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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



Xiv

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.



xvii

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 factor behind
the economic growth in the developed and developing countries during the
1970's, which increased international trade in agricultural products.

During 1967-79, economic growth (real output) by the developed countries
jncreased at an annual rate of 3.7 percent. However, growth during 1980-82
was severely curtailed. Real output in 1980 increased by only 1.3 percent,
and that in 1981, by 1.6 percent, but output in 1982 actually declined from
the level of a year earlier. Output in the developed countries increased in
1983 as they pulled eut of the recession, lead by the United States and
Canada, and in 1984, output showed a healthy gain of 3.6 percent, although
this was still below the rate enjoyed before the recession.



The developing countries faced even greater setbacks in real output
during 1980-82. Real output fell from an average annual increase of 5.7
percent in 1967-79 to an increase of 3.3 percent in 1980, 1.2 percent in 1981,
and 0.1 percent in 1982. The growth in real output in the developing
countries was affected by reduced import demand by the developed countries,
lower commodity prices, and accumulating debt and repayment problems. Growth

in these countries resumed in 1983 and 1984 but at a slower pace than that
experienced during the period 1967-79.

The debt and repayment problems of the developing countries affected
demand in those countries for imports and, in particular, agricultural imports
from the United States and other countries during the early 1980°'s. 1In 1984,
the developing countries owed over $800 billion, with about 12 percent of the
total being short-term debt. 1/ The majority of the debt ($710.9 billion in
1984) was accumulated by the non-oil developing countries (table 5). 1In 1979,
all developing countries had outstanding external debt of approximately
$472 billion. The non-oil developing countries accounted for $334 billion of
the total in 1979.

‘Table 5.--External debt outstanding, of developing countries, 1979-84

(In billions of U.S. dollars)

Item * 1979 0 1980 . 1981 . 1982 . 1983 | 1984
All developing : ' : s : : : i
countries—----: 472.0 : 559.9 : 646.5 : 724.8 : 767.6 : 812.4
Short-term——---- : 75.8 : 106.5 : 128.1 : 148.2 @ 126.2 : 97.6
Long term------—- : 396.3 : 453.4 : 518.4 : 576.6 : 641.4 : 714.8
Non-oil developing: : : : : :
countries—---—- : 395.3 : 475.2 : 559.6 : 633.3 : 668.6 : 710.9
Short-term——---- : 59.1 : 84.5 : 103.8 : 125.1 : 102.2 : 88.2
Long term———---- : 336.2 : 390.8 : 455.8 : 508.2 : 566.4 : 622.8

- . .

.
-

Source: International Monetary Funds, World Economic Outlook 1984.

The outstanding external debt of the developing countries is also
concentrated by geographic location (table 6). Debt in the Western Hemisphere
countries has been increasing faster than that in other geographic regions.
Western Hemisphere countries accounted for 45 percent of the total, and Asian
countries accounted for over 20 percent, in 1984. From 1979 to 1984, debt in
the non-oil developing Western Hemisphere countries increased by 97 percent,
and that for all other non-oil developing countries increased by 70 percent.
The Western Hemisphere countries traditionally have been a major market for
agricultural products.

1/ International Monetary Fund, World Economic Outlook, 1984.



Table 6.--External debt outstanding, of non-oil developing countries, by
selected areas, 1979-84

(In billions of U.S. dollars)

. .
. .

Areas : 1979 1980 1981 : 1982 : 1983 : 1984
Africa 1/—————-——~ : 45.3 : 50.9 : 55.5 62.5 : 66.3 : 70.7
Asia—-——————=—=—-— : 92.8 : 1l1l4.6 : 131.2 : 152.6 : 165.0 : 179.3
Europe-—-————====— : 55.0 : 67.2 : 71.1 72.3 : 74.8 76.6
Middle East-——---—— : 32.0 : 36.3 : 40.6 : 45.6 : 50.7 : 56.2
Western o3 :. : : : :
Hemisphere———--- : 157.8 : 192.6 : 246.0 : 283.1 : 294.4 : 310.5

.

1/ Excluding the Republic of South Africa.

Source: International Monetary Fund, World Economic Outlook 1984.

Among the developing countries that have large, external debt and those
that are major markets for U.S. agricultural exports are Brazil, Mexico,
Chile, Nigeria, and India. Major competitiors of the United States in the
world agricultural export markets are Brazil and Argentina, and major
suppliers of U.S. agricultural imports are Brazil and Mexico.

The increase in real output in the United States and Canada in 1983 and
1984 is expected to contribute to the recovery of other developed countries in
1985. Increased demand by the developed countries for imports will be a major
factor in the economic growth of the developing countries in the post-
recessionary period and will aid reducing the debt and repayment problems of

the developing countries.

External Debt

The accumulating debt and repayment problems that beset a large number of
developing countries at the start of the 1980's contributed to a reduction in
the demand for U.S. agricultural exports. At the same time that many indebted
countries were beginning to experience difficulties meeting their debt-
servicing obligations, the world recession of 1980-82 brought about a decline
in their export earnings and produced high real jnterest rates. In order to
generate foreign exchange in a short period of time, jindebted countries were
forced to sharply curtail 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.



The debt crisis was the result of a number of factors. 1/ Principal
among these was the shift in the composition of external financing to
middle-income developing countries during the decade of the 1970's. Lending
to developing countries by private banks, which was virtually nonexistent
prior to the 1970's, grew rapidly. As a result of an increase in lending from
$4 billion in 1970 to $36 billion in 1980, the total outstanding debt to
private creditors (which stood at $32 billion in 1970) rose to $284 billion in
1980. .

This change in external financing increased the debt-servicing burden of
middle-income developing countries for three reasons. First, the majority of
this new debt was obtained at variable interest rates, usually set a few
percentage points above the London Interbank Rate (LIBOR). Borrowing countries
were not only paying higher interest rates--rates in excess of those provided
on a concessional basis--but their debt-servicing obligations were also more
sensitive to changes in nominal rates of interest. For instance, the World
Bank calculated that at the end of 1979, every 1 percentage point increase in
the LIBOR rate added extra yearly interest charges totaling 1 percent of the
outstanding variable interest debt.

