Board

TheWorld Agricultural Outlook Board is USDA’'s focal point for forecasts and
projections of global commodity markets. Each month the Board brings together
interagency committees of experts to forecast the supply, use, and prices of major
commoditiesin the United States and abroad. The committees also clear agricultural
forecasts published by other USDA agencies. Thisteamwork assures that USDA
forecasts are objective and consistent.

Because the weather is vital to crop forecasts, specialists from the Board work
side-by-side with weather forecasters from the National Oceanic and Atmospheric
Administration to monitor the weather and assessiits effect on crops. Their work pro-
vides timely information on potential changesin global production. In related work,
the Board also coordinates department-wide activity on long-term economic projec-
tions, remote sensing, and climate.

The WorldwWide Web address for the World Agricultural Outlook Board is:

http: //mww.usda.gov/oce/waob/waob.htm

Office of Risk Assessment and Cost-Benefit Analysis

This officeis responsible for coordinating, reviewing, and approving all risk
assessments and cost-benefit analyses of mitigation measures associated with major
regulations of the Department. Major regulations are economically significant (with
an impact of at least $100 million each year) and have a primary effect on human
health, human safety, or the environment. The office provides direction to USDA
agencies on appropriate methods for these analyses and serves as afocal point on
matters relating to risk assessment in interagency reviews.

The Worldwide Web address for the Office of Risk Assessment and Cost Benefit
Analysisis: http://www.usda.gov/oce/oracba/oracba.htm

Agricultural Labor Affairs

The coordinator of agricultural labor affairsisafocal point for agricultural labor
policy in USDA. Areas of concern include immigration, the H-2A temporary agricul-
tural worker program, worker protection standards for pesticide use, farm labor sup-
ply, and agricultural employment issues.

The World Wide Web address for this officeis:

http: //mww.usda.gov/oce/oce/l abor-affair /affairs.ntm

Sustainable Development

The director of sustainable development coordinates USDA policies and pro-
gramsin sustainable development, including sustainable agriculture, forestry, and
rural communities. The director chairs a sustainable development council within
USDA and serves as aliaison for Federal sustainable development activities.

The World Wide Web address for this officeis:

http: //mww.usda.gov/oce/oce/sustai nabl e-devel opment/sustain.htm
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Office of Inspector General

SDA'’s Office of Inspector General (OIG), thefirst civilian OIG in the Federal

Government, was established in 1962 and became fully operational in 1963. It
was created after awell-knit agricultural fraud scheme showed that better coordina
tion between audit and investigative organizations was needed, and it has evolved
into its current structure through successive changesin legislation and leadership.

OIG conducts and supervises audits and investigations relating to USDA's pro-
grams and operations. It provides leadership and coordination and recommends poli-
ciesfor activities that will prevent and detect fraud and abuse and promote economy,
efficiency, and effectivenessin USDA programs and operations. Furthermore, OIG
keeps the Secretary and Congress fully informed of problems and deficiencies rel at-
ing to administration of USDA programs and operations, and the actions designed to
correct such problems and deficiencies.

During the period April 1, 1996, through March 31, 1997, audit and investigative
efforts resulted in approximately $101.5 million in recoveries, collections, fines,
restitutions, claims established, administrative penalties, and costs avoided. Manage-
ment agreed to put an additional $278.2 million to better use. OIG aso identified
$935 million in questioned costs that cannot be recovered. Investigative efforts
resulted in 846 indictments and 753 convictions.



Office of Chief Financial Officer

he Chief Financial Officer has responsibility for oversight of all financial man-

agement activities relating to USDA programs and operations. The Office of the
Chief Financia Officer (OCFO) directs, manages, provides policy guidance, and
coordinates financial management activities and operations. It ensures compliance
throughout the Department with applicable accounting standards and principles,
and ensures adeguate controls over asset management, including cash management
operations, real property, equipment, and inventories.

OCFO isresponsible for devel oping and maintaining an integrated departmental
accounting and financial management system which provides complete, reliable, con-
sistent, and timely financial information that is responsive to the needs of program
managers. OCFO is also responsible for ensuring auditable financial statements.

OCFO operates the largest automated administrative servicing operation in the
Federal Government—the National Finance Center (NFC) in New Orleans, LA. The
NFC processes salary and benefit payments for more than 450,000 Federal employ-
ees, performs administrative services for more than 100 Federal departments and
agencies, and acts as recordkeeper for the Federal Government’s Thrift Savings
Plan (TSP). The TSP currently services a $46 billion account for 2.3 million Federal
employees and retiree members.
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Office of the Chief Information Officer

ffective August 1996, the Information Technology Management Reform Act

(ITMRA) of 1996, subseguently renamed the Clinger-Cohen Act, required that
each executive agency designate a Chief Information Officer (Cl1O) who reports
directly to the head of the Agency and who has information resources management
duties as the official’s primary duty.

In compliance with Clinger-Cohen requirements, the Secretary of Agriculture
designated a ClO and established the supporting organizational structure, the Office
of the Chief Information Officer (OCIO) at USDA. The OCIO isindependent of any
other Agency. The CIO has primary responsibility for supervising and coordinating
the design, acquisition, maintenance, use, and disposal of information technology by
USDA agencies, and for monitoring the performance of USDA's information pro-
grams and activities.

The OCIO is composed of an information resources management (IRM) policy
staff and an operations staff known as the National Information Technology Center
(NITC). NITC provides information management and telecommuni cations services,
technology, and expertise to support the mission and programs of USDA, its agen-
cies, and agrowing list of external customers. NITC systems supporting major
USDA programsinclude the Dedicated L oan Origination Servicing System, National
Data Bank for Food Stamps, Weather Information Management System, Timber
Sales, and the Residue Violation Information System. NITC's centralized mainframe
and client server computing facilities serve over 40,000 end users in more than 4,000
locations nationwide.



Departmental Administration

Civil Rights

The Office of Civil Rights provides overall leadership, oversight, direction, and
coordination for USDA civil rights and equal employment opportunity programs. The
goal of this office isto ensure equal opportunity for women, minorities, and persons
with disabilitiesin the work force, and to ensure equal opportunity in the delivery of
USDA programs and servicesto all customers without regard to race, sex, national
origin, disability, and other protected bases dependent upon certain programs and
activities.

This officeis responsible for ensuring program delivery compliance and evalua-
tion of USDA Agency programs and activities for civil rights concerns. This office
has full responsibility for investigation, adjudication, and resolution of complaints of
discrimination arising out of USDA employment activities or in the context of con-
ducted or assisted programs, including complaints made by USDA employees, appli-
cants for employment, and USDA program participants and customers.

The Office of Civil Rights proactively promotes civil rights at USDA, provides
guidance and oversight to USDA agencies, and conducts compliance reviews and
audits to ensure enforcement of all applicable civil rights laws, rules, and regul ations.
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Office of Human Resources Management

The Office of Human Resources Management, in Departmental Administration,
provides leadership, consultation, policy, analysis, and coordination throughout the
Department in the areas of human resource management, aswell as safety and health

management.

Table 5-1.

USDA staff year history

Number of Number of
Year USDA employees*  Year USDA employees*
1948. ... 60,815 1973 ...................... 104,104
1949. ... 63,063 1974 ........... ... 101,430
1950. . .o 67,560 1975 ........... . ... 103,779
1951. ... 66,150 1976 ............. ... 109,276
1952, .. 62,825 1977 ... 113,085
1953 ... 62,492 1978 ........... ... 118,563
1954, .. . 63,309 1979 ............. ... 122,809
1955 ..o 64,191 1980 ............iiiiiii... 125,185
1956 ..o 69,423 1981 .......... ... 117,440
1957 . 74,215 1982 ... .. 111,853
1958. . ..o 77,264 1983 ... 109,773
1959 .. ... 79,998 1984 ... 108,598
1960 .. ..o 81585 1985 .............. ... 106,665
1961 ..o 85238 1986 .............iiiiii... 102,997
1962 ..o 89,168 1987 ........... ... 102,579
1963 .. ... 94,527 1988 ... 106,552
1964 . ... 94,781 1989 ............. ... 109,567
1965 ... 94548 1990 ............. .. 110,754
1966 .. ..o 98,688 1991 ...................... 110,357
1967 ..o 102,175 1992 ... . 113,405
1968 ... .o 105,628 1993 ... ... 112,457
1969 . ... 101,848 1994 ........... ... 108,132
1970 . ..o 100,860 1995 ..., 108,620
1971 ..o 102,698 1996 ..., 106,272
1972 .. 104,540  1997** ... ... ... ... 106,000

*Full-time equivalent (FTE). For example, two half-time employees would count as one FTE.
**Projections from USDA Streamlining Plan, February 1995.

B /n 1996, USDA had nearly 1,100 employees with targeted disabilities
in permanent full-time positions.
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Table 5-2.

Where do USDA Employees Work?

Number of Number of
State employees*  State employees*
Alabama..................... 1204 Montana ..............c.con.... 2,730
Alaska............ ... . ....... 1,002 Nebraska .................... 1,370
Arkansas. ................ ... 1,942 Nevada..................cov... 333
Arizona . .......... ... ... 1,691 NewHampshire................. 300
California. . ................... 7,615 NewJersey .............c.o..... 535
Colorado..................... 2,587 NewMexiCo ........ouuvvo.... 1,366
Connecticut . . .................. 165 NewVYork.................. ... 1,055
Delaware . ............. ... ..... 208 NorthCarolina ................ 1,853
District of Columbia ............ 7,001 NorthDakota................... 782
Florida....................... 1579 Ohio......ovvvii. 836
Georgia................l 2,588 Oklahoma ..................... 930
Hawaii ............. ... ... ..... 416 Oregon ...........c.coiiuiiin.. 5,097
Idaho........... ... ... .. .... 2,720  Pennsylvania ................. 1,535
Minois ........... ... ... 1,601 Rhodelsland.................... 38
Indiana. ....................... 750 SouthCarolina ................. 960
lowa ........... ... oo 1,805 SouthDakota................... 823
Kansas ...................... 1,167 Tennessee ................... 1,077
Kentucky..................... 1159 Texas...........c.oiiiiiiii.. 3,729
Louisiana .................... 2921 Utah ......... 1,452
Maine............oooiiiiiii, 277 Vermont . ..........c.ooeeeenn... 249
Maryland. .................... 3,034 Virginia ... 2,141
Massachusetts. . ................ 341 Washington. . ................. 2,436
Michigan..................... 1,242 westVirginia . .................. 707
Minnesota.................... 1,650  wisconsin.................... 1,504
Mississippi .. ... 1,974 WYOMING .« oo oo eeeieee e 736
Missouri ..................... 3,708
Number of Number of
Territory employees*  Territory employees*
American Samoa . ................. 6 Guam ......... 31
Commonwealth of PuertoRico .................... 616
Northern Mariana Islands ........... 7 Marshalllsland . ................... 1
Federated States of Micronesia ... ... 2 US.Virginlslands ............... 29
—continued
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Table 5-2 continued.

Where do USDA Employees Work?

Number of Number of
Country employees*  Country employees*
Argentina ............ . ... . . ..., 2 Korea, Republicof ................. 4
Australia . .......... ... ... . 3 Morocco ...........iiiiiiian.. 1
Austria ........ .. 5 Mexico ...........iiiiii 24
Bermuda ........................ 1 Malaysia......................... 1
Belgium ........ .. ... .. ... 7 Nigeria ... 1
Bahamas ........................ 2 Netherlands ...................... 3
Brazil ........ ... ... ... 4 Nicaragua .............cc.eiia... 4
Bulgaria ............ ... ... ... ... 2 NewZealand ..................... 1
Canada ............. ... ... 3 Peru ... 2
China ......... .. ... .. .. ... 7 Pakistan ............ ... .. 1
Chile ......... ... .. ... .. 3 Poland ... 2
Colombia ........................ 2 Panama ............ .. .. 2
CostaRica ........... ... ... ... 5  Trust Territories of the Pacific ........ 3
Denmark .............. ... ... .... 1 Philippines .......... ... .. .. ... 3
Dominican Republic. . .............. 3 Russia ......... . 5
Egypt ... 2 SaudiArabia ..................... 1
Federated States of Micronesia ... .. 10 SouthAfrica ........... ..., 3
France ......... ... ... ... ... . ..., 7 Singapore ... 3
Germany ......... .. 4 Spain ... 2
Greece . ... 1 Sweden ............. ... 1
Guatemala ....................... 3  Switzerland .......... ... oL 4
HongKong ....................... 1 UnitedArabEmirates............... 1
Honduras ........................ 1 Thailland ............ ... ... ... .... 2
Indonesia . ............. .. ... ..... 2 Tunisia ... 1
India ...... ... ... 2 Turkey ... 3
taly . ... 5 United Kingdom ................... 3
lvoryCoast............coviiuin... 1 Venezuela ....................... 2
Japan ........ .. 7 Vietnam ................ ... . ... 1
Kenya ............... ... 3

*Permanent, full-time employees in 1996

Modernization of Administrative Processes (MAP)

The Modernization of Administrative Processes (MAP) program is USDA's ini-
tiative to improve and streamline the processes and systems involved in the adminis-
trative functions of the Department. These functions include procurement, human
resources management/civil rights, information resources management (IRM), prop-
erty, and administrative leadership and management. MAP helps USDA fulfill its
highest priorities in administrative improvements, carrying out its work through busi-
ness modernization initiatives. Through these efforts, MAP plans to achieve at least
$250 million in cost savings/redistribution by 1999.

MAP has six major ongoing initiatives. In the area of procurement, these involve
purchase card and convenience checking as well as procurement systems moderniza-
tion. In human resources management/civil rights, one initiative is on time and atten-
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Figure 5-1.

USDA Workforce Profile by Race and Gender Group

Asian American males 1.4%

Asian American females 0.9%
Hispanic females 2.1% ) .
American native males 1.6%

Hispanic males 3.3% American native females 1.0%

Black females 6.2%

Black males 3.7%
White males 48.1%

White females 31.7%

dance and the other is on human resources management analysis. One IRM initiative
is on redesigning telecommunications services, and another is on analysis of the IRM
business processes.

Hazardous Waste Management Group

The Hazardous Waste Management Group, in Departmental Administration,
manages the USDA Hazardous Waste Central Account, conducts environmental man-
agement and compliance oversight reviews at USDA facilities, represents USDA on
the National Response Team, and provides advice and guidance on hazardous waste
and pollution prevention issues.



American Indian and Alaska Native Programs

he Director of Native American Programs, located in the Office of Congressional

and Intergovernmental Relations, is USDA's primary contact with tribal govern-
ments and their members. The director serves as the principal adviser and represent-
ative on all mattersrelated to USDA policy and programs which benefit and affect
American Indians and Alaska Natives. The director also chairs USDA’s Native
American Working Group, which reports to the Secretary and provides advice, sup-
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port, and other assistance to the director. In 1992, USDA adopted an American Indian
and Alaska Native policy which guides USDA's interactions with Native Americans.
USDA provides awide range of servicesto American Indian and Alaska Native
communities. In recent years, the Department has reached out to advise American
Indians and Alaska Natives about USDA services available to them, to deliver pro-
grams more effectively to Indian tribes, and to initiate new programs in response
to the needs of tribes. Following are highlights of recent agency activities and
programs in USDA mission areas which serve Indian tribes and their members.

Natural Resources and Environment

Several USDA agencies—including the Natural Resources Conservation Service
(NRCYS) asthe lead agency, the Farm Service Agency (FSA), the Foreign Agricultural
Service (FAS), and the Animal and Plant Health Inspection Service (APHIS)—are
implementing an extensive 2-year joint outreach effort with the Intertribal Agriculture
Council (1AC) to heighten awareness of USDA services available to American Indian
and Alaska Native communities. With 65 member tribes, the IAC is a nonprofit cor-
poration devoted to improving agriculture as a source of economic development for
Indian people. NRCS has designated a full-time American Indian Liaison in order
to work more closely with the IAC. NRCS hasworked with the IAC to help tribes
establish 33 full-time and 73 part time NRCS offices at tribal headquarters and 15
American Indian Conservation Districts under tribal law, with an additional 2 Districts
in the development phase. NRCS has conducted 20 “Working Effectively with
American Indians’ workshops which focus on historical, legal, and cultural issues
that are significant for effective program delivery to Native Americans.

The Forest Service has an American Indian and Alaska Native policy referred
to as Forest Service American Indian/Alaska Native Policy—Friends and Partners.
The Forest Service has a so published a national tribal resource book entitled Forest
Service National Resource Book on American Indian and Alaska Native Relations
to promote cooperative relations with Indian tribes and Alaska Natives. The Forest
Service works with Indian tribes to coordinate the management of National Forest
lands and resources with adjacent Indian tribes; to honor Indian water rights and
reserved rights to hunt, fish, gather, and graze on present-day National Foreststhrough
consultation and agreement with affected Indian tribes; to engage in ongoing consult-
ation with tribes to accommodate traditional, cultural sites on public lands; and to
provide research, technology transfer, and technical assistance to tribes.

Farm and Foreign Agricultural Services

Much of the 54 million acres of Indian land is cropland and grazing land that
the U.S. Government holdsin trust for Indian people. USDA isworking more aggres-
sively to help tribes and individual Indian farmers realize the agricultural potential
of their landholdings. In order to increase farm servicesto tribes, FSA is conducting a
formal outreach campaign with other USDA agencies and the | AC to host meetings
and presentations at reservation sites. The communication campaign helpstribal staff
and Indian farmers become more familiar with the current array of farm crop, conser-
vation, financial credit, and crop insurance programs, as well asthe farm program
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changes resulting from the Federal Agriculture Improvement and Reform Act of 1996
(the 1996 Act).

FSA also provides services at suboffices established on reservations. FSA is
cooperating with the Bureau of Indian Affairs (BIA) to increase tribal participation
in USDA farm programs. In 1996,USDA and the BIA worked together to ensure that
Indian lands had the full opportunity to be enrolled in production flexibility contracts
authorized by the 1996 Act. The two agencies are continuing to help tribes establish
conservation practices on reservation land and resolve the credit problems of indivi-
dual Indian farmers. FSA also administers the Indian Tribal Land Acquisition
Program, which provides long term loans to Indian Tribes to acquire land within
their reservations.

Rural Development

USDA’s Rural Development programs are administered through three rural
development services: the Rural Business-Cooperative Service (RBS), the Rural
Housing Service (RHS), and the Rural Utilities Service (RUS). The eligibility
requirements vary according to each program.

Increased emphasis has been placed on economic and rural development activi-
ties and programs on reservations. RBS, RHS, and RUS have increased their invest-
mentsin tribal water and waste, community facilities, and business projects. Rural
Development has established Native American Program Coordinators in most of the
States with significant American Indian populations.

RHS is striving to expand its role in financing needed housing on tribal lands. In
conjunction with the President’s Home Ownership Initiative, RHS identified barriers
to delivery of the Section 502 Direct Single Family Housing L oan Program on reser-
vation trust lands and developed recommendations to resolve these barriers and
increase home ownership of tribal members living on trust lands. The RHS Native
American pilot loan program was designed to meet the home ownership needs of
Native Americans residing on trust lands. Under the pilot, 25 tribes will work in part-
nership with USDA and Fannie Mae to assist tribal members to obtain guaranteed
Section 502 housing loans for homes on these reservations.

RHS devel oped a handbook for Rural Development staff regarding lending on
tribal landsin order to better servetribal customers.

Food, Nutrition, and Consumer Services

The Food and Consumer Service (FCS) administers the Food Distribution
Program on Indian Reservations (FDPIR), which is offered in lieu of food stamps. In
FY 1996, an estimated 120,000 American Indian and Alaska Native participants
received FDPIR food packages, and FCS distributed food valued at an estimated
$51.3 million to Native American households through FDPIR. About 125,000 other
Native American households receive food stamps each month. FCSis undertaking a
FDPIR food package review, in full partnership with Indian cooperators. FCS has
established a pilot project under which fresh produce is made available to tribes par-
ticipating in FDPIR. The FCS Supplemental Nutrition Program for Women, Infants,
and Children (WIC) developed a new packet of materials to increase awareness of
Fetal Alcohol Syndrome (FAS) among American Indians and Alaska Natives.
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Research, Education, and Economics

The Cooperative State Research, Education, and Extension Service (CSREES)
administers the Extension Indian Reservation Program, which provides extension
agentsto selected Indian tribes. The extension agents conduct education programs on
reservations in response to tribally identified needs. CSREES also has an endowment
fund for the 29 Tribal Colleges designated as 1994 land-grant institutions under P.L.
103-382. Interest earned is distributed to these institutions to facilitate teaching pro-
gramsin the food and agricultural sciences. The Tribal Colleges Education Equity
Grants Program provides a $50,000 award to each of the 29 designated 1994 |and-
grant ingtitutions to strengthen instruction programs in the food and agricultural sciences.

