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t.Situation and Outlook for
Alfalfa in the Western U.S. in 1995

L.J. (Bees) Butlerl

Abstract

The market for alfalfa hay in the Western U.S. is limited, by transportation costs, to a
seven-state region that includes Arizona, California, Idaho, Nevada, Oregon, Utah and
Washington. The following situation and outlook for alfalfa hay in the Western U.S.
reviews some of the factors that have influenced the current situation, and uses an
econometric model to project the outlook for 1995. In 1995, the alfalfa acreage for the
seven-state region is expected to increase by about 4 percent resulting in an increase in
total production of about 3.2 percent. The projected increase in the supply of alfalfa
together with decreases in the prices of milk and meat and competing feeds should
conspire to cause alfalfa prices in 1995 to decreas~ by about 7 percent below 1994 prices.

Alfalfa Hay Stocks (Tables and 2)

f
On December 1, 1991, the seven-state region had the largest stock of alfalfa hay on record
since 1987. Dismal milk prices and heavy culling of dairy cows, combined with more than
adequate stocks and a decrease in the demand for alfalfa in early 1992 caused alfalfa hay
prices to decline. By May 1992, the on-farm inventory of alfalfa hay was still in excess of
9 percent of the total U.S. inventory, and prices for alfalfa throughout 1992 were
relatively low. The December I, 1992 stocks were lower than those in 1991, but were still
about 10 percent of total U.S. stocks. In 1993, milk prices took a steep turn upward in
the spring and this buoyed demand for alfalfa. By May 1, 1993, the seven-state region
stocks of alfalfa hay was less than 5 percent of the total U.S. on-farm inventory. Prices
for alfalfa began to climb, and, for the whole of 1993, averaged over 20 percent higher
than 1992 average prices.

By December of 1993, alfalfa hay stocks for the seven-state region were almost back to
normal, but Arizona, Calitomia and Washington all had large deficits. By May 1, 1994, the
situation was back to normal, with the seven-state region maintaining an inventory of
about 2.2 million tons, or about 9.6 percent of the total U;S. inventory. However increases
in the demand for alfalfa hay, mainly by the dairy industry, have kept prices high. Average
prices for alfalfa hay in 1994 are estimated to be about 10-12 percent above 1993 levels -

higher than 1989 and 1990 prices, and the highest since before 1981 (Figure 1 ).
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Regional Acreage's, Average Yields and Production (Tables 3,4 and 5)

The seven-state region harvested acreage of alfalfa for 1994 is estimated to be about 3.8

million acres -down slightly from 1993 levels, and lower than the 1986 record levels of

almost 4 million acres.

Harvested acreage declined in only two states in 1994, California and Idaho. With the
exception of Oregon and Washington, all other states reported an increase in acreage.

Regional yields however, are estimated to have decreased in 1994 in most states, with the
exception of Arizona whose yields appear to have increased to around 8.0 tons per acre.

Total regional production of alfalfa hay for the whole of 1994 is expected to be over 18.6
million tons~ slightly lower than 1993 levels. Total production actually increased in
Arizona and Oregon in 1994 while production in all other states of the seven-state region
decreased.

Demand for Alfalfa Hay

Approximately 70 percent of the total production of alfalfa hay in the Western U.S. is sold
for dairy feed. The other 30 percent is about evenly split between beef cattle and horses.

Therefore, economic conditions that affect the dairy industry, and to a lesser extent, the
beef industry, also affects the demand for alfalfa hay.

Alfalfa competes in animal feed markets with other animal feeds such as corn, oats, wheat,
barley and cottonseed, as well as a variety of other dairy feeds, particularly in California.
However, while alfalfa is one of the most important components of dairy cattle diets, its
use in rations is significantly determined by its price relative to other ( competing) feeds.

In recent years the Western region has increased its national share of dairy cows and milk

production. The number of milk cows in the seven-state Western region has increased

from 15.5 percent of the U. S .herd in 1986 to over 20 percent in 1994. In addition,

typical milk yields in the West average 15-17 percent above the national average.

Over 60 percent of the total milk cows on farms in the seven-state Western region reside
in California, but California produces only 37 percent of the total alfalfa grown in the same
seven states. A considerable amount of alfalfa hay is imported into California from
neighboring states. Therefore, the economic conditions of the California dairy industry
significantly influences the supply of, and demand for alfalfa hay and other dairy feeds in
the Western region.

