5—Alternative drivers of food shortages exist that Medicaid doesn’t solve for such as natural disasters, increased global exports, and price declines. 
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The disruptive impacts of the COVID-19 pandemic on the U.S. agricultural system have been broad and varied. And they follow several years of trying production and market conditions for U.S. farmers. In 2017 and 2018, several hurricanes pummeled U.S. farms; 2019 brought historically poor planting conditions and retaliatory tariffs cut potential for our agricultural exports compared to 2017. This year, farmers and consumers have been planning production and managing household budgets at a time when markets — food, commodity, labor, energy — are being jolted by global, national and regional shutdowns, slowdowns, and overall uncertainty. Those shocks to the U.S. and global economies have affected both the supply and demand for food in the U.S. and the rest of the world, leading to short-term, localized shortages in the U.S., particularly in livestock products like meat, while farmers had to deal with, for example, excess milk supplies in other areas. In general, U.S. food prices have risen since January while prices received by U.S. producers have fallen. But while rising wholesale and retail food prices and some temporarily empty shelves drew a lot of public attention and stoked fears over availability and affordability of our food, the severe impacts of the crisis on U.S. farmers have been much less visible. Here we share some information and data on farming operations and how the crisis has impacted U.S. farmers over the past few months. Tough times have been underway for years The COVID-19 pandemic not only triggered a new type of crisis for the farming sector, it also came at a tough time for U.S. farmers. For the past few years, global commodity production has outpaced demand in most years and prices have been falling. Since the historic 2012 U.S. drought and peak in commodity prices in 2013, global commodity production has generally outpaced demand, fueling continued price declines – in nominal and real terms. Between 2012-2019, producer prices for corn fell 48% from $6.89 per bushel to $3.56, and producer prices for soybeans fell 40% - almost six dollars per bushel Prices for cattle, hogs, broilers and milk have also been on downward trend over the past 5 years. However, cost of production for these commodities in 2019 was higher or only marginally lower than five years earlier (see chart 1). During the same period, many of our global competitors, supported in part by advantageous currency values, have ramped up production for export —wheat in the Black Sea region, and corn, soybeans, and cotton in South America. Meanwhile, U.S. farmers have had to deal with a significant economic (tariffs) and weather-related challenges (drought and hurricanes) that have kept production costs relatively high, squeezing the margins for many crop, livestock, and dairy farmers. Clear signs of financial distress had emerged among U.S. farmers even prior to the onset of the COVID-19 outbreak. Investment in equipment was down, farmer debt was up, and so was borrowing against land. By the end of 2019, the delinquency rate on commercial loans hit a six-year high, and the delinquency rate on farmland loans was at its highest level since 2013. Inflation-adjusted farm income increased in 2019, but only when including federal farm aid payments and indemnities for crop insurance. Some of those payments were specifically introduced to assist farmers in adjusting to market disruptions caused by the retaliatory tariffs imposed by China and other countries on U.S. agricultural exports and the unprecedented levels of weather-induced prevented plantings in 2019. COVID-19 exacerbated the challenges facing farmers The rapid proliferation of COVID-19 at home and abroad and subsequent shutdown of parts of the economy led to unprecedented and simultaneous supply and demand shocks to the food system. Crude oil prices, which began the year at $61.18 per barrel, briefly traded negative for the first time ever in April. Grocery store retail sales rose sharply while sales at food service and drinking places during March and April were $47.5 billion lower than during the same period in 2019. The consequences of the crisis for farmers and their families were immediate and severe. For example, the reduction in miles driven as the public sheltered in place, meant less demand for biofuels, which in turn led to reduced demand for grains used in biofuels, particularly corn. In addition, the immediate and drastic decline in food demand by restaurants and hotel customers isolated farmers and food processors from some of their biggest buyers, especially for meat, dairy, and specialty crops. As a result, we have seen agricultural commodity prices also decline significantly over the past few months (see chart 2). In recent weeks we have seen a reversal in some prices as global demand is recovering. So as consumers were dealing with localized food shortages and rising retail food prices, producers were grappling with falling farmgate prices and a glut of output that forced them to euthanize livestock, dump milk, and dispose of perishable products that could not be stored. Data on differences in prices at the farm and retail levels show that, as of August, the price paid by consumers for one pound of retail beef, for example, has risen by 5 percent since January, 2020 (a significant fall-off from June, when it was 30 percent higher), while cattle producers are receiving 20 percent less for their cattle. Similarly, milk prices are up by nearly 5 percent for consumers since the beginning of the year, and milk prices received by dairy farmers, although were up 5 percent as well in August, they follow successive decreases in prices received from February through June, including a 31 percent decrease from January to June. The loss of jobs across the country have also hit farm families hard. In mid-June we saw rates of unemployment of 8.8 percent in rural areas, compared with 11.6 percent in urban areas. While farming-dependent counties suffered fewer job losses than most other regions, many farm families rely on off-farm income to help with health coverage and to offset losses on the farm operation . With the unprecedented number of job losses we have seen since January, the impact on farm families and their finances could be extreme particularly for farms for which operating margins are so thin right now. According to a recent analysis by the Federal Reserve Bank of Kansas, the volume of total non-real estate loans declined for a fourth consecutive quarter, falling by 13 percent in the second quarter of 2020 compared to a year ago. The analysis shows that the largest decline in loan volume was for livestock feeder loans, which fell more than 40 percent from a year ago. Outstanding farm debt during the second quarter of 2020 also declined with the slowdown of lending; yet, farm loan delinquency rates continued to edge higher (chart 3a&b). Although comprising less than 2.5 percent of farm loans, the volume of delinquent farm real estate and non-real estate loans increased about 17 percent and 13 percent, respectively, compared to a year ago. The volume of loans past due more than 90 days continued to account for the smallest share of total delinquencies, but increased at a similar rate, suggesting that previously past due loans remained delinquent. Unprecedented crises called for unprecedented measures The magnitude and speed with which the COVID-19 outbreak affected the economy in general, and the food system in particular, motivated Congressional action in the CARES Act and dictated the scale and nature of USDA’s responses. It became quickly obvious that this crisis was nothing like we have ever experienced and that it could pose a real threat to the viability of many farming operations and, with it, to the sustainability of our domestic food supply. While evidence at a national scale is not yet available, losses by Texas agriculture alone were estimated at $6 - $8 billion, or 28-37 percent of the state’s cash receipts in 2019. USDA’s most recent forecast for farm income for 2020, from September 2 projected that producers would receive $31 billion less this year in cash receipts compared to pre-COVID income forecasts from February. Mitigating the crisis required a wide range of measures targeting all aspects of the food supply and demand system and its different stakeholders. Most critically, USDA initially provided assistance through the Coronavirus Food Assistance Program (CFAP 1) estimated to provide up to $16 billion to U.S. farmers and ranchers to help them deal with the significant income losses they incurred during the pandemic.  Following the enactment of the CARES Act in March, USDA quickly developed a broad program to help producers experiencing revenue losses and facing new costs, with sign-ups starting in late May. Payments were made available to producers experiencing losses from across the broad spectrum of U.S. agriculture
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