-Second, the increase in commercial borrowing changed the average maturity
of medium- and long-term debt from 20 years in 1970 to 12.7 years in 1980,
because the maturity of private loans is usually 9 years, compared to 24 years
for loans from official sources. Both effects (higher interest rates and
shorter maturities) meant that even though total borrowing increased markedly
during the 1970's, fewer funds were actually available to the countries after
payments for amortization and interest. By 1980, only 22 percent of borrowed
funds were available for purchasing imports and adding to reserves after
amortization and interest payments.

Third, virtually all of this commercial debt was concentrated among a few
middle-income countries. According to World Bank estimates, eight countries
(Mexico, Brazil, Argentina, Venezuela, Algeria, Spain, Yugoslavia, and the
Republic of Korea) accounted for 60 percent of the total debt outstanding in
1979. .

When the economic environment changed during the late 1970's, the stage
had been set for a liquidity crisis. First came the oil price shock of
1979-80 and the industrialized countries' response to it. Fearful of
generating another round of inflation (as they had done after the first oil
price increase), industrialized countries followed less accomodating monetary
policies. The immediate effects were worldwide recession, inflation, and
high, positive real interest rates. Lower growth rates in the industrialized
countries reduced the demand for debtor country exports and lowered their
export prices.

1/ Useful discussions of the origins of the debt problem can be found in
World Bank, World Development Report 1981, pp. 49-63, and World Bank, World
Development Report 1984, pp. 11-33.




Export prices for food rose by 7.8 percent annually from 1973 to 1980,
according to the World Bank. But in 1981, they fell by 16.1 percent, and in
1982, they fell by an additional 14.1 percent. 1In contrast to the effect of
the ensuing inflation after the first oil price shock, with variable interest
rates, borrowers were unable to benefit from an erosion in the real value of
their debt. Instead, as the nominal rate moved upward to account for
inflation, interest charges also increased.

Although developing countries had begun to experience problems from the
beginning of the recession, rising external deficits did not precipitate a
liquidity crisis until August 1982, when Mexico, followed shortly by Argentina
and Brazil, threatened to default on its debt-servicing obligations. For the
three countries, before rescheduling, the debt-service payments had exceeded
100 percent of exports of goods and services. 1/ 1In other words, without new
lending, even a complete curtailment of all imports by these countries would
have been inadequate for them to continue to service their debt. As private
lenders lost confidence in light of the amount of debt at risk, other
developing countries began to experience liquidity problems. Even those
countries that ultimately did not have to reschedule their debt found it
difficult to service it as new lending to developing countries dwindled.
Consequently, by the end of 1983, there were 36 reschedulings.

The short-run effect of the debt crisis for U.S. agricultural exports is.
clear. Because of the reluctance of private lenders to provide financing, the
liquidity crisis affected the ability of all developing countries to import.
If the flow of external financing had not fallen off owing to the crisis,
developing countries would have continued to meet their debt obligations, and
the effect on the ability to import would have been significantly smaller.’
Instead, the majority of developing countries experienced a temporary loss of
liquidity. For those developing countries most heavily in debt, largely major
importers of U.S. agricultural products such as Mexico and Brazil, the effect
of the crisis for U.S. agricultural exports was more severe. The strong
measures that they adopted to generate foreign exchange added to the decline
in the demand for U.S. agricultural products. Partly as conditions for the
rescheduling of their debt, Mexico, Argentina, and Brazil reduced Government
spending, constrained the expansion of domestic credit, and devalued their
currencies. The contractionary effects of these policies on domestic income
and expenditure, in turn, led to a dramatic improvement in their trade
balances. As table 7 illustrates, in each country, real income declined, and
the trade balance was reversed from a deficit to a surplus. This substantial
turnabout was brought about by a 68-percent reduction of imports by Mexico
(from $24 billion in 1981 to $7.7 billion in 1983), a 51-percent reduction by
Argentina, and a 30-percent reduction by Brazil.

1/ Council of Economic Advisors, Economic Report of the President, February
1984. This work provides an excellent review of the effects of the debt

crisis for U.S. trade in general.



Table 7.--Exports, imports, and gross domestic product for Mexico, Brazil,
and Argentina, 1980-83

(Millions of dollars)

Item . 1980 : 1981 : 1982 : 1983
Mexico: : : : : :
Exports—-million dollars—-: 16,066 : 19,938 : 22,081 : 22,228
Imports do—-: 18,896 : 24,037 : 14,435 : 7,721
Trade balance-----——-- do--: - 2,830 : - 4,099 : 7,646 : 14,507
GDP 1/-----billion pesos—-: 4,277 : 4,617 : 4,592 : 4,378
Brazil: : H H v :
Exports--million dollars--: 20,132 : 23,276 : 20,173 : 21,898
Imports —-do--: 22,955 : 22,091 : 19,395 : 15,429
Trade balance-—-———-—- do--: - 2,823 : 1,185 : 778 : 6,469
GDP 1/-billion cruzerios--: 13,164 : 12,959 : 13,079 : 12,666
Argentina: : : : :
Exports—-million dollars--: 8,021 : 9,145 : 7,623 : 7,835
Imports : do--: 9,394 : 8,431 : 4,859 : 4,119
Trade balance--——----- do—-: - 1,373 : 712 : 2,764 : 3,716
GDP 1/-——-- billion pesos—-: 28,265 : 26,483 25,209 : 25,973

1/ 1980 prices.

Source: International Monetary Fund, International Financial Statistics,
Mar. 1985. '

€

Since Mexico and Brazil are also major consumers of U.S. farm products,
U.S. agricultural exports were particularly hurt by these policies. From 1980
to 1982, Mexico's purchases of U.S. agricultural commodities declined by
54 percent (from $2.5 billion to $1.2 billion), and from 1981 to 1983,
Brazil's imports of U.S. agricultural products fell by 33 percent (from
$710 million to $479 million). Although Argentina is not a major consumer of
U.S. agricultural products, its imports fell by 65.5 percent from 1980 to
1982. Moreover, from 1981 to 1982, the percentage decline in the value of
agricultural exports to the three most heavily indebted countries was greater
than the percentage decline in the value of total exports of U.S. agricultural
products. The value of exports to Mexico, Brazil, and Argentina fell by
47 percent, whereas the value of total U.S. agricultural exports fell by
15.5 percent.

