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PREFACE

The Commission instituted the present investigation on September 17,
1984, following the receipt of a letter of request therefor on August 16,
1984, from Senator Robert J. Dole, Chairman, U.S. Senate Committee on
Finance. The investigation was conducted under section 332(g) of the Tariff
Act of 1930 (19 U.SfC. 1332 (g)) for the purpose of gathering and presenting
information on world trade flows in major agricultural products. 1/
, Specifiéally, the Commission was asked to examine U.S. and world trade in
broad commodity areas (e.g., gfains, oilseeds, animal products, fruits, and
vegetables) to determine trade patterns, what shifts have taken place, and the
reasons for the trade patterns and shifts. The Commission was also asked, to
the extent possible, to report on commodity cycles, wage rates, exchange
rateg, transportation costs, trade barriers, government targeting practices,
and other pertinent factors of competition affecting overall agricultural
trade and the U.S§. position in world agricultural trade.

Public notice of the investigation was given by posting copies of the
notice at the Office of the éecretary, U.S. International Trade Commission,

Washington, D.C., and by publishing the notice in the Federal Register of

September 26, 1984 (49 F.R. 37862). 2/

The information presented in this report was obtained from submissions
received from interested parties, the Commission files, private individuals

and organizations, and Government sources.

1/ The request from the U.S. Senate Committee on Finance is reproduced in

app. A.
2/ A copy of the Commission's notice of investigation is reproduced in

app. B. :
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Executive Summary

Exports are now fundamental to the health of U.S. agriculture. 1In 1983,
exports were equivalent to one-fifth of total U.S. cash receipts from
farming. Exports were equivalent to 58 percent of farm marketings of wheat,
85 percent for rice, 40 percent for feed grains, 52 percent for soybeans, 34
percent for cotton, and 41 percent for tobacco. The value of U.S. exports of
agricultural products peaked in 1981 at $43.4 billion after more than a decade
of rapid growth and then declined to $36.1 billion in 1983. U.S. imports of
agricultural products peaked in 1982 at $17.4 billion; they amounted to
$15.4 billion in 1982 and $16.6 billion in 1983. The recent drop in U.S.
agricultural exports is attributed to the worldwide economic recession,
foreign debt problems in many developing countries, the strong U.S. dollar,
and government policies and programs of the major exporting and importing
nations. Other major factors affecting agricultural trade include the pricing
policies of the nonmarket economy countries, weather, production costs, and
transportation costs.

1. Major factors affecting agricultural trade.

o Reduced world economic growth.

Economic growth affects the supply of, and demand for, agricultural
products. World economic growth (output) began to expand in 1983 and 1984
following the worldwide recession in the early 1980's. Real output in the
developed countries increased by only 1.3 percent in 1980 and by 1.6 percent
in 1981, while output in 1982 actually declined. In 1984, output showed a
healthy gain of 3.6 percent in the developed countries, although the growth
level was still below prerecession levels. The developing countries faced a
similar reduction in growth rates. Output in the developing countries grew by
3.3 percent in 1980, 1.2 percent in 1981, and 0.1 percent in 1982. Output
recovered in 1983 and 1984 but remained below the 5.7 percent average annual
rate exhibited before the recession.

o External debt increases.

Debt-servicing responsibilities have affected certain countries*
imports of agricultural products. Throughout the early 1980's a large number
of developing countries experienced difficulties meeting their debt-servicing
obligations. In order to generate foreign exchange, indebted countries cut
back their imports. Since many of the more severely affected debtor countries
were also major purchasers of U.S. agricultural products, U.S. farm exports to
those countries were particularly affected. For example, from 1981 to 1982,
the 47 percent decline in the value of agricultural exports to the three most
heavily indebted countries (Mexico, Brazil, and Argentina) far exceeded the
15.5 percent decline in the value of total exports of U.S. agricultural
products. :



o The strong U.S. dollar.

The value of the dollar relative to foreign currencies affects the
competitiveness of U.S. agricultural products abroad. The recent appreciation
of the dollar in foreign exchange markets is an important cause of the decline
in U.S. agricultural exports. An examination of the effects of the
appreciation of the‘'dollar, on a real trade-weighted basis, indicatés that a
one percent appreciation of the dollar reduces the value of exports between
0.54 to 1.03 percent. Thus, for example, the 13.9 percent appreciation of the
dollar between 1981 and 1982 accounted for 46 to 88 percent of the actual
decline in U.S. agricultural exports during the same period.

o Impact of Nonmarket Economies.

The nonmarket economy countries (NME's) have been a source of
variability in world agricultural markets. The NME's have generally
established policies that maintain food prices at or near the previous year's
level. These policies have resulted in instability at times in the world
agricultural export markets because of the inability of the marketing system
to take into account the marketing conditions within the NME's.

