Carol Goodloe works in the Office of the Chief Economist of the USDA, and has served on several projects concerning the role of US agriculture internationally.  She began the substantive talks with a paper on the history, condition, and future of farming.  The following are extracts from her paper.

U.S. and Alabama Agriculture in the 21st Century

Carol Goodloe, Office of the Chief Economist, USDA
My aim this morning is to discuss what I believe will be the major forces facing U.S. and Alabama agriculture in the 21st century.  To simplify the discussion, I group these into four categories:  technology and innovation both on and off the farm; the new regulatory environment in which agriculture operates; international trade and globalization; and agricultural policy reform.  These four factors come together when one examines structural change in agriculture production and markets.  My presentation can only give the broad outlines of these categories, but I see from the program that other sessions will go into greater detail on many of these topics.  As the conference wraps up, hopefully we can bring the pieces back together again.

More than one observer has noted that, whatever the current situation in the farm economy is, the best cure is to pass a new farm bill.

Where does the farm economy stand today?  Harvested area for major crops has been steady for over a decade, varying by no more than 6 percent (Chart 2).  Harvested area for wheat is the smallest in 30 years, as soybean area continues to expand into traditional wheat areas.  Corn production has been expanding as yield growth more than makes up for lack of expansion in area, but production of other coarse grains is declining.  Cotton has experienced sharp swings in area and yields recently, and prices remain in the doldrums.  Meat output continues to grow, even as the animal herds – and the number of livestock producers – shrinks.  USDA forecasts net farm income for 2002 to fall 15 percent, or $6 billion below the most recent 10-year average.

In less than a decade, the U.S. farm economy has experienced both record high and record low prices.  Exports remain below 1996's peak.  Government payments have again assumed a large role in supporting farm income, and a new farm bill ensures that trend.  Consumers continue to spend relatively fewer dollars on food, and the agricultural component of food sales shrinks.  With that as background – and admittedly it doesn’t sound very positive – let’s shift gears to look at some of the broader factors that have brought us to this current situation and which will continue to influence where U.S. and Alabama agriculture go into the future.

The period also saw the application of science to farming, from use of hybrid seeds, to improved livestock breeding, and the use of agricultural chemicals.  Technological innovation and application have resulted in greater output and more efficient use of inputs.  Between 1948-96, agricultural productivity in the U.S. grew at an annual average rate of 1.9 percent, exceeding the 1.3 percent rate for manufacturing.

But technological innovation is not without costs.  Two examples illustrate the promise and perils of the adoption and application of new technology – biotechnology and intensive livestock production.  

Another example of new technology and innovation in agriculture – and with clear consequences for farm structure – has been the rapid transformation of production in the hog sector.  Advances in genetics, housing, nutrition, and management have led to the “industrialization” of hog production.  According to a recent USDA/NASS report, U.S. hog operations with more than 5,000 head accounted for 75 percent of the pig crop in 2001 compared with only 27 percent in 1994 (Chart 4).  Operations with fewer than 5,000 head show the completely opposite picture.  Since 1993, the number of operations with more than 5,000 head more than doubled from under 1,000 to over 2,200.  Likewise, the number of small operations shrank by more than half from 217,000 to only 79,000.  The collapse in hog prices in late 1998 was just one manifestation of the change.  Clearly, new technology and management techniques have resulted in a more efficient, productive hog sector, but the extremely rapid transformation has contributed to the exit of many small producers and reductions in plant capacity in someregions.  Not everyone applauds the change in the livestock sector, as witnessed by new and proposed legislation on mandatory livestock reporting, bans on packer ownership of cattle, and mandatory country-of-origin labeling on meats.

Looking ahead, there is every reason to believe that farm productivity will continue to grow steadily.

Agriculture and the New Regulatory Environment
Public concern over environmental and resource issues has grown over the past several decades, against a backdrop of increasing alerts over forest devastation, loss of biodiversity and endangered species, depletion of world fishery stocks, greenhouse gas effects on global climate, and damage to the ozone layer from industrial gases.  For agriculture, this debate takes many forms and focuses on many different issues, whether they be growing concerns about water quality and availability, overuse of pesticides, and food safety and animal health issues like BSE, E. coli, or foot-and-mouth outbreaks in Europe and South America.  In addition, wealthier consumers are demanding that their food be produced in  environmentally- and animal-friendly ways, and that open space be preserved to protect wildlife and biological diversity.  Agriculture also finds itself more and more drawn into the debate in new areas like climate change and energy.  Reconciling these diverse demands will be a major challenge for producers, consumers, and government.

U.S. Agriculture Operates Globally
Trade is an increasingly important part of both production and consumption (Chart 5). Agricultural exports account for about one-fifth of the value of agricultural production.  For major field crops, over 40 percent of wheat, cotton, and rice, one-third of soybeans, and one-fourth of corn are exported.  Almost 20 percent of broiler production is exported, and the shares for beef and pork are approaching 10 percent.  When export markets sag, so do U.S. farm prices.  And exports are of course greatly influenced by factors beyond agriculture’s control, such as global economic growth and exchange rates.

Is Agricultural Policy Reform Dead or Alive?
U.S. farm policy in the early decades in the 20th century focused on low farm income, persistent farm surpluses, and the effects of exploding productivity on farm structure.  But by 1985, several principles emerged that started the farm policy push toward market orientation.  First, there was a focus on farm program spending, as deficit reduction was a national priority and annual farm program costs had spiraled to $26 billion.  Second, there was a recognition that the high-price support/supply control policy was doing damage to consumers, to competitiveness, and to the environment.  And, third, because a small share of farms produced much of the output and had household incomes that, on average, exceeded those of nonfarm households, many people raised fundamental questions about just how much and what kind of support the Federal government should provide to farmers and ranchers.

Structural Change Presents New Policy Challenges
New technology, government regulations, international trade, and farm policy have all had an impact on farm and business structure.  We are all familiar with the trends in farm structure over the past 100 years – declining farm numbers, increasing size of farms, and growing concentration of production.  With total farmland little changed since the 1940's, the trend is clearly towards larger farms, although the decline in small farms has moderated in recent years.

Looking Ahead
For decades U.S. agriculture has been treated as a unique sector with unique problems.  In the 1930's, Andrew Lytle, one of the Nashville Agrarians, said, “A farm is not a place to grow wealthy; a farm is a place to grow corn,” as he bemoaned the loss of the agrarian ethic in the U.S.  About the same time, a different view was expounded by H.L. Mencken as he wrote about the U.S. farmer: “When the going is good for him he robs the rest of us up to the extreme limit of our endurance; when the going is bad he comes bawling for help out of the public till.”

Agriculture will likely continue to occupy a special place in the larger economy and society for some time, but the debate about just what that role should be will be a loud and heartfelt one.  I thank you for your time and look forward to hearing more of that debate today.