The Extension Services at the 1994 Institutions program provide competitive
grants to address awide range of agricultural issues, including crop and animal
production, farm business management, marketing techniques, decisionmaking
skills, and environmental considerations. This program can also be used to enhance
community resource and economic devel opment; family development and resource
management; 4-H and youth devel opment; leadership and volunteer devel opment;
natural resources and environment; and nutrition, diet, and health.

Since 1991 the Children, Youth, and Families at Risk Initiative, supported by
CSREES, has provided funding and technical support to Native American and other
underserved populations for a broad spectrum of prevention-oriented education pro-
gramsto strengthen individuals and families with children, prenatal to late teens. The
goal of this nationa initiative isto empower the whole family to enable those at risk
to develop necessary life skills and become strong, productive adults.

Marketing and Regulatory Programs

The Animal and Plant Health Inspection Service (APHIS) has ongoing programs
with Indian tribes that generally focus on agricultural, natural resource, facility, or
human health and safety protection. Examplesinclude the vaccination of dogs and
livestock on reservations by Veterinary Services, control of noxious weeds and
grasshoppers on several reservations, and protection of sheep and cattle from exces-
sive loss to predators. As mentioned above, APHIS has joined other USDA agencies
to fund an outreach program with the Intertribal Agriculture Council to tribes. APHIS
has chartered a Native American Working Group within the Agency and has aWorld
Wide Web page on thistopic. The address is http: //mmw.aphis.usda.gov/anawg/
amerind.html

Food Safety

The Food Safety and Inspection Service (FSIS), in coordination with the Inter-
tribal Basin Council and USDA's Rural Business-Cooperative Service, provides design
expertise, approval, and funding for maobile livestock slaughtering units to be used on
reservations. In addition, the Emergency Programs Office offers expertise in planning
and training for Tribal and State Radiological Emergency Preparedness programs.
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Rural Development: Creating
Opportunity for Rural Americans

SDA Rural Development is forging new partnerships with rural America by

funding development projects and providing technical stance and informa-
tion to create quality jobs, services, housing, and utilities. The need to revitalize
rural Americaisessentia if it isto maintain or regain its posture as a place where
millions of rural people can achieve the American dream. This need is evident from
the following:

= Morethan 53 million peoplelivein rural areas of the United States, 16.4
percent of whom livein households with income below the Federal poverty
level.

» 45 percent of the rural population livesin relatively isolated communities
which often lack access to the same level of servicesas are availablein
urbanized areas.

= During the last 20 years, the number of rural workers employed on farms has
been cut approximately in half; 80 percent of all rural Americans now earn
their living from nonfarm sources. To sustain the economic viability of rural
areas, jobs lost to more efficient farming methods need to be replaced with
new businesses or industries.

= 535 rural counties endure persistent poverty, with more than 20 percent of
their residents living bel ow the poverty level.

USDA's Rural Development mission areawas created in 1994 as aresult of the
reorganization of the Farmers Home Administration, the Rural Development Admini-
stration, and the Rural Electrification Administration. Agencies that provide services
to rural Americawere put together so they look alike, act alike, and work alike.

Rural Development is comprised of three sister agencies. The Rural Utilities
Service (RUS) addresses rural America’s need for basic services such as clean run-
ning water, sewers and waste disposal, electricity, and telecommunications. The
Rural Housing Service (RHS) addresses rural America’s need for single-family and
multi-family housing as well as health facilities, fire and police stations, and other
community facilities. The Rural Business-Cooperative Service (RBS) addresses rural
America’s need for help in developing new economic opportunities and allowing
businesses and cooperatives to remain viable in a changing economy.

In addition, the Federal Government is seeking to form partnerships with other
entities—such as State, local, and tribal governments, private and nonprofit organiza-
tions, and member-owned cooperatives—to engage in rural revitalization efforts.
Rural Development programs are provided across the Nation through 47 State offices
and 1,222 area and local offices. During 1997, Rural Development plansto close or
consolidate 399 of itsfield (areaand local) offices.



How Rural Development Works

he following examplesillustrate ways in which Rural Development agencies are

working to serve rural citizens and bolster the quality of lifein rural communities:

= InWoodland, CA, aplastic bag manufacturing plant which employed 180
workers closed down. With the help of financing secured under the RBS
Business and Industry L oan Guarantee program, the plant was able to reopen
under new ownership and rehire many of the workers who lost their jobs. The
town’s mayor says the reopening of the plant symbolizeswhat can happen
when private industry and Government work as partners.

= InIndianola, MS, residents are fulfilling their dreams of homeownership
by participating in the RHS Self-Help Housing program. Participants learn
basic construction skills which enable them to invest “ sweat equity” to cover
the down payment on their own homes. In thisway, the program has helped
about 25,000 low-income families acquire homes. In Coahoma (population
390), another Mississippi Deltatown, USDA/RHS secured funding for a
multi-family elderly rental project, the area’s first Federal assistance for
housing in more than 50 years.

» |In East Prairie, MO, the unemployment rate has decreased from 10.3t0 6.7
percent thanks to economic stimulus programs made possible by itsinclusion
in the Rural Empowerment Zones/Enterprise Communities (EZ/EC) program
of USDA. The dramatic decreaseis due to the establishment of a plant that
employs 161 people to manufacture small motors. The EZ/EC program made
it possible to renovate the plant and nearby access roads.

= InVillaRidge, IL, residents have always obtained drinking water by gathering
rain water in acistern or by buying costly bottled water. Under the Water 2000
program of RUS, they are being supplied with a community water system that
will bring safe, clean drinking water into their homes.

= InFrisco City, AL, more than 250 workerslost their jobs when fire destroyed a
garment factory. The local electrical cooperative obtained an interest-free loan
from RUS, which it used to attract amedical garment factory to town, creating
210 new jobs with a possihility of 200 more jobsto be added later.

= |InZeeland, MI, an $8 million loan guarantee from RBS is financing construc-
tion and purchase of machinery and equipment for a new soybean processing
plant. The new plant is expected to add 25 new employees and expand the
facilities of Zeeland Farm Services, giving it the capacity to process about 50
percent of the soybeans grown within an 80-mile area of the plant. It will also
provide the region with a soybean meal processing facility to help meet the
needs of the rapidly expanding poultry and livestock industries of western
Michigan.

= In Chico, CA, asmall pinto bean-marketing cooperative was suffering from
declining membership and changing market conditions. RBS staff members
led management of Chico Bean Growers through an extensive strategic plan-
ning process. The co-op then launched a new businessto serve agrowing
fertilizer market while continuing to process pinto beans. The cooperative has
returned to profitability and has a bright future.
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= In New Mexico, the nonprofit Tierradel Sol Corporation used $530,000 in
RHS self-help funds and $3.8 million in 502 direct homeownership funds,
together with more than $1.1 million in private funding, to make homeowner-
ship possible for families earning about $9,200 annually. This helped to
stabilize the community by providing jobs (which the project created) and
an increased tax base.

= A medical crisiswas created when the last doctor serving 11 communitiesin
arural area of Massachusetts retired. A modern clinic was built with funding
provided by RHS, enabling community leaders to recruit several doctors.
Thiswould not have been possible without the new clinic.

= IntheBristol Bay areaof Alaska, children from several isolated villages had
to be flown to school daily. Using technology grants from RUS, Bristol is
establishing a distance-learning link which will allow studentsto participate
in classes without the daily flight to school.

The following overviews describe the three Rural Devel opment Agencies and

their main programs.

Rural Business-Cooperative Service (RBS)

reation of viable new and improved businesses and cooperativesin rural

Americaisthetop priority of thisAgency. RBS works through partnerships with
public and private community-based organizations to provide financial assistance,
business planning, and technical assistanceto rural businesses. It also conducts
research into rural economic issues, including rural cooperatives, and provides
educational material to the public

Businessand Industry (B& 1) L oan Guarantees help finance rural business
and industry projects that enhance employment opportunities and improve the eco-
nomic and environmental climate in rural communities, including pollution abatement
and control. Loan guarantees are made for projects that foster lasting community
benefits and bolster existing private credit structures. Priority for B&| loan guaran-
teesis given to applications for loans from rural areas or cities of 25,000 or less, with
loans limited to areas not within the outer boundary of a city having a population of
50,000 or more and itsimmediately adjacent urbanized or urbanizing area. Loans are
limited to $25 million for any one borrower.

Direct Business and Industry (B& I) L oans are made to public, private, and
cooperative organizations, Indian Tribes or tribal groups, corporate entities, or indi-
vidualsto improve the economic climate in rural areas. The program is an economic
stimulus tool which can be delivered to areas of rural Americain greatest need.

Intermediary Relending Program L oans finance business facilities and
community development projectsin rural areas, including cities of less than 25,000.
Funds loaned by RBS to intermediaries support new business facilities and community
development projectsin rural areas.

Rural Economic Development L oansand Grants promote rural economic
development and job creation projects, including feasibility studies, startup costs,
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and other reasonable project expenses. The maximum amount of agrant or loanis

$400,000. Loans have amaximum term of 10 years and are repaid without interest.
These loans and grants are available to existing Rural Utilities Service electric and
telecommuni cations borrowers.

Rural Business Enterprise Grantsassist public bodies, nonprofit corporations,
and federally recognized Indian Tribal groups to finance small and emerging private
business enterprises|ocated in rural areas. A rural areais defined as an area outside
the boundary of acity with a population of 50,000 or more and itsimmediately adja-
cent urbanized or urbanizing area. Funds may be used to finance and devel op small
and emerging private business enterprises. Grant funds may be used for acquisition
and development of land and the construction of buildings, plants, equipment, access
streets and roads, parking areas, and utility and service extensions. In addition, funds
may be used for refinancing, fees for professional services, technical assistance,
startup costs and working capital, financial assistance to athird party, production of
television programs targeted for rural residents, and rural distance-learning networks.

Rural Cooper ative Development Grantsfinance the establishment and opera-
tion of centersfor cooperative development. The primary purpose of the program is
to enhance the economic conditions of rural areas through the devel opment of new
cooperatives and improved operations of existing ones.

The Appropriate Technology Transfer for Rural Areas program provides
information to farmers and other rural users on avariety of sustainable agricultural
practices, including crop and livestock operations. It helps agriculture by giving reli-
able, practical information on production techniques and practices that reduce costs
and that are friendly to the environment. Farmers can request information viaatoll-
free telephone number.

The National Sheep Industry Improvement Center, authorized in the Federal
Agriculture Improvement and Reform Act of 1996 (called the 1996 Farm Bill),
promotes strategic devel opment activities to strengthen and enhance production and
marketing of sheep and goat productsin the United States. The center, which will
have a board of directorsto overseeits activities, operates arevolving fund for loans
and grants.

Cooper ative Services helpsimprove the performance of the Nation's coopera-
tives and promotes understanding and use of the cooperative business system. By
working together for their mutual benefit in cooperatives, rural residents are often
able to reduce costs for production supplies and consumer goods, obtain services
that might otherwise be unavailable, and achieve greater returns for their products.
Cooperative Services accomplishes its mission by (1) responding to regquests for tech-
nical assistance from rural residents who want to organize a cooperative or improve
operations of an existing cooperative, (2) providing information and educational
materials relating to cooperatives, (3) conducting research on cooperative financial,
structural, managerial, policy, member governance, legal, and social issues, and
(4) collecting and disseminating statistics to support research and technical assistance
work.

The mission of the Alter native Agricultural Research and Commercialization
Corporation (AARC) isto expedite the commercialization of new industrial prod-
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ucts or of new uses for agricultural and forestry materials and animal byproducts.
The corporation makes repayabl e investments in small businessesin rural areas.
Repayments go into arevolving fund for investment in other projects. Applicants are
expected to match AARC funds with an equal amount of funding from other sources.

Rural Business Opportunity Grants, authorized by the 1996 Farm Bill, can
be made annually for up to $1.5 million to establish centers for training, technol ogy,
and trade to provide assistance to rural businesses for interactive communication
technologies to be used to develop export markets.

A Rural Venture Capital Demonstration Program, authorized by the 1996
Farm Bill, is being developed to provide a guarantee for projects that serve asa
catalyst to attract private investmentsin businessesin rural areas. The amount of
the guarantee may not exceed 30 percent of any pool of funds provided by up to
10 community development venture capital organizations.

Rural Housing Service

ecent, safe, sanitary, affordable housing and essential community facilities are

indispensable to vibrant rural communities. USDA's Rural Housing Service has
the responsibility to make these essential elements available to rural Americans. RHS
programs help finance new or improved housing for more than 70,000 moderate- or
low-income families each year. These programs also help rural communities finance
construction, enlargement, or improvement of fire stations, libraries, hospitals, clinics,
day-care centers, industrial parks, and other essential community facilities.

In October 1996, a Centralized Service Center in St. Louis, MO, opened to pro-
vide automated loan servicing to RHS single-family housing borrowers. This effort
is considered a showcase project for the reinvention of government, intended to make
government services work better and cost less. The new service, when fully imple-
mented in October 1997, will greatly expand services to borrowers while substantially
reducing the amount of staff needed to operate the program nationally.

Home Owner ship L oans provide opportunities and assistance to low income
households in rural communities, helping them to purchase, construct, repair, or
relocate a home. Borrowers are offered 33-year loans at fixed interest rates aslow as
1 percent, depending on the family's adjusted income. Moderate-income rural resi-
dents can be assisted with loan guarantees offered through private lenders. The loans,
both direct and guaranteed, can cover up to 100 percent of market value or acquisition
cost, whichever is|ess.

Home Improvement and Repair L oans and Grants enable very-low-income
rural homeowners to remove health and safety hazards from their homes and to make
homes accessible for people with disabilities. Loans have a maximum interest rate
of 1 percent. Grants are available for people age 62 and older who cannot afford to
repay aloan. A combination of funds from aloan and grant can be used by eligible
elderly residents. Housing preservation grants are made to nonprofit groups and gov-
ernment agencies to finance rehabilitation of rental units for low-income residents.
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Rural Rental Housing L oansfinance construction of rental and cooperative
housing for low-income individuals and families, including elderly or disabled per-
sons. Loans have a maximum term of 50 years, can equal up to 100 percent of the
appraised value or development cost, and can be used to construct new housing or
to purchase or rehabilitate existing structures.

Rental Assistance payments subsidize rental costs to ensure that |ow-income
tenants will pay no more than 30 percent of their income for rent.

Community FacilitiesL oans, L oan Guarantees, and Grants are used to
finance the construction, enlargement, extension, or other improvements for com-
munity facilities providing essential servicesin rural areas and towns with a popula-
tion of 20,000 or less. Funds are available to public entities such as municipalities,
counties, special-purpose districts, Indian Tribes, and nonprofit corporations.

Rural Utilities Service

he programs of the Rural Utilities Service (RUS) touch the lives of tens of mil-

lions of rural Americans daily. Through project financing and technical assis
tance, RUS builds infrastructure to provide rural businesses and households with
modern telecommunications, electric energy, and water. Today, this also means bring-
ing the "information superhighway" to rural America.

A new initiative, Water 2000, is an ambitious undertaking by RUS to extend safe,
dependable drinking water to the 1.4 million rural Americans who currently lack this
service, and to the 2.4 million people who consistently experience water-related
health problems, dry or shallow drinking wells, or frequent ordersto boil their drink-
ing water. Inthe last 2 years, RUS hasinvested $300 million in loans and grants to
the Nation’s highest priority Water 2000 projects.

RUS is more than anew name for the successful programs of predecessor agen-
cies. It isapartner with rural business and economic development efforts, providing
infrastructure that is the foundation for competitiveness. It is atechnical and financial
resource in atime of change for rural utilities.

Rural Telecommunications L oans and L oan Guar antees build modern rural
communications systems. They provide rural areas with "ramps" to the information
superhighway by making financing available for telecommunications facilities. Loans
are made to rural telephone cooperatives and companies which bring reliable and
aff ordabl e tel ecommuni cations services to more than 15 million rural Americans.

Rural Electric Loans and L oan Guar antees provide reliable, safe, and afford-
able electric energy to rural America by financing power distribution, generation,
and transmission systems. Loans are made to nonprofit and cooperative associations,
public bodies, and other utilities which serve more than 25 million rural Americans.

Distance Learning and Medical Link Loansand Grants bring distance learn-
ing and telemedicine to rural America. Education and adequate medical care are
crucia to the survival of rural communities, but are becoming increasingly difficult
to provide. This program employs innovative ways to use existing telecommunica-
tionsinfrastructure to extend the reach of educational and medical expertiseinto com-
munities without that expertise. The new loan program, authorized in the 1996 Farm
Bill, is being developed to further expand rural telecommunications infrastructure.
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Water and Waste Disposal L oans and Grants develop water and waste
disposal systems (including solid waste disposal and storm drainage) in rural areas
and towns with populations under 10,000. The funds are available to public entities
such as municipalities, counties, specia purpose districts, Indian Tribes, and non-
profit corporations. RUS also guarantees water and waste disposal oans made by
banks and other eligible lenders.

Emer gency Community Water Assistance Grants help rural communities that
have experienced a significant decline in drinking water quantity or quality to make
emergency repairs and replace existing facilities. Grants can be made in rural areas
and towns with a population of 10,000 or less and a median household income of no
more than 100 percent of the State’'s median nonmetropolitan household income.

Rural Empowerment Zones and Enterprise
Communities

SDA Rural Development isinvolved in an ambitious new effort to help revive
the rural economies of some of the Nation's most economically depressed
rural areas. USDA Rural Development is now working closely with three Rural
Empowerment Zones (EZ) and 30 Rural Enterprise Communities (EC) which are
benefiting from special economic stimulus programs to help overcome persistently
high poverty rates. These EZ/EC designations are helping to revitalize local commu-
nities by putting Americans to work.

The EZ/EC designations are based on strategic plans developed by local |eaders,
organizations, State officials, and the private sector. Each EZ and EC designation
means special consideration for various Federal programs and other assistance,
including socia service block grants, new tax-exempt facility bonds, tax incentives
for employment, and other special consideration for existing Federal programs.

Authority for asecond round of EZ/EC designations will be sought in 1997.

The Rural Empower ment Zonesare:

= Kentucky Highlands (Clinton, Jackson, and Wayne Counties),

» Mid-Deltain Mississippi (Bolivar, Sunflower, Leflore, Washington,
Humphries, and Holmes Counties), and

= Rio Grande Valley in Texas (Starr, Cameron, Hidalgo, and Willacy Counties).

The 30 Enterprise Communities include counties and towns across the Nation.
States with one or more ECsinclude: Alabama, Arizona, Arkansas, California,
Florida, Georgia, Louisiana, Michigan, Mississippi, Missouri, New Mexico, North
Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota,
Tennesseg, Virginia, Washington, and West Virginia.

Employersin the EZ will qualify for tax credits for each qualified worker who
resides in the zone. Each EZ receives $40 million and each EC receives $2.95 million
to implement the strategic plans. In addition, each EZ and EC receives priority for
certain programs available through Rural Devel opment agencies.
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How Rural Development Works

he following examplesillustrate ways in which Rural Development agencies are

working to serve rural citizens and bolster the quality of lifein rural communities:

= InWoodland, CA, aplastic bag manufacturing plant which employed 180
workers closed down. With the help of financing secured under the RBS
Business and Industry L oan Guarantee program, the plant was able to reopen
under new ownership and rehire many of the workers who lost their jobs. The
town’s mayor says the reopening of the plant symbolizeswhat can happen
when private industry and Government work as partners.

= InIndianola, MS, residents are fulfilling their dreams of homeownership
by participating in the RHS Self-Help Housing program. Participants learn
basic construction skills which enable them to invest “ sweat equity” to cover
the down payment on their own homes. In thisway, the program has helped
about 25,000 low-income families acquire homes. In Coahoma (population
390), another Mississippi Deltatown, USDA/RHS secured funding for a
multi-family elderly rental project, the area’s first Federal assistance for
housing in more than 50 years.