Since 1979, the NME's have purchased fewer U.S. agricultural
products. U.S. agricultural exports to the NME's declined by over one-half
from 1979 to 1983 (from $5.8 billion to $2.8 billion), but then recovered in
1984 to $4.2 billion. The reversal of the declining trend in U.S. exports to
the NME's during 1979-83 came about in 1984 as the Soviet Union sharply
increased its purchases of U.S. grain. As a group, the NME's purchased 11
percent of the $38 billion of U.S. agricultural products exported in 1984,
representing a decline from their 17-percent market share in 1979. i

(o) Weather.

Weather is one of the principal short-term factors affecting
year-to-year shifts in crop yields, export supply, and import demand. 1In the
United States, for example, the variation of annual crop yields increased from
8 percent during 1964-68 to 13 percent during 1979-83 for corn, from 3 to 6
percent for wheat, and from 5 to 9 percent for soybeans.

o Production costs.

The cost of producing agricultural products affects the
competitiveness of these products in international markets. A direct
comparison of foreign and U.S. agricultural production costs is difficult and
not easily generalized. The cost of production of U.S. farm products has
risen sharply during the past several years, although prices received by
farmers for their products rose by only 4 percent from 1979 to 1984. The
prices paid by U.S. farmers for all production inputs rose by 33 percent from
1979 to 1984.



Alternative indicators of production costs show a consumer price rise
of 48 percent from fiscal year 1979/80 to 1983/84 for 27 foreign countries,
while U.S. consumer prices rose 20 percent in the same period. For
agricultural exports from all countries, nominal U.S. dollar prices on an
average increased during 1979-83 (compared with those of the previous 5-year
period), but deflated (relative to manufactured goods) or real prices of
agricultural goods fell. For specific individual commodities for which data
have been reported consistently, prices for U.S. and foreign competitive
commodities have moved in the same direction.

o Transportation costs.

Most international trade in agricultural commodities is dependent on
ocean freight. Freight costs are an important component of the landed cost of
commodities in foreign markets. Ocean freight rates for bulk grain shipments
increased from 1979 to 1980 and then generally declined through 1983
(reflecting the decline in international trade and the increase in the number
and capacity of bulk carriers). Rates in 1984 generally increased, but 1984
rates were still substantially below the rates in 1979 and 1980. A comparison
between bulk grain freight rates from U.S. and Argentine ports to the same
markets in 1984 indicated that the United States had a comparative advantage
in all instances.

U.S. cargo preference laws require that at least 50 percent of all
U.S. Government-owned or financed cargo shipped between U.S. and foreign ports
be carried on U.S.-flag ships. U.S.-flag vessels offering charter service
generally are higher cost than foreign-flag charter vessels. Public Law 480
cargo accounts for most of the cargo moved under cargo preference. The U.S.
Department of Agriculture must pay the difference between foreign-flag and
U.S.-flag costs if higher cost U.S.-flag ships are used to ship Public Law 480
goods just to comply with cargo preference laws. A recent court decision held
that cargo preference laws also apply to shipments under the blended credit
program. The payment for this difference in 1980 was $58 million, with
jndividual differences ranging up to $100 per ton. With a fixed ependiture
under government-assisted export programs, cargo preference results in a
lesser amount of product being exported than would be the case if cargo
preference did not exist.

0 Government programs.

World agricultural trade is strongly influenced by government
prograns, both U.S. and foreign, as virtually all governments attempt to
control and influence the production, distribution, and consumption of food.
This influence is exerted through a wide variety of mechanisms. Most
countries have programs designed to encourage agricultural production and
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support farm income. Most major producers and exporters offer some form of
minimum guaranteed prices for producers and utilize government assisted export
programs to encourage sales in world markets. Importing countries generally
regulate agricultural imports through levies, tariffs, quantitative
restrictions, and non-tariff barriers to protect their domestic industries and
domestic agricultural support programs, or to control currency flows.

Bilateral or multilateral agreements have played an increasing role
in world trade in particular agricultural commodities. For example, the
number of long-term grain agreements between major exporters, Argentina,
Australia, Canada, and the United States, and major importers, particularly
the USSR and China, have increased during the 1980's. About 90 percent of
Soviet grain imports come from countries with whom the Soviets have grain
agreements. These agreements have affected trade flows and have provided
incentives for increased production by some countries.

2. Trade patterns.

o The value of world agricultural trade peaked in 1980.