" Over time, a large part of the loss in U.S. exports to developing
countries caused by the liquidity crisis will slowly be restored. Even in
Mexico, imports of U.S. agricultural products had by 1984 risen to 81 percent
of the 1980 level. However, whether or not the demand for U.S. agricultural
exports in the more seriously affected countries grows at earlier rates will
depend on two sets of factors.
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The first is the type of domestic policies that debtor countries adopt to
bring about structural adjustment to correct their external imbalance. To
continue servicing the debt and to increase long-term growth rates, they must
raise real output relative to expenditures and exports relative to imports.

To date, in one group of countries (mainly the Latin American countries), the
short-run adjustment or improvement in their current accounts has been brought
about by a reduction in real output and expenditures. In many cases, the
reduction in real spending has been at the expense of long-term investment.

If this persists, this group of developing countries will experience slow
economic growth and a slow increase in the demand for U.S. agricultural
products. It will, therefore, probably be many years before the level and
rate of growth of demand for U.S. agricultural products is restored to its
precrisis level.

However, if developing countries are successful at transforming their
production processes towards exports, then the level and growth in demand for
U.S. agricultural products may be restored to its previous trend. Some of the
most heavily indebted countries, such as Korea and Turkey, have been '
successful at expanding output by encouraging the production of exports. This
has, in turn, permitted them to increase their real imports during the 1980's.
These countries have had the same degree of indebtedness as the Latin American
countries, but what distinquishes them from the Latin American countries is
the outward-orientation of their economies. For instance, exports of goods,
services, and private transfers represent 44 percent of gross national product
(GNP) in the Republic of Korea (Korea), whereas they represent 17 percent in
Mexico, 16 percent in Argentina, and 8 percent in Brazil. 1/

The second key factor will be the ability of developing countries to
obtain additional external financing. By adding to savings and offsetting
shortages of foreign exchange, external financing will facilitate the
structural adjustment that is required to bring about the transformation of
their production processes. Since structural adjustments take time, the
alternative without borrowing would be a prolonged period of reduced
expenditures or decline in standards of living, which would have an adverse
impact on U.S. agricultural exports far into the future.

Exchange Rates

It is generally believed that the recent appreciation of the dollar in
foreign-exchange markets is an important cause of the decline in U.S.
agricultural exports. An increase in the value of the dollar relative to a
foreign currency influences our competitive position abroad by raising the
price of our commodities in terms of the foreign currency. Table 8 presents
the nominal exchange rates (expressed in dollars per unit of foreign currency
and indexed in 1979) for 27 major agricultural trading partners of the United
States. A decrease in the index represents an appreciation of the dollar
compared with its 1979 value. As illustrated in table 8 since 1979, the
nominal value of the dollar has risen relative to the currencies of those
countries that float against the dollar.

1/ Council of Economic Advisors, Economic Report of the President, Feb. 1984.
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Table 8.--Nominal exchange rates relative to the U.S. dollar, by areas and
by countries, 1979-83 and specified quarters, January 1979-June 1984

(1979=100)
: Unit of : : : :
Area and country . currency : 1979 . 1980 . 1981 . 1982 :1983
Western Hemisphere: : : : : : :
Canada 1/------------: Dollar----: 100.0 : 100.2 : 97.7 : 95.0 : 95.0
Mexico 1/-----cceoen : Peso--- o= : 99.4 : 93.0: 40.4: 19.0
Argentina 2/--------- : Peso------: 100.0 : 1.7 2 29.9 : 5.1 : 1.2
Brazil 3/---c-mcoeeeo : Cruzeiro--: 100.0 : S1.1 : 28.9 : 15.0 : 4.7
Colombia 3/----------: Peso------: 100.0 : 90.0 : 78.1 : 66.4 : 54.C
Ecuador 3/-----------: Sucre-----: 100.0 : 100.0 : 100.0 : 83.3 : 56.7
Ronduras 4/----------: Lempino---: 100.0 : 100.0 : 100.0 : 100.0 : 100.0
Venezuela 5/--------- : Bolivare- : 100.0 : 100.0 : 100.0 : 100.0 : 99.9
Buropean Community: : : : : :
Belgium S/--------—--: Franc----- 100.0 : 100.3 : 79.0 : 64.2 : 57.3
Denmark 3/----------- : Knoner- --- 100.0 : 93.3 : 73.9 : 63.1 : 57.5
France 1/------eeu--: Franc- ---- : 100.0 : 100.7 : 78.3 : 64.7 : 55.8
West Germany 1/------ : Mark------: 100.0 : 100.8 : 81.1 : 75.5 : 71.8
1taly 1/-->-cceeceecao: Lira------ 100.0 : 97.0 : 73.1 : 61.4 : 54.7
Netherlands S/-------: Giulder---: 100.0 : 100.9 : 80.4 : 75.1 : 70.3
United Kingdom 1/----: Pound- ---: 100.0 : 109.6 : 95.6 : 82.5 : n.s
Oceania and Far Bast: : : : : : :
Japan S5/------mecmann: : 96.6 : 99.4 : 88.0 : 92.3
Australia 3/------~--: 101.9 : 102.8 : 91.0 : 80.7
China 5/--------v=een: 103.8 :  91.2 : 82.3 : 78.6
"New Zealand 3/-------: 95.2 : 85.1 : 73.5 : 65.4
Philippines 3/------- : : 98.2 : 93.4 : 86.4 : 66.4
Repubic of Korea 5/--: : 79.7 : 71.1 : 66.2 : 62.4°
Other: : : : : : :
Egypt 5/-------------: Pound-----: 100.0 : 100.0 : 100.0 : 100.0 : 100.0
India 5/-------mccuue : Rupee-----: 100.0 : 103.3 : 93.8 : 85.9 : 80.5
Portugal S/---------- : Bscudo- --: 100.0 : . 97.7 : 79.5 : 61.6 :  44.2
Saudi Arabia 5/------: Riyal----- : 100.0 : 101.0 : 99.4 : 98.1 : 97.3
Spain S/----ceooceeen : Peseta----: 100.0 : 93.6 : 72.7 : 61.1 : 46 .8
Turkey 6/------------: Lira.-----:__100.0 : 40.9 : 27.9 : 19.1 : 13.8
: : July- : Oct.- : Jan.- : Apr.-
: : Sept. : Dec. : Mar. : June
: : 1983 : 1983 : 1984 : 1984
Western Hemisphere: : : : :
Canada 1/ T 96.2: 95.8: 94.5: 91.8
Mexico 1/----cmcmcuun : 18.0: 16.5: 15.2 : 14.1
Argentina 2/----ec--e- : 1.0 : .6 : .4 .3
Brazil 3/--------—--- : Cruzeiro--: 100.0 : 3.4 : 2.5 : 1.9 ¢ 1.4
Colombia 3/----------: Peso------ : 100.0 : 51.3 : 48.2 : 45.3 : 42.5
< 4 3/- : -: 100.0 : 52.9 : 48.2 : 44.3 : 41.0
Honduras 4/----------: Lempino---: 100.0 : 100.0 : 100.0.: 100.0 : 100.0
Venezuela 5/---~----- : Bolivare--: 100.0 : 99.8 : 99.8 : 77.1 : 57.2
Buropean Community: : : : : H :
Belgium S/-----------: Franc----- : 100.0 : 55.2 : 53.7 : $3.0 : 53.0
Denmark 3/-----------: Knoner----: 100.0 : 54.2 : 53.3.: 52.4 : 51.8
France 1l/----w--co-—- : Franc----- : 100.0 : 53.6 : S52.3 : 51.4: 51.2
West Germany 1/------: 100.0 : 70.2 : 69.3 : 68.6 : 68.4
Italy 1/----ccmcmemnnt : 1000 : 53.3 : 51.6 : S50.5: 50.1
Netherlands 5/-------: Giulder---: 100.0 : 67.7 : 66.7 : 65.8 : 65.7
United Kingdom 1/----: Pound-----: 100.0 : 74.9 : 72.9 : 71.2 :  69.3
Oceania and Far East: : : : : :
Japan 5/-- : Yen-- : 100.0 : 83.1: 86.0: 87.2: 87.7
Australia 3/--------- : Dollar----: 100.0 : 77.8 : 80.5 : 82.2 : 79.9
china $/-------------: Yuan------ : 100.0 : 79.4 : 79.4 : 76.8 : 72.9
New Zealand 3/-------: Dollar----: 100.0 : 61.8 : 62.3 : 62.3 : 61.6
Philippines 3/-------: Peso------ : 100.0 : 67.1 : 53.1 : 52.7 : 48.7
Repubic of Korea 5/--: Won-------: 100.0 : 61.6 : 60.9 : 60.8 : 60.6
Other: : : : : : :
Egypt S/ Pound- ----: 100.0 : 100.0 : 100.0 : 100.0 : 100.0
India 5/ Rupee- ---- : 100.0 : 80.7 : 79.1: 76.3 1 74.7
Portugal 5/----------: Bscudo----: 100.0 : 38.9 : 37.1: 35.6 : 34.3
Saudi Arabia 5/ : Riyal----- : 100.0 : 96.6 : 96.2 : 95.4 : 95.2
Spain 5/ Peseta----: 100.0 : 46.2 : 44.9 : 44.9 : 45.4
Turkey 6/------------: Lira------ : 100.0 : 10.7 : 9.7 : 8.1 : 1.3

