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Livestock, Dairy & Poultry

Large U.S. commercial dairy stocks,
particularly of nonfat dry milk and
American cheese, loom as the greatest
constraint to additional recovery in prices

of milk and dairy products. The August 1
total dairy holdings were more than 1 bil
lion pounds, milk equivalent, above a ye
earlier. Any further seasonal price rises
probably will be quite modest unless
stocks can be reduced sharply and quic

Weak movement of cheese in the spring
was the most important contributor to th
stock buildup. Sluggish sales increased
cheese inventories and also eliminated
need for normal growth in cheese prody
tion. As use of milk powder for cheese

production plummeted and more milk

went into butter and nonfat dry milk ma
ufacture, stocks of nonfat dry milk soare

August 1 stocks of American cheese va
eties amounted to 469 million pounds, 1
percent higher than a year earlier, far ot
weighing the small decline in holdings o
other cheese varieties. Although cheese
stocks were large, they were still at a le)
where a rebound in sales could bring
them back into balance fairly quickly.

Cheese prices rose sharply during July
and August as cheese wholesale move-
ment recovered and milk production gai
stabilized. Early September cheese pric
on the Chicago Mercantile Exchange

were 20-24 cents per pound above the
early May lows. Surpluses of nonfat dry
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milk are available to boost cheese produc-
tion, and any additional cheese price rises

arcould trigger a movement of powder into

cheese production. Exports under the
Dairy Export Incentive Program (DEIP)
Iyand even significant sales to the govern-
ment under the support program have yet
to bring the heavy stocks of nonfat dry
emilk under control.

helanufacturers’ stocks of nonfat dry milk
con August 1 were 159 million pounds,
more than double those of a year earlier.
Commercial stocks of butter on August 1
-were 62 million pounds, nearly twice the
dlevel reported for a year earlier. However,
most of this noted rise was due to this
riyear's improved coverage, as warehouses
gare now reporting butter stocks that had
ithot been reported earlier. Butter stocks
¢ did not appear to be out of line with sea-
sonal needs. Similarly, stocks of canned
e@nd dry whole milk were moderate.

Exports under the Dairy Export Incentive
Program (DEIP) will reduce stocks some-
what in coming months, but additional
large sales for quick shipment would be
h&ieeded to have a significant effect on
4997 prices. A large portion of the recent
surge in DEIP business is for shipment in
late 1997 or early 1998. Allocations under
DEIP for nonfat dry milk total about

Beginning Total Ending Consumption Primary

stocks  Production Imports supply Exports stocks Total Per capita  market

price

Million Ibs. Lbs. $/ewt

Beef 1997 377 25,367 2,467 28,211 1,918 B 25,918 67.2 66-67
1998 375 24,906 2,680 27,961 2,095 350 25,516 65.6 70-76

Pork 1997 366 17,092 590 18,048 1,100 400 16,548 47.9 53-54
1998 400 18,507 605 19,512 1,210 380 17,922 51.4 51-55

c/lb.

Broilers* 1997 641 27,199 4 27,844 4,630 675 22,539 73.1 60-61
1998 675 28,953 & 29,631 4,750 750 24,131 77.5 57-62

Turkeys 1997 328 5,397 1 5,726 547 325 4,853 18.1 67-68
1998 325 5,656 1 5,982 B3 325 5,081 18.8 62-67
Million doz. No. c/doz.

Eggs** 1997 8.5 6,442.9 54 6,456.8 235.0 10.0 5,315.7 238.0 79-81
1998 10.0 6,580.0 4.0 6,594.0 255.0 10.0 5,389.0 239.1 72-78

Based on September 12, 1997 World Agricultural Supply and Demand Estimates.
*Cold storage stocks previously classified as “other chicken” are now included with broiler stocks. **Total consumption does not include eggs used for hatching.

See tables 10 and 11 for complete definition of terms.
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92,000 meic tons,down from 100,000
tons a ar edirer.

Price supparpurchases of 27 million
pounds of noret dry milk since My
were the lagest since 1994lthough
hardly large by the standais of most ear
lier yeas.

Dairy product demand isxpected to be
modest dung the est of 1997as the
econony contirues to gow. However,
commecial use is notxpected to be
enough to bsorb the inaase in milk out
put, pull donvn stoks, and gneete much
further pice stength.Although DEIP
sales cdnrinly will buttress pices duing
autumn the intenational maket is not
expected to gneete a furry of adlitional
sales 6r autumn shipment.

Prices of nondt dry milk are not poject
ed to post mch seasonalise, and heese
prices and maufactuing milk values mg
slip after an edy-autumn peak. Butter
prices will be unsettledut may gain
slightly as the gaend holidgs gproad.
Average piices of all milk ae piojected to
be dout $14 per cwisignificantly higher
than duing sping and summerui far
belowv a year edier.

Jim Miller (202) 219-0834
jimiller@econ.a&.gov

For fur ther information, contact
Leland Southat, coodinaor; Ron
Gustafsoncattle; Shyle Shagam,beef
trade; Leland Southdyhogs; Mildred
Haley, pork trade; Jim Miller domestic
dairy; Richad Stillman,world daity;
Milton Madison,domestic poulty and
eggs; David Haivey, poultry and gg
trade aquacultue. All are a (202) 219-
0713.

Specialty Crops

The US. is the ffth-largest poducer of
dry edide beans in the arld—following
India, China,Brazil, and M&ico. In 1997,
U.S. dry bean gowers will produce an
estimaed 29 million cwt—7 perent moe
than a yar edier and 3 perent dove the
anrual average for the 199(8. Acreage
and yields hee been &nding higher wer
time, and both ose in 1997.