The value of world agricultural trade (exports), as reported by the
United Nations, peaked in 1980 following a 16 percent increase from the level
of trade in 1979. Trade decreased in each of next two years and was 2 percent
higher than the 1979 level. The developing countries suffered a 10-percent .
decline in the value of their exports during 1979-83. During the same period,
the developed countries experienced an increase of 4-percent in the value of
their exports. : :

"0 World trade in agricultural products hés shifted from low value
products toward high value products.

World trade in high-value farm products (HVP's) (high unit value or
processed products) was estimated to have accounted for nearly one-half of the
world trade in agricultural products in 1984, up substantially from its share
in the 1970's. The effect of increased affluence and changes in diet in
developing countries can be seen in the countries that account for the bulk of
the imported HVP's. 1In 1980, the European Community, the United States,
Japan, and Canada accounted for nearly two-thirds of the HVP imports.

However, their share was down from that in 1970, when the developed countries
accounted for 77 percent of the HVP imports.

Total agricultural exports by the United States and the seven other
largest agricultural suppliers increased during 1979-83. During 1979-82, the
U.S. share of agricultural exports by the group of eight suppliers declined
from 42 to 34 percent. Low value products (LVP's) accounted for nearly all of



the decline. The U.S. share of LVP exports by the group of eight suppliers
declined from 58 percent in 1979 to 55 percent in 1982. The United States
lost LVP market share to Canada and the EC-10 as they increased their share of
the world market for wheat and to Brazil, as Brazil increased its share of the
world market for soybeans.

During 1979-82, HVP's accounted for 52 to 54 percent of the eight
suppliers agricultural trade. The U.S. share of HVP's market was virtually
unchanged during 1979-82 at 26 percent.

o U.S. agricultural exports retained or increased their market share in

most world marketing regioms.

The United States was able to retain or increase its market share in
most of the 13 major world marketing regions during 1979-83. Notable
exceptions included trade with Eastern Europe, the U.S.S.R., and the EC. U.S.
exports ($4.8 billion) to Eastern Europe and the U.S.S.R. in 1979 accounted
for 48 percent of the agricultural exports to that region by the group of
eight suppliers. The U.S. share of the agricultural trade to this region
declined to 24 percent ($2.7 billion) in 1982 and continued to decline in 1983.

U.S. trade with the EC peaked in 1982 at $8.6 billion. The U.S.
accounted for 52 percent of the EC-10 imports from the major suppliers in that
year. However, U.S. trade with the EC-10 decreased dramatically in 1983, to
$7.6 billion. The U.S. share of the EC-10 imports from major suppliers
declined from 73 to 57 percent. All of the loss in market share was accounted
for by low value products.

3. Trade flows, by commodity group.
Grains.
o World grain production and trade have both increased since 1979.

World grain production increased 4 percent from 1979/80 to 1983/84,
although it fell slightly following a record year in 1982/83. Wheat and rice
led the increase with gains of 16 percent and 9 percent, respectively, which
continued their long-term upward trend. Coarse grain production rose from
1979780 to 1982/83 but fell precipitously in 1983/84 owing to drought and
acreage reduction programs in the United States.



World grain trade, which accounts for about half of international
trade in agricultural products, increased 7 percent from 1979/80 to 1983/84,
although trade the last 3 years was below the record set in 1980/81. Trade in
wheat accounted for all of the increase over the period, while trade in coarse
grains was lower in 1983/84 than in 1979/80 and trade in rice fell in 1983/84
to its 1979/80 level. The sluggish trade in grains since 1980/81 reflects
continued world debt problems, lower economic growth rates, and the effect of
the strong U.S. dollar, which has held down U.S. exports. Major exporters
utilize government assisted export programs to dispose of surplus stocks, and
maintain or increase world market shares. For example, the European Community
uses export restitutions to sell wheat in certain third country markets and
the United States has utilized blended credit programs to increase exports.

o U.S. grain production and trade peaked during the period but then
fell sharply.

U.S. grain production peaked in 1982/83 before falling more than 30
percent ir 1983/84. Drought conditions and acreage reduction programs were
responsible for this steep decline. U.S. grain exports peaked in 1980/81 and
fell the next 2 years owing to the economic conditions cited earlier as well
as increased production and exports by major competitors.

o The U.S. share of increasing world wheat trade has declined.

The United States is the leading wheat exporter in the world. 1In
1983, the United States exported 38.5 million metric tons of wheat with a
value of $6.2 billion. While global wheat exports increased about 16 percent
from 1979/80 to 1983/84, U.S. exports in 1983/84 were less than 5 percent
above the 1979/80 level. The share of the world market held by the United
States rose from 43 percent in 1979/80 to 48 percent in 1981/82 but then fell
to 28 percent in 1983/84. The decline in the U.S. share has been associated
with plentiful world supplies, rising trade shares by Argentina, Australia,
and Canada, and the emergence of the EC as a net exporter of wheat.