» |In East Prairie, MO, the unemployment rate has decreased from 10.3t0 6.7
percent thanks to economic stimulus programs made possible by itsinclusion
in the Rural Empowerment Zones/Enterprise Communities (EZ/EC) program
of USDA. The dramatic decreaseis due to the establishment of a plant that
employs 161 people to manufacture small motors. The EZ/EC program made
it possible to renovate the plant and nearby access roads.

= InVillaRidge, IL, residents have always obtained drinking water by gathering
rain water in acistern or by buying costly bottled water. Under the Water 2000
program of RUS, they are being supplied with a community water system that
will bring safe, clean drinking water into their homes.

= InFrisco City, AL, more than 250 workerslost their jobs when fire destroyed a
garment factory. The local electrical cooperative obtained an interest-free loan
from RUS, which it used to attract amedical garment factory to town, creating
210 new jobs with a possihility of 200 more jobsto be added later.

= |InZeeland, MI, an $8 million loan guarantee from RBS is financing construc-
tion and purchase of machinery and equipment for a new soybean processing
plant. The new plant is expected to add 25 new employees and expand the
facilities of Zeeland Farm Services, giving it the capacity to process about 50
percent of the soybeans grown within an 80-mile area of the plant. It will also
provide the region with a soybean meal processing facility to help meet the
needs of the rapidly expanding poultry and livestock industries of western
Michigan.

= In Chico, CA, asmall pinto bean-marketing cooperative was suffering from
declining membership and changing market conditions. RBS staff members
led management of Chico Bean Growers through an extensive strategic plan-
ning process. The co-op then launched a new businessto serve agrowing
fertilizer market while continuing to process pinto beans. The cooperative has
returned to profitability and has a bright future.
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= In New Mexico, the nonprofit Tierradel Sol Corporation used $530,000 in
RHS self-help funds and $3.8 million in 502 direct homeownership funds,
together with more than $1.1 million in private funding, to make homeowner-
ship possible for families earning about $9,200 annually. This helped to
stabilize the community by providing jobs (which the project created) and
an increased tax base.

= A medical crisiswas created when the last doctor serving 11 communitiesin
arural area of Massachusetts retired. A modern clinic was built with funding
provided by RHS, enabling community leaders to recruit several doctors.
Thiswould not have been possible without the new clinic.

= IntheBristol Bay areaof Alaska, children from several isolated villages had
to be flown to school daily. Using technology grants from RUS, Bristol is
establishing a distance-learning link which will allow studentsto participate
in classes without the daily flight to school.

The following overviews describe the three Rural Devel opment Agencies and

their main programs.



Rural Business-Cooperative Service (RBS)

reation of viable new and improved businesses and cooperativesin rural

Americaisthetop priority of thisAgency. RBS works through partnerships with
public and private community-based organizations to provide financial assistance,
business planning, and technical assistance to rural businesses. It aso conducts
research into rural economic issues, including rural cooperatives, and provides
educational material to the public

Businessand Industry (B&1) L oan Guarantees help finance rural business
and industry projects that enhance employment opportunities and improve the eco-
nomic and environmental climatein rural communities, including pollution abatement
and control. Loan guarantees are made for projects that foster lasting community
benefits and bolster existing private credit structures. Priority for B&I loan guaran-
teesis given to applications for loans from rural areas or cities of 25,000 or less, with
loans limited to areas not within the outer boundary of acity having a population of
50,000 or more and itsimmediately adjacent urbanized or urbanizing area. Loans are
limited to $25 million for any one borrower.

Direct Business and Industry (B& I) L oans are made to public, private, and
cooperative organizations, Indian Tribes or tribal groups, corporate entities, or indi-
viduals to improve the economic climatein rural areas. The program is an economic
stimulus tool which can be delivered to areas of rural Americain greatest need.

Intermediary Relending Program L oans finance business facilities and
community development projectsin rura areas, including cities of less than 25,000.
Funds loaned by RBS to intermediaries support new business facilities and community
development projectsin rural areas.

Rural Economic Development L oans and Grants promote rural economic
development and job creation projects, including feasibility studies, startup costs,
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and other reasonable project expenses. The maximum amount of agrant or loanis

$400,000. Loans have amaximum term of 10 years and are repaid without interest.
These loans and grants are available to existing Rural Utilities Service electric and
telecommuni cations borrowers.

Rural Business Enterprise Grantsassist public bodies, nonprofit corporations,
and federally recognized Indian Tribal groups to finance small and emerging private
business enterprises|ocated in rural areas. A rural areais defined as an area outside
the boundary of acity with a population of 50,000 or more and itsimmediately adja-
cent urbanized or urbanizing area. Funds may be used to finance and devel op small
and emerging private business enterprises. Grant funds may be used for acquisition
and development of land and the construction of buildings, plants, equipment, access
streets and roads, parking areas, and utility and service extensions. In addition, funds
may be used for refinancing, fees for professional services, technical assistance,
startup costs and working capital, financial assistance to athird party, production of
television programs targeted for rural residents, and rural distance-learning networks.

Rural Cooper ative Development Grantsfinance the establishment and opera-
tion of centersfor cooperative development. The primary purpose of the program is
to enhance the economic conditions of rural areas through the devel opment of new
cooperatives and improved operations of existing ones.

The Appropriate Technology Transfer for Rural Areas program provides
information to farmers and other rural users on avariety of sustainable agricultural
practices, including crop and livestock operations. It helps agriculture by giving reli-
able, practical information on production techniques and practices that reduce costs
and that are friendly to the environment. Farmers can request information viaatoll-
free telephone number.

The National Sheep Industry Improvement Center, authorized in the Federal
Agriculture Improvement and Reform Act of 1996 (called the 1996 Farm Bill),
promotes strategic devel opment activities to strengthen and enhance production and
marketing of sheep and goat productsin the United States. The center, which will
have a board of directorsto overseeits activities, operates arevolving fund for loans
and grants.

Cooper ative Services helpsimprove the performance of the Nation's coopera-
tives and promotes understanding and use of the cooperative business system. By
working together for their mutual benefit in cooperatives, rural residents are often
able to reduce costs for production supplies and consumer goods, obtain services
that might otherwise be unavailable, and achieve greater returns for their products.
Cooperative Services accomplishes its mission by (1) responding to regquests for tech-
nical assistance from rural residents who want to organize a cooperative or improve
operations of an existing cooperative, (2) providing information and educational
materials relating to cooperatives, (3) conducting research on cooperative financial,
structural, managerial, policy, member governance, legal, and social issues, and
(4) collecting and disseminating statistics to support research and technical assistance
work.

The mission of the Alter native Agricultural Research and Commercialization
Corporation (AARC) isto expedite the commercialization of new industrial prod-
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ucts or of new uses for agricultural and forestry materials and animal byproducts.
The corporation makes repayabl e investments in small businessesin rural areas.
Repayments go into arevolving fund for investment in other projects. Applicants are
expected to match AARC funds with an equal amount of funding from other sources.

Rural Business Opportunity Grants, authorized by the 1996 Farm Bill, can
be made annually for up to $1.5 million to establish centers for training, technol ogy,
and trade to provide assistance to rural businesses for interactive communication
technologies to be used to develop export markets.

A Rural Venture Capital Demonstration Program, authorized by the 1996
Farm Bill, is being developed to provide a guarantee for projects that serve asa
catalyst to attract private investmentsin businessesin rural areas. The amount of
the guarantee may not exceed 30 percent of any pool of funds provided by up to
10 community development venture capital organizations.



Rural Housing Service

ecent, safe, sanitary, affordable housing and essential community facilities are

indispensable to vibrant rural communities. USDA's Rural Housing Service has
the responsibility to make these essential elements available to rural Americans. RHS
programs help finance new or improved housing for more than 70,000 moderate- or
low-income families each year. These programs also help rural communities finance
construction, enlargement, or improvement of fire stations, libraries, hospitals, clinics,
day-care centers, industrial parks, and other essential community facilities.

In October 1996, a Centralized Service Center in St. Louis, MO, opened to pro-
vide automated loan servicing to RHS single-family housing borrowers. This effort
is considered a showcase project for the reinvention of government, intended to make
government services work better and cost less. The new service, when fully imple-
mented in October 1997, will greatly expand services to borrowers while substantially
reducing the amount of staff needed to operate the program nationally.

Home Owner ship L oans provide opportunities and assistance to low income
householdsin rural communities, helping them to purchase, construct, repair, or
relocate a home. Borrowers are offered 33-year loans at fixed interest rates as low as
1 percent, depending on the family's adjusted income. Moderate-income rural resi-
dents can be assisted with loan guarantees offered through private lenders. The loans,
both direct and guaranteed, can cover up to 100 percent of market value or acquisition
cost, whichever isless.

Home Improvement and Repair L oans and Grants enable very-low-income
rural homeowners to remove health and safety hazards from their homes and to make
homes accessible for people with disabilities. Loans have a maximum interest rate
of 1 percent. Grants are available for people age 62 and older who cannot afford to
repay aloan. A combination of funds from aloan and grant can be used by €eligible
elderly residents. Housing preservation grants are made to nonprofit groups and gov-
ernment agencies to finance rehabilitation of rental unitsfor low-income residents.
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Rural Rental Housing L oansfinance construction of rental and cooperative
housing for low-income individuals and families, including elderly or disabled per-
sons. Loans have a maximum term of 50 years, can equal up to 100 percent of the
appraised value or development cost, and can be used to construct new housing or
to purchase or rehabilitate existing structures.

Rental Assistance payments subsidize rental costs to ensure that |ow-income
tenants will pay no more than 30 percent of their income for rent.

Community FacilitiesL oans, L oan Guarantees, and Grants are used to
finance the construction, enlargement, extension, or other improvements for com-
munity facilities providing essential servicesin rural areas and towns with a popula-
tion of 20,000 or less. Funds are available to public entities such as municipalities,
counties, special-purpose districts, Indian Tribes, and nonprofit corporations.



Rural Utilities Service

he programs of the Rural Utilities Service (RUS) touch the lives of tens of mil-

lions of rural Americans daily. Through project financing and technical assis
tance, RUS builds infrastructure to provide rural businesses and households with
modern telecommunications, electric energy, and water. Today, this also means bring-
ing the "information superhighway" to rural America.

A new initiative, Water 2000, is an ambitious undertaking by RUS to extend safe,
dependable drinking water to the 1.4 million rural Americans who currently lack this
service, and to the 2.4 million people who consistently experience water-related
health problems, dry or shallow drinking wells, or frequent ordersto boil their drink-
ing water. Inthelast 2 years, RUS hasinvested $300 million in loans and grants to
the Nation’s highest priority Water 2000 projects.

RUS is more than a new name for the successful programs of predecessor agen-
cies. It isapartner with rural business and economic development efforts, providing
infrastructure that is the foundation for competitiveness. It is atechnical and financial
resource in atime of change for rural utilities.

Rural Telecommunications L oans and L oan Guar antees build modern rural
communications systems. They provide rural areas with "ramps" to the information
superhighway by making financing available for telecommunications facilities. Loans
are made to rural telephone cooperatives and companies which bring reliable and
aff ordabl e tel ecommuni cations services to more than 15 million rural Americans.

Rural Electric Loans and L oan Guar antees provide reliable, safe, and afford-
able electric energy to rural America by financing power distribution, generation,
and transmission systems. Loans are made to nonprofit and cooperative associations,
public bodies, and other utilities which serve more than 25 million rural Americans.

Distance Learning and Medical Link Loansand Grants bring distance learn-
ing and telemedicine to rural America. Education and adequate medical care are
crucia to the survival of rural communities, but are becoming increasingly difficult
to provide. This program employs innovative ways to use existing telecommunica-
tionsinfrastructure to extend the reach of educational and medical expertiseinto com-
munities without that expertise. The new loan program, authorized in the 1996 Farm
Bill, is being developed to further expand rural telecommunications infrastructure.
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Water and Waste Disposal L oans and Grants develop water and waste
disposal systems (including solid waste disposal and storm drainage) in rural areas
and towns with populations under 10,000. The funds are available to public entities
such as municipalities, counties, specia purpose districts, Indian Tribes, and non-
profit corporations. RUS also guarantees water and waste disposal oans made by
banks and other eligible lenders.

Emer gency Community Water Assistance Grants help rural communities that
have experienced a significant decline in drinking water quantity or quality to make
emergency repairs and replace existing facilities. Grants can be made in rural areas
and towns with a population of 10,000 or less and a median household income of no
more than 100 percent of the State’'s median nonmetropolitan household income.



Rural Empowerment Zones and Enterprise
Communities

SDA Rural Development isinvolved in an ambitious new effort to help revive
the rural economies of some of the Nation's most economically depressed
rural areas. USDA Rural Development is now working closely with three Rural
Empowerment Zones (EZ) and 30 Rural Enterprise Communities (EC) which are
benefiting from special economic stimulus programs to help overcome persistently
high poverty rates. These EZ/EC designations are helping to revitalize local commu-
nities by putting Americans to work.

The EZ/EC designations are based on strategic plans developed by local leaders,
organizations, State officials, and the private sector. Each EZ and EC designation
means specia consideration for various Federal programs and other assistance,
including socia service block grants, new tax-exempt facility bonds, tax incentives
for employment, and other special consideration for existing Federal programs.

Authority for asecond round of EZ/EC designations will be sought in 1997.

The Rural Empower ment Zonesare:

= Kentucky Highlands (Clinton, Jackson, and Wayne Counties),

» Mid-Ddtain Mississippi (Bolivar, Sunflower, Leflore, Washington,
Humphries, and Holmes Counties), and

= Rio Grande Valley in Texas (Starr, Cameron, Hidalgo, and Willacy Counties).

The 30 Enterprise Communities include counties and towns across the Nation.
States with one or more ECs include: Alabama, Arizona, Arkansas, California,
Florida, Georgia, Louisiana, Michigan, Mississippi, Missouri, New Mexico, North
Caralina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota,
Tennessee, Virginia, Washington, and West Virginia.

Employersin the EZ will qualify for tax credits for each qualified worker who
residesin the zone. Each EZ receives $40 million and each EC receives $2.95 million
to implement the strategic plans. In addition, each EZ and EC receives priority for
certain programs available through Rural Devel opment agencies.
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Rural Development: Creating
Opportunity for Rural Americans

SDA Rural Development is forging new partnerships with rural America by

funding development projects and providing technical stance and informa-
tion to create quality jobs, services, housing, and utilities. The need to revitalize
rural Americaisessentia if it isto maintain or regain its posture as a place where
millions of rural people can achieve the American dream. This need is evident from
the following:

= Morethan 53 million peoplelivein rural areas of the United States, 16.4
percent of whom livein households with income below the Federal poverty
level.

» 45 percent of the rural population livesin relatively isolated communities
which often lack access to the same level of servicesas are availablein
urbanized areas.

= During the last 20 years, the number of rural workers employed on farms has
been cut approximately in half; 80 percent of all rural Americans now earn
their living from nonfarm sources. To sustain the economic viability of rural
areas, jobs lost to more efficient farming methods need to be replaced with
new businesses or industries.

= 535 rural counties endure persistent poverty, with more than 20 percent of
their residents living bel ow the poverty level.

USDA's Rural Development mission areawas created in 1994 as aresult of the
reorganization of the Farmers Home Administration, the Rural Development Admini-
stration, and the Rural Electrification Administration. Agencies that provide services
to rural Americawere put together so they look alike, act alike, and work alike.

Rural Development is comprised of three sister agencies. The Rural Utilities
Service (RUS) addresses rural America’s need for basic services such as clean run-
ning water, sewers and waste disposal, electricity, and telecommunications. The
Rural Housing Service (RHS) addresses rural America’s need for single-family and
multi-family housing as well as health facilities, fire and police stations, and other
community facilities. The Rural Business-Cooperative Service (RBS) addresses rural
America’s need for help in developing new economic opportunities and allowing
businesses and cooperatives to remain viable in a changing economy.

In addition, the Federal Government is seeking to form partnerships with other
entities—such as State, local, and tribal governments, private and nonprofit organiza-
tions, and member-owned cooperatives—to engage in rural revitalization efforts.
Rural Development programs are provided across the Nation through 47 State offices
and 1,222 area and local offices. During 1997, Rural Development plansto close or
consolidate 399 of itsfield (areaand local) offices.



How Rural Development Works

he following examplesillustrate ways in which Rural Development agencies are

working to serve rural citizens and bolster the quality of lifein rural communities:

= InWoodland, CA, aplastic bag manufacturing plant which employed 180
workers closed down. With the help of financing secured under the RBS
Business and Industry L oan Guarantee program, the plant was able to reopen
under new ownership and rehire many of the workers who lost their jobs. The
town’s mayor says the reopening of the plant symbolizeswhat can happen
when private industry and Government work as partners.

= InIndianola, MS, residents are fulfilling their dreams of homeownership
by participating in the RHS Self-Help Housing program. Participants learn
basic construction skills which enable them to invest “ sweat equity” to cover
the down payment on their own homes. In thisway, the program has helped
about 25,000 low-income families acquire homes. In Coahoma (population
390), another Mississippi Deltatown, USDA/RHS secured funding for a
multi-family elderly rental project, the area’s first Federal assistance for
housing in more than 50 years.

» |In East Prairie, MO, the unemployment rate has decreased from 10.3t0 6.7
percent thanks to economic stimulus programs made possible by itsinclusion
in the Rural Empowerment Zones/Enterprise Communities (EZ/EC) program
of USDA. The dramatic decreaseis due to the establishment of a plant that
employs 161 people to manufacture small motors. The EZ/EC program made
it possible to renovate the plant and nearby access roads.

= InVillaRidge, IL, residents have always obtained drinking water by gathering
rain water in acistern or by buying costly bottled water. Under the Water 2000
program of RUS, they are being supplied with a community water system that
will bring safe, clean drinking water into their homes.

= InFrisco City, AL, more than 250 workerslost their jobs when fire destroyed a
garment factory. The local electrical cooperative obtained an interest-free loan
from RUS, which it used to attract amedical garment factory to town, creating
210 new jobs with a possihility of 200 more jobsto be added later.

= |InZeeland, MI, an $8 million loan guarantee from RBS is financing construc-
tion and purchase of machinery and equipment for a new soybean processing
plant. The new plant is expected to add 25 new employees and expand the
facilities of Zeeland Farm Services, giving it the capacity to process about 50
percent of the soybeans grown within an 80-mile area of the plant. It will also
provide the region with a soybean meal processing facility to help meet the
needs of the rapidly expanding poultry and livestock industries of western
Michigan.

= In Chico, CA, asmall pinto bean-marketing cooperative was suffering from
declining membership and changing market conditions. RBS staff members
led management of Chico Bean Growers through an extensive strategic plan-
ning process. The co-op then launched a new businessto serve agrowing
fertilizer market while continuing to process pinto beans. The cooperative has
returned to profitability and has a bright future.
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= In New Mexico, the nonprofit Tierradel Sol Corporation used $530,000 in
RHS self-help funds and $3.8 million in 502 direct homeownership funds,
together with more than $1.1 million in private funding, to make homeowner-
ship possible for families earning about $9,200 annually. This helped to
stabilize the community by providing jobs (which the project created) and
an increased tax base.

= A medical crisiswas created when the last doctor serving 11 communitiesin
arural area of Massachusetts retired. A modern clinic was built with funding
provided by RHS, enabling community leaders to recruit several doctors.
Thiswould not have been possible without the new clinic.

= IntheBristol Bay areaof Alaska, children from several isolated villages had
to be flown to school daily. Using technology grants from RUS, Bristol is
establishing a distance-learning link which will allow studentsto participate
in classes without the daily flight to school.

The following overviews describe the three Rural Devel opment Agencies and

their main programs.

Rural Business-Cooperative Service (RBS)

reation of viable new and improved businesses and cooperativesin rural

Americaisthetop priority of thisAgency. RBS works through partnerships with
public and private community-based organizations to provide financial assistance,
business planning, and technical assistanceto rural businesses. It also conducts
research into rural economic issues, including rural cooperatives, and provides
educational material to the public

Businessand Industry (B& 1) L oan Guarantees help finance rural business
and industry projects that enhance employment opportunities and improve the eco-
nomic and environmental climate in rural communities, including pollution abatement
and control. Loan guarantees are made for projects that foster lasting community
benefits and bolster existing private credit structures. Priority for B&| loan guaran-
teesis given to applications for loans from rural areas or cities of 25,000 or less, with
loans limited to areas not within the outer boundary of a city having a population of
50,000 or more and itsimmediately adjacent urbanized or urbanizing area. Loans are
limited to $25 million for any one borrower.