1/ Major import source

2/ Primary import source for hides and skins.

3/ Major import source.

and export market.

4/ Primary import source for fruits.

5/ Major export market.

€/ Primary import source for tobacco.

Source: Compiled from official statistics of the International Monetary
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Not only has the dollar risen in terms of nominal exchange rates, but its
value has also risen when measured by real exchange rates (table 9) 1l/7. A
look at real exchange rate changes provide a clearer picture of the effect of
exchange-rate movements on the ability of U.S. farmers to compete abroad since
nominal exchange rates often move to offset differences in relative inflation
rates between countries. An appreciation of the U.S. dollar clearly hurts the
competitive position of U.S. exporters. But, a higher rate of inflation in
the foreign country relative to that in the United States raises prices in the
foreign country and makes U.S. products relatively more inexpensive. Thus, if
the appreciation of the dollar offsets the higher rate of inflation abroad,
then there could be no net effect on the competitive position of U.S.
agricultural exporters. Therefore, although the dollar has appreciated,
differences in inflation rates at home and abroad seem to have offset some of
the effects of this appreciation on the competitiveness of U.S. exports.

Indexes of real and nominal exchange rates are only suggestive of what
may be happening to the ability of U.S. farmers to export. Although the
appreciation of the dollar in real terms relative to most major currencies was
accompanied by a decline in the value of U.S. agricultural exports (from
$43.3 billion in 1981 to $36.6 billion in 1982), this does not mean that the
actual change in exports was not significant as well, or that other factors
may have had an equal or greater effect. In order to determine the net effect
of changes in exchange rates, it is necessary to analyze the relationship
between real-exchange-rate changes and exports. Such an analysis shows that
the effects of a real appreciation of the dollar from 1981 to 1982 on U.S.
agricultural exports have been significant on the competitiveness of U.S.
agricultural products (see appendix C).

Impact of Nonmarket Economies

The nonmarket economy countries (NME's) have been a source of variability
in world agricultural markets. Closed markets, nonconvertible currencies, and
administered prices make it difficult to determine the value of NME's
agricultural production relative to world market production.

The NME's have generally established policies that maintain food prices
at or near the previous year's level. These administered prices for
agricultural products have interrupted the normal price signals within the
NME's. Thus, during periods of scarcity, prices in the NME's do not reflect
such scarcity. Such policies have resulted in the NME's requiring large
infusions of imports to meet internal demand. This has resulted in
instability at times in the world agricultural export markets -because of the
inability of the marketxng system to take account of marketing cond1t10ns

"within the NME's

1/ Changes in real exchange rates are equal to changes in the nominal rates
adjusted for differences in inflation rates.
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Table 9.--Real exchange rates relative to the U.S. dollar, by areas and
by countries, 1979-83 and specified quarters, January 1979-June 1984

