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5. Conclusion

The surging commodity prices in the last decade have raised concern about the 
linkage between energy prices and commodity prices. The dramatic increased use of 
corn to produce ethanol also contributed to tighter linkages between energy and 
agricultural commodity markets in recent years, especially after the origination and 
expansion of Renew-able Fuel Standard (RFS) in the Energy Policy Act of 2005 and 
Energy Independence and Security Act of 2007. On the supply side, some re-searchers 
are also concerned about a global slowing in agriculture pro-ductivity growth due to 
sluggish investment in public agricultural research funding around the world. While 
researchers have tried to tackle this issue by using individual crop prices and 
alternative models, it is not clear how much of the overall commodity price volatility can 
be attributed to global energy shocks or slowing agricultural productivity growth. To 
address this issue, this study uses a structural VAR model of real U.S. gasoline prices, 
agricultural total factor productivity, real GDP, real agricultural exports, and real 
agricultural commodity prices to assess the impacts of energy shocks on U.S. 
agricultural productivity growth and commodity price variations based on aggregate 
data that has not been done before. The data span the period 1948 to 2011. The SVAR 
model is estimated by imposing restrictions on the feedback among the 
contemporaneous structural shocks based on economic theory.
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