Direct Business and Industry (B& I) L oans are made to public, private, and
cooperative organizations, Indian Tribes or tribal groups, corporate entities, or indi-
vidualsto improve the economic climate in rural areas. The program is an economic
stimulus tool which can be delivered to areas of rural Americain greatest need.

Intermediary Relending Program L oans finance business facilities and
community development projectsin rural areas, including cities of less than 25,000.
Funds loaned by RBS to intermediaries support new business facilities and community
development projectsin rural areas.

Rural Economic Development L oansand Grants promote rural economic
development and job creation projects, including feasibility studies, startup costs,
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and other reasonable project expenses. The maximum amount of agrant or loanis

$400,000. Loans have amaximum term of 10 years and are repaid without interest.
These loans and grants are available to existing Rural Utilities Service electric and
telecommuni cations borrowers.

Rural Business Enterprise Grantsassist public bodies, nonprofit corporations,
and federally recognized Indian Tribal groups to finance small and emerging private
business enterprises|ocated in rural areas. A rural areais defined as an area outside
the boundary of acity with a population of 50,000 or more and itsimmediately adja-
cent urbanized or urbanizing area. Funds may be used to finance and devel op small
and emerging private business enterprises. Grant funds may be used for acquisition
and development of land and the construction of buildings, plants, equipment, access
streets and roads, parking areas, and utility and service extensions. In addition, funds
may be used for refinancing, fees for professional services, technical assistance,
startup costs and working capital, financial assistance to athird party, production of
television programs targeted for rural residents, and rural distance-learning networks.

Rural Cooper ative Development Grantsfinance the establishment and opera-
tion of centersfor cooperative development. The primary purpose of the program is
to enhance the economic conditions of rural areas through the devel opment of new
cooperatives and improved operations of existing ones.

The Appropriate Technology Transfer for Rural Areas program provides
information to farmers and other rural users on avariety of sustainable agricultural
practices, including crop and livestock operations. It helps agriculture by giving reli-
able, practical information on production techniques and practices that reduce costs
and that are friendly to the environment. Farmers can request information viaatoll-
free telephone number.

The National Sheep Industry Improvement Center, authorized in the Federal
Agriculture Improvement and Reform Act of 1996 (called the 1996 Farm Bill),
promotes strategic devel opment activities to strengthen and enhance production and
marketing of sheep and goat productsin the United States. The center, which will
have a board of directorsto overseeits activities, operates arevolving fund for loans
and grants.

Cooper ative Services helpsimprove the performance of the Nation's coopera-
tives and promotes understanding and use of the cooperative business system. By
working together for their mutual benefit in cooperatives, rural residents are often
able to reduce costs for production supplies and consumer goods, obtain services
that might otherwise be unavailable, and achieve greater returns for their products.
Cooperative Services accomplishes its mission by (1) responding to regquests for tech-
nical assistance from rural residents who want to organize a cooperative or improve
operations of an existing cooperative, (2) providing information and educational
materials relating to cooperatives, (3) conducting research on cooperative financial,
structural, managerial, policy, member governance, legal, and social issues, and
(4) collecting and disseminating statistics to support research and technical assistance
work.

The mission of the Alter native Agricultural Research and Commercialization
Corporation (AARC) isto expedite the commercialization of new industrial prod-
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Rural Housing Service

ecent, safe, sanitary, affordable housing and essential community facilities are

indispensable to vibrant rural communities. USDA's Rural Housing Service has
the responsibility to make these essential elements available to rural Americans. RHS
programs help finance new or improved housing for more than 70,000 moderate- or
low-income families each year. These programs also help rural communities finance
construction, enlargement, or improvement of fire stations, libraries, hospitals, clinics,
day-care centers, industrial parks, and other essential community facilities.

In October 1996, a Centralized Service Center in St. Louis, MO, opened to pro-
vide automated loan servicing to RHS single-family housing borrowers. This effort
is considered a showcase project for the reinvention of government, intended to make
government services work better and cost less. The new service, when fully imple-
mented in October 1997, will greatly expand services to borrowers while substantially
reducing the amount of staff needed to operate the program nationally.

Home Owner ship L oans provide opportunities and assistance to low income
householdsin rural communities, helping them to purchase, construct, repair, or
relocate a home. Borrowers are offered 33-year loans at fixed interest rates as low as
1 percent, depending on the family's adjusted income. Moderate-income rural resi-
dents can be assisted with loan guarantees offered through private lenders. The loans,
both direct and guaranteed, can cover up to 100 percent of market value or acquisition
cost, whichever isless.

Home Improvement and Repair L oans and Grants enable very-low-income
rural homeowners to remove health and safety hazards from their homes and to make
homes accessible for people with disabilities. Loans have a maximum interest rate
of 1 percent. Grants are available for people age 62 and older who cannot afford to
repay aloan. A combination of funds from aloan and grant can be used by €eligible
elderly residents. Housing preservation grants are made to nonprofit groups and gov-
ernment agencies to finance rehabilitation of rental unitsfor low-income residents.
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Rural Utilities Service

he programs of the Rural Utilities Service (RUS) touch the lives of tens of mil-

lions of rural Americans daily. Through project financing and technical assis
tance, RUS builds infrastructure to provide rural businesses and households with
modern telecommunications, electric energy, and water. Today, this also means bring-
ing the "information superhighway" to rural America.

A new initiative, Water 2000, is an ambitious undertaking by RUS to extend safe,
dependable drinking water to the 1.4 million rural Americans who currently lack this
service, and to the 2.4 million people who consistently experience water-related
health problems, dry or shallow drinking wells, or frequent ordersto boil their drink-
ing water. Inthelast 2 years, RUS hasinvested $300 million in loans and grants to
the Nation’s highest priority Water 2000 projects.

RUS is more than a new name for the successful programs of predecessor agen-
cies. It isapartner with rural business and economic development efforts, providing
infrastructure that is the foundation for competitiveness. It is atechnical and financial
resource in atime of change for rural utilities.

Rural Telecommunications L oans and L oan Guar antees build modern rural
communications systems. They provide rural areas with "ramps" to the information
superhighway by making financing available for telecommunications facilities. Loans
are made to rural telephone cooperatives and companies which bring reliable and
aff ordabl e tel ecommuni cations services to more than 15 million rural Americans.

Rural Electric Loans and L oan Guar antees provide reliable, safe, and afford-
able electric energy to rural America by financing power distribution, generation,
and transmission systems. Loans are made to nonprofit and cooperative associations,
public bodies, and other utilities which serve more than 25 million rural Americans.

Distance Learning and Medical Link Loansand Grants bring distance learn-
ing and telemedicine to rural America. Education and adequate medical care are
crucia to the survival of rural communities, but are becoming increasingly difficult
to provide. This program employs innovative ways to use existing telecommunica-
tionsinfrastructure to extend the reach of educational and medical expertiseinto com-
munities without that expertise. The new loan program, authorized in the 1996 Farm
Bill, is being developed to further expand rural telecommunications infrastructure.
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Rural Empowerment Zones and Enterprise
Communities

SDA Rural Development isinvolved in an ambitious new effort to help revive
the rural economies of some of the Nation's most economically depressed
rural areas. USDA Rural Development is now working closely with three Rural
Empowerment Zones (EZ) and 30 Rural Enterprise Communities (EC) which are
benefiting from special economic stimulus programs to help overcome persistently
high poverty rates. These EZ/EC designations are helping to revitalize local commu-
nities by putting Americans to work.

The EZ/EC designations are based on strategic plans developed by local leaders,
organizations, State officials, and the private sector. Each EZ and EC designation
means specia consideration for various Federal programs and other assistance,
including socia service block grants, new tax-exempt facility bonds, tax incentives
for employment, and other special consideration for existing Federal programs.

Authority for asecond round of EZ/EC designations will be sought in 1997.

The Rural Empower ment Zonesare:

= Kentucky Highlands (Clinton, Jackson, and Wayne Counties),

» Mid-Ddtain Mississippi (Bolivar, Sunflower, Leflore, Washington,
Humphries, and Holmes Counties), and

= Rio Grande Valley in Texas (Starr, Cameron, Hidalgo, and Willacy Counties).

The 30 Enterprise Communities include counties and towns across the Nation.
States with one or more ECs include: Alabama, Arizona, Arkansas, California,
Florida, Georgia, Louisiana, Michigan, Mississippi, Missouri, New Mexico, North
Caralina, Ohio, Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota,
Tennessee, Virginia, Washington, and West Virginia.

Employersin the EZ will qualify for tax credits for each qualified worker who
residesin the zone. Each EZ receives $40 million and each EC receives $2.95 million
to implement the strategic plans. In addition, each EZ and EC receives priority for
certain programs available through Rural Devel opment agencies.
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For More Information
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Farm and Foreign Agricultural
Services

Farm Service Agency

What Is the Farm Service Agency?

Stabilizing farm income, helping farmers conserve land and water resources,
providing credit to new or disadvantaged farmers and ranchers, and helping farm
operations recover from the effects of disaster: These are the missions of USDA's
Farm Service Agency (FSA).

FSA was set up when the Department was reorganized in 1994, incorporating
programs from several agencies, including the Agricultural Stabilization and
Conservation Service, the Federal Crop Insurance Corporation (now a separate Risk
Management Agency), and the Farmers Home Administration. Though its name has
changed over the years, the Agency’s relationship with farmers goes back to the
1930's.

At that time, Congress set up a unique system under which Federal farm pro-
grams are administered locally. Farmers who are eligible to participate in these pro-
grams elect athree- to five-person county committee, which reviews county office
operations and makes many of the decisions on how to apply the programs. This
grassroots approach gives farmers a much-needed say in how Federal actions affect
their communities and their individual operations. After more than 60 years, it
remains a cornerstone of FSA's efforts to preserve and promote American agriculture.

1996 Farm Bill

The 1996 Farm Bill, which became law on April 4, 1996, significantly changed
U.S. agricultura policy by removing the link between income support payments and
farm prices. Farmers who participated in the wheat, feed grains, cotton, and rice pro-
gramsin any one of the previous 5 years could enter into 7-year production flexibility
contracts and receive a series of fixed annual “transition payments.” These payments
are independent of farm prices and specific crop production, in contrast to the past,
when deficiency payments were based on farm prices and the production of specific
crops.

The Federal Government no longer requires land to be idled or denies payments
if farmers switch from their historical crop. The contract, however, requires partici-
pating producers to comply with existing conservation plansfor the farm, wetland
provisions, and planting flexibility provisions, aswell asto keep the land in agricul-
tural uses.
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Thelaw provided for a one-time signup which ended August 1, 1996, for pro-
ducersto enter into production flexibility contracts. There will be no additional
signups except for land coming out of the Conservation Reserve Program. Farmers
who entered into a contract also are eligible for market transition loans at FSA county
offices.

Commodity Loan Programs

FSA administers commodity loan programs for wheat, rice, corn, grain sorghum,
barley, oats, oilseeds, tobacco, peanuts, upland and extra-long-stapl e cotton, and sugar.

The Agency provides the operating personnel for the Commodity Credit
Corporation (CCC), which supports the prices of some agricultural commodities
through loans and purchases. This provides farmers with interim financing, and
hel ps maintain balanced and adequate supplies of farm commodities, and their
orderly distribution, throughout the year and during times of surplus and scarcity.

Instead of immediately selling the crop after harvest, afarmer who grows one
or more of most field crops can store the produce and take out a“ nhonrecourse’
loan for its value, pledging the crop itself as collateral. Nonrecourse means that the
producer can discharge debtsin full by forfeiting, or delivering, the commodity to
the Government.

The nonrecourse loan alows farmers to pay their bills and other loan payments
when they come due, without having to sell crops at atime of year when pricestend
to be at their lowest. Later, when market conditions are more favorable, farmers can
sell crops and repay the loan with the proceeds. Or, if the prevailing price of the crop
remains below the loan level set by USDA, farmers can keep |oan proceeds, and give
the crop to the CCC instead.

CCC loan rates are designed to keep crops competitive in the marketplace. A
producer must have entered into a production flexibility contract to be eligible for
nonrecourse marketing assistance loans for wheat, feed grains, rice, and upland cot-
ton. Any production of acontract commodity by a producer who has entered into a
production flexibility contract is eligible for loans.

Nonrecourse loans are also available for oil seeds, tobacco, peanuts, extra-long-
staple cotton, raw cane sugar, and refined beet sugar, regardless of whether the pro-
ducer has entered into a production flexibility contract. Price support for the
marketing quota crops—tobacco and peanuts—is made available through producer
loan associations. By law, these programs must operate at no-net-cost to the U.S.
Treasury, and no-net-cost and marketing assessments are applied to both producers
and purchasers.

If the tariff rate quota (TRQ) on imported sugar exceeds 1.5 million tons, sugar
loans are nonrecourse. If the TRQ isless than that amount, sugar |oans are recourse,
which means borrowers cannot necessarily discharge their debtsin full by simply for-
feiting the commodity to the Government.
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Commodity Purchase Programs

Forfeitures under nonrecourse commodity loan programs are not the only means
by which CCC acquires inventory. Under the dairy price support program, CCC buys
surplus butter, cheese, and nonfat dry milk from processors at announced pricesto
support the price of milk. These purchases help maintain market prices at the legis-
lated support level. The 1996 Farm Bill eliminates dairy price support after
December 31, 1999.

CCC can store purchased food in over 10,000 commercia warehouses across the
Nation approved for this purpose. However, commodity inventories are not simply
kept in storage. FSA employees work to return stored commodities to private trade
channels. At the Agency’s Kansas City Commodity Office in Kansas City, Missouri,
FSA merchandisers regularly sell and swap CCC inventories, using commercial
telecommunications trading networks.

Beyond the marketplace, CCC commaoditiesfill the need for hunger relief both in
the United States and in foreign countries. FSA employees work closely with
USDA’s Food and Consumer Service to purchase and deliver foods for the National
School Lunch and many other domestic feeding programs. And, donated to “ Food for
Peace” and programs administered by voluntary organizations, these U.S. farm prod-
ucts and foods help USDA fight hunger worldwide.

Crop Insurance

Federal crop insurance protects farmers and ranchers from unexpected produc-
tion losses from natural causes, including drought, excessive moisture, hail, wind,
flooding, hurricanes, tornadoes, and lightning. It does not cover losses resulting from
neglect, poor farming practices, theft, or low prices. At thistime, insurance is avail-
ablefor 64 different crops.

Recent legidation replaced traditional crop disaster assistance with new,
enhanced crop insurance programs. These are the Catastrophic (CAT) Program and
the Noninsured Crop Disaster Assistance Program (NAP).

Catastrophic coverage compensates afarmer for crop losses greater than 50
percent of the operation’s average yield, at 60 percent of the expected market price.
CAT can be obtained at local FSA officesin most States or from private crop insur-
ance agents for anominal processing fee. This fee may be waived for limited-
resource farmers.

Higher levels of insurance protection are available through private crop insur-
ance agents. USDA subsidizes the premiums for these policies to encourage farmers
to take advantage of them. Buying this additional coverageisthe only way farmers
can benefit from attractive policy features permitting smaller operational units,
replanting payments, and coverage for certain quality losses.

Producers who decide not to buy crop insurance when it is available still may
participate in USDA's commaodity, conservation, and credit programs. However, they
must sign awaiver agreeing to give up eligibility for emergency crop disaster assis
tance. Thiswaiver does not disgualify an eligible producer from getting an FSA
emergency loan or a payment under NAP. Any producer who signs awaiver, and sub-
sequently decides to buy crop insurance, becomes eligible for disaster assistance for
the insured crop.
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The Noninsured Crop Disaster Assistance Program protects growers of many
crops for which Federal crop insurance is not available. In addition, any losses result-
ing from natural disasters not covered by the crop insurance policy may also be ligi-
ble. NAPassistanceis available for crops grown commercialy for food and fiber.
Floriculture, ornamental nursery products, Christmas tree crops, turfgrass sod, seed
crops, aguaculture, and industrial crops are also included.

FSA makes NAP paymentsto eligible producers when both the expected “ area”
yield islessthan 65 percent of normal, and individual crop losses arein excess of 50
percent of the average yield. If these conditions are met, the Agency pays 60 percent
of the expected market price for each unit of production lost above 50 percent.

Unlike previous disaster assistance programs, to be eligible for NAP, producers
must annually file an acreage and production report with the local FSA office. If a
farmer does not report acres and yields by the yearly deadline, NAP assistance may
be withheld following a major crop loss.

Other Emergency Assistance

In the aftermath of a natural disaster, FSA makes available a variety of emer-
gency assistance programsto farmersin counties that have been designated or
declared disaster areas. The Agency can offer cost-share assistance to producers who
do not have enough feed to maintain their eligible livestock because of aloss of a
substantial amount of their normal feed production. Emergency loans are available to
eligible farmers who suffer qualifying losses as aresult of a natural disaster. And, to
help rehabilitate farmland damaged by a natural disaster, FSA can often share the cost
of some emergency conservation practices.

In the event of anational emergency, FSA isresponsible for assuring adequate
food production and distribution, aswell as the continued availability of feed, seed,
fertilizer, and farm machinery.

Farm Loans

FSA offers direct and guaranteed farm ownership and operating loan programsto
farmerswho are temporarily unable to obtain private, commercial credit. Often, these
are beginning farmers who can't qualify for conventional loans because they have
insufficient net worth. The Agency also helps established farmers who have suffered
financial setbacks from natural disasters, or whose resources are too limited to main-
tain profitable farming operations.

Under the guaranteed |oan program, the Agency guarantees loans made by con-
ventional agricultural lendersfor up to 95 percent of principal. The lender may sell
the loan to athird party; however, the lender is always responsible for servicing the
loan. All loans must meet certain qualifying criteriato be eligible for guarantees, and
FSA has the right to monitor the lender’s servicing activities. Farmersinterested in
guaranteed loans must apply to a conventional lender, who then arranges for the guar-
antee.

For those unable to qualify for aguaranteed loan, FSA aso lends directly. Direct
loans are made and serviced by FSA officials, who also provide borrowers with
supervision and credit counseling. Funding authorities for direct loans are limited,
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and applicants may have to wait until funds become available. To qualify for adirect
farm ownership or operating loan, the applicant must be able to show sufficient
repayment ability and pledge enough collateral to fully secure the loan.

Conservation Programs

The Conservation Reserve Program protects our most fragile farmland by
encouraging farmers to stop growing crops on highly erodible and other environmen-
tally sensitive acreage. In return for planting a protective cover of grass or trees on
vulnerable property, the owner receives arental payment each year of a multiyear
contract. Cost-share payments are also available to help establish permanent areas of
grass, legumes, trees, windbreaks, or plants that improve water quality and give shel-
ter and food to wildlife.

FSA works with USDA's Natural Resources Conservation Service and other
agencies to deliver other conservation programs, including the Environmental
Quality Incentives Program (EQIP). EQIP helps farmers and ranchers improve their
property to protect the environment and conserve soil and water resources.
Participants can take advantage of education in new conservation management prac-
tices, technical support, cost-share assistance, and incentive payments.

Congress has authorized $1.3 billion for EQIP over 7 years, and the program is
expected to maximize environmental benefits per dollar expended. At least half of the
funding is earmarked for addressing environmental concerns associated with live-
stock production. The program awards 5- to 10-year cost-share or incentive payment
contracts for certain land management and structural practices, based on a competi-
tive application and evaluation process.

Where to Go for More Information

Further information and applications for the programs described in above are
available at local FSA county offices. These are usually listed in telephone directories
in the section set aside for governmental/public organizations under “U.S.
Department of Agriculture, Farm Service Agency.”

FSA State offices supervise the Agency’s county offices, and are usually located
in the State capital, or near the State |land-grant university.

For information on commodity sales and purchases, contact:
USDA FSA Kansas City Commodity Office

P.O. Box 419205

Kansas City, MO 64141-6205

Telephone: (816) 926-6364

For general information about the Agency and its programs, contact:
USDA FSA Public Affairs Staff

1400 Independence Ave., S.W. STOP 0506

Washington, DC 20250-0506

Telephone: (202) 720-5237

Information on FSA can aso be found on the FSA home page at www.fsa.usda.gov
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Aerial Photographs

FSA’'s aerial photographs of U.S. farmlands are used extensively by government
and private organizations and the public. Order forms and an index are available from
FSA county offices. For more information on photographic services, including high-
altitude photography, contact:

USDA FSA Aerial Photography Field Office

P.O. Box 30010

Salt Lake City, UT 84130-0010

Telephone: (801) 975-3503

Foreign Agricultural Service

The Agency and Its Mission

The Foreign Agricultural Service (FAS) isa USDA Agency that represents the
diverseinterests of U.S. farmers and the food and agricultural sector abroad. It also
collects, analyzes, and disseminates information about global supply and demand,
trade trends, and emerging market opportunities. FAS seeks improved market access
for U.S. products and implements programs designed to build new markets and to
maintain the competitive position of U.S. productsin the global marketplace.

