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Drought and the Economy 
 

Food Prices: Food prices are projected to rise by 3 to 

4% in the next year, which is slightly above the 

average 2.8% annual inflation. Beef prices could 

increase as much as 5%. 
 

Agriculture: Hay prices have as much as tripled in 

drought-stricken regions, adding pressure for ranchers 

across the West to sell cattle months before they 

would normally go to market.  
 

Tourism: In addition to impacts to areas ravaged by 

drought-intensified wildfire, low stream levels due to 

drought can impact the recreation sector in western 

states. Rafting tours have been less popular this year 

in Colorado, and Montana has enacted fishing 

closures on some rivers and lakes. 

 

Economic Confidence: A poll of Midwestern bankers 

in July suggested that drought is leading to weak 

confidence in rural economies. Agriculturally-based 

industries can suffer, too, as Bloomberg News 

suggested in a report showing a 6.3% drop in John 

Deere’s stock over 11 days. 

Figures 1-2 
Figure 1 (top right), the US Drought Monitor shows some lack of 
precipitation in all of the western states, ranging from “abnormally dry” 
conditions to “exceptional drought.”  Figure 2 (bottom left), under a new 
expedited drought declaration rule, more than 1300 US counties have 
been recognized by the USDA as being in drought. 
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Nearly all of the 19 WGA member 

states are currently affected by 

dryness or drought to some extent 

(Figure 1).  In fact, over 75% of the 

contiguous United States is 

suffering from some degree of 

abnormally dry or drought 

conditions, with half of that being 

categorized as severe, extreme, or 

exceptional drought.   The largest 

swath of extreme drought is 

centered over the Rocky Mountains 

and the Great Plains.     

     Drought is an expensive 

phenomenon: both the Southern 

Plains drought of 2011 and the 

widespread drought of 2002 cost 

more than $12 billion in today’s 

dollars. 

 

 

http://economywatch.nbcnews.com/_news/2012/07/25/12953075-usda-says-drought-will-push-up-food-prices-in-2013?lite
http://economywatch.nbcnews.com/_news/2012/07/25/12953075-usda-says-drought-will-push-up-food-prices-in-2013?lite
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http://www.nytimes.com/2012/07/16/us/heat-forces-ranchers-to-sell-herds-to-cut-losses.html?_r=1
http://www.marketplace.org/topics/business/drought-conditions-hit-rocky-mountain-tourism
http://fwp.mt.gov/news/drought/waterClosure.html
http://fwp.mt.gov/news/drought/waterClosure.html
http://www.businessweek.com/ap/2012-07-19/bankers-survey-suggests-drought-hurting-economy
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http://www.bloomberg.com/news/2012-07-16/worst-in-generation-drought-dims-u-s-farm-economy-hopes.html
http://www.ncdc.noaa.gov/billions/
http://www.ncdc.noaa.gov/billions/
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Drought Forecast for July-
September 2012  

 

Much of the West will likely experience 

persistent or intensified drought 

throughout the summer of 2012. Normal or 

higher-than-average monsoon rainfall in 

the Southwest should result in drought 

improvement for some parts of the region. 

Figures 3-5 
From top to bottom: Figure 3, Precipitation 
records for the month of June dating back 118 
years. Figure 4, Temperature records for the 
month of June dating back 118 years. Figures 
obtained from NOAA’s State of the Climate for 
June 2012. Figure 5 (bottom), The US Seasonal 
Drought Outlook for July 19-October 31.  

 

Drought and Natural Resources 
 

Fire Risk:  Wildfires were remarkably devastating in the West 

this season; although the national acreage subject to fire is in 

line with the 10-year average, several wildfires this year 

occurred in populated areas with valuable property. Insurance 

estimates for the Waldo Canyon fire stand at $352.6 million, 

more than 1.5 times the second-most expensive wildfire in 

Colorado history. Wildfire conditions were exacerbated by 

lack of precipitation (Figure 3), high temperatures (Figure 4), 

and low soil moisture.  
 

Water Supply:  Western reservoirs are in fair shape due to 

2011’s wet conditions, but in some regions reservoir storage 

has dropped considerably. For instance, in Arizona, storage in 

the Verde and Salt river basin systems are at 59% of capacity, 

or 20% less than last year. The Southern Nevada Water 

Authority said the western slope of the Rocky Mountains 

would need at least seven years of normal snowfall to bring 

southern Nevada out of its 12-year drought. 
 

Wildlife:  Droughts adversely impact aquatic species: low 

water levels can increase water temperature and decrease 

oxygen levels, stressing fish and their food sources instream. 

Drought-exacerbated wildfires threaten terrestrial species: 

habitat for the sage-grouse, a chicken-like bird which lives in 

open sage land, has been subject to widespread fires in Oregon 

and Nevada. 

