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To find your way on a map, first, you must know where you are. —
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In 2018, the Pennsylvania Department of Agriculture commissionedBrSnLJi K Yy f @ aAa 27T t Sy y a datt@onygsidé ourtpatNgisO dzt
at Team Pennsylvania and the Team Pennsylvania Agriculture Advisory Board. That analysis, in some ways, confirmedeabakwevalthat Pennsylvania
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economic impact, and provided a roadmap towards launching the PennsykamaBill. This was Governor Tom Wolf's bold and necessary investment in
Pennsylvania agriculture to grow opportunities and resources, remove barriers to entry, and inspire future generatiaosltfrableaders. With the backing

of the Pennsylvania legislature, the PA Farm Bill became law in July 2019, with bicameral, bipartisan support.
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shaping strategic policy that supports our agricultural entrepreneurs and enterprises for the future.

The report is the result of our publprivate partnership with PA Department of Agriculture and Pennsylvania agriculturaéssiggaders that serve as part of

the Team Pennsylvania Agriculture Advisory Board. This work was directed by the Board, who are leaders from across iBénosylgesp and animal

production, food and beverage manufacturing, forestry, and green industries, and collectively share a commitment to-theriongbility of agriculture in
Pennsylvania.

As cachairs of the Agriculture Advisory Board, we encourage you to explore this report, recognize the trends our state ectawwledge Pennsylvania
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regain our footing alongside the rest of the national recovery efforts.

Amid more than a year of unprecedented trials posed by the CQ¥andemic, we find it important to also recognize the reiokaged and renewed

gratitude for the critical agricultural infrastructure, and the nearly 600,000 Pennsylvanians, responsible for faciitatisugd fiber from field to consumer.

Our for-profit and nonprofit ag organizations have exemplified creativity and resiliency this year while rising to meet eagéaf nourishing their fellow

t Syyaet gryiltya FyR KS g2NI R Rd2NAyYy3a I GAYS 2F KAIK ygbthiReporzaidioftes cited@s/ y a
Wi INR Odzf GdzNBQa @I fdzS (G2 GKS 02YY2y6SIfGKQZ Al Aa eddsandorgahizaiogs as aitaypary f
of the story supporting the economic impact.
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This report, a snapshot of where we are today, will inform the path to cultivating a resilient agriculture industry foraamafe will forge ahead in this
journey with an earnest commitment towards progress by working together.
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In Partnership,

Russell C. Redding ScottSechlelSr.
Secretary of Agriculture Chairman and President
Commonwealth of Pennsylvania Bell & Evans
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About Econsult Solutions, Inc.
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Pennsylvania. ESI is a Philadeldgiaaed economic consulting firm that provides businesses and

public policy makers with economic consulting services in urban economics, real estate economics,
transportation, public infrastructure, development, public policy and finance, community and
neighborhood development and planning, as well as expert witness services for litigation support.

Its principals are nationally recognized experts in urban development, real estate, government and
public policy, planning, transportation, ngmofit management, business strategy and

administration, as well as litigation and commercial damages. Staff members have outstanding
professional and academic credentials, including active positions at the collegiate level, vast
experience at the highest levels of the public policy process and extensive consulting experience.
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Introduction: Context of this Report
2021 Update
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Agriculture: A Look at the Economic Impact and Future Tréndsg K A O K acreage of farms decreasing over the past decade, the Pennsylvania Farm Bill
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at the 2019 Pennsylvania Farm Bill, at national trends in the agricultural - = P xR
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The Pennsylvania Farm Bill, signed into law on July 1, 2019, has resulted in aimportance in the state economy. In line with the 2018 analysis, this report
total of $37.2 million in support to agriculture in the Commonwealth in the firstrepresents the production, processing, forestry and hardwoods, landscaping,
two years, with an additional $13.6 million proposed for the 2021/22 fiscal = agrelated services, and food manufacturing sectors in order to develop a more
year. Responsive to evolving trends in the industry, the PennsylvaniaFarm Bid2 YL SGS dzy RSNE Gl yRAYy3a 2F t Syyaet gl
includes:

A Resources for agricultural business development and succession planning Comparing the Two Reports
including through the Agriculture Business Development Center and a realty
transfer tax exemption of preserved farmland to qualified beginning

farmers; 2018 Report 2021 Report
A Building a strong agricultural workforgéncluding the Pennsylvania Farm
to School Grant Program and the Agriculture and Youth Development Gr Pennsylvania Agriculture: A Look The Economic Impact of
Program; at the Economic Impact and Agriculture in Pennsylvania:
A Reduced regulatory burdens to strengthen the agricultural business Future Trends 2021 Update

climate in Pennsylvanighrough greater funding and financing;
2012 Agricultural Census 2017 Agricultural Census, with
the 5-year growth applied
forward to 2019

A Increased processing capabilitiemcluding through the Pennsylvania Dairy
Investment Program and the Center for Animal Agriculture Excellence;

A New market opportunities and investments in organimcluding added
support to a statdevel Specialty Crop Block Grant program for priority 2017 IMPLAN 2019 IMPLAN
crops, increased funding to the PA Preferred Homegrown by Heroes

Program, and the creation of the PA Preferred Organic Initiative; and _ ;
Economic Impact as of 2017 Economic Impact as of 2019

A Protection for Pennsylvania agriculturéarough a $4 million Pennsylvania
Rapid Response Disaster Readiness Account offering protection against
agricultural disasters including animal health, plant health, and 4oauhe
illness.
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https://teampa.com/wp-content/uploads/2018/05/TEAM-PA-AGRICULTURE-FINAL-REPORT.pdf

Overview of Economic Impacts

¢ KS wHPemgylvadia Agriculture: A Look at the Economic Impact and Futur®tal output from the estimate given in the 2018 report of $83.8 billion. This
Trends NBLI2 NI RSTAYSR tSyyaeft gl yAil Qa decikdski®ldaely diNdd byla pRedaiflioh Md&credseiin fdol manBacthriyigR dz

involved in the production and processing of crops, the production and which is substantial but caused by changes in the operations of individual large
processing of animals, the production and processing of forestry products, = companies in Pennsylvania. Despite this decrease in food manufacturing,
landscaping, and horticultural services, agriculttetated support services, nearly all other categories saw increases over this period (the exceptions bein
and food manufacturing. This report uses the same definition. crop and animal processing as well as agricultetated services). The

reasons for these shifts are complex and are explained in the following section
of this report, which further breaks down these categories into subsectors to
examine changes in farm numbers and sizes, commodity prices, and
nationwide trends.

In this update, the total direct economic output of these sectors totals $81.5
billion. This represents a 2.7 percent decrease in

PERCENT
. CHANGE

Food Manufacturing _ $22.4B E -11.2%
Forestry Processing_ $21.2B ; +0.1%
Animal Processing_ $14.2 B ; -2.2%
Crop Processing _ $9.9B E -5.2%
Animal Production - $5.9B E + 3.8%
Landscaping - $3.7B ; + 29.4%
Crop Production - $3.1B ; +4.0%
Forestry Production I $608M E +57.0%
Ag-Related Servicesl $47TM ; -1.9%

Sources: IMPLAN (2019), ESI (2021)
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Overview of Economic Impacts

The direct impacts of Pennsylvania's Agriculture Industry do not

tell the full story of what agriculture means to the

Commonwealth's economy. Spillover effects are generated
through interindustry linkages between the agricultural sectors

and other sectors within the economy. These impacts, combined
with the direct impacts, provide a more comprehensive picture of
K2g tSyyaetglyalQa | INKOdzZ (i dzNB
economy.

For example, a cattle farm contributes directly to the local
economy by selling farm products, employing individuals directly
working on the farm, and paying those employees wages and
salaries.