<

o U.S. coarse grain exports and share of world trade have declined.

U.S. coarse grain exports declined more than 20 percent and the U.S.
share of this market dropped from 73 percent to 62 percent from 1979/80 to
1983/84. Sluggish demand, increased exports by the major competitors, and the
strength of the U.S. dollar contributed to this decline.
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o World corn trade and U.S. corn exports have declined sharply.

The United States generally accounts for about three-fourths of world
corn exports. In 1983, U.S. corn exports totaled 47.6 million metric tonms,
valued at $6.5 billion. The sharp decline in world trade since 1981 has been
borne by the United States. The EC's continuing decline as a corn importer
and the sharp drop in U.S. exports to the USSR were largely responsible for
the decline.

o World rice production has continued its upward trend, but world rice
trade and U.S. exports have been stagnant.

Although rice is an important food staple and rice ranks third behind
wheat and corn in world grain production, world trade in rice is relatively
small, equivalent to less than 5 percent of production. World rice production
increased over the period and reached a record level in 1983/84, but world
rice trade did not increase. Thailand and the United States accounted for
over one-half of the world's exports. U.S. rice exports rose from $850
million in 1979 to $1.5 billion in 1981 but then fell the next 2 years to
$926 million in 1983.

Oilseeds and products
o World and U.S. production of oilseeds declined during 1979-83.

World production of oilseeds rose from 170 million metric tons in
1979/80 to a record 178 million metric tons in 1982/83, and then fell to 166
million metric tons in 1983/84. Soybeans, soybean meal, and soybean oil are
the dominant oilseed products produced and traded internationally, with the
United States as the leading producing and exporting country, followed by
Brazil and Argentina. World production of soybeans fell during the 5 years,
while production of rapeseed rose.

U.S. production of soybeans fell from 1979/80 to 1983/84. This
decline, coupled with minor increases in production by Argentina and China,
resulted in a decrease in the U.S. share of world production from 66 to S4
percent during these 5 years, while the respective share for U.S. soybean meal
production fell from 43 to 36 percent. Adverse weather, the domestic PIK
reduction program, and reduced U.S. exports played a role in the decline in
U.S. output.



o World production of oilseed meal and vegetable oils increased.

Oilseed meal production in the world rose during the 5 years by about
3 percent, with most of the increase coming from expanded output of rapeseed
meal and of sunflowerseed meal. World production of vegetable oils increased
by 12 percent during 1979/80 to 1983/84, owing chiefly to expanded rapeseed
oil and palm 0il output, which rose, respectively, by 52 and 30 percent during
the period.

0 Export markets are important outlets for world and U.S. oilseeds and
oilseed products.

During the 5 years 1979/80 to 1983/84, about one-fifth of the world
production of oilseeds was traded internationally as was about one-third of
the production of oilseed meals and of vegetable oils. The United States,
Brazil, Argentina, Malaysia, the Philippines, Canada, and the European
- Community (EC-10) dominate world exports of oilseeds and products. The
leading markets for oilseeds and oilseed meal include mainly the EC-10, Japan,
Eastern Europe, the Soviet Union, Spain, and Taiwan; leading vegetable oil
markets are India, Pakistan, the Soviet Union, and a host of other developing
countries.

Foreign markets have been important outlets for U.S. oilseeds,
oilseed meals, and vegetable oils with about 40 percent of U.S. output of
oilseeds, 25 percent of that of oilseed meals, and 25 percent of that of fats
and oils being sold in foreign markets during 1979/80 to 1983/84. The value
of U.S. exports of oilseeds and products increased from $9.7 billion in 1979
to a peak of $10.2 billion, in 1981 and thereafter declining to $9.3 billion,
in 1983. Oilseeds (chiefly soybeans) accounted for about two-thirds of these
U.S. exports, and oilseed meals and fats and oils each about one-sixth.

The decline in U.S. exports of soybeans and oilseed products has been
attributed by several studies to a number of economic factors with the
dominant ones cited being the effects of the real ‘appreciation of the dollar
on key U.S. foreign customers and competition from other exporting/producing
countries. Domestic industry groups have also complained of unfair trade
practices by foreign exporters or of unfair foreign import constraints. The
world's major oilseed producers, particularly Argentina, Brazil, and Malaysia,
utilize differential export taxes to encourage production and export of
value-added oilseed products over the primary product.