FAS also carries out food aid and market-rel ated technical assistance programs,
and operates avariety of Congressionally mandated import and export programs.
FAS helps USDA and other Federal agencies, U.S. universities, and others enhance
the global competitiveness of U.S. agriculture and hel psincrease income and food
availabhility in devel oping nations by mobilizing expertise for agriculturally led eco-
nomic growth.

Formed in 1953 by executive reorganization, FAS is one of the smaller USDA
agencies, with a personnel strength of about 900. FAS operates worldwide with per-
sonnel located in more than 75 posts covering more than 130 countries. Its overseas
staff is backed up by ateam of analysts, negotiators, and marketing specialists
located in Washington, DC.

Roughly 70 percent of the annual FAS budget is devoted to building markets
overseas for U.S. farm products. Thisincludes the funding for al of FAS' trade and
attache offices overseas, aswell asitswork with U.S. commaodity associations on
cooperative promation projects. The remaining funds cover other trade functions,
including the gathering and dissemination of market information and trade policy
efforts.

To get a complete picture of the services offered and information available for
exporters, the Foreign Agricultural Service (FAS) invitesyou to visit its homepage
address at: http://www.fas.usda.gov
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Exports of U.S. Agricultural, Fish, and Wood Products

The United States is the world’s top exporter of agricultural, fish, and wood
products—with sales of $69.7 billionin FY 1996. Many factors affect trade in these
products, including economic growth, currency exchange rates, national support pro-
grams, changing food preferences and consumer lifestyles, public and private sector
market promotion efforts, and tariff and nontariff barriers.

Agricultural, fish, and wood product exports are vitally important to the Nation's
economy as awhole; they represent 11 percent of total U.S. exports. Exports provide
agricultural producers, harvesters of fish and wood products, food processing compa-
nies, and associated manufacturing firms and transport companies an expanded mar-
ket for their products and a better income. Exports also enhance our ability to use
land, labor, and capital more efficiently. This, in turn, allows our producers and indus-
triesto produce at alower cost and transport efficiently, giving the United States a
comparative advantage in the production of these goods.

U.S. exports of agricultural products (excluding wood and fish products) rose to
$59.8 hillion and created an estimated 958,000 full-time domestic jobs in 1996, or
16,000 jobs for every $1 billion in products shipped. With respect to agricultural
products, many of these jobs are created off the farm, and many of those employed
livein urban areas. About 330,000 workers, or 9 percent of the U.S. farm labor force,
are employed to produce agricultural products for the overseas market. However,
beyond the farm gate, another 628,000 people work to finance, store, package,
process, and ship agricultural exports. USDA economists calculate that, at the very
least, each dollar received from agricultural exports stimulates another $1.38 in busi-
ness activity for the economy. In 1996, U.S. agricultural exports generated $83 bil-
lion in additional economic activity. Of the 11 major U.S. industrial sectors,
agriculture generated the largest trade surplus of $27.5 billion in 1996.

Agricultural products moving into the world market can be classified as bulk,
intermediate, or consumer-oriented products. Bulk products include those commaodi-
ties free from processing, such as wheat, corn, barley, and soybeans. Intermediate
products (such as wheat flour, vegetable oils, and hides and skins) receive some pro-
cessing, but are generally not yet ready for final consumption. Consumer-oriented
foods and beverages include products that have undergone various degrees of pro-
cessing or unprocessed commodities that have relatively high per unit costs dueto
transportation or storage, like fresh fruit.

In FY 1996, U.S. exports of bulk commodities surged to $28.8 billion, up $4.3
billion from the previous year. Strong wheat, corn, and soybean prices and larger
wheat shipments accounted for much of the growth. Coarse grain exportsrose to $9.3
billion, up $1.9 billion, while wheat exports jumped 39 percent to $6.9 billion. The
value of soybean exports rose 20 percent, reaching $6.3 billion.

U.S. exports of intermediate products reached nearly $11 billion in FY 1996,
down $500 million from 1995. Declines for soybean oil, animal fats, and wheat flour
(down $537 million, $173 million, and $100 million, respectively) more than offset
therecord export levels of feeds and fodder and planting seeds (up $59 million and
$47 million, respectively).

U.S. exports of consumer-oriented products continued their strong growth in
FY 1996, reaching a new record of $20 billion and represented one-third of total
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Table 7-1.

Top 15 U.S. agricultural, fish, and wood product exports, FY 1996

Product Category $Billion
Coarse grains . ......i it B .. 9.3
Wheat . ...... ... B .. 6.9
Soybeans .. ... . B .. 6.3
Redmeats . ......... ..., C o 4.6
Cotton . ... . B .. 3.0
Poultrymeat ........ .. ... .. ... . . . ... C o 2.4
Lumber . ... ... W o 23
LOgS .. W o 2.1
Fruit,fresh . ... ... .. . C o e 2.0
Feeds&fodders......... ... . ..., b 1.9
Fruit & vegetables, processed ................ C o 1.9
Hides &skins ....... ... ... ... . i, Lo 1.6
TObacCo . ... B .. 1.4
Treenuts ......... .. C o 1.4
Soybeanmeal .......... ... .. .o L 1.3
SubtOtal .. 48.5
Total U.S. XPOItS .ottt 69.7

Note: (B) bulk, (I) intermediate, (C) consumer-oriented, (W) wood

agricultural exports. Increasesin FY 1996 were broad-based with 13 of the 16
product categories setting new record highs.

U.S. exports of fish and seafood products climbed 10 percent to $2.9 hillion in
FY 1996. U.S. exports of wood products declined from the previous year’s record
level to $7 hillionin FY 1996.

Major Markets

Although U.S. exports of agricultural, fish, and wood products are shipped to vir-
tually every country in the world, the top 10 markets account for over three-quarters
of all sales. U.S. exports rose to new records in eight of 1996's top 10 markets: Japan,
Canada, Mexico, South Korea, Taiwan, Hong Kong, Egypt, and Russia. Salesto
Canadaincreased dightly (up $48 million) while those to Mexico increased nearly
31 percent (up $1.2 billion). Salesto Chinafell $586 million from the previous year’s
record level, due mostly to lower corn exports.
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Table 7-2.

Top 10 markets for U.S. agricultural, fish, and wood products,
FY 1996

Share of Total
Exports U.S. Exports
Market (Billion dollars) (Percent)
Japan* ... 166 ... 23.9
European Union-15 ... ..................... 105. .. 15
Canada* ....... ... ... 1T 11
MeXiCO* . .. 5.3 7.5
South Korea* ......... ... ... O 6
Taiwan® . ... 31 4.5
China ...... .. . 19 2.8
HongKong* ...... ... . . i 16 ... 2.4
Egypt: ... 14 . 2
Russian Federation* .. ....................... 13 1.8
SUDBLOtAl oo 53.5
Total U.S. eXPOrtS....ccoveiiieeiriie e 69.7

* Record exports in FY 1996

Imports of U.S. Agricultural, Fish, and Wood Products

Along with the European Union and Japan, the United States ranks among the
world’s largest importers of agricultural, fish, and wood products. However, unlike
these other major importers, these products make up only asmall portion of total U.S.
merchandise imports. In FY 1996, the $49.8 hillion in U.S. purchases of agricultural,
fish, and wood products accounted for only 6 percent of total U.S. merchandise
imports.

Imports provide consumers with products that are either not produced or not
available in sufficient quantitiesin the United States. Major agricultural imports gen-
erally not domestically produced include spices, teas, cocoa, coffee, bananas, natural
rubber, and silk. Domestic production of other products, such as certain cheeses,
olives, olive ail, wools, lumber, shrimp, tuna, and tobacco, isinsufficient to meet
domestic demand. Some seasonal items, such as fresh fruits and vegetables, are
imported during periods when U.S. production cannot meet domestic demand.
Finally, certain products such as some spices and sugar are purchased in their raw
form for processing and packaging in the United States because foreign producers
have a cost advantage over U.S. producers.

Agricultural, fish, and wood product imports provide U.S. consumers with a
wider variety of lower priced goods than would be available by relying solely on the
domestic market. Many of these products are used as ingredients in high-value foods,
beverages, and industrial products that are purchased at home and abroad. Imports
also support domestic jobsin the storage, processing, distribution, and retail indus-
tries. U.S. imports also provide foreign countries with needed foreign exchange that,
in turn, can be used to purchase U.S. products.
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L eading Products

Imports of agricultural products rose 9 percent to arecord $32.3 hillionin FY
1996. Fish and seafood imports fell 2 percent from the previous year’s record level to
$65 billion, while wood product importsincreased 13 percent to arecord high $11
billion.

Agricultural imports can be divided into three main categories based on level of
processing and end market use: bulk commodities, high-value intermediate products,
and high-value consumer-oriented foods and beverages. In FY 1996, bulk commodity
imports remained stable at $6.6 billion, with higher tobacco and cocoa beans (up
$198 and $227 million, respectively) offsetting declines in coffee and sugar (down
$449 and $77 million, respectively).

Intermediate products rose 14 percent in 1996 to arecord $7.4 billion as aresult
of rising purchases of sugar/sweeteners and vegetable oils (up $522 million and $200
million, respectively). Consumer food and beverage imports rose 10 percent to a
record $18.3 hillion based on gains across most major product groups.

Table 7-3.

Top 15 U.S. agricultural, fish, and wood product imports, FY 1996
Product Category $Billion
Lumber* ... ... W o 6.4
Rawcoffee ...... ... ... . . B .. 2.3
Shrimp ... FS o 25
Redmeats . ....... ... ... C o 2.3
Wine &beer* ........ .. .. .. . C o 2.6
Panel products* ........... ... .. .. ... ... W o 23
Fruit & vegs., processed* .................... C o 1.8
Vegetables, fresh* .. ... ... . ... ... ... .. ... C o 1.7
Liveanimals .......... .. ... b 1.6
Rubber & allied products . .................... B ... 15
Snackfoods* .......... ... ... ... . C o 1.4
Sugars & sweeteners* . ............. ... L 1.3
Bananas* .......... .. ... .. C o 1.2
Fruit, fresh (excl. bananas)* .................. C o 1.2
Nursery products* . ..............coiiuinn.n. C o 0.9
SUbtOtal .. e 30.7
Total U.S. IMpPOItS ..o 49.8

Note: (B) bulk agriculture, (I) intermediate agriculture, (C) consumer-oriented agricul-
ture, (W) wood, (FS) fish & seafood. *Record import value in 1996.
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Major suppliers

Although the United States imported products from virtually every country in the
world, the top 15 countries supplied more than 85 percent of U.S. agricultural, fish,
and forest importsin FY 1996. Canada was the top supplier, with record sales of
$15.8 billion. The major products imported from Canada were lumber, wood panel
products, live cattle, red meats, and snack foods. At $6.8 hillion, the European Union
ranked second, mainly supplying high-value consumer foods. The major products
were wine and malt beverages, snack foods (including confectioneries and biscuits),
processed fruits and vegetables, and cheeses. Other major suppliersinclude: Mexico
(fresh fruits and vegetables, raw coffee beans, and shrimp); Thailand (shrimp, tuna,
rubber, and processed fruit and vegetables); Indonesia (rubber, wood panel products,
raw coffee beans, and tropical spices); and Brazil (raw coffee beans, tobacco, fruit
juices, tree nuts, and wood panel products).

Many important suppliers of agricultural, fish, and wood products to the United
States are devel oping countries. These countries depend heavily on the export of
these products to generate foreign exchange that, in turn, is used to purchase imports.
In FY 1996 imports from devel oping countries accounted for nearly 40 percent of all
U.S. purchases of agricultural, fish, and wood products.

Table 7-4.
Top 15 suppliers of agricultural, fish, and wood products, FY 1996
Share of Total
Imports U.S. Imports
Supplier (Billion dollars) (Percent)
Canada . ... 158. . 31.6
European Union-15 ......................... 6.8 ... 13.6
MEXICO it 45 9.0
Thailand .......... .. ... . . . . . . 21 4.2
Indonesia ............ .. 21 4.3
Brazil . ... 1.7 3.4
Colombia ........ .. ... . 12 2.4
Chile ... . 1. 2.3
Ecuador ......... ... . ... ... 1.0 ... 2.1
China ..... ... ... . . 10 ... . 2.1
New Zealand .............................. 10 ... 1.9
Australia ............ .. . . 0.9 ... .. 1.8
Argentina .......... .. 08 .. 1.6
CostaRica .........coiiiiiiiiiii i 0.7 o 15
Philippines . ....... ... .. . 0.7 o 1.4

Food Aid Programs

The Federal Agriculture Improvement and Reform Act of 1996 (the 1996 Farm
Bill) reauthorized and added activities to one of the oldest U.S. export assistance pro-
grams—Public Law (PL.) 480, also known as Food for Peace.
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Current estimates of FY 1997 commodity funding available for food aid under
PL. 480 total $769 million, including $204.4 for Title | (including Title I/Food for
Progress), $542 million for Title Il (including Title [1/World Food Program), and
$22.5 million for Title I11.

The 1996 Farm Bill reauthorized Title | government-to-government concessional
sales, and included authority to sign agreements with private entities. The Act also
modified the repayment termsfor Title | credit, including elimination of the mini-
mum repayment period of 10 years and reduction of the maximum grace period from
7 to 5 years. Agricultural trade organizationswill be allowed to carry out projects or
programsin devel oping countries using funds from the sales of Title | commodities
if the organization has a market development plan approved by the Secretary. FY
1997 planned programming for PL. 480, Title |, as of April 18, 1997, provides
$185.6 million for 18 countries. Under these planned programs, approximately
774,350 metric tons of commodities are expected to be exported. These totals do not
reflect ocean freight costsfor Title |. Thusfar in FY 1997, $18.8 million of Title|
funds for commodities have been set aside to fund a number of Food for Progress
country programs.

The 1996 Farm Bill reauthorized the Title 11 emergency and private assistance
donations program. It increased the maximum level of funding that can be provided
as overseas administrative support from $13.5 million to $28 million and added
intergovernmental organizations such as the World Food Program to the list of orga-
nizations eligible to receive these funds. For FY 1997, about 2.2 million tons of
commodities, valued at approximately $542 million, are planned for donations under
Titlell, including Title Il donations through the World Food Program.

TheAct aso reauthorized the Title I11 Food for Devel opment program. This pro-
gram provides government-to-government grant food assistance to least-devel oped
countries. Local sales proceeds can be used to support a variety of economic develop-
ment and related activitiesin recipient countries. For FY 1997, about 117,000 metric
tons of commodities valued at $22.5 million are planned under Title 111.

Another program, Food for Progress, is carried out using commaodities available
for distribution under Section 416(b), or funds available to the Commodity Credit
Corporation (CCC) or appropriated under Title I, PL. 480. The program provides
commodities to needy countries as areward for having undertaken economic or agri-
cultural reform. The 1996 Farm Bill extended the authority for the Food for Progress
program to provide assistance in the administration, sale, and monitoring of food
assistance programs to strengthen private sector agriculture in recipient countries
through the year 2002. The authority is also expanded to include intergovernmental
organizationsin Food for Progress programming, to make sales on credit termsto al
eligible countries in addition to the newly independent states of the former Soviet
Union, and to include the provision of technical assistance for monetization pro-
grams. In FY 1997, Food for Progress bilateral agreements using the Title | authority
are planned with Mongolia, Kyrgyzstan, and Tajikistan, totaling about 97,021 metric
tons, valued at $18.8 million (excluding transportation). Food for Progress programs
using CCC funds are planned with U.S. private voluntary organizations for projects
in Armenia, Azerbaijan, Benin, Bosnia-Hercegovina, El Salvador, Equatorial Guinea,
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Georgia, Kyrgyzstan, Moldova, Russia, Tgjikistan, and Ukraine, totaling about
147,700 tons of commodities, valued at about $57.4 million. The Food for Progress
program islimited by a global 500,000-metric-ton legislative ceiling, and by acap on
noncommodity costs paid directly by CCC (primarily transportation) of $30 million.

The 1996 Farm Bill reauthorized the Farmer-to-Farmer Program, which can
include middle-income countries and emerging markets. ThisAct also increased the
minimum percentage of PL. 480 funding for the Farmer-to-Farmer Program from
0.2 to 0.4 percent.

The Section 416(b) Program (of the Agricultural Act of 1949) providesfor the
donation to needy countries of eligible commaodities held by CCC. There are no
Section 416(b) commodities available for programming in FY 1997.

Commercial Export Credit Guarantee Programs

The 1996 Farm Bill mandates annual program levels for the Export Credit
Guarantee Program (GSM-102) and the Intermediate Credit Guarantee Program
(GSM-103), but allows flexibility in how much is made available for each program.
The GSM-102 program guarantees repayment of short-term loans (90 daysto 3
years) made by U.S. financia institutions to eligible banks in countries that purchase
U.S. farm products. As of May 2, 1997, under the GSM-102 program some $3 billion
worth of guarantees were made available for approximately 88 countriesincluding
seven regional programs—for the Andean region, Central America, East Africa, East
Caribbean, Southern Africa, West Africa, and West Caribbean—for FY 1997. As of
May 2, 1997, registrations under the GSM-102 credit guarantee program for FY 1997
totaled $1.7 hillion for 14 countries and those same seven regions.

Guaranteesissued under the GSM-103 program can cover financing periods of
more than 3 and up to 10 years. This program is designed to help developing nations
make the transition from concessional financing to cash purchases. As of May 2,
1997, $373 million worth of intermediate guarantees were made available for FY
1997. Asof May 2, 1997, registrations under the GSM-103 credit guarantee program
for FY 1997 totaled $7.3 million for two countries.

The new Suppliers Credit Guarantee Program (SCGP) became operational in
FY 1996. As of May 2, 1997, $100 million worth of guarantees were made available
under this program for FY 1997. Asof May 2, 1997, registrations under SCGP for
FY 1997 totaled $2.95 million for two countries and the Southeast Asia region.

Export Assistance Programs

The Export Enhancement Program (EEP) was extended by the 1996 Farm Bill to
permit USDA to provide bonuses to make U.S. commodities more competitive in the
world marketplace and to offset the adverse effects of unfair trade practices or subsi-
dies. The 1996 Act provides minimum funding levels for CCC to make available for
the EEP each fiscal year through 2002. Since Nov. 6, 1991, USDA has paid EEP
bonusesin cash. In the General Agreement on Tariffs and Trade implementing legis-
lation, the focus of the EEP was changed to allow the EEPto be used as a market
promotion and expansion tool.
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The Market Access Program (MAP), formerly the Market Promotion Program,
is authorized by Section 203 of the Agricultural TradeAct of 1978, as amended. The
MAPIisfunded at $90 million annually for Fiscal Year 1996 through 2002 and is
designed to encourage the devel opment, maintenance, and expansion of foreign mar-
ketsfor U.S. agricultural commodities. Since itsinception, the MAP has provided cost-
share fundsto nearly 800 U.S. companies, cooperatives, and trade organizations to
promote their products overseas. For 1996, $90 million was allocated to 66 U.S. trade
organizations. For 1997, $90 million was allocated to 64 U.S. trade organizations.

The Foreign Market Development Program, also known as the cooperator pro-
gram, fosters a trade promotion partnership between USDA and U.S. agricultural
producers and processors, represented by approximately 40 nonprofit commaodity
or trade associations called cooperators. Projects generally fall into one of four
categories: market research, trade servicing, technical assistance, and consumer
promotions for the retail market. The cooperator program has helped support growth
in U.S. agricultural exports by enlisting private sector involvement and resourcesin
coordinated efforts to promote U.S. products to foreign importers and consumers
around the world.

Dairy Export Programs

Asamended by Section 148 of the 1996 Farm Bill, the Dairy Export Incentive
Program (DEIP) is mandated through the year 2002. The DEIP operates on a bid
bonus system similar to EEP, with cash bonus payments.

The current DEIPwas announced on July 18, 1996. Bonuses under the program
are available to 112 countries totaling 100,222 metric tons of nonfat dry milk; to 111
countries totaling 38,611 metric tons of butterfat; and to 109 countries totaling 3,669
metric tons of cheddar, feta, Gouda, mozzarella, processed American cheeses, and
cream. The allocations were valid until June 30, 1997, as provided in the invitation
for offers.