 

 

 

http://www.ncdc.noaa.gov/sotc/drought/
http://www.ncdc.noaa.gov/sotc/drought/
http://www.cpc.ncep.noaa.gov/products/expert_assessment/seasonal_drought.html
http://www.cpc.ncep.noaa.gov/products/expert_assessment/seasonal_drought.html
http://www.nifc.gov/fireInfo/nfn.htm
http://www.nifc.gov/fireInfo/nfn.htm
http://kdvr.com/2012/07/17/damage-from-waldo-canyon-high-park-fires-estimated-at-450-million/
http://www.climas.arizona.edu/files/climas/pdfs/periodicals/SWClimateOutlook_jul12.pdf
http://www.climas.arizona.edu/files/climas/pdfs/periodicals/SWClimateOutlook_jul12.pdf
http://www.lasvegassun.com/news/2012/jul/14/nv-lake-mead-drought/
http://www.lasvegassun.com/news/2012/jul/14/nv-lake-mead-drought/
http://www.nbc11news.com/localnews/headlines/Heat_drought_taking_a_toll_on_fish_162308646.html
http://www.nbc11news.com/localnews/headlines/Heat_drought_taking_a_toll_on_fish_162308646.html
http://earthfix.opb.org/land/article/oregons-rangeland-fires-leaves-wake-of-damage-for-/
http://www.rgj.com/article/20120706/NEWS/307030055?source=nletter-top5&gcheck=1&nclick_check=1
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Figure 6 
The Palmer Drought Severity Index uses multiple factors to assess 
long-term drought conditions, including precipitation, temperature, 
and soil moisture. 

 

Governor Leadership 

Governors from across the United States are taking action to 

respond to drought.  

 Drought Disaster Designations:  Governors of 13 WGA 

states have worked with USDA to designate drought 

disaster areas in portions of their state.   Drought 

designations raise awareness and allow states to tap into 

federal funds for drought response.  

 Visits to Affected Communities: Governors are touring 

drought-stricken areas to assess impacts and ensure 

relief is delivered.  For example, Kansas Governor Sam 

Brownback is leading a multi-week tour of drought-

impacted areas across Kansas. 

 Drought Planning and Task Forces:  All Western states 

have programs or plans to deal with drought. In many 

states, Governors have established task forces to 

mobilize state agencies and partners to address drought 

impacts. For example, see Governor Martinez’s New 

Mexico drought task force.  
 

Federal Programs 

Federal agencies are mobilizing to assist communities directly 

affected by drought. 

 Agriculture: Assistance to farmers and ranchers has 

been expedited under the USDA’s new drought 

designation rule. USDA programs, including crop 

insurance and assistance for livestock losses, are 

available at usda.gov/drought.  

 Water Supply:  Under the Reclamation States 

Emergency Drought Relief Act, the US Bureau of 

Reclamation can establish temporary contracts to make 

project water available for drought response and can 

support conservation, planning and construction 

activities for drought relief.  The USDA Rural 

Development program also provides emergency grants 

for communities suffering impacts to water quality and 

supply. 

 Natural Resources: The USDA offers programs to 

protect or enhance natural resources and watersheds, 

including the Environmental Quality Incentives Program 

(EQIP) and the Emergency Watershed Protection (EWP) 

program. 
 

A catalog of federal drought response programs is available 

at drought.gov.   

 

Drought Monitoring and Forecasting 

The National Integrated Drought Information System 

(NIDIS) offers up-to-date maps and data on drought 

conditions on the drought.gov website.  

   Additionally, state climatologists lead monitoring groups 

across the West, including efforts in Colorado, New Mexico 

and Texas.  These groups provide local, state, and regional 

information to the U.S. Drought Monitor. 
 

National Drought Policies  

 NIDIS: Western Governors were instrumental in passage 

of NIDIS in 2006, which is currently being considered for 

reauthorization. WGA can advance Governors’ priorities 

for information or forecasting needs through the 

reauthorization of NIDIS.  

 Comprehensive Drought Policy: The Western Governors’ 

Association has long supported drought preparedness 

and regional and federal coordination in the delivery of 

drought response programs. Advance coordination and 

preparedness can reduce the significant costs of ad hoc 

drought relief funding.  

 
 
 
 

 

For more information, please contact: 
Tom Iseman, Program Director for Water and Climate Risk, 

WGA 
Tony Willardson, Executive Director,  

Western States Water Council 
Roger Pulwarty, Director of NIDIS, NOAA 
Michael J. Hayes, Ph.D., Director and Professor, National 

Drought Mitigation Center, University of Nebraska 

Taking Action on Drought 

http://www.kansascity.com/2012/07/18/3710891/brownback-continues-kansas-drought.html
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http://www.usda.gov/drought
http://www.usbr.gov/drought/
http://www.usbr.gov/drought/
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http://www.nrcs.usda.gov/wps/portal/nrcs/main/national/programs/financial
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