(1979=100)
Area and country Y1979 P 1980 [ 1981 | 1982 . 1983
Western Hemisphere: : : : : :
Csnada----—-- d—————— : 100.0 : -99.7 : 98.2 : 99.1 : 101.3
Mexico--- ---: 100.0 : 108.6 : 115.8 : 76.9 : 74.0
Argentina---—-—-—--o——ceee--cco-Z-: 100.0 : 110.3 : 88.4 : 52.6 : 56.3
Brazil-l---ocooecmemeeceooo-: 100.0 :  92.6 : 100.0 : 97.5 : 80.9
Colombia-------cmcmcmc e : 100.0 : .98.1 : 96.8 : 101.2 : 98.9
E dor-- : 100.0 : 94.1 : 94.5 : 90.1 : 69.6
Honduras-- ----——------ --—-: 100.0 : 101.4 : 102.4 : 110.3 : 119.2
Venezuela---—-—-—cocccecceceeae: 100.0 : 105.3 : 109.9 : 116.8 : 122.6
European Community: : H : : :
Belgium- -- : 100.0 : 93.0 : 72.6 : 62.3 : 57.7
.Denmark--- - --: 100.0 : %6.0 : 80.6 74.5 : 70.4
France---———--—-—--—c-———ce—eeeeo: 100.0 @ 96.1 : 76.0 :  68.3 : 64.6
West Germany--------—-ccececeme : 100.0 : 95.1 : 75.6 : 72.9 : 69.5
Italy- : 100.0 : 102.1 : 82.3 : 77.0 : 74.9
Wetherlands-----—----emeeceeeea:  100.0 : 95.7 : 76.3 : 74.4 : 70.0
United Kingdom -----ec-cmmmeaae : 100.0 : 109.6 : 96.0 : - 87.4 : 78.9
Oceania and Far East: : H : : :
JapaN--- --~—mcccmeecccccecmcea-: 100.0 : 99.8 : 95.4 : 84.2 : 85.2
Australia-------coccemmccccaaa-: 100.0 : 101.9 : 102.2 : 96.5 : 91.3
Ching---~——cocmm e : 100.0 :  97.6 : 83.1: 75.1 : 74.0
Hew Zealand---------cccemneooeo : 100.0 : 102.6 : 98.2 : 95.6 : 88.5
Philippines---------ccccmcmen- : 100.0 : 101.9 : 100.5 : 100.7 : 86.9
South Korea---------—--cc-----=: 100.0 : 97.1 : 95.6 : 91.2 : '85.1
Other: : H . : : H
Egypt--—- : 100.0 : 106.7 : 105.6 : 113.1 : 129.5
India ———— : 100.0 : 109.0 : 101.8 : 93.5 : 93.3
Portugal : 100.0 : 91.4 : 82.7 : 80.1 : 1/
Saudi Arabia : 100.0 : 91.9 : 85.1 : 83.1 : 82.2
Spain-- : 100.0 : 96.4 : 79.4 : 73.3 : 63.3
Turkey :_100.0 : 74.5 : 64.0 : 54.0 : 50.2
: Jan.- : July- : Oct.- : Jan.- : Apr.-
: Mar. : Sept. : Dec. : Mar. : June
51979 : 1983 : 1983 : 1984 : 1984
Western Hemisphere: : : : s :
Canada- : 100.0 : 102.3 :. 101.8 : 100.8 : 98.4
Mexico- : 1000 :° 75.8: 76.7 : 83.3: 89.7
Argentina-- : 100.0 : 67.3 : 67.0: 67.6 : 83.7
Brazil : 100.0 :  76.9 : 8.4 : 77.7 : 5.5
Colombia---- —_— : 100.0 : 100.6 : 96.8 : 94.0 : 92.7
Ecuador- : 100.0 : 66.6 : 61.9 : 59.2 : 17
Honduras- ---=—-cce-coemeemeew==: 100.0 : 120.9 : 121.2 : 121.0 : b Y4
v la-------comoee- : 100.0 : 123.3 : 125.3 : 98.9 : Y/
Buropean Community: : : : : :
Belgium------cececmc e : 100.0 : 54.8 : 54.6 : 54.2 : S4.7
Denmark--------=cce-eeeeee-—---: 100.0 : 66.4 : 66.4 : 65.5 : 66.1
France---—---cccmcmcmcacoenoa—=: 100.0 : 62.7 : 63.1 : 63.4 : 68.0
West Germany-------------—-c0oo : 100.0 : 66.2 : 65.4 : 64.7 : 64.5
Italy---- : 100.0 : 76.1 : 73.7 : 73.6 : 1/
Netherlands------v-cceeceeeec: 100.0 ¢ 65.4 : 64.3 : 64.2 : 64.2
United Kingdom------—--=oa-—---: 100.0 : 85.6 : 84.0 : 82.6 : 81.7
Oceania and Far East: : : : : :
JaPAN- - e m e e : 100.0 : 77.7 : 79.6 : 79.9 : 79.7
Australia------cmmmmmmme e : 100.0 : 89.2 : 92.8 : 94.9 : 92.8
China--- —~—=--mmmccemc e ee e e : V2RI V4 HE ¥ HE V4 : v
New Zealand- --——- —=c—cecmcmmmem : 100.0 : 86.7 : 87.5: 87.2: 1/
Philippines---—--cccmmeccmman o : 100.0 : 90.4 : 84.8 : 97.6 : 1/
South Korea----------cecowoaoan : 100.0 : 88.9 : 87.5 : 86.8 : 86.2
Other: 3 : : : :
100.0 : 128.0 : 128.5 : 131.0 : Y/
100.0 : 100.2 : 98.8 : 95.3 : 94.3
100.0 : 60.6 : 61.0 : 1/ : 1/
100.0 : 77.5 : 76.8 : 75.0 : 1/
100.0 : 64.2 : 64.4 : 66.3 : 1/
100.9 : 48.1 : 47.8 : 45.1 : 1/

1/ Mot available.

Source: Compiled from official statistics of the International Monetary

Fund.
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Several of the NME's have undertaken economic reforms that have placed
their agriculture sectors on a more decentralized environment. These changes
have affected agricultural production and have allowed prices to reflect
relative scarcity.

The purchasing patterns of the NME's, including the Soviet Union, China,
.and Eastern European countries, have had a dampening effect on U.S.
agricultural exports. Since 1979, these NME's have been purchasing fewer U.S.
agricultural products. U.S. agricultural exports to the NME's fell 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, as shown in table 10. The reversal of the
declining trend in U.S. exports to the NME's during 1979-83 came about when
the Soviet Union sharply increased its purchases of U.S. grain in 1984. The
Soviet Union reduced its purchases of U.S. farm products from $2.9 billion in
1979 to $1.5 billion in 1983, but expanded its purchases in 1984 to nearly the
1979 level. 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.