In addition to these impacts, the farmer buys feed from suppliers
or other farmers, veterinary services, trucking services,
professional services, and farm equipment maintenance and
repair, among others. Some of these purchases are from other
businesses within the agriculture sector and are therefore already
capitated in the direct impacts of the sector. However, the
purchases from businesses outside the sector generate additional
economic impacts. These impacts are captured innk@ect
impacts.

The salaries paid to employees working on the farm, as well as to
the farmers themselves, generate additional economic impact as

DIRECT

t

INDIRECT

b

they spend their wages in the local economy. These are captured INDUCED
in theinduced impacts.
—1
TOTAL
; TEAM ECONSULT
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Total Direct Expenditures

Employee
Compensation \

(0p))

Indirect Economic
Activity & Jobs

Employea Compensation

Y
Induced Economic Activity & Jobs

Total Economic Impact
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Overview of Economic Impacts

Beyond the 301,900 direct jobs, In addition to the $81.5 billion Agricultural industry workers
indirect and induced spending direct output, indirect and earn $14.5 billion in direct labor
supports an additional 291,700 induced spending generates an income. Indirect and induced
jobs within the Commonwealth  additional $51 billion in impact spending support an additional

for a total of 593,600 jobs within the Commonwealth fora  $18.3 billion in labor income in
supported by the agricultural total economic impact of $132.5 the Commonwealth for a total
Industry, representing a 2.5 billion in 2019. of $32.8 billion income

percent increase in total jobs supported by the agricultural
from the 2017 estimate given in Industry.

the previous report.

Agriculture is a major contributor
to the state economy:

A Agriculture contributes $1 out of
$18.3B every $16 in gross state product.
INDIRECT & INDUCE
LABOR INCOME A Every dollar of direct output
generates $0.63 in additional
 $-
)

economic activity.
$32.8B

TOTAL LABOR A Agriculture supports 7 jobs per $1
INCOME million of output.

291.700 $51.0B

INDIRECT & INDUCE INDIRECT & INDUCE
JOBS OUTPUT

2

/a
503,600 $ el
ons $132.5B

TOTAL
OUTPUT

A Agriculture supports 1 out of every
10 jobs in Pennsylvania.

; TEAM ECONSULT
GEPRRTMENT OF AGRICIN e PENNSYLVANIA Fsm SOLUTIONS INC. Return to Table of Contents Economic Impact of Agriculture in Pennsylvania 202 m

nomics | strategy | insight




Overview of Economic Impacts

LY HamdpE tSyyaetdryilQa
direct jobs and $14.5 billion in labor income.

Pym®dp O0Af

Agriculture jobs represent approximately 5.8 percent of all private sector
employment in Pennsylvanialhese jobs also support additional jobs in other
industries through their indirect and induced impacts, as describepbge

10 of this report.

301,900 DIRECT JOBS

FOOD

MANUFACTURING CROP

PRODUCTION

AGRELATED
SERVICES

ANIMAL
PRODUCTIONM

Some/jobs, subtFatiuatelindaBprodustioniaddNdndscihifiglzhNE IGRr o n
average wages compared agriculture as a wholeOthers, including crop
processing, animal processing, and forestry processing have slightly higher
wages. Notably, food manufacturing makes up a relatively small share of
agricultural employment compared to its output, meaning that this category is
more capitalintensive than others within agriculture.

$14.5 B LABOR INCOME

CROP
PRODUCTION

FOOD
MANUFACTURING

ANIMAL

AGRELATED PRODUCTION

SERVICES
2%

CROP
PROCESSIIT
CROP
LANDSCAPI
LANDSCAPING PROCESSIIN SC
ANIMAL
ANIMAL PROCESSING
PROCESSING
2%
3%
FORESTR FORESTRY FOREST® FORESTRY
PROCESSING PRODUCTION PROCESSING PRODUCTION
Source: IMPLAN (2019), ESI (2021)
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Indirect Economic Impacts

The indirect impacts of agriculture from spending with
companies outside the agriculture sector in Pennsylvania fall
into a wide range of industries, with the largest impacts (in
terms of jobs) in wholesale trade, transportation &
warehousing, professional services, administrative & waste
management, management of companies & enterprises, and
finance & insurance. While the pie chart at the right shows the
overall indirect impact of agriculture, individual types of
agricultural production and processing may produce more or
fewer indirect jobs in each of these categories. To put these
numbers in context, the jobs supported by agriculture in
wholesale trade comprise approximately 10 percent of all jobs
in this sector within the state.

