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The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs
and activities on the basis of race, color, national origin, age, disability, and, where
applicable, sex, marital status, familial status, parental status, religion, sexual
orientation, genetic information, political beliefs, reprisal, or because all or a part of an
individual's income is derived from any public assistance program. (Not all prohibited
bases apply to all programs.) Persons with disabilities who require alternative means
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contact USDA's TARGET Center at (202) 720-2600 (voice and TDD).

To file a complaint of discrimination write to USDA, Director, Office of Civil Rights, 1400
Independence Avenue, S.W., Washington, D.C. 20250-9410 or call (800) 795-3272
(voice) or (202) 720-6382 (TDD). USDA is an equal opportunity provider and employer.
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Abstract

The 2002 Farm Act required USDA to implement marketing loans for the 2002-07
crops of dry peas, lentils, and small chickpeas. This provision led to expanded acreage
for dry peas and lentils, crops analyzed in this study. The analysis found that marketing
loans played a role in expansion for dry peas in 2003-05 and for lentils in 2003. For dry
peas and lentils, marketing loans contributed to acreage expansion in North Dakota and
Montana. Simulation model results suggest that marketing loans had negligible impacts
on world prices for dry peas and lentils in 2003-05. Impacts on U.S. exports were minor,
increasing by about 2 percent in 2003.

Keywords: dry peas, lentils, marketing loan, supply response, world trade

Acknowledgments

For their insightful comments and suggestions on an earlier draft of this report, the
authors thank Economic Research Service colleagues Linda Calvin, Demcey Johnson,
and Steven Zahniser; Dennis Shields and Thomas Tice of USDA/Farm Service Agencys;
Robert Miller of USDA/National Agricultural Statistics Service; Daniel Sumner of

The University of California at Davis; and Andrew Swenson of North Dakota State
University Extension Service. The authors also thank Stan Skyrpetz of Agriculture and
Agri-Food Canada for providing information about the U.S. and Canadian dry pea and
lentil industries through his previous reports. We are also grateful to Courtney Knauth for
editorial expertise and Wynnice Pointer-Napper for layout and design.

About the authors

William Lin and Gary Lucier are economists with the Market and Trade Economics
Division, Economic Research Service, U.S. Department of Agriculture.



Contents

SUMMATY. . ..o e iii
Introduction . .......... .. ... .. . . . . 1
The Dry Pea and Lentil Industry: United States vs. Canada ......... 3
U.S. Production of Dry Peasand Lentils ......................... 3
U.S. Trade in Dry Peas and Lentils. . .. ........ ... ... . ... .... 5
Canadian Production of Dry Peas and Lentils ..................... 7
The U.S. Marketing Loan Program . . ............................ 9
The Acreage Response Model. .. ............................... 11
Estimated Model Results. . . .......... ... ... ... ... ... ...... 17
The Role of Marketing Loans in Acreage Expansion. . ............. 20
Implications of Marketing Loans for World Trade
inDryPeasand Lentils. . ................................... 23
Conclusions. . .. ... .. 25
References. .. ........ ... . i 27

Appendix A—Expected Grower Prices and Expected Net Returns
for Dry Peas and Lentils, 1997-2005 .. ...................... 30

Appendix B—Conceptual Framework and Simulation Model . . . .. .. 32

ii
Effects of Marketing Loans on U.S. Dry Peas amd Lentils / ERR-58
Economic Research Service/USDA