International Links

The International Cooperation and Development (ICD) area of USDA’s Foreign
Agricultural Serviceisresponsible for coordinating, supporting, and delivering a
diversified program of international cooperation and development. It aims to enhance
the competitiveness of U.S. agriculture, preserve natural resource ecosystems, and
pursue sustai nable economic devel opment worldwide by mobilizing the resources of
USDA and its affiliates.

ICD programs provide links to world resources and build a spirit of cooperation
and goodwill that serves U.S. agriculture. These links help U.S. agriculture gain
access to emerging technol ogies and to awide array of genetic material, which can be
crucia in creating new or improved agricultural products, practices, and markets.
These international partnerships are the germinating seeds that can produce arich and
diverse harvest of scientific advances and business ventures.

ICD helpsincrease income and food availability in devel oping nations by linking
the technical expertise of the U.S. agricultural community with those nations. This
cooperative effort hel ps devel oping nations surmount the barriers of hunger and
poverty and build more stable economies. Asindustrialized nations have become sat-
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urated with goods and services, investors have begun to explore devel oping nations
as markets for fresh and expanded business ventures. Nations moving from low- to
middle-income status now offer the brightest prospects for U.S. agricultural products,
atrend that islikely to continue, so USDA helpsfoster economic growth, strong
diplomatic ties, and durable trade relationships with these nations.

Risk Management Agency

he Federal Agriculture Improvement and Reform Act of 1996 created a new

independent Risk Management Agency (RMA). The 1996 Act also removed a
requirement that producers obtain at |east the catastrophic level of crop insurance
to be eligible for most USDA farm programs and assigned responsibility for the non-
insured assistance program to the Farm Service Agency.

RMA improves the economic stability of agriculture by offering producers a
sound system of crop insurance. Federal crop insurance coverslosses due to unavoid-
able causes such as drought, excessive moisture, hail, wind, frost, insects, and disease.
Currently 62 major crops are insurable. Crop insurance is available from crop insur-
ance agents. Insurance protection must be purchased prior to sales closing dates that
vary by crop and region.

In addition to administering the multiple peril crop insurance program, RMA is
responsible for coordinating an educational outreach program to help producers man-
age the financial risksinherent in the production and marketing of agricultural com-
modities. This cooperative effort involves the resources of the Cooperative State
Research, Education and Extension Service, the Commodity Futures Trading
Commission, and numerous private sector organizations.

Further, new risk management products will continue to be developed by RMA,
in conjunction with the private sector and other Government agencies. For example,
two popular revenue insurance programs, Income Protection and Crop Revenue
Coverage (CRC), were fashioned in this manner. Income Protection pays producers
when gross income isless than the level of income protection selected by the pro-
ducer. CRC also pays for production losses below the yield guarantee at the higher
of two prices determined at different times of the year. The programs are currently
available on corn, wheat, soybeans, cotton, and grain sorghum in selected States.
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Farm Service Agency

What Is the Farm Service Agency?

Stabilizing farm income, helping farmers conserve land and water resources,
providing credit to new or disadvantaged farmers and ranchers, and helping farm
operations recover from the effects of disaster: These are the missions of USDA's
Farm Service Agency (FSA).

FSA was set up when the Department was reorganized in 1994, incorporating
programs from several agencies, including the Agricultural Stabilization and
Conservation Service, the Federal Crop Insurance Corporation (now a separate Risk
Management Agency), and the Farmers Home Administration. Though its name has
changed over the years, the Agency’s relationship with farmers goes back to the
1930's.

At that time, Congress set up a unique system under which Federal farm pro-
grams are administered locally. Farmers who are eligible to participate in these pro-
grams elect athree- to five-person county committee, which reviews county office
operations and makes many of the decisions on how to apply the programs. This
grassroots approach gives farmers a much-needed say in how Federal actions affect
their communities and their individual operations. After more than 60 years, it
remains a cornerstone of FSA's efforts to preserve and promote American agriculture.

1996 Farm Bill

The 1996 Farm Bill, which became law on April 4, 1996, significantly changed
U.S. agricultura policy by removing the link between income support payments and
farm prices. Farmers who participated in the wheat, feed grains, cotton, and rice pro-
gramsin any one of the previous 5 years could enter into 7-year production flexibility
contracts and receive a series of fixed annual “transition payments.” These payments
are independent of farm prices and specific crop production, in contrast to the past,
when deficiency payments were based on farm prices and the production of specific
crops.

The Federal Government no longer requires land to be idled or denies payments
if farmers switch from their historical crop. The contract, however, requires partici-
pating producers to comply with existing conservation plansfor the farm, wetland
provisions, and planting flexibility provisions, aswell asto keep the land in agricul-
tural uses.
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Thelaw provided for a one-time signup which ended August 1, 1996, for pro-
ducersto enter into production flexibility contracts. There will be no additional
signups except for land coming out of the Conservation Reserve Program. Farmers
who entered into a contract also are eligible for market transition loans at FSA county
offices.

Commodity Loan Programs

FSA administers commodity loan programs for wheat, rice, corn, grain sorghum,
barley, oats, oilseeds, tobacco, peanuts, upland and extra-long-stapl e cotton, and sugar.

The Agency provides the operating personnel for the Commodity Credit
Corporation (CCC), which supports the prices of some agricultural commodities
through loans and purchases. This provides farmers with interim financing, and
hel ps maintain balanced and adequate supplies of farm commodities, and their
orderly distribution, throughout the year and during times of surplus and scarcity.

Instead of immediately selling the crop after harvest, afarmer who grows one
or more of most field crops can store the produce and take out a“ nhonrecourse’
loan for its value, pledging the crop itself as collateral. Nonrecourse means that the
producer can discharge debtsin full by forfeiting, or delivering, the commodity to
the Government.

The nonrecourse loan alows farmers to pay their bills and other loan payments
when they come due, without having to sell crops at atime of year when pricestend
to be at their lowest. Later, when market conditions are more favorable, farmers can
sell crops and repay the loan with the proceeds. Or, if the prevailing price of the crop
remains below the loan level set by USDA, farmers can keep |oan proceeds, and give
the crop to the CCC instead.

CCC loan rates are designed to keep crops competitive in the marketplace. A
producer must have entered into a production flexibility contract to be eligible for
nonrecourse marketing assistance loans for wheat, feed grains, rice, and upland cot-
ton. Any production of acontract commodity by a producer who has entered into a
production flexibility contract is eligible for loans.

Nonrecourse loans are also available for oil seeds, tobacco, peanuts, extra-long-
staple cotton, raw cane sugar, and refined beet sugar, regardless of whether the pro-
ducer has entered into a production flexibility contract. Price support for the
marketing quota crops—tobacco and peanuts—is made available through producer
loan associations. By law, these programs must operate at no-net-cost to the U.S.
Treasury, and no-net-cost and marketing assessments are applied to both producers
and purchasers.

If the tariff rate quota (TRQ) on imported sugar exceeds 1.5 million tons, sugar
loans are nonrecourse. If the TRQ isless than that amount, sugar |oans are recourse,
which means borrowers cannot necessarily discharge their debtsin full by simply for-
feiting the commodity to the Government.
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Commodity Purchase Programs

Forfeitures under nonrecourse commodity loan programs are not the only means
by which CCC acquires inventory. Under the dairy price support program, CCC buys
surplus butter, cheese, and nonfat dry milk from processors at announced pricesto
support the price of milk. These purchases help maintain market prices at the legis-
lated support level. The 1996 Farm Bill eliminates dairy price support after
December 31, 1999.

CCC can store purchased food in over 10,000 commercia warehouses across the
Nation approved for this purpose. However, commodity inventories are not simply
kept in storage. FSA employees work to return stored commodities to private trade
channels. At the Agency’s Kansas City Commodity Office in Kansas City, Missouri,
FSA merchandisers regularly sell and swap CCC inventories, using commercial
telecommunications trading networks.

Beyond the marketplace, CCC commaoditiesfill the need for hunger relief both in
the United States and in foreign countries. FSA employees work closely with
USDA’s Food and Consumer Service to purchase and deliver foods for the National
School Lunch and many other domestic feeding programs. And, donated to “ Food for
Peace” and programs administered by voluntary organizations, these U.S. farm prod-
ucts and foods help USDA fight hunger worldwide.

Crop Insurance

Federal crop insurance protects farmers and ranchers from unexpected produc-
tion losses from natural causes, including drought, excessive moisture, hail, wind,
flooding, hurricanes, tornadoes, and lightning. It does not cover losses resulting from
neglect, poor farming practices, theft, or low prices. At thistime, insurance is avail-
ablefor 64 different crops.

Recent legidation replaced traditional crop disaster assistance with new,
enhanced crop insurance programs. These are the Catastrophic (CAT) Program and
the Noninsured Crop Disaster Assistance Program (NAP).

Catastrophic coverage compensates afarmer for crop losses greater than 50
percent of the operation’s average yield, at 60 percent of the expected market price.
CAT can be obtained at local FSA officesin most States or from private crop insur-
ance agents for anominal processing fee. This fee may be waived for limited-
resource farmers.

Higher levels of insurance protection are available through private crop insur-
ance agents. USDA subsidizes the premiums for these policies to encourage farmers
to take advantage of them. Buying this additional coverageisthe only way farmers
can benefit from attractive policy features permitting smaller operational units,
replanting payments, and coverage for certain quality losses.

Producers who decide not to buy crop insurance when it is available still may
participate in USDA's commaodity, conservation, and credit programs. However, they
must sign awaiver agreeing to give up eligibility for emergency crop disaster assis
tance. Thiswaiver does not disgualify an eligible producer from getting an FSA
emergency loan or a payment under NAP. Any producer who signs awaiver, and sub-
sequently decides to buy crop insurance, becomes eligible for disaster assistance for
the insured crop.
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The Noninsured Crop Disaster Assistance Program protects growers of many
crops for which Federal crop insurance is not available. In addition, any losses result-
ing from natural disasters not covered by the crop insurance policy may also be ligi-
ble. NAPassistanceis available for crops grown commercialy for food and fiber.
Floriculture, ornamental nursery products, Christmas tree crops, turfgrass sod, seed
crops, aguaculture, and industrial crops are also included.

FSA makes NAP paymentsto eligible producers when both the expected “ area”
yield islessthan 65 percent of normal, and individual crop losses arein excess of 50
percent of the average yield. If these conditions are met, the Agency pays 60 percent
of the expected market price for each unit of production lost above 50 percent.

Unlike previous disaster assistance programs, to be eligible for NAP, producers
must annually file an acreage and production report with the local FSA office. If a
farmer does not report acres and yields by the yearly deadline, NAP assistance may
be withheld following a major crop loss.

Other Emergency Assistance

In the aftermath of a natural disaster, FSA makes available a variety of emer-
gency assistance programsto farmersin counties that have been designated or
declared disaster areas. The Agency can offer cost-share assistance to producers who
do not have enough feed to maintain their eligible livestock because of aloss of a
substantial amount of their normal feed production. Emergency loans are available to
eligible farmers who suffer qualifying losses as aresult of a natural disaster. And, to
help rehabilitate farmland damaged by a natural disaster, FSA can often share the cost
of some emergency conservation practices.

In the event of anational emergency, FSA isresponsible for assuring adequate
food production and distribution, aswell as the continued availability of feed, seed,
fertilizer, and farm machinery.

Farm Loans

FSA offers direct and guaranteed farm ownership and operating loan programsto
farmerswho are temporarily unable to obtain private, commercial credit. Often, these
are beginning farmers who can't qualify for conventional loans because they have
insufficient net worth. The Agency also helps established farmers who have suffered
financial setbacks from natural disasters, or whose resources are too limited to main-
tain profitable farming operations.

Under the guaranteed |oan program, the Agency guarantees loans made by con-
ventional agricultural lendersfor up to 95 percent of principal. The lender may sell
the loan to athird party; however, the lender is always responsible for servicing the
loan. All loans must meet certain qualifying criteriato be eligible for guarantees, and
FSA has the right to monitor the lender’s servicing activities. Farmersinterested in
guaranteed loans must apply to a conventional lender, who then arranges for the guar-
antee.

For those unable to qualify for aguaranteed loan, FSA aso lends directly. Direct
loans are made and serviced by FSA officials, who also provide borrowers with
supervision and credit counseling. Funding authorities for direct loans are limited,
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and applicants may have to wait until funds become available. To qualify for adirect
farm ownership or operating loan, the applicant must be able to show sufficient
repayment ability and pledge enough collateral to fully secure the loan.

Conservation Programs

The Conservation Reserve Program protects our most fragile farmland by
encouraging farmers to stop growing crops on highly erodible and other environmen-
tally sensitive acreage. In return for planting a protective cover of grass or trees on
vulnerable property, the owner receives arental payment each year of a multiyear
contract. Cost-share payments are also available to help establish permanent areas of
grass, legumes, trees, windbreaks, or plants that improve water quality and give shel-
ter and food to wildlife.

FSA works with USDA's Natural Resources Conservation Service and other
agencies to deliver other conservation programs, including the Environmental
Quality Incentives Program (EQIP). EQIP helps farmers and ranchers improve their
property to protect the environment and conserve soil and water resources.
Participants can take advantage of education in new conservation management prac-
tices, technical support, cost-share assistance, and incentive payments.

Congress has authorized $1.3 billion for EQIP over 7 years, and the program is
expected to maximize environmental benefits per dollar expended. At least half of the
funding is earmarked for addressing environmental concerns associated with live-
stock production. The program awards 5- to 10-year cost-share or incentive payment
contracts for certain land management and structural practices, based on a competi-
tive application and evaluation process.

Where to Go for More Information

Further information and applications for the programs described in above are
available at local FSA county offices. These are usually listed in telephone directories
in the section set aside for governmental/public organizations under “U.S.
Department of Agriculture, Farm Service Agency.”

FSA State offices supervise the Agency’s county offices, and are usually located
in the State capital, or near the State |land-grant university.

For information on commodity sales and purchases, contact:
USDA FSA Kansas City Commodity Office

P.O. Box 419205

Kansas City, MO 64141-6205

Telephone: (816) 926-6364

For general information about the Agency and its programs, contact:
USDA FSA Public Affairs Staff

1400 Independence Ave., S.W. STOP 0506

Washington, DC 20250-0506

Telephone: (202) 720-5237

Information on FSA can aso be found on the FSA home page at www.fsa.usda.gov
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Aerial Photographs

FSA’'s aerial photographs of U.S. farmlands are used extensively by government
and private organizations and the public. Order forms and an index are available from
FSA county offices. For more information on photographic services, including high-
altitude photography, contact:

USDA FSA Aerial Photography Field Office

P.O. Box 30010

Salt Lake City, UT 84130-0010

Telephone: (801) 975-3503



Foreign Agricultural Service

The Agency and Its Mission

The Foreign Agricultural Service (FAS) isa USDA Agency that represents the
diverseinterests of U.S. farmers and the food and agricultural sector abroad. It also
collects, analyzes, and disseminates information about global supply and demand,
trade trends, and emerging market opportunities. FAS seeks improved market access
for U.S. products and implements programs designed to build new markets and to
maintain the competitive position of U.S. productsin the global marketplace.

FAS also carries out food aid and market-related technical assistance programs,
and operates a variety of Congressionally mandated import and export programs.
FAS helps USDA and other Federal agencies, U.S. universities, and others enhance
the global competitiveness of U.S. agriculture and hel psincrease income and food
availability in devel oping nations by mobilizing expertise for agriculturally led eco-
nomic growth.

Formed in 1953 by executive reorganization, FAS is one of the smaller USDA
agencies, with apersonnel strength of about 900. FAS operates worldwide with per-
sonnel located in more than 75 posts covering more than 130 countries. Its overseas
staff is backed up by ateam of analysts, negotiators, and marketing specialists
located in Washington, DC.

Roughly 70 percent of the annual FAS budget is devoted to building markets
overseas for U.S. farm products. Thisincludes the funding for al of FAS' trade and
attache offices overseas, aswell asitswork with U.S. commaodity associations on
cooperative promation projects. The remaining funds cover other trade functions,
including the gathering and dissemination of market information and trade policy
efforts.

To get acomplete picture of the services offered and information available for
exporters, the Foreign Agricultural Service (FAS) invitesyou to visit its homepage
address at: http://www.fas.usda.gov
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Exports of U.S. Agricultural, Fish, and Wood Products

The United States is the world’s top exporter of agricultural, fish, and wood
products—with sales of $69.7 billionin FY 1996. Many factors affect trade in these
products, including economic growth, currency exchange rates, national support pro-
grams, changing food preferences and consumer lifestyles, public and private sector
market promotion efforts, and tariff and nontariff barriers.

Agricultural, fish, and wood product exports are vitally important to the Nation's
economy as awhole; they represent 11 percent of total U.S. exports. Exports provide
agricultural producers, harvesters of fish and wood products, food processing compa-
nies, and associated manufacturing firms and transport companies an expanded mar-
ket for their products and a better income. Exports also enhance our ability to use
land, labor, and capital more efficiently. This, in turn, allows our producers and indus-
triesto produce at alower cost and transport efficiently, giving the United States a
comparative advantage in the production of these goods.

U.S. exports of agricultural products (excluding wood and fish products) rose to
$59.8 hillion and created an estimated 958,000 full-time domestic jobs in 1996, or
16,000 jobs for every $1 billion in products shipped. With respect to agricultural
products, many of these jobs are created off the farm, and many of those employed
livein urban areas. About 330,000 workers, or 9 percent of the U.S. farm labor force,
are employed to produce agricultural products for the overseas market. However,
beyond the farm gate, another 628,000 people work to finance, store, package,
process, and ship agricultural exports. USDA economists calculate that, at the very
least, each dollar received from agricultural exports stimulates another $1.38 in busi-
ness activity for the economy. In 1996, U.S. agricultural exports generated $83 bil-
lion in additional economic activity. Of the 11 major U.S. industrial sectors,
agriculture generated the largest trade surplus of $27.5 billion in 1996.

Agricultural products moving into the world market can be classified as bulk,
intermediate, or consumer-oriented products. Bulk products include those commaodi-
ties free from processing, such as wheat, corn, barley, and soybeans. Intermediate
products (such as wheat flour, vegetable oils, and hides and skins) receive some pro-
cessing, but are generally not yet ready for final consumption. Consumer-oriented
foods and beverages include products that have undergone various degrees of pro-
cessing or unprocessed commodities that have relatively high per unit costs dueto
transportation or storage, like fresh fruit.

In FY 1996, U.S. exports of bulk commodities surged to $28.8 billion, up $4.3
billion from the previous year. Strong wheat, corn, and soybean prices and larger
wheat shipments accounted for much of the growth. Coarse grain exportsrose to $9.3
billion, up $1.9 billion, while wheat exports jumped 39 percent to $6.9 billion. The
value of soybean exports rose 20 percent, reaching $6.3 billion.

U.S. exports of intermediate products reached nearly $11 billion in FY 1996,
down $500 million from 1995. Declines for soybean oil, animal fats, and wheat flour
(down $537 million, $173 million, and $100 million, respectively) more than offset
therecord export levels of feeds and fodder and planting seeds (up $59 million and
$47 million, respectively).

U.S. exports of consumer-oriented products continued their strong growth in
FY 1996, reaching a new record of $20 billion and represented one-third of total
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Table 7-1.

Top 15 U.S. agricultural, fish, and wood product exports, FY 1996

Product Category $Billion
Coarse grains . ......i it B .. 9.3
Wheat . ...... ... B .. 6.9
Soybeans .. ... . B .. 6.3
Redmeats . ......... ..., C o 4.6
Cotton . ... . B .. 3.0
Poultrymeat ........ .. ... .. ... . . . ... C o 2.4
Lumber . ... ... W o 23
LOgS .. W o 2.1
Fruit,fresh . ... ... .. . C o e 2.0
Feeds&fodders......... ... . ..., b 1.9
Fruit & vegetables, processed ................ C o 1.9
Hides &skins ....... ... ... ... . i, Lo 1.6
TObacCo . ... B .. 1.4
Treenuts ......... .. C o 1.4
Soybeanmeal .......... ... .. .o L 1.3
SubtOtal .. 48.5
Total U.S. XPOItS .ottt 69.7

Note: (B) bulk, (I) intermediate, (C) consumer-oriented, (W) wood

agricultural exports. Increasesin FY 1996 were broad-based with 13 of the 16
product categories setting new record highs.

