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Introduction

Immigrant labor has become increasingly importartt 1S. agriculture and the Texas dairy
sector in recent years. It is estimated that miglebor utilized on Texas dairies accounts fotaip
fifty percent of the dairy farm workforce. Shorgagof agricultural labor, including migrants, were
the most severe in many years. Further compourttmg@roblem is the lack of willing, skilled
labor to work on Texas dairies. Agricultural lalstiortages were attributed to increased
enforcement of labor regulations, longer wait tirme3 exas/Mexico border crossings, and higher
wages in other occupations, such as construciitre. economic impacts of labor losses on the
Texas dairy sector are summarized below. Thesadtamlo not include any impacts related to
potential losses associated with the dairy prongssector.

The Texas Dairy Cow Sector

In 2005, 1,500 Texas dairies produced 6.4 billionms of milk valued at $986 million,
making the dairy sector one of the most importanhe state. Texas dairies maintain an average ¢f
320 cows, with each cow producing 20,131 poundsilif annually. The largest dairies, those with
more than 500 head, account for about 69 perceahieof exas dairy herd, while dairies with 100-
499 cows account for 26 percent. Dairies with teas 100 cows account for about five percent of
the Texas dairy herd.

The total economic impact of the Texas dairy seatothe economy is substantial. In 2005,

dairy output of $986 million was supported by $hilion in economic activity throughout the
Texas economy. The Texas dairy sector supportg8 Bbllion in income and 10,290 workers.

Estimated Economic I mpacts of 10% and 20% L abor L osses on the Texas Dairy Sector*

Production| Business Activity| Income Jobs
2005 Baseline $985.6 $1,910.9 $558.1 10,290
10% Labor Loss -$197.1 -$382.2 -$111.6 -1,654
20% Labor Loss -$492.8 -$955.4 -$279.1 -3,932

* Production, business activity and income repoiteahillion dollars. Jobs are reported in actudl-fime equivalents.

Labor LossImpacts

Industry experts estimate that a ten percent |issrwould result in a 20 percent loss in
milk output statewide. The initial impact would &&197 million loss in economic activity.
Subsequent losses would reach $185 million, fota toss of $382 million. Income losses to the
dairy sector, as well as input suppliers, trangianm and other supporting industries would be $11[
million. Of this total, $92 million would be diredairy cow sector losses. In addition, the loss i




total employment is estimated to be 1,654 jobsowkld04 direct dairy cow sector jobs would be
lost initially, while an 1,250 jobs would be lostsupport sectors and industries.

It is estimated that a 20 percent labor loss wéedd to a 50 percent decline in milk output
in Texas. The total economic impact of this dexiim dairy output is estimated to be $955 million.
This includes $493 million in lost milk sales andadditional $462 million in purchases of dairy
inputs and other supporting activities. Total imeolosses to the dairy sector would reach $279
million. This would include $49 million in lossés dairy cow operations. An additional $230
million would be lost by other sectors and indestrihat support milk production and households
that are negatively affected by declining dairyesand lost employment.

Job losses in dairy cow operations and supporgatpss would be substantial. It is
estimated that 3,923 full time equivalent jobs vabloé lost. About 808 of these are attributed
directly to lost jobs in dairy cow operations. Té&ould be additional losses of 3,124 jobs in ¢hos
sectors that support dairy production. About 2,88these losses would be attributed to declining
purchases of inputs that support dairy cow opamnatiovhile 788 would be due to lower household
incomes.

Should the Texas dairy cow sector experience aefept labor loss, it is likely the
economic losses would be catastrophic for the selitectly and would have substantial negative
economic impacts on supporting sectors and indisstrihese losses would result in closure of the,
some of the state’s largest and most efficientemams economies of scale in milk production
decline. Some milk plants would reduce output mnght temporarily cease operations or close
permanently. It is also likely that feed manufaets, lending institutions, transportation servjces
and other input suppliers would face significardremmic adjustment. Further, shortages of milk
could result in some areas, leading to substantiedjher consumer prices.

For further information, please contact Parr RosBorector and Extension Economist, Center for
North American Studies, Department of AgricultUgglbonomics, Texas A&M University, College
Station, Texas. 979-845-3070 or prosson@tamu.Besearch support provided by Michelle
Tomlinson and Flynn J. Adcock, Center for North Aio@n Studies, Department of Agricultural
Economics, Texas A&M University.