This seasoryield and poduction hae
increased despite dgrweaherrelaed
problems in the Red RerValley of North
Dakota and Minnesota—the st dy
bean poducing egion in the US.
Excessie rains in dily flooded some
fields in the walley, causing cop damage
and gederthan-nomal aceage éandon
ment. In Noth Dalota,an estimted 16
percent of aceage could be bandoned
compaed with 10 pezent duing the pe-
vious 3 yeas. Havever, increased aeage
and high yields in most other sta out
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weighed lover pioduction in Noth
Dakota and Minnesota.

Based on aes plantediower production
is expected or pinto,garbanp, and Gea
Northem beans in 199nd higher out
put is likely for lima beanssmall reds,
blacks, and light-ed kidngs. Lager
overall production will raise stoks and
likely result in laver piices into edy
1998. Gven lover diy bean pices net
spiing, a modesteduction in dy bean
acregge is likely for the 1998 season.

Dry bean poduction is &pected to
remain on its sk growth trend into the
year 2000sustained Y stea¢y domestic
and eport maket demandExpots ae
important to the US. dry bean indusir.
The US. is a net gporter and a major
player in the vorld dry bean méket, rank
ing third in export volume behind China
and Buma. In 1996U.S. dry bean
exports were valued @ $202 million
(imports were $28 million).The top US.
export makkets indude the United
Kingdom, Japan,Algeria, and Meico.

Over the past 5gais, an arerage of 18
percent of US. dry bean supplies has
been gported and estimtes sugest tha
this could rse to nedy 20 pecent in
1997.An export shae of poduction of 18

U.S. Exports About 20 Percent of Total Dry Bean Supplies
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percent is elaively high compaed with
other sect@ of the egetable industy,
sud as fesh \egetables (8 pecent),
frozen \egetables (7 pecent),and canned
vegetables (6 pecent). Coloed beans,
sudh as pintos and kidgs, accounteddr
64 pecent of US. dry bean gport value
in 1996.

On the domestic émt, per caita diy bean
use has beerising since the ehr 19805,
paticulary for kidneys, blacks, and pir
tos. Major &ctoss in this tend indude
the gowth of the Hispanic poputimn

in the US,, the populaity of Mexican/
Southwest bods,and the ising rutritional
awareness of consum&iThe popottion
of Hispanics in the L$. populdion
increased 53 peent duing the 198G
and is &pected to inarase 36 peent in
the 19905. Today, people of Hispanic or
gin account ér 10 pecent of the US.
populaion—up from 6 pecent in 1980.
The Census Beau estimges tha by the
year 2020Hispanics will accountdr
about 15 perent of the US. populdion.

Domestic per gaita consumption of gr
beans had peak dumg World War I, at
11 pounds per pson. Rr caita consump
tion then underent a long-ten steagt
dedine tha bottomed out in the dar
19805 & 5.1 pounds. Since thed,S. per
cgpita consumption of grbeans hadsen
to an estimged 7.8 pounds in 1997.
However, anrual ains in ecent yas hae
been smalleand gowth in domestic per
cgpita use my be losing steam.

Several factoss in this ecent apaent
slowdown indude the gpanding econo
my, and ising incomes thishare encouwr
aged consumerto svitch to moe expen
sive souces of potein.Another could be
the mauring of the Me&ican/Southvest
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Acreage Abandonment Up

In 1997,9 pecent of dy bean a@aye in the US. was dandonedcompaed with a
6-percent aerage since 1970The lagest aceage d@andonment dimg this peiod
was in 1993when 13 pagent of dy bean aeage was lost due toarious weaher
anomalies. Since 19868ty bean a@age ehandonment hasended upwrd.
Average abandonment dimg this peiod has been 7 pegnt,compaed with the

1970 average of 4 pecent.

One eason ér the upvard trend in aceage ebandonment mabe the ising use of
Fedeanl crop insuance Since 1980the amount of insed diy bean acage has
steadiy increasedThis has allowved gowers to occasionall cut losses dimg crop
disastes by abandoning inswed felds they may have previously hawvested vinen
the cop was uninsued A producers decision to lsandon the @p would be based
on the &pected indemnity panents elaive to maket retums mirus havesting
costs (assuming thao other aniable costs a outstanding). If thexpected indem
nity payments vere higherthe poducer vould geneally prefer not to harest and

market the cop.

If a dry bean oop is insued the decision tol@andon does noest solg} with the
producer Approval must be eceved fom an adjuster with the insance compan
The adjustes incentve is to see thas nuch of a cop as possik is havested
because haested poduct would reduce the amount of the indemnity paid out. In
celtain situaions the gower might &ioose not tolzandon the ap because an
abandoned ap results in ero yield for tha year This would diminish insuasince
coverage in futue yeass because the @ious yeas’yields ae used to deterine
premium costs and eligjlity to receve insuance

food phenomenormas a similar stailizing
trend is occuing with chile pepper use

Despite the ppaent slavdown in diy
bean consumptiorthe fundamentals of
future maket gowth—populdion trends,
health consciousnedsw product cost—
still suggest inceases in the coming
yeas. Havever, newv promotions or ne
products thacgpture and hold theteen
tion of theAmerican consumer will hae
to be deeloped to contine expansion of
the domestic mé&et. Without signifcant
gains in the domestic niaat, future
growth in the industy will fall squaely
on developing &port makets in an

increasingy competitve world arena.
Chares Plummer (202) 219-0717 and
Gary Lucier (202) 219-0117
cplummer@econgagov
glucier@econ.g.gov

For fur ther information, contact

Linda Calvin,Susan Bllack, andAgnes
Perez,fruit; Gar Lucier, vegetebles; Ron
Lord, sweetenes; Doyle ohnsonjree
nuts and geenhousefmrsery; Tom
Capehat, tobacco; Larrene Glaser
industial crops.All are & (202) 219-
0840.