The EC-10 remained the leading U.S. market for oilseeds and products,
purchasing about 40 percent of the value of U.S. exports of oilseeds and
products during the 5 years, while Japan was second with a 13-percent share.
The EC has, however, curtailed its purchases of U.S. products, and growth in
U.S. oilseed and product exports occurred chiefly in six developing
countries: Mexico, Taiwan, South Korea, Indonesia, Malaysia, and Venezuela.



Meat

o International trade in meat is generally influenced by trade

restrictions (such as quotas, variable levies, tariffs), health and

sanitary measures, state trading, and government assisted export
sales. :

For a number of years the EC, certain Non-Market Economies (NME's),
Brazil, Australia, and New Zealand have accounted for about 70 percent of
world exports of meat. The United States, the Soviet Union, the EC, and Japan
have been the major importers of meat, taking about 75 percent of the total.

U.S. exports of meat historically have been small, equivalent to
about 2 percent of production in recent years. Exports increased from $1.0
billion in 1979 to $1.3 billion in 1981 and then declined to $1.1 billion in
1983. However, the United States has been among the world's largest exporters
of poultry meat and eggs. During 1979-83, U.S. exports of poultry meat
averaged about $300 million annually, and were exceeded only by exports from
the EC. The European Community's cotinued usage of export restitutions, and
more recently those of Brazil, have eroded U.S. shares of the world poultry
market. The EC and Brazil offer éxport restitutions to dispose of surplus
domestic production on world markets.

, U.S. exports of eggs increased from $51 million in 1979 to $110
million in 1981 before declining sharply to $37 million in 1983 because of
decreased domestic production and competition in Middle East markets. During
1979-83, the United States had a 23 percent share of the world market for eggs.

Although U.S. imports of meat, which consist largely of fresh,
chilled, or frozen beef from Australia and New Zealand and pork from the EC,
and the NME's, and increasingly fresh, chilled, or frozen pork from Canada,
have been larger than exports, imports have been equivalent to only about 5
percent of consumption in recent years. During 1979-83, imports declined
irregularly from $2.5 billion to $2.0 billion. U.S. imports of certain meats, -
mainly fresh, chilled, or frozen beef and veal are subject to quotas under the
Meat Import Act of 1980 and to voluntary restraint agreements negotiated under
the Agricultural Act of 1956.

Dairy products

o International trade in dairy products is influenced by governments

through direct controls such as quotas, import prohibitions, and
health and sanitary measures and by interference with market prices
such _as government assisted export sales, minimum price.levels, and
import tariffs.



For many years the EC and New Zealand have been the world's leading
exporters of dairy products. The world's leading importers of dairy products
have been the U.S.S.R., the EC, the United States, Japan, Mexico, and South
America.

The EC's share of world exports of butter and cheese declined from 60
percent of the total in 1980 to 40 percent in 1983. During 1980, the EC
suspended export refunds to certain Eastern European countries, the U.S.S.R.,
and Mongolia. However, the EC export refunds were reintroduced in 1984, and
EC exports increased.

U.S. exports of dairy products historically have been small ($363
million in 1983) although shipments (mostly donations or cost assisted sales)
of nonfat dry milk have been noteable. Although U.S. imports of dairy
products (mostly cheese and casein) were valued higher than exports during
1979-84 ($606 million in 1983), the value of imports has been equivalent to
" only 1 percent or 2 percent of the value of production. U.S. imports are
subject to quotas under section 22 of the Agricultural Adjustment Act.

Fruit, vepetables, and nuts

0 World production and trade of fruit, vegetable, and nuts have shifted.

In recent years, the overall world situation for fruit, vegetables,
and nuts has changed from a pattern where a small number of developed nations
dominated world production and exports of such goods to a pattern where the
vast majority of countries, especially smaller, lesser-developed nations, are
no longer importing most of their products and are actively promoting
jncreased domestic production and export potential. Historic, large-volume
suppliers, such as the United States, Spain, and certain EC member countries,
are facing increasing competition from numerous European and South American
countries.

Since 1979, estimated world exports of fruit, vegetables, and nuts
have trended upward, with Spain and the EC, two of the three major historical
suppliers, showing declines in exports while shipments from the United States,
the other major supplier, increased significantly. Exports from a number of
other countries, including Thailand, Turkey, Brazil, the Philippines, Israel,
and Argentina, rose during this period.

o U.S. exports of fruits, vegetables, and nuts peaked in 1981 while
imports rose steadily during 1979-83.




Overall, U.S. exports of fruit, vegetables, and nuts increased from
$2 1 billion in 1979 to a peak of $3.3 billion in 1981 before declining to
$2.5 billion,.in 1983. Shipments of fruit accounted for two-thirds of the rise
and exports of vegetables most of the remainder. The decline in exports since
1981 is due, in part, to real appreciation of the dollar against foreign
currencies, coupled wlth tighter monetary policies and a depressed world
economy .