Table 10.--U.S. agricultural exports to nonmarket economy
countries, 1979-84

(In million of dollars)

-
.

u.s. exports

Country/region . - - - - -
©1979 1980 . 1981 | 1982 | 1983 ° 1984
Soviet Union : 2,855 : 1,047 : 1,665 : 1,850 : 1,457 : 2,817
China--——————-~—cmmm e 990 : 2,210 : 1,956 : 1,498 : 544 : 615
Eastern European: : : : : : :
Yugoslavia--- -— -—: 284 : 278 : 138 : 182 : .~ 268 : 189
Poland----——-~—~———m e : 651 : 571 : 593 : 180 : 200 : 186
Romania------—————————nvme—— : 337 463 : 368 : 134 : 118 : 157
East Germany-------—-—-—=———==-= : 337 : 453 : 284 : 204 : 117 : 124
All other 1/-----——-—-—-o—o——: 323 : 306 : 268 : 133 : 81 : 88
Subtotal----- - -:.1,932 : 2,071 : 1,651 : 833 : 184 : 144
Total--———————mm—mmmmeeee: 5,777 ; 5,328 : 5,272 : 4,181 : 2,785 : 4,176

1/--The "All other" Eastern European countries are Bulgaria, Czechoslovakia,
and Hungary. Totals may differ because of rounding.

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

Agriculture.

During 1979—84, all three principal NME regions purchased fewzr U.S.
agricultural products, although U.S. imports of agricultural products from the
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three remained close to the 1979 level of $0.5 billion (table 11). The largest
market among the NME's, the Soviet Union, has purchased chiefly grain and
feedstuffs from the United States. Following the U.S. embargo against it in
1980, the U.S.S.R. turned to other supplying countries, including Argentina,
Brazil, Canada, and the EC. 1/ Annual Soviet demand for grain and feedstuff
imports has fluctuated greatly. depending on their own grain harvests and upon
decisions made on their meat and livestock output. Although the Soviet Union
still relies on other grain exporters, it sharply increased its purchases from
the United States in 1984 owing chiefly to disastrous Soviet crops. and
availability of a large volume of U.S. grain. 2/

Table 11.--U.S. agricultural imports from nonmarket economy countries,
1979-84

(In million of dollars)

U.S. imports

Country/region . : . " : .
* 1979 ° 1980 ° 1981 = 1982 1983 ° 1984

15 : 10 : 12 : 11 : 10

Soviet Union

: : 11
China : 86 : 133 : 299 : 171 : 168 : 192
Eastern European: : : : : : :
Yugoslavia : 86 : 64 : 72 : 69 : 56 : 65
Poland : 164 : 156 : 109 : 69 : 105 : 94
Romania- s - 34 @ 30 : 28 : 19 : 19 : 20
East Germany : 2: 3: 1: 2 : 2 : 1
All other 1/ H 67 : 58 : 67 : 68 : 82 : 79
Subtotal i 353 : 311 : 277 : 227 : 264 : 259
Total 454 : 454 : 588 : 409 : 442 : 462

o0 oo

.. . . . .
o o o o °

1/--The "All other" Eastern European countries are Bulgaria, Czechoslovakia,
and Hungary. Totals may differ because of rounding.

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

China also purchased less U.S. farm goods during 1979-83, particularly of
grain, as their own domestic crop production rose and their need for U.S.
grain and feedstuffs diminished. Moreover, Chinese purchases of U.S. cotton
diminished as their own cotton output expanded. Since 1983, the Chinese have
failed to fulfill their obllgatxons to purchase the minimum 6 million metric
tons of U.S. grain specified in its long-term grain agreement with the United
States, owing in part to abundant Chinese grain supplies, to availability of

1/ U.S. International Trade Commission, U.S. Embargoes on Agricultural

Exports: Implications for the U.S. Agricultural Industry and U.S. _Exports
(USITC Publication 1461), December 1983.
2/ U.S. Department of Agriculture, Frank Gomme, "USSR Likely to Remain Key

Presence in World Grain Trade," Foreign Agriculture, Feburary 1985, pp. 9-11



16

lower priced Argentine and French wheat, and to Chinese disgruntlement with
the imposition in 1983 of tighter U.S. textile-product import quotas,
according to several sources. 1/ ' |

In Eastern Europe, the decline in the purchases of U.S. farm exports by
the seven countries in that region may be traced to a variety of factors,
notably an inability of these countries to earn sufficient foreign currency
to maintain previous import levels, the large foreign debt burden incurred by
these countries, and to efforts by their Governments to reduce domestic food
consumption, thereby reducing the need for imported grain and feedstuffs
(their chief imported food product). There has also been competition with
U.S. farm products in these markets from other exporting countries, which was
also true in other foreign markets. The principal Eastern European countries
owed the private banks in the leading Organization for Economic Cooperation
and Development (OECD) countries about $40 billion -in June 1982; debt service
(interest and capital repatriation) has taken as much as one-third of an
individual country's total export earnings from sale of goods and services, as
shown in the following tabulation: 2/

: Debt service as a share of exports

CountryA 3 Foreign debt : of poods and services, 1982
Billion dollars : Percent

Poland---———-m—omem: 13.8 : 1/
Yugoslavia—————u———: 10.0 : 30.3
East Germany-------: 9.4 : 29.0
Hungary—---———-=ee—-——: 6.4 : 33.0

Total-——————oo : 39.6 : 1/

1/ Not available.
Weather

Weather is one of the principal short-term factors, if not the principal
factor, affecting agricultural production in the world and will continue to be
the major cause of year-to-year shifts in crop yields. Beginning in the early
1970's, weather variability in many regions of the world led to uncertainty of
yields and crop sizes. This has been true even for the United States. :
According to data published by the USDA, the variation in U.S. annual corn

' 1/ Michael Weisskopf, "U.S. Seeks China Grain Deal,” The Washington Post,
Mar. 20, 1984; and Jon Scheid, "China Imposes Embargo on U.S. Soybeans,
Cotton, after Textile Negotiations Fail,” Feedstuffs, Jan. 24, 1983, p. 4.