U.S. exports of fish and seafood products climbed 10 percent to $2.9 hillion in
FY 1996. U.S. exports of wood products declined from the previous year’s record
level to $7 hillionin FY 1996.

Major Markets

Although U.S. exports of agricultural, fish, and wood products are shipped to vir-
tually every country in the world, the top 10 markets account for over three-quarters
of all sales. U.S. exports rose to new records in eight of 1996's top 10 markets: Japan,
Canada, Mexico, South Korea, Taiwan, Hong Kong, Egypt, and Russia. Salesto
Canadaincreased dightly (up $48 million) while those to Mexico increased nearly
31 percent (up $1.2 billion). Salesto Chinafell $586 million from the previous year’s
record level, due mostly to lower corn exports.
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Table 7-2.

Top 10 markets for U.S. agricultural, fish, and wood products,
FY 1996

Share of Total
Exports U.S. Exports
Market (Billion dollars) (Percent)
Japan* ... 166 ... 23.9
European Union-15 ... ..................... 105. .. 15
Canada* ....... ... ... 1T 11
MeXiCO* . .. 5.3 7.5
South Korea* ......... ... ... O 6
Taiwan® . ... 31 4.5
China ...... .. . 19 2.8
HongKong* ...... ... . . i 16 ... 2.4
Egypt: ... 14 . 2
Russian Federation* .. ....................... 13 1.8
SUDBLOtAl oo 53.5
Total U.S. eXPOrtS....ccoveiiieeiriie e 69.7

* Record exports in FY 1996

Imports of U.S. Agricultural, Fish, and Wood Products

Along with the European Union and Japan, the United States ranks among the
world’s largest importers of agricultural, fish, and wood products. However, unlike
these other major importers, these products make up only asmall portion of total U.S.
merchandise imports. In FY 1996, the $49.8 hillion in U.S. purchases of agricultural,
fish, and wood products accounted for only 6 percent of total U.S. merchandise
imports.

Imports provide consumers with products that are either not produced or not
available in sufficient quantitiesin the United States. Major agricultural imports gen-
erally not domestically produced include spices, teas, cocoa, coffee, bananas, natural
rubber, and silk. Domestic production of other products, such as certain cheeses,
olives, olive ail, wools, lumber, shrimp, tuna, and tobacco, isinsufficient to meet
domestic demand. Some seasonal items, such as fresh fruits and vegetables, are
imported during periods when U.S. production cannot meet domestic demand.
Finally, certain products such as some spices and sugar are purchased in their raw
form for processing and packaging in the United States because foreign producers
have a cost advantage over U.S. producers.

Agricultural, fish, and wood product imports provide U.S. consumers with a
wider variety of lower priced goods than would be available by relying solely on the
domestic market. Many of these products are used as ingredients in high-value foods,
beverages, and industrial products that are purchased at home and abroad. Imports
also support domestic jobsin the storage, processing, distribution, and retail indus-
tries. U.S. imports also provide foreign countries with needed foreign exchange that,
in turn, can be used to purchase U.S. products.
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L eading Products

Imports of agricultural products rose 9 percent to arecord $32.3 hillionin FY
1996. Fish and seafood imports fell 2 percent from the previous year’s record level to
$65 billion, while wood product importsincreased 13 percent to arecord high $11
billion.

Agricultural imports can be divided into three main categories based on level of
processing and end market use: bulk commodities, high-value intermediate products,
and high-value consumer-oriented foods and beverages. In FY 1996, bulk commodity
imports remained stable at $6.6 billion, with higher tobacco and cocoa beans (up
$198 and $227 million, respectively) offsetting declines in coffee and sugar (down
$449 and $77 million, respectively).

Intermediate products rose 14 percent in 1996 to arecord $7.4 billion as aresult
of rising purchases of sugar/sweeteners and vegetable oils (up $522 million and $200
million, respectively). Consumer food and beverage imports rose 10 percent to a
record $18.3 hillion based on gains across most major product groups.

Table 7-3.

Top 15 U.S. agricultural, fish, and wood product imports, FY 1996
Product Category $Billion
Lumber* ... ... W o 6.4
Rawcoffee ...... ... ... . . B .. 2.3
Shrimp ... FS o 25
Redmeats . ....... ... ... C o 2.3
Wine &beer* ........ .. .. .. . C o 2.6
Panel products* ........... ... .. .. ... ... W o 23
Fruit & vegs., processed* .................... C o 1.8
Vegetables, fresh* .. ... ... . ... ... ... .. ... C o 1.7
Liveanimals .......... .. ... b 1.6
Rubber & allied products . .................... B ... 15
Snackfoods* .......... ... ... ... . C o 1.4
Sugars & sweeteners* . ............. ... L 1.3
Bananas* .......... .. ... .. C o 1.2
Fruit, fresh (excl. bananas)* .................. C o 1.2
Nursery products* . ..............coiiuinn.n. C o 0.9
SUbtOtal .. e 30.7
Total U.S. IMpPOItS ..o 49.8

Note: (B) bulk agriculture, (I) intermediate agriculture, (C) consumer-oriented agricul-
ture, (W) wood, (FS) fish & seafood. *Record import value in 1996.
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Major suppliers

Although the United States imported products from virtually every country in the
world, the top 15 countries supplied more than 85 percent of U.S. agricultural, fish,
and forest importsin FY 1996. Canada was the top supplier, with record sales of
$15.8 billion. The major products imported from Canada were lumber, wood panel
products, live cattle, red meats, and snack foods. At $6.8 hillion, the European Union
ranked second, mainly supplying high-value consumer foods. The major products
were wine and malt beverages, snack foods (including confectioneries and biscuits),
processed fruits and vegetables, and cheeses. Other major suppliersinclude: Mexico
(fresh fruits and vegetables, raw coffee beans, and shrimp); Thailand (shrimp, tuna,
rubber, and processed fruit and vegetables); Indonesia (rubber, wood panel products,
raw coffee beans, and tropical spices); and Brazil (raw coffee beans, tobacco, fruit
juices, tree nuts, and wood panel products).

Many important suppliers of agricultural, fish, and wood products to the United
States are devel oping countries. These countries depend heavily on the export of
these products to generate foreign exchange that, in turn, is used to purchase imports.
In FY 1996 imports from devel oping countries accounted for nearly 40 percent of all
U.S. purchases of agricultural, fish, and wood products.

Table 7-4.
Top 15 suppliers of agricultural, fish, and wood products, FY 1996
Share of Total
Imports U.S. Imports
Supplier (Billion dollars) (Percent)
Canada . ... 158. . 31.6
European Union-15 ......................... 6.8 ... 13.6
MEXICO it 45 9.0
Thailand .......... .. ... . . . . . . 21 4.2
Indonesia ............ .. 21 4.3
Brazil . ... 1.7 3.4
Colombia ........ .. ... . 12 2.4
Chile ... . 1. 2.3
Ecuador ......... ... . ... ... 1.0 ... 2.1
China ..... ... ... . . 10 ... . 2.1
New Zealand .............................. 10 ... 1.9
Australia ............ .. . . 0.9 ... .. 1.8
Argentina .......... .. 08 .. 1.6
CostaRica .........coiiiiiiiiiii i 0.7 o 15
Philippines . ....... ... .. . 0.7 o 1.4

Food Aid Programs

The Federal Agriculture Improvement and Reform Act of 1996 (the 1996 Farm
Bill) reauthorized and added activities to one of the oldest U.S. export assistance pro-
grams—Public Law (PL.) 480, also known as Food for Peace.
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Current estimates of FY 1997 commodity funding available for food aid under
PL. 480 total $769 million, including $204.4 for Title | (including Title I/Food for
Progress), $542 million for Title Il (including Title [1/World Food Program), and
$22.5 million for Title I11.

The 1996 Farm Bill reauthorized Title | government-to-government concessional
sales, and included authority to sign agreements with private entities. The Act also
modified the repayment termsfor Title | credit, including elimination of the mini-
mum repayment period of 10 years and reduction of the maximum grace period from
7 to 5 years. Agricultural trade organizationswill be allowed to carry out projects or
programsin devel oping countries using funds from the sales of Title | commodities
if the organization has a market development plan approved by the Secretary. FY
1997 planned programming for PL. 480, Title |, as of April 18, 1997, provides
$185.6 million for 18 countries. Under these planned programs, approximately
774,350 metric tons of commodities are expected to be exported. These totals do not
reflect ocean freight costsfor Title |. Thusfar in FY 1997, $18.8 million of Title|
funds for commodities have been set aside to fund a number of Food for Progress
country programs.

The 1996 Farm Bill reauthorized the Title 11 emergency and private assistance
donations program. It increased the maximum level of funding that can be provided
as overseas administrative support from $13.5 million to $28 million and added
intergovernmental organizations such as the World Food Program to the list of orga-
nizations eligible to receive these funds. For FY 1997, about 2.2 million tons of
commodities, valued at approximately $542 million, are planned for donations under
Titlell, including Title Il donations through the World Food Program.

TheAct aso reauthorized the Title I11 Food for Devel opment program. This pro-
gram provides government-to-government grant food assistance to least-devel oped
countries. Local sales proceeds can be used to support a variety of economic develop-
ment and related activitiesin recipient countries. For FY 1997, about 117,000 metric
tons of commodities valued at $22.5 million are planned under Title 111.

Another program, Food for Progress, is carried out using commaodities available
for distribution under Section 416(b), or funds available to the Commodity Credit
Corporation (CCC) or appropriated under Title I, PL. 480. The program provides
commodities to needy countries as areward for having undertaken economic or agri-
cultural reform. The 1996 Farm Bill extended the authority for the Food for Progress
program to provide assistance in the administration, sale, and monitoring of food
assistance programs to strengthen private sector agriculture in recipient countries
through the year 2002. The authority is also expanded to include intergovernmental
organizationsin Food for Progress programming, to make sales on credit termsto al
eligible countries in addition to the newly independent states of the former Soviet
Union, and to include the provision of technical assistance for monetization pro-
grams. In FY 1997, Food for Progress bilateral agreements using the Title | authority
are planned with Mongolia, Kyrgyzstan, and Tajikistan, totaling about 97,021 metric
tons, valued at $18.8 million (excluding transportation). Food for Progress programs
using CCC funds are planned with U.S. private voluntary organizations for projects
in Armenia, Azerbaijan, Benin, Bosnia-Hercegovina, El Salvador, Equatorial Guinea,
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Georgia, Kyrgyzstan, Moldova, Russia, Tgjikistan, and Ukraine, totaling about
147,700 tons of commodities, valued at about $57.4 million. The Food for Progress
program islimited by a global 500,000-metric-ton legislative ceiling, and by acap on
noncommodity costs paid directly by CCC (primarily transportation) of $30 million.

The 1996 Farm Bill reauthorized the Farmer-to-Farmer Program, which can
include middle-income countries and emerging markets. ThisAct also increased the
minimum percentage of PL. 480 funding for the Farmer-to-Farmer Program from
0.2 to 0.4 percent.

The Section 416(b) Program (of the Agricultural Act of 1949) providesfor the
donation to needy countries of eligible commaodities held by CCC. There are no
Section 416(b) commodities available for programming in FY 1997.

Commercial Export Credit Guarantee Programs

The 1996 Farm Bill mandates annual program levels for the Export Credit
Guarantee Program (GSM-102) and the Intermediate Credit Guarantee Program
(GSM-103), but allows flexibility in how much is made available for each program.
The GSM-102 program guarantees repayment of short-term loans (90 daysto 3
years) made by U.S. financia institutions to eligible banks in countries that purchase
U.S. farm products. As of May 2, 1997, under the GSM-102 program some $3 billion
worth of guarantees were made available for approximately 88 countriesincluding
seven regional programs—for the Andean region, Central America, East Africa, East
Caribbean, Southern Africa, West Africa, and West Caribbean—for FY 1997. As of
May 2, 1997, registrations under the GSM-102 credit guarantee program for FY 1997
totaled $1.7 hillion for 14 countries and those same seven regions.

Guaranteesissued under the GSM-103 program can cover financing periods of
more than 3 and up to 10 years. This program is designed to help developing nations
make the transition from concessional financing to cash purchases. As of May 2,
1997, $373 million worth of intermediate guarantees were made available for FY
1997. Asof May 2, 1997, registrations under the GSM-103 credit guarantee program
for FY 1997 totaled $7.3 million for two countries.

The new Suppliers Credit Guarantee Program (SCGP) became operational in
FY 1996. As of May 2, 1997, $100 million worth of guarantees were made available
under this program for FY 1997. Asof May 2, 1997, registrations under SCGP for
FY 1997 totaled $2.95 million for two countries and the Southeast Asia region.

Export Assistance Programs

The Export Enhancement Program (EEP) was extended by the 1996 Farm Bill to
permit USDA to provide bonuses to make U.S. commodities more competitive in the
world marketplace and to offset the adverse effects of unfair trade practices or subsi-
dies. The 1996 Act provides minimum funding levels for CCC to make available for
the EEP each fiscal year through 2002. Since Nov. 6, 1991, USDA has paid EEP
bonusesin cash. In the General Agreement on Tariffs and Trade implementing legis-
lation, the focus of the EEP was changed to allow the EEPto be used as a market
promotion and expansion tool.
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The Market Access Program (MAP), formerly the Market Promotion Program,
is authorized by Section 203 of the Agricultural TradeAct of 1978, as amended. The
MAPIisfunded at $90 million annually for Fiscal Year 1996 through 2002 and is
designed to encourage the devel opment, maintenance, and expansion of foreign mar-
ketsfor U.S. agricultural commodities. Since itsinception, the MAP has provided cost-
share fundsto nearly 800 U.S. companies, cooperatives, and trade organizations to
promote their products overseas. For 1996, $90 million was allocated to 66 U.S. trade
organizations. For 1997, $90 million was allocated to 64 U.S. trade organizations.

The Foreign Market Development Program, also known as the cooperator pro-
gram, fosters a trade promotion partnership between USDA and U.S. agricultural
producers and processors, represented by approximately 40 nonprofit commaodity
or trade associations called cooperators. Projects generally fall into one of four
categories: market research, trade servicing, technical assistance, and consumer
promotions for the retail market. The cooperator program has helped support growth
in U.S. agricultural exports by enlisting private sector involvement and resourcesin
coordinated efforts to promote U.S. products to foreign importers and consumers
around the world.

Dairy Export Programs

Asamended by Section 148 of the 1996 Farm Bill, the Dairy Export Incentive
Program (DEIP) is mandated through the year 2002. The DEIP operates on a bid
bonus system similar to EEP, with cash bonus payments.

The current DEIPwas announced on July 18, 1996. Bonuses under the program
are available to 112 countries totaling 100,222 metric tons of nonfat dry milk; to 111
countries totaling 38,611 metric tons of butterfat; and to 109 countries totaling 3,669
metric tons of cheddar, feta, Gouda, mozzarella, processed American cheeses, and
cream. The allocations were valid until June 30, 1997, as provided in the invitation
for offers.

International Links

The International Cooperation and Development (ICD) area of USDA’s Foreign
Agricultural Serviceisresponsible for coordinating, supporting, and delivering a
diversified program of international cooperation and development. It aims to enhance
the competitiveness of U.S. agriculture, preserve natural resource ecosystems, and
pursue sustai nable economic devel opment worldwide by mobilizing the resources of
USDA and its affiliates.

ICD programs provide links to world resources and build a spirit of cooperation
and goodwill that serves U.S. agriculture. These links help U.S. agriculture gain
access to emerging technol ogies and to awide array of genetic material, which can be
crucia in creating new or improved agricultural products, practices, and markets.
These international partnerships are the germinating seeds that can produce arich and
diverse harvest of scientific advances and business ventures.

ICD helpsincrease income and food availability in devel oping nations by linking
the technical expertise of the U.S. agricultural community with those nations. This
cooperative effort hel ps devel oping nations surmount the barriers of hunger and
poverty and build more stable economies. Asindustrialized nations have become sat-
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urated with goods and services, investors have begun to explore devel oping nations
as markets for fresh and expanded business ventures. Nations moving from low- to
middle-income status now offer the brightest prospects for U.S. agricultural products,
atrend that islikely to continue, so USDA helps foster economic growth, strong
diplomatic ties, and durable trade relationships with these nations.



Risk Management Agency

he Federal Agriculture Improvement and Reform Act of 1996 created a new

independent Risk Management Agency (RMA). The 1996 Act also removed a
requirement that producers obtain at |east the catastrophic level of crop insurance
to be eligible for most USDA farm programs and assigned responsibility for the non-
insured assistance program to the Farm Service Agency.

RMA improves the economic stability of agriculture by offering producers a
sound system of crop insurance. Federal crop insurance coverslosses due to unavoid-
able causes such as drought, excessive moisture, hail, wind, frost, insects, and disease.
Currently 62 major crops are insurable. Crop insurance is available from crop insur-
ance agents. Insurance protection must be purchased prior to sales closing dates that
vary by crop and region.

In addition to administering the multiple peril crop insurance program, RMA is
responsible for coordinating an educational outreach program to help producers man-
age the financial risksinherent in the production and marketing of agricultural com-
modities. This cooperative effort involves the resources of the Cooperative State
Research, Education and Extension Service, the Commaodity Futures Trading
Commission, and numerous private sector organizations.

Further, new risk management products will continue to be developed by RMA,
in conjunction with the private sector and other Government agencies. For example,
two popular revenue insurance programs, Income Protection and Crop Revenue
Coverage (CRC), were fashioned in this manner. Income Protection pays producers
when gross income isless than the level of income protection selected by the pro-
ducer. CRC also pays for production losses below the yield guarantee at the higher
of two prices determined at different times of the year. The programs are currently
available on corn, wheat, soybeans, cotton, and grain sorghum in selected States.
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Food, Nutrition, and
Consumer Services

Food and Consumer Service

utrition is one of USDA's central missions, and it is the bridge between the

farmer and consumer. The Food and Consumer Service (FCS) administers
USDA’s nutrition assistance programs, with the dual mission of improving the
Nation's health by getting food to people who need it, and strengthening the
agricultural economy.

USDA has made nutrition and nutrition education integral components of all
its domestic nutrition programs. These programs provide access to healthy diets
for many needy Americans, and important markets for agricultural commodities.
Overall, the nutrition programs reach one out of every five Americans.

At the sametime, USDA is committed to ensuring that the programs operate
accurately and efficiently. FCS works closely with the States to ensure that benefits
arereceived only by those who are eligible, and to catch and punish people who seek
to abuse the programs for their own gain.

For FY 1996, the total appropriation for the nutrition assistance programs was
$39.9 hillion—or nearly 65 percent of the entire USDA budget of $61.9 billion. The
1997 FCS appropriation is $40.4 billion.

Most of the programs are directed at low-income Americans or school children.
They include:

*The Food Stamp Program

*The Special Supplemental Nutrition Program for Women, Infants,
and Children (WIC)

*The National School Lunch Program

*The School Breakfast Program

*The Nutrition Education and Training Program

*The Emergency Food Assistance Program

*The Child and Adult Care Food Program

*The Homeless Children Nutrition Program

*The Commodity Supplemental Food Program

*The Summer Food Service Program

*The Specia Milk Program

*The Nutrition Program for the Elderly

*The Food Distribution Program on Indian Reservations

*The WIC Farmers Market Nutrition Program

*The Commodity Distribution Program for Charitable Institutions

*The Nutrition Assistance Program in Puerto Rico and the Northern
Marianalslands
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FCSisalso the primary Federal Agency that deliversfood assistancein response
to disasters. The Agency includes an Office of Consumer Affairs.

B Nutrition Program Fact:
Determining eligibility: Many of USDA’s nutrition programs use
household income as a guideline for program eligibility. Depending on
the program rules, household income of 100 percent, 130 percent, or
185 percent of the Federal poverty level may be used to determine
levels of eligibility. For FY 1996, 100 percent of the poverty guideline
was $15,600 a year for a family of four; 130 percent was $20,280 a
year; and 185 percent was $28,860 a year. Federal poverty guide-
lines are established by the Office of Management and Budget, and
are updated annually by the Department of Health and Human
Services.

The Food Stamp Program

The Food Stamp Program is the cornerstone of USDA's nutrition assistance
programs. The program hel ps low-income households increase their food purchasing
power and obtain a better diet. It isthe primary source of nutrition assistance for low-
income Americans. Initiated as a pilot program in 1961 and made permanent in 1964,
the program issues monthly allotments of coupons that are redeemable at retail food
stores, or provides benefits through Electronic Benefit Transfer (EBT).