U.S. exports of fruit, vegetables, and nuts consisted principally of
fresh fruit and vegetables to Canada, as well as fresh and processed fruit and
vegetables to Japan. U.S. imports of fruit and vegetables, including fresh
fruit and vegetables from Central and South America, prepared or preserved
fruit from Spain and the Philippines, and the bulk of the fruit juice from
Brazil, rose steadily from 1979 to 1983, with a continued steady increase
anticipated through 1984.

Sugar

o World production and prices for sugar are cyclical with shortages and
high prices for 1 or 2 years followed by several years of surpluses
and low prices. The latest price peak was in 1980-81.

World sugar production increased from 84 million tons in 1979 to 101
million tons in 1982, before declining to 95 million tons in 1983. During the
same period, consumption increased slowly and regularly from 90 m1111on to 96
m11110n tons.

World trade in sugar averaged 28 million tons annually during
1979-83; however, trade is shifting from raw sugar to refined sugar. During
1979-83, trade in refined sugar increased 50 percent in volume terms to
account for about a third of total sugar trade.

o The U.S. market for sugar is insulated from the world market by a
system of price-supports for domestic sugar and import quotas.

Domestic production of sugar remained stable during 1979-83 while
imports peaked in 1981 at 4.6 million metric tons, valued at $2.1 billion,
before dropping to 2.4 million metric tons, valued at $800 million, in 1982
following the imposition of import quotas.

Consumption of sugar in the United States declined 20 percent from
1977 to 1983 as high fructose corn sirup (HFCS) captured an increasing share
(25 percent) of the U.S. sweetener market. HFCS production has been
encouraged by the U.S. price-support program for sugar and the quota system to
protect it from imports.



The United States is not usually a significant exporter of sugar.
However, the U.S. system of drawback (refund) of import duties and the
exemption (implemented in mid-1983) from import quotas for sugar to be
reexported resulted in U.S. exports of 190,000 metric tons of sugar in 1983.



INTRODUCTION

Exports have become increasingly important to U.S. agriculture in the last
two decades. In 1983, exports of agricultural products were equivalent to
20.8 percent of total U.S. cash receipts from farming compared with 10.6
percent during 1966-70. 1/ For certain individual commodity groups, exports
are even more important. 1In 1983, exports were equivalent to 58 percent of
farm marketings of wheat, 85 percent for rice, 40 percent for feed grains, 52
percent for soybeans, 34 -percent for cotton, and 41 percent for tobacco (table
1). U.S. exports of agricultural products peaked in 1981 at $43.4 billion
after a lengthy period of rapid growth (tables 2 and 3). The reduced exports
of agricultural products since 1981 coincide with record U.S. trade deficits
(table 4).

The decline in U.S. exports of agricultural products has been variously
attributed to a variety of reasons, including, among others, the worldwide
economic recession, the strong U.S. dollar, foreign debt problems in many
developing countries, and subsidized competitor exports. It is in this
setting and in anticipation of a comprehensive farm bill (current U.S.
agricultural legislation expires after the 1985 crop) that the U.S. Senate
Committee on Finance requested the U.S. International Trade Commission to

Table 1.--U.S. agricultural exports: Share of total cash receipts from
: farm marketings, by commodities, 1966-83 1/

(In percent)

Period * Total :lee-:Wheat * Rice Fee? : Soy- * Cotton * Tobacco
: :stock: : : grains 2/: beans 3/ : :

1966-70--: 10.6 : 2.3 : 45.3 : 54.5 : 20.2 : 39.9 : 24.3 : 32.4
1971-75--: 12.8 : 2.9 : 49.5 : 54.0 : 26.8 : - 44,5 : 30.6 : 33.2
1976-80--: 21.0 : 4.3 : 55.6 : 61.3 : 41.0 : 48.1 : 39.3 : 38.6
1980————— i 23.5 : 4.5 : 56.7 : 68.6 : 46.8 : 49.2 : 51.2 : 39.9
1981-—-—-: 24.3 : 4.9 : 66.2 : 70.7 : 49.1 : 53.8 : 39.7 : 35.9
1982-~--- : 20.5 : 4.5 : 55.5 : 52.6 : 31.7 : 51.3 : 31.6 : 37.0
1983 ———-- : 20.8 : 4.4 : 39.8 : 52.4 : 33.9 : 41.3

: 58.2 : 84.8

1/ Value of U.S. agricultural exports f.o.b. adjusted 20 percent for
transportation charges; Includes Government (Commodity Credit Corporation)
payments. '

2/ Includes hay and fodder.

3/ Exports include soybeans and soybean products.