As described previously, agriculture also generates induced
effects in the economy through the spending of employees.
Those induced effects are primarily seen in health care & soci:
assistance, retail, and accommodation & food services.

Industry Breakdown of Indirect Jobs Generated
by Agriculture in Pennsylvania

26.2%
ALL OTHER

5.8%
FINANCE &
INSURANCE

7.5%
MANAGEMENT
OF COMPANIES

-
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19.6%
WHOLESALE
TRADE

17.5%
TRANSPORTATION
& WAREHOUSING

10.6%
ADMINISTRATIVE PROFESSIONAL

12.8%

& WASTE  SERVICES

Source: IMPLAN (2019), ESI (2021)
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Overall Trends in Pennsylvania Agriculture

The USDA Census of Agriculture is conducted every five years. As a complefzonomic Impact and Future Treads NE Tt SO0 OKIlF y3ISa 06Si
count of every farm in the country, it provides a valuable data set on farm  in the 2018 study) and 2017 (reported here). In the economic impact section
size, demographics, and production. Every five years, the Census provides aof this report, growth rates from 2012 to 2017 have been brought forward, so
unique glimpse into practices and changes in farms across the country. that output values reflect estimated 2019 output level.

However, lags in data reporting mean that the most current data reflects the Despite this data limitation, the agricultural census remains the most

state of agriculture in 2017, with some individual datasets updated more comprehensive and accurate agricultural dataset, allowing for comparisons
recently. This means that comparisons in the agricultural census between thisver time and between states at a detailed level.

NBE L2 NIi | YR { K SPeanby®ania AgnicylturbiB. Ladk\alithed
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53,157 7.3 M 137 $7.8B $352 M

FARMS ACRES AVG ACRES MARKET VALUE INCOME
(-10 percent) (-6 percent) (+5 percent) (+5 percent) (+14 percent)

)z

Comparison to National Trends

| H I A The total number of farms in the U.S. declined by 3
| ! percent, mostly due to losses in rsized farms while the
|l number of very small and very large farms increased.

Despite a decrease in the - ubit Pennsylvania realized a comparatively large decl{i@
number of farms, the ‘ F percent of total farms), Wit.h an incr_egse_in only very large
market value of pI’OdUCtS fimn farms and all other farm sizes declining in number.

sold and operations income
both increased between

2012 and 2017. g ' A This consolidation into fewer, larger crop farmatched
the national trend and realized some financial benefits
from economies of scaléAt the same time, animal farm
consolidation reveals a higher concentration of animals
per farm and therefore larger returns per acre.

YIEN)] SO OItdsSz tSyyaet gt yal
growth rate in market value over this period.

|
' l J A Unlike the U.S. which saw a 2 percent decrease in
J ]
[ 1

|
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Pennsylvania matches National Trends of Farm Consolidation

While the total number of PA farms shrank, per farm average sales and
income realized significant increaseBhe average farm in Pennsylvania sold

$145,962 in products in 2017, a 17 percent increase since 2012. AdditionaIIyA

average farrrrelated income increased by 18 percent (+$16,562) while net
case farm income increased by 42 percent (+$45,020). This trend towards
increased consolidation is evident looking at trends across farm Sizes.
the last five years, all categories of small and nsited farms declined while
very large farms ($500,000 or more in sales) increased by 7 percent.

These shifts toward fewer but larger operations hold true in many types of
operations, including both livestock and crop farms:

A The number of cattle and calves in Pennsylvania held steady from 2012 t

2017, even as the number of farms decreased by nearly 10 percent. Even

so,Pennsylvania beef farms remain much smaller than the national
average(see page48-19for more information).