2/ William Cline, International Debt and the Stability of the World Econom s
Washington, DC, September 1983, p. 35, as derived from data from the Bank for
International Settlements, the Institute for International Economics, and the .
Wharton Econometric Forecasting Associates. This debt does not take into
account the amount of foreign debt owed to foreign governments, including that
to the United States under programs of the USDA.
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yields increased from 8 percent during 1964-68 to 13 percent during 1979-83.
The variation in wheat yields rose from 3 to 6 percent, and that for soybeans
increased from 5 to 9 percent.

Weather variations since 1980 in some cases due to heavy rains, in others
to drought, and in some cases to freezes, have caused record or near-record
reductions in yields. There were notable crop reductions in United States in
1981, 1982, and 1983 because of freezes and in 1980 and 1983 because of
drought; in Australia in 1982 because of drought; in the Republic of South
Africa in 1983 and 1984 because of drought; in the U.S.S.R. in 1981 and 1984
because of hot, dry weather; and in Canada in 1984 because of drought. On the
other hand, favorable weather has enabled the United States in 1981 and 1982,
the EC in 1984, and China in recent years to produce record crop yields.

Production Costs

U.S. production costs

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 only modestly, by a total of 4 percent, from 1979 to 1984. 1/ A measure
of the cost of U.S. agricultural production is the prices paid by U.S. farmers
for various production inputs including feed, feeder livestock, seed,
fertilizer, chemicals, fuel, tractors, farm machinery, farm rental fees,
interest payable for debt, taxes paid, wages for farm labor, and fees paid for
other farm services. According to data collected by the USDA, the prices paid
by farmers for all production inputs (commodities, services, interest, taxes,
of 123 to an index of 161 (table 12); this is a rate of increase of about 7
percent annually for the 4 years. The most rapid increases in production
costs occurred during 1979-81, thereafter abating; from 1983 to 1984, the rate
of increase for cost of the production items rose by about 2 percent, to an
index of 164. ’

Until 1981, total production costs for U.S. farmers were driven upwards
mainly by increased fuel costs and rising interest costs for farm real estate
debt. Subsequent to that year, fuel prices actually declined, but interest
costs continued their rise as did those of tractors, autos and trucks, and
other farm machinery. For the five years 1979-83, interest cost payable for
farm real estate rose by 78 percent; fuel and energy costs, by about 47
percent; and costs of tractors and self-propelled farm machinery, by 43
percent.

Foreign production costs

There have been a number of studies done on the costs of agricultural
production of specific commodities in key producing areas of the world for a
given year, but, owing to differences in their methodology, comparison of

1/ The index (1977=100) for prices received by farmers for all farm products
rose from 132 in 1979 to 137 in November 1984, or by 3.8 percent, according to
the U.S. Department of Agriculture, Agricultural Outlook, various issues.
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Table 12.--Index of pricés-paid by U.S. farmers for agricultural
' production costs, 1979-84 :

(1977=100)
Production costs . 1979 0 1980 & 1981 . 1982 ° 1983 f 1984
Production items: : : : : : :
Feed—--- - -— : 110 : 123 : 134 : 122 : 134 : 135
-Feeder livestock--- --: 185 : 177 : 164 : 164 : 160 : 154
Seed--- - -—— : --: 110 : 118 : 138 : 141 : 141 : 151
Fertilizer--——- - -—= 108 : 134 : 144 : 144 137 : 143
Agricultural chemicals—-—————coc-—— : 96 : 102 : 111 : 119 : 125 128
Fuels and energy--—-———-———c__ : 137 : 188 : 213 : 210 : 202 : 202
Farm and motor supplies——————eeeo : 115 : 134 : 147 : 152 : 152 : 148
Autos and trucks---- - 3 117 : 123 : 143 : 159 170 : 182
Tractors and self-propelled : 122 : 136 : 152 : 165 : 174 : 181
machinery. : : : : : :
Other machinery---—-————ee____ : 119 : 132 : 146 : 160 : 171 : 180
Building and fencing---—————eeo—_ : 118 : 128 : 134 : 135 : 138 : 138
Farm services and cash rent——-——-- : 117 : 127 : 137 : 145 : 147 : 151
Total-——oomm e : 125 : 138 : 148 : 150 : 153 : 155
Interest payable per acre on farm : 141 : 168 : 211 : 241 251 : 251
real estate debt. : : : : : :
Taxes payable per acre on farm real : 107 : 117 : 123 : 131 : 137 : 132
estate. | ; : : : : : :
Wage rates (seasonally adjusted)----: 117 127 : 137 : 143 : 147 : 150
(Commodities and services, inter- : : : : : :
est, taxes, and wage rates). : 123 : 138 : 150 : 157 : 160 : 164

Source: U.S. Department of Agriculture, Agricultural Outlook, various issues.

foreign with U.S. farm costs is difficult and not easily generalized for
purposes of this study. Two alternative measures of foreign costs of
agricultural production may be appropriate for comparison with U.S. farm
costs: (1) foreign consumer price indexes giving some indication of
production cost increases faced by foreign farmers and (2) an index of world
prices of agricultural commodities traded internationally showing trends of
prices received by foreign and U.S. farmers. '

Foreign consumer price increases.--On the basis of data for 27 foreign
countries that account for the majority of world agricultural trade (except
that of nonmarket economy countries), 1/ the U.S. Department of Agriculture
has indicated that a consumer price rise of about 48 percent occurred in key
foreign countries from fiscal year 1979/80 (Oct. 1-Sept. 30) to fiscal year
1983/84, with overall consumer prices rising from an index (calendar year
1980=100) of 97 in 1979/80 to 144 in 1983/84 (table 13). During these 5
years, U.S. consumer prices rose from 100 in 1979/80 to 120 in 1983/84, or by
20 percent.

1/ The NME's are excluded from these 27 countries because of the intrinsic
nature of NME's, their price indexes are often not meaningful.
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Table 13.--Consumer price indexes, and foreign consumer cost indexes adjusted
for exchange-rate changes, in the capital city of selected countries, fiscal
years 1979/80 to 1983/84 1/

(Calendar year 1980=100)
Country *1979/80°1980/81°1981/82°1982/83°1983/84

a

Consumer price index 2/

. -
. .