Source: U.S. Department of Agriculture.

1/- U.S. Department of Agriculture, International Economics Division,
Economic Research Service, Impacts of Policy on U.S. Agricultural Trade, ERS
Staff Report No. AGES840802, December 1984, p. 2.
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Table 2.--U.S. agricultural exports, by commodities, 1979-84

Ttem 1979 1980 1981 P 1982 1983 © 1984

-

Value (billion dollars)

Grains and preparations———----——-: 14.4 : 18.0 : 19.4 : 15.6 : 16.2 : 17.1
Wheat : 5.3 : 6.4 : 7.8 : 6.7 : 6.2 : 6.4
Wheat flour—- - -3 .2 .2 .2 .2 2 .3 .2
Feed grains——---- : 7.7 : 9.8 : 9.4 : 6.4 : 7.2 : 8.2
Rice-——- —— .9 : 1.3 : 1.5: 1.0 : .9 .8

Oilseeds and products—---——=-=—-- : 8.9 : 9.4 : 9.6 : 9.1 : 8.7 : 8.3
Soybeans - : 5.7 : 5.9 : 6.2 : 6.2 : 5.9 : 5.4
Soybean cake and meal--——---——- : 1.4 : 1.7 : 1.6 : 1.4 : 1.5 : 1.0
Soybean 0il-—-- : .8 : 7 : .5 .5 .4 .7

Animals and products———————-—a--: 3.8 : 3.8: 4.2: 3.9 : 3.8 : 4.3
Hides and skins—--———————ce—--: 1.3 : 1.0 : 1.0 1.0 : 1.0 : 1.4
Red meats, including offals—--: .9 : .9 : 1.0: 1.0 : .9 : .9
Animal fats—- -: .7 .8 : .8 : .7 .6 : .7
Poultry products—--——————————-- : .4 .6 .8 : .5 : .4 : .4
-Dairy products—————mmmmm e : .1 .2 3: 0 .3 A .4

Fruits, vegetables, and nuts----: 2.5 : 3.3 : 3.6 : 2.9 : 2.6 : 2.6

Cotton, including linters-—-----: 2.2 : 2.9 : 2.3: 2.0 : 1.8 : 2.5

Tobacco- — : 1.2 : 1.3 : 1.5 : 1.5 : 1.5 : 1.5

Feeds and fodders---——-———-——ew-=: .8 : 1.1 : 1.0 1.0 : 1.2 1.1

All other —_—— .9 : 1.4 : 1.7 .6 .3 .4

Total--—--- -— ~:_34.7 : 41.2 : 43.3 : 36.6 : 36.1 : 37.8
: Quantity (million metric toms) 1/

Wheat——--- - -: 33.4 : 35.7 : 43.9 : 40.8 38.4 ¢ 42.2

Wheat flour - : 1.0 : .8 : .9 : .8 1.7 : .9

Feed grains—- ----: 65.8 : 72.6 : 64.9 : S56.2 : 54.3 : 58.1

Rice - - -3 2.3 : 3.1 3.2 : 2.6 : 2.4 : 2.2

Feeds and fodders-————-————-c———- : 4.9 : 6.4 : 5.9 : 6.1 : 7.3 : 6.8

Soybeans----————————cemeeee e 20,9 21.8 : 21.8 : 25.5 : 22.7 : 19.5

Soybean cake and meal------—-u-- : 5.1 : 7.1 6.3 : 6.2 : 6.5 : 4.5

Other oilcake and meal------——--: .4 4 .4 : 2 : 2 : .2

Soybean 0il-————-———mm et 1.1 : 1.1 : .8 : .9 : 8 : 1.0

.Other vegetable oils-—-———~—cun- H .5 : .7 .8 : .7 .7 .6

Sunf lowerseed——-—--—————c—eenv- : 1.3 : 1.5 : 1.7 : 1.5 : .8 : 1.5

Cotton, including linters----—---: 1.6 : 1.9 : 1.3 : 1.4 : 1.3 : 1.5

Tobacco————-——- -3 .3 .3 : .3 .3 2 : .2

Fruits, vegetables, and nuts----: : 4.1 : 4.4 : 4.0 : 3.7 : 3.4

Beef, pork, and variety meats—--: .4 ¢ .4 : .4 .4 : .4 .4

Poultry meat-— - .20 .3 .4 : .3 .2 .2

Animal fats--—- —— -3 1.3 : 1.6 : 1.6 : 1.5 : 1.4 : 1.3

All other- --==-:__ 5.8 : 3.1 : 3.4 : 2.8 : 1.1 : 2.4

Total— - e - : 147.3 : 162.9 :162.4 : 152.2 : 144.1 : 146.9

-
o ° -

1/ Excludes animal numbers and some commodities reported in cases, pieces,
dozens, liquid measures, and so forth. )

Source: Compiled from official statistics of the U.S. Department of
Agriculture.