A Hog and pig inventories increased by more than 9 percent, even as the

Number of Farms, by Sales Category, 2012 and 2017
(thousands of farmg

19.6 m 2012 1 2017

16.9

4944 4036

$2,500 $4,999 $9,999  $24,999  $49,999

Sales Class

$99,999 $499,999 more

Across many types of operations, production or inventory increased
even as the number of operations decreased from 2012 to 2017. This
shift was driven by an increase in large operations, particularly those

with $500,000 or more in sales.
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number of farms with hogs and pigs on them decreased by more than 10
percent (see pag2z-23 for more information).

On the crops side, the amount of corn grown for grain increased by more
than 15 percent (to 144.7 million bushels) even as the number of farms
decreased by more than 18 percent and acreage decreased by 4.9 percent.

A In nearly all crop types reported, production either increased more than
farm numbers, or decreased by small margins.

While the specifics vary from one Agricultural Census to the next, these are a
continuation of a decadegong trend of consolidation, both in Pennsylvania
and nationally. Larger farms are more technology intensive, increasing
demand for workers with advanced skibgd alsanaking it more difficult for
smaller farms to compete.

Farms by Size (Cropland Acres), U.S. 1982012

100

90

0

1987 2012

2002
| | 2,000 acres ormore 1,000-1 ,999 acres [ 1500-999 acres

1992 1997 2007

Farm size

(cropland acres): @ 200-499 acres ™ 100-199 acres M <100 acres

Source: National Agriculture Statistics Service, 2017 Agricultural Census (left);
USDA, Economic Research Service and Agricultural Census (above)
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Notable Farm Characteristics

As of 201712 percent of farms had a young producer (defined as age 35 or younger)
operating as a primary producemwith 17 percent of farms having a young producer preser

.-. About a quarter of these primary producers were working in dairy cattle and milk product

— while 17 percent were engaged in crop farmiWgth 14 percent of all producers in

Pennsylvania age 35 or younger, PA ranks first in the country in the number of young
producers. Lancaster County leads in this area, with more than 2,400 young producers
(LaGrange County, Indiana, which is ranked second nationally has less than half this
number).

The designation of primary producer is an official term used by the USDA that refers to tt
person who makes the most decisions on a given farm, as reported by farms to the
Agricultural Census.

Currently,2 percentof farms in Pennsylvanae certified as organiby the USDA National

B A Organic Program. However, since 2012, the number of farms producing organic products
o= increased by 76 percenfrom 600 to 1,055 farms, a trend that is likely to continue due to

[ ? consumer trends nationwide as well as supports from the Pennsylvania Farm Bill.

The market value of these organic produskyrocketed by 800 percerftom $78 million in
2012 to$707 million in 2017resulting in the average sales per farm increasing from
$131,000 to $675,000. With this increase, Pennsylvania now ranks third in the U.S. in or
sales, with nearly 2.5 times the dollar vale of sales of New York, the only other state in tr
Northeast in the top 10 (USDA 2019 Organic Survey)

While internet access has growil percent of farms still did not have internet acceas of
2017, down from 38 percent in 2012. With 25 percent of farms nationally lacking internet
service, Pennsylvania lags compared to other states. Internet connectivity can be a chall
in rural areas in general, but Pennsylvania differs from other states in its large number of

(o] Amish and Mennonite communities, many of whom are farmers. While Mennonites may |
electricity and computers (although at lower rates than the general population), Amish
individuals do not.

Sources: National Agriculture Statistics Service, 2017 Agricultural CensuR &zt LaureMuthlers d¢a 2 NB G KFy 'y Ay 02y @SyASyO0Sz tl oQ& oNRBIR
Centre Daily Time@pril 10, 2019https://www.centredaily.com/news/local/article228780844.htfl wl OK St aO5S8S @A GG a2 KFd 52848 (GKS Cdzidz2NB 27
v dzS & (i Q0BWESA {January 31, 2020ps://www.wesa.fm/post/whatdoesfuture-farming-pennsylvanidookwho-and-whereare-big-questiongstream/0
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