The Food Stamp Program serves the most needy among the Nation's population.
More than half of al food stamp participants are children. Almost 90 percent of all
food stamp households have incomes below the Federal poverty level, and 41 percent
have incomes that are half or less of the poverty level. Ten percent have no income at
all.

Increasingly, paper food stamp coupons are being replaced by EBT, a computer-
ized system in which participants use magnetic strip cards to access their food stamp
account at the point of sale. As of August 1996, 5 States were operating EBT systems
statewide, and atotal of 14 States had operational EBT systemsfor al or part of their
caseload. Almost all other States were in some stage of EBT development. By elimi-
nating paper coupons and creating an electronic record of every food stamp transac-
tion, EBT will be auseful tool in improving program delivery and in reducing certain
types of food stamp fraud and trafficking.

EBT isonly one component of FCS's commitment to Food Stamp Program
integrity. The Agency works closely with the States to ensure that they issue benefits
in the correct amounts, and only to people who are eligible. EBT has enhanced FCS's
ability to catch those who abuse the program, and penalties have been increased for
people who are caught. In addition, the Agency now has broader authority to review
the performance of food retailers who participate in the program, and to quickly
remove those who fail to follow program rules.
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USDA aso provides educational materialsto integrate nutrition into the Food
Stamp Program and to help food stamp recipients make better use of their benefits.
More than 30 States have approved nutrition education plans, and receive Federal
reimbursement for half of the cost of nutrition education and promotion activities.
FCS provided seed money to 12 Statesin 1995 and to 10 Statesin 1996 for the devel-
opment and evaluation of State nutrition support networksto foster public and private
partnerships to extend nutrition promotion to more program participants.

Eligibility: Food stamp eligibility and allotments are based on household size
and income, assets, and other factors. A household’s gross monthly income cannot
exceed 130 percent of the Federal poverty guidelines, and its net income cannot
exceed 100 percent of the guidelines. lllegal aliens are not eligible to receive food
stamp benefits, and the Welfare Reform Act of 1996 excluded many legal aliens from
eligibility aswell. In addition, the Act limited many able-bodied adults without
dependents to 3 months of benefits in a 36-month period.

Benefits: The level of benefits a household receivesis based on its household
income. Average monthly benefits were more than $73 per person in 1996.
Households with no income receive the maximum monthly allotment of food
stamps—3$400 for afamily of four in FY 1997. The allotment is based on the cost of
the Thrifty Food Plan, alow-cost model diet plan. The Food Stamp Program served
an average of more than 25 million people each month in FY 1996.

Funding: Thetotal Food Stamp Program appropriation was $26.5 hillion in
FY 1996. For FY 1997, the appropriation is $26.3 hillion.

B Nutrition Program Fact:
How EBT works: Electronic Benefit Transfer (EBT) is a computerized
system that allows food stamp customers to use a plastic card similar
to a bank card to access their food stamp benefits. Eligible recipients
have an account established for their monthly benefits. At the grocery
checkout, they present the card, which is used to debit their food
stamp account for the amount of eligible purchases. The funds are
automatically transferred to the retailer’s account, and an electronic
record is made of the transaction. No money and no food stamps
change hands.

The National School Lunch Program

The National School Lunch Program (NSLP) isafederally assisted meal pro-
gram operating in more than 94,000 public and nonprofit private schools and residen-
tial child careinstitutions. It provides nutritionally balanced, low-cost or free lunches
to almost 26 million children each school day.

The NSLPisusually administered by State education agencies, which operate
the program through agreements with local school districts. FCS administers the
program at the Federal level. School districts and independent schools that choose to
take part in the lunch program receive cash reimbursement and donated commaodity
assistance from USDA for each meal they serve. In return, they must serve lunches
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that meet Federal nutrition requirements, and they must offer free and reduced-price
lunchesto eligible children.

In 1994, in an effort to improve the nutritional quality of school meals, FCS
launched the School Meals Initiative for Healthy Children, the first full-scale reform
of the school lunch program since it was established in 1946. The centerpiece of the
initiative was new regulations to update nutrition standards so that all school meals
will meet the recommendations of the Dietary Guidelines for Americans. The new
regulations became final in June 1995, and took effect at the beginning of school year
1996-97.

In support of USDA's School Meals Initiative, on October 6, 1994, Congress
passed the Healthy Meals for Healthy Americans Act, requiring that all school meals
conform to the Dietary Guidelines by school year 1996-97. The Healthy Meals for
Children Act, passed in May 1996, expanded the range of menu planning options for
schools, and reinforced the requirement that all school meals must meet the Dietary
Guidelines.

Other elements of the initiative will teach and motivate children to make healthy
food choices, cut administrative red tape, and continue to improve the quality of the
commodities USDA provides to schools.

Recognizing that improved nutrition education empowers students to make
healthy food choices, USDA established Team Nultrition as a part of the School Meals
Initiative. Team Nutrition brings together public/private partnerships to implement
anutrition education program for children, aswell asatraining and technical assis-
tance program to help school foodservice professionals deliver healthy school meals.

The campaign has produced significant results. USDA formed a groundbreaking
partnership with the Walt Disney Company to develop healthy eating messagesto
be used on television. USDA also entered into a partnership with Scholastic, Inc.,
to deliver age-appropriate nutrition information to children in school and to their
parents at home.

The second component of Team Nutrition, the Training and Technical Assistance
Program, was designed to ensure that school nutrition and food service personnel
have the education, motivation, training, and skills necessary to serve meals that meet
USDA's nutrition standards and appeal to children.

The Department has a so placed special emphasis on improving the quality of
commodities donated to the National School Lunch Program. The Commodities
Improvement Council was established in 1995 to promote the health of school chil-
dren by improving the nutritional profile of USDA commodities while maintaining
USDA's support for domestic agricultural markets. Based on the council’s recom-
mendations, USDA reduced the fat, sodium, and sugar content of commodities, and
isnow offering awider variety of new low-fat and reduced-fat products.

USDA has made enormous progress in increasing the amount of fresh produce
given to schools, and is how offering unprecedented amounts and varieties of fresh
fruit and vegetables. A cooperative project with the Department of Defense (DOD)
has allowed USDA to increase the variety of produce available to schools by utilizing
DOD’s buying and distribution system.

Eligibility: Any child, regardless of family income level, can purchase a meal
through the NSLP. Children from families with incomes at or below 130 percent of
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poverty are eligible to receive free meals. Children from families with incomes
between 130 and 185 percent of poverty are eligible for reduced-price meals.
Children from families with incomes over 185 percent of poverty pay thefull, locally
established price.

Benefits: Most of the support USDA providesto schools comesin the form of
cash reimbursements for meal s served. The reimbursement is highest for meals
served to students who qualify to receive their meals free, and the lowest reimburse-
ment is for students who pay full price. The cash reimbursement rates for school year
1996-97 were: Free, $1.84; reduced price, $1.44; and full price, $.18. Schools may
charge no more than 40 cents for a reduced-price meal.

In addition to cash reimbursements, schools are entitled to receive commodity
foods, called “entitlement” foods, at an annually adjusted per-meal rate (currently
15 cents) for each meal they serve. Schools can receive additional commodities,
known as “bonus’ commodities, when these are available from surplus stocks
purchased by USDA under price support programs. USDA commaodities make up
approximately 17 percent of the cost of the food served by the average school food
authority. The remaining 83 percent is purchased locally by the school food authority.

Funding: For FY 1996, Congress appropriated $4.4 billion for the National
School Lunch Program. Additional funding, totaling more than $673 million, is
included for the purchase of entitlement commaodity foods. The 1997 appropriation
is$5.02 billion, plus an additional amount totaling more than $700 million for
entitlement commaodity purchases.

B Nutrition Program Fact:
USDA commodity foods make up only about 17 percent of the cost of
foods that are served to children in the National School Lunch
Program. Nonetheless, more than 1 billion pounds of food, valued at
more than $670 million, was provided to schools by USDA in FY 1995.

The School Breakfast Program

The School Breakfast Program (SBP) provides cash assistance to Statesto oper-
ate nonprofit breakfast programsin eligible schools and residential child care institu-
tions. The program operates in more than 65,000 schools and institutions, serving a
daily average of more than 6.3 million children. The program is administered at the
Federal level by FCS. State education agencies administer the program at the State
level, and local school food authorities operate it in schools.
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Eligibility: Any child at a participating school may purchase a meal through
SBP. Children from families with incomes at or below 130 percent of the poverty
level are dligible for free breakfasts. Children from families with incomes between
130 and 185 percent of the poverty level are eligible for reduced-price breakfasts.
Children from families with incomes over 185 percent of poverty pay the full locally
established price for their breakfasts.

Benefits: USDA supports the School Breakfast Program with cash reimburse-
ments for meals served. For school year 1996-97, schools received reimbursements
of $1.02 for afree meal, $.72 for areduced-price meal, and $.20 for apaid meal.
Schools may charge no more than 30 cents for areduced-price breakfast. Thereis no
Federal limit placed on how much a school may charge for breakfast served to paying
students—those from families with incomes above 185 percent of poverty.

Funding: For FY 1996, Congress appropriated $1.2 hillion for the SBP. The
FY 1997 appropriation is also $1.2 hillion.

B Nutrition Program Fact:
The vast majority of children who participate in the School Breakfast
Program—about 90 percent—receive their meals free or at a
reduced price. That compares to 54 percent of children who receive
free or reduced-price meals in the National School Lunch Program.

The Nutrition Education and Training Program

The Nutrition Education and Training (NET) Program is the nutrition education
component of the food assistance programs for children: the National School Lunch
Program, School Breakfast, Summer Food Service, and Child and Adult Care Food
Programs.

The goal of NET isto provide leadership in promoting healthy eating habits for
our Nation’s children by offering effective educational experiencesto help children
make informed food choices as part of a healthy lifestyle.

The Secretary of Agriculture allocates funds to States each year in the form of
grants, usually to the State education agency. The States use their grant funds to
administer their NET programs. Each State employsa NET coordinator who assesses
the needs for nutrition education in the State and develops a plan to address the iden-
tified needs, establishing priorities for use of the funds available in a given year.

Eligibility: All children participating in or eligible to participate in the USDA
Child Nutrition Programs may receive nutrition education through NET.

Funding: In FY 1996, Congress appropriated $10 million for the NET Program.
For FY 1997, Congress made NET funding “ discretionary,” and the actual funding
level has not been determined.
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The WIC Program

The Special Supplemental Nutrition Program for Women, Infants, and Children
(WIC) isagrant program whose goa is to improve the health of pregnant, postpar-
tum, and breastfeeding women, and infants and children up to 5 years old, by provid-
ing supplemental foods, nutrition education, and access to health care. A few State
agencies provide food directly to participants, but most States provide WIC vouchers
that can be used at authorized food stores for approved foods.

WIC provides each State with a set amount of money to serve its most needy WIC
population. Because of documented successes of the WIC Program in improving the
nutritional well-being of participants, it has received continuing political support,
enabling it to expand to serve more eligible people. In FY 1996, preliminary figures
showed that WIC served an average of more than 7.1 million people each month.

Eligibility: To be eligible for WIC, an applicant must meet State residency
requirements, meet an income standard, and have been determined by a health
professional to be at nutritional risk.

Benefits: In most States, WIC participants receive vouchers that allow them to
purchase a monthly food package specially designed to supplement their diets. The
foods provided are high in protein, calcium, iron, and vitamins A and C. WIC foods
include iron-fortified infant formula and infant cereal; iron-fortified adult cereal;
vitamin C-rich fruit or vegetable juice; eggs, milk, and cheese; and peanut buitter,
dried beans, or peas. Special therapeutic formulas and foods are provided when
prescribed by a physician for a specified medical condition.

The Food and Consumer Service also encourages WIC mothers to breastfeed
their babies whenever possible. WIC women who exclusively breastfeed their babies
receive an enhanced food package that includes tuna and carrots.

Funding: Thetotal appropriation for the WIC program in FY 1996 was $3.7
billion. For FY 1997, Congress also appropriated $3.7 billion.

B Nutrition Program Fact:
A 1990 USDA study showed WIC to be effective in improving the
health of newborns and infants as well as mothers. Every $1 spent on
WIC, the study reported, saved up to $3 in Medicaid costs.

B Nutrition Program Fact:
FCS requires all States to take bids from or negotiate with manufac-
turers for the best rebate on each can of WIC infant formula pur-
chased. In 1995, infant formula rebates amounted to over $1 billion
nationwide and funded services for nearly 1.6 million persons each
month.
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B Nutrition Program Fact:
USDA estimates that WIC serves 45 percent of babies born in the
United States.

The WIC Farmers’ Market Nutrition Program

The WIC Farmers’ Market Nutrition Program (FMNP), established in 1992, is
funded through a Congressionally mandated set-aside in the WIC appropriation. The
program has two goals: To provide fresh, nutritious, unprepared food, such asfruits
and vegetables, from farmers markets to WIC participants who are at nutritional risk;
and to expand consumers awareness and use of farmers’ markets. This program,
operated in conjunction with the regular WIC Program, is offered in 31 States and
other jurisdictions.

Eligibility: Women, infants over 4 months old, and children who receive WIC
program benefits, or who are WIC-eligible, may participate.

Benefits: Fresh produce can be purchased with FMNP coupons. State agencies
may limit FMNP sales to specific foods that are locally grown to encourage partici-
pants to support the farmersin their own State.

Funding: The amount set aside in the WIC appropriation for FMNPfor FY 1996
was $6.75 million. The same amount was provided for FY 1997.

B Nutrition Program Fact:
Studies have shown that where the WIC Farmers’ Market Nuftrition
Program has been available, WIC participants have consumed more
fresh fruits and vegetables.

The Commodity Supplemental Food Program

The Commodity Supplemental Food Program (CSFP) is aprogram of grantsto
States, administered by FCS at the Federal level. CSFP provides commodity foods
to supplement the diets of low-income infants; children up to the age of 6; pregnant,
postpartum, and breastfeeding women; and persons 60 years of age and ol der.

CSFP operates at more than 70 sitesin 17 States, the District of Columbia, and
two Indian Tribal Organizations. USDA donates commodity foods to the State agen-
ciesfor distribution, and provides funds to State and local agenciesto cover certain
administrative costs. The program served an average of more than 352,000 people
each month in FY 1996.

Eligibility: State agenciesthat administer CSFP may establish aresidency
requirement and/or require applicants to be determined to be at nutritional risk in
order to be eligible for program participation. To be income eligible, women, infants,
and children must be eligible for benefits under existing Federal, State, or local food,
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health, or welfare programs, and must not currently be receiving WIC benefits.
Elderly persons must meet alow-income standard.

Benefits: There are six food packages for different categories of participants.
The food packages are not intended to provide a complete and balanced diet, but
rather are supplements that are good sources of the nutrients often lacking in partici-
pants' diets.

Funding: The 1996 appropriation for CSFP was $86 million. For FY 1997,
Congress appropriated $166 million to be divided as the Secretary of Agriculture
sees fit between CSFP and the Emergency Food Assistance Program (TEFAP).

The Child and Adult Care Food Program

The Child and Adult Care Food Program provides healthy meals and snacksin
child and adult day care facilities.

CACFP ensures that children and adultsin day care receive healthy meals by
reimbursing participating day care operators for their meal costs and providing them
with USDA commaodity food. Family day care homes must be overseen by sponsor-
ing organizations, which also receive reimbursements from USDA for their adminis-
trative expenses.

The program generally operatesin child care centers, outside-school-hours care
centers, family and group day care homes, and some adult day care centers. In return
for Federal support, day care providersin the CACFP must serve meals that meet
Federal guidelines, and must offer free or reduced-price mealsto eligible people.

First authorized as apilot project in 1975, the program was formerly known as
the Child Care Food Program. It was made a permanent program in 1978, and the
name was changed in 1989 to reflect the addition of an adult component. CACFPis
administered at the Federal level by FCS. State agencies or FCS regional offices
oversee the program at the local level.

In June 1996, CACFP provided mealsto more than 2 million children and nearly
45,000 adults.

Eligibility: At child and adult day care centers, participants from families with
income at or below 130 percent of the poverty level may qualify for free meals; those
from families with income between 130 percent and 185 percent of the poverty level
may qualify for reduced-price meals; and those from families with income above
185 percent of the poverty level pay full price.

Under the Welfare Reform Act of 1996, Congressinstituted a two-tier system
of reimbursements for family day care homes. Under the new system, day care
providerslocated in low-income areas, or whose own households are low income,
will be reimbursed at asingle rate (tier 1 reimbursement). Other providerswill be
reimbursed at alower rate (tier 2 reimbursement) unless they choose to have their
sponsoring organizations identify children who areincome-eligible to receive free
or reduced-price meals. Meals served to such income-eligible children will be
reimbursed at the higher tier | level.

Benefits: Children and adults who attend day care facilities receive nutritious
meal s and snacks. Care providers receive reimbursement for eligible meals. Family
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day care sponsoring organi zations receive reimbursement for their administrative
costs.

Funding: Congress appropriated $1.6 billion for the CACFPin FY 1996. The
1997 appropriation is $1.7 billion.

B Nutrition Program Fact:
More than 185,000 family day care homes and 30,000 day care
centers participate in the Child and Adult Care Food Program.

The Homeless Children Nutrition Program

The Homeless Children Nutrition Program is designed to provide free food
service throughout the year to homeless children under the age of 6 in emergency
shelters. Sponsoring organizations are reimbursed for the meals that they serve.
First established as a demonstration project by the Child Nutrition and WIC
Reauthorization Act of 1989, the Homeless Children Nutrition Program was made
permanent by the Healthy Meals for Healthy AmericansAct of 1994. A total of
79 sponsoring organi zations operate the program in 104 shelters, providing meals
to more than 2,000 preschool-age children every month.

Eligibility: Public and private nonprofit organizations that operate emergency
shelters may participate, but they may operate no more than five food service sites
and may feed no more than 300 children per day at each site.

Benefits: Children may receive up to three meals and a snack, and sponsors
are reimbursed for the meals and snacks they serve. Meals are provided free to the
children.

Funding: For FY 1996, Congress appropriated $2.6 million for the Homeless
Children Nutrition Program. For FY 1997, the appropriation is $3.1 million.

The Summer Food Service Program

The Summer Food Service Program provides free mealsto low-income children
during school vacations.

SFSPwas first created as part of alarger pilot program in 1968, and became
a separate program in 1975. The SFSP served more than 2 million children a day
during the summer of 1995.

The program is administered at the Federal level by FCS. Locally, it is operated
by approved sponsors, which receive reimbursement from USDA for the meals they
serve.

Sponsors provide meals at a central site such as a school or community center.
Any child, or any adult with a disability, within the program’s operating area can
participate. All meals are served free.

The Summer Food Service Program operates in low-income areas where half or
more of the children are from households with income at or below 185 percent of the
Federal poverty guideline. Feeding sites that primarily serve homeless children may
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participate regardless of location. Residential camps also may get reimbursement for
eligible children through the SFSP.

Eligibility: Children 18 and under, and people over 18 who are handicapped and
who participate in a program established for the mentally or physically handicapped,
may receive meal s through the Summer Food Service Program.

Benefits: At most sites, participants receive either one or two meals a day.
Residential camps and sites that primarily serve children from migrant households
may be approved to serve up to four meals per day. Sponsors are reimbursed for
documented operating and administrative costs.

Funding: Congress appropriated $280.3 million for the Summer Food Service
Program in FY 1996. For FY 1997, the appropriation is $288.4 million.

B Nutrition Program Fact:
Some 25 million children eat school lunch every day when school is
in session, and about half of them receive their meals free or at a
reduced price. The Summer Food Service Program offers those chil-
dren nutritious food when school is not in session. However, only
about 2 million children currently are able to participate, because
many communities do not sponsor the program.

The Special Milk Program

The Special Milk Program provides milk to children in schools and child care
institutions that do not participate in other Federal meal service programs. The
program reimburses schools for the milk they serve.

Schoolsin the National School Lunch or School Breakfast Programs may also
participate in the SMPto provide milk to children in half-day prekindergarten and
kindergarten programs where children do not have access to the school meal programs.

Expansion of the National School Lunch and School Breakfast Programs, which
include milk, hasled to a substantial reduction in the SMPsinceits peak in the late
1960's.

Eligibility: Any child at a participating school or kindergarten program can get
milk through the SMP. Children may buy milk or receive it free, depending on the
school’s choice of program options. When local officials offer free m