The following outlook for 1995, therefore, is heavily influenced by past and projected
conditions in California -particularly the California dairy industry.
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Outlook for Alfalfa in 1995

~

Changes in the supply of alfalfa hay are influenced by both long term and short term
phenomena. In the long term, changes in planted acreage are mainly responsive to
profitability of alfalfa relative to other competing crops. As the price of alfalfa increases
relative to other crops, acreage tends to increase.

Changes in the short term supply of alfalfa are mainly dependent on factors that affect
yield. Thus, if winter rains are not sufficient to provide substantial water supplies in the
spring, or iflate spring rains should spoil the first or second cuttings of alfalfa hay, then
alfalfa supplies can vary up or down by as much as 10 percent.

Increases in the demand for alfalfa in the last 2 years have substantially increased the price
for alfalfa, especially relative to those of competing crops. 1994 prices are about 30

percent above 1992 prices. As a consequence, alfalfa acreage is expected to increase in
1995 by about 4 percent over 1994 acreage's, bringing the total acreage planted in the
seven-state region to about 3.92 million acres.

Provided winter conditions are normal, and late Spring rains do not spoil the crop, the
total quantity of alfalfa produced in 1995 should increase by about 3.2 percent to over
19.2 million tons.

Demand

Changes in the demand for alfalfa, as reflected in the price of alfalfa, are mainly due
to changes in milk and beef prices, the prices of competing feeds, the number of dairy and
beef cattle in the region and the supply of alfalfa.

Milk and meat prices are expected to decrease in 1995 by about 5 percent while
competing feed prices are expected to decrease by up to 10 percent. These factors will be
offset slightly by the continued expansion in dairy herds, which should increase cattle
numbers by about 3 percent. But the projected increase in the supply of alfalfa together
with the decreases in the prices of milk and meat and competing feeds should conspire to
cause alfalfa prices in 1995 to decrease by about 7 percent below 1994 prices.
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Table 7

California Hay Crop Production and Yield: 1978-94
Alfalfa and Other Hay Mixtures

-'000 acres- -Tons- .000 acres- -Tons- -000 acres- -Tons-

1978

1979
1980

1981

1982
1983

1984

1985
1986

1987

1988
1989

1990

1991
1992

1993
1994

1,090

1,050
1,030

1,050
960
950

1,020

1,030
1,080

1,150

1,100
1,020

1,060

1,050
960

920

950.0

5.5

6.0
6.4

6.3

6.7
6.2

6.6

6.5
6.6

6.5

6.6
6.7

6.6

6.7
6.7

6.9
6.9

520

510

520

515

510
530

530

540
600

520

580
650

570

630

490

460
560

2.0

2.0
2.2

2.4

2.4
2.5

2.4

2.4
2.5
2.5

2.4
2.6

2.3

2.5
2.7

2.7
2.9

1,610

1,560
1,550

1,565

1,470
1,480

1,550

1,570
1,680

1,670

1,680
1,670

1,630

1,680
1,450

1,380
1,510

4.31

4.67

4.99

5.01

5.20

4.87

5.16

5.02

5.14

5.39

5.15

5.10

5.10

5.13

5.35

5.50

5.4

Source: California Crop and Livestock Reporting Service

e = estimated

Table 8

California Hay Crop Production and Inventories. 1978-94

Alfalfa

Production

Total Crop

Production

Total Carryover

Supply December
Carryover

May 1

Other Hay

ProductionYear

-1000 Tons-

1978

1979
1980

1981

1982

1983

1984
1985

1986

1987
1988

1989

1990
1991

1992

1993
1994

1,082
765
620

542
471

337

368
314

400

345
360

173

256
332

775

155
152

5,940

6,300
6,592

6,615

6,432

5,890

6,732
6,592

7,128

7,705
7,260

6,834

6,996
7,035

6,432
6,346
6,365

1,014
995

1,144

1,236
1,224

1,325

1,272

1,296

1,500

1,300
1,392

1,690

1,311
1,575
1,323

1,242
1,624

6,954

7,295
7,736

7,851
7,656

7,215

8,004
7,888

8,628

9,005
8,652

8,524

8,307
8,610

7,755

7,590
7,989

8,036

8,060
8,356

8,393
8,127

7,552

8,372

8,202

9,028

9,350
9,012

8,697

8,563
8.942

8,530

7,745
8, 141

2,226

2,043
2,708

2,669

1,800

1,608

1,323

1,414

2,330
2,341
2,163

1,875

1,911
2,841

2,869

1,670

Source: California Crop and Livestock Reporting Service

e = estimated