Table 3.--U.S. exports of agricultural products, by major
markets, 1980-84

(In millions of dollars)

Markets ) : 1980 : 1981 X 1982 : 1983 : 1984
Japan—----- : 6,111 : 6,562 : 5,547 : 6,241 : 6,756
European Community-—-----——-: 9,236 : 9,059 : 8,273 : 7,300 : 6,450
U.S.S.R : 1,047 : 1,665 : 1,850 : 1,457 : 2,817
Mexico—- : 2,468 : 2,432 : 1,156 : 1,942 : 2,015
Canada v —— - 1,852 : 1,989 : 1,805 : 1,830 : 1,929
Republic of Korea—---—--——-- : 1,797 : 2,008 : 1,581 : 1,840 : 1,650
Taiwan—— : 1,095 : 1,145 : 1,155 : 1,308 : 1,455
Spain- : 1,129 : 1,267 : 1,458 : 1,138 : 1,014
Egypt——-- 3 770 : 97 : . 800 : 943 : 877
Venezuela - : 701 : 893 : 671 : 665 : 775
All other : 15,027 : 15,350 : 12,327 -: 11,442 : 12,074

Total-

41,233 : 43,337 -: 36,623 : 36,106 : 37,812

- . -
-

Source: Compiled from official statistics of the U.S. Department of Commerce.

Table 4.--Agricultural and nonagricultural products: U.S. exports, imports,
and trade balances, 1979-84

_(In billion of dollars)

Agricultural f Nonagricultural f Total 1/

o -

- -
. .

e ee o0 oo oo Joo oo

U.S. exports : :
1979---. 34.7 : 143.8 : 178.6 -
1980 41.2 : 175.4 : 216.6
1981--——- : 43.3 : ' 185.6 : 229.0
1982——- : 36.6 : 170.5 : 207.2
1983 —_ 3 36.1 : 159.9 : 196.0
1984-- : 37.8 : 174.2 : 212.1

U.S. imports: : : :

1979-- : 16.7 : 189.1 : 205.9
1980--—- : 17.4 : 226.6 : 244.0
1981-—- : 16.8 : 242.2 : 259.0
1982--——————- : 15.4 : 227.0 : 242.3
1983- -3 , 16.6 : 240.1 : 256.7
1984—-— - _——— 19.3 : 303.7 : 323.0
Trade balance: : : :
1979-- : 18.0 : _ -45.3 : -27.3
1980 —-emmm ————————————— e 3 23.9 : -51.3 : -27.4
1981-- — - 26.6 : -56.6 : -30.1
1982-- ———————————————— : . 21.2 : -56.4 : -35.2
1983 —————— : 19.5 : -80.2 : -60.7
1984— - - : 18.5 : -129.4 : -110.9

1/ Because of rounding, figures may not add to totals shown.

Source: Compiled from official statistics of the U.S. Department of
Agriculture.



conduct a study on world trade flows in major agricultural products to
determine trade patterns, what shifts have taken place, and the reasomns for
the trade patterns and shifts. The Committee requested that the Commission's
report include information with respect to those factors affecting overall
agricultural trade as well as the position of the United States in world
agricultural trade. The Committee further requested that the study focus on
factors of competition and that it should examine the impact of shifts in
world agricultural trade on U.S. trade in broad commodity groups.

The scope of the requested study is extremely wide. The broad product
groupings specified in the request from the Senate Finance Committee were
utilized, and no attempt was made to study trade flows in individual
commodities. U.S. Department of Agriculture definitions were used for the
groupings. For world trade, data used were from the United Natioms, unless
otherwise indicated. In addition, as cited throughout the report, the
Commission staff utilized information from the plethora of Government and
private studies on related issues. ’

MAJOR FACTORS AFFECTING AGRICULTURAL TRADE
. World Economic Growth

During the early 1980's, global economic growth slowed dramatically from
that of the 1970's. The slowdown in global growth was a result of the
economic policies, particularly monetary policies, instituted by the developed
countries to control inflation after the second round of oil price increases
in 1979. These policies slowed economic activity in the developed countries,
reducing the demand for imported products from developing countries. The
developing countries, in turm, imported fewer goods from other countries.

In contrast, many of the develcped and developing countries had followed
expansionary monetary policies after the first round of oil price increases in
1974 to accomodate the higher oil prices. These expansionary policies are
believed to have been a major contributor to the high inflation rates in most
countries in the late 1970's. These policies were also a major facto<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>