85 : 167 : 402 :° 1,559 : 9,973

s s ss odes

Argentina
Australia : 98 : 107 : 119 : 131 : 138
Brazil . 4 : 85 : 173 : 344 : 762 : 2,208 -
Canada---—--- : 97 : 109 : 122 : 130 : 136
France- . - : 96 : 109 : 124 : 135 : 147
India----- : 96 : 110 : 120 : 132 : 144
Italy : 95 : 113 : 132 : 153 : 171
Japan---- : 98 : 104 : 107 : 109 : 112
Republic of Korea : 93 : 117 129 : 134 : 137
Mexico——-: : 94 : 120 : 173 : 353 : 609
Netherlands- : 98 : 105 : 112 : 115 : 119
Saudi Arabia--- —— -: 99 : 102 : 104 : 105 : 104
Spain - - : 97 : 111 : 127 : 143 : 160
United Kingdom : 97 : 109 : 120 : 126 : 131
West Germany-- - : 99 : 104 : 111 : 115 : 118
Total 27, foreign countries 3/---—- : 97 : 109 : 120 : 132 : 144
United States 4/- : 100 : 108 : 112 : 115 : 5/ 120
) Foreign consumer cost index 2/
Argentina -: 101 : 113 : 63 : 44 : 52
Australia : : 100 : 112 : 115 : 109 : 112
Brazil--- - - - 101 : 125 : 130 : 108 : * 92
Canada---- : 100 : 109 : 119 : 127 : 128
France--- : 100 : 92 : 86 : 79 : 15
India—- : 100 : 109 : 106 : 110 : 109
Italy-- : 100 : 94 : 90 : 91 : 89
Japan-———- - : 100 : 114 : 106 : 107 : 113
Repubic of Korea--- - 100 : 106 : 109 : 107 : 104
Mexico- ’ - 101 : 123 : 105 : 83 : 95
Netherlands - 100 : 88 : 85 : 82 77
Saudi Arabia----- : 100 : 102 : 102 : 103 : 100
Spain - : -2 100 : 91 : 88 : 76 : 73
United Kingdom- -—: 101 : 107 : 99 : 90 : 84
West Germany---—-- - 100 : 87 : 84 : 82 : 17
Total 27 foreign countries 3/------: 100 : 103 : 100 : 96 : 94

1/ The fiscal year runs from Oct. 1 to Sept. 30.

2/ The foreign consumer cost index is the consumer price index adjusted for
changes in the bilateral, U.S.-respective foreign country's currency rate of
exchange. .

3/ Total includes the above listed countries and the following countries:
Austria, Belgium, Chile, Colombia, Egypt, Greece, Morocco, Philippines,
Singapore, Republic of South Africa, Switzerland, and Venezuela.

4/ Data are for calendar year. :

5/ Preliminary.

Source: Compiled from data supplied by the U. S. Department of Agriculture,
Foreign Agricultural Service and Economic Report of the President, February
1984. pp. 279-283.
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The USDA also calculated a "foreign consumer cost index" (FCI), an index
of foreign consumer prices deflated by the change in the exchange rate of the
foreign currency to the U.S. dollar. The FCI thus indicates whether in U.S.
nominal dollar terms a particular country's consumer prices have risen or
fallen. The FCI (calendar year 1980=100) for the leading 27 countries fell
irregularly from 100 in fiscal year 1979/80 to 94 in fiscal year 1983/84, or by
6 percent. This would indicate that, despite the sizable foreign consumer
price increases, foreign consumer prices in nominal U.S. dollar terms have
fallen. During 1980-84, there was a 20-percent rise in U.S. consumer prices.

Comparison of U.S. and foreign farm prices.--Another measure of costs of
production is a price index of U.S. and foreign agricultural commodities
traded internationally. During 1979-84, overall prices of agricultural
exports from all countries including the United States peaked in 1980 and
thereafter declined irregularly. The International Monetary Fund (IMF) price
index (1975=100) of food product exports declined in nominal U.S. dollar terms

.from a peak of 141 in 1980 to 105, or by 26 percent, in 1983, but is projected
to rise to 114, or by 9 percent, in 1984 (table 14). The price index for
beverage agricultural commodities (such as wine, coffee, tea, or fruit juices)
followed much the same pattern as did the price index for agricultural raw
materials (such as cotton or tobacco).

During 1979-83, the IMF average price index for food product exports was 115,
which is about 16 percent higher than the average index of 99 occurring during
1974-78.

Another useful benchmark for measuring price trends of agricultural
products traded internationally is to compare prices of agricultural products
with those of industrial .(manufactured) product exports. If the nominal price
index for world agricultural exports mentioned above is deflated by the price
index for world exports of manufactures, a "deflated" price index for food
product exports:indicates that, during 1979-83, agricultural products became
considerably less expensive relative to manufactured goods. The deflated
(real) price index (1975=100) for food product exports averaged 77 during
1979-83, or some 21 percent below the average index of 97 during 1974-78.

It thus appears for agricultural exports from all countries including the
United States that nominal U.S. dollar prices on an average increased during
1979-83 (when compared with those of the previous 5-year period), but deflated
(relative to manufactured goods) or real prices of agricultural goods fell.
The United States as a dominant exporter of food products and of some raw
agricultural materials is likely to have experienced these same patterns as
did the other leading exporting countries.

For specific individual commodities for which data have been reported
consistently, prices of U.S. and foreign goods may be compared to obtain an
indication of the competitiveness of U.S. farm products on world markets.
Table 15 shows selected prices for wheat, corn, palm oil, soybean o0il, and
soybean meal. U.S. prices have moved in the direction of changes in foreign
competitive commodities, although no clear pattern of foreign overselling or
underselling on world markets can be seen from these data for 1979-84.



Table 14.--Non-o0il, primary commodities:
world exports, by type of commodity, average 1974-78 and 1979-83 and annual

21

Indexes of export ﬁrices (unit values) of

1979-83
(1975=100)
: Total : : : :
. : (All non- : : : Agricultural
Period : oil primary : Food : Beve;ages : raw materials : Metals
: commodities : : :
Nominal (U.S. dollar terms)

1974-78 :\ ©122 ¢ 99 : 194 : A 123 113
1979 : 155 : 109 : 255 : 168 : 156
1980 : 169 : 141 : 224 175 : 172
-1981 : 144 : 122 : 174 : 158 : 148
1982 : 127 : 97 : 178 : 136 : 135
1983-- : 135 : 105 : 192 : 149 : 135
1979-83 : 146 : 115 : 205 : 157 : 149

f Real (deflated by the price of manufactures) 1/
1974-78 —— 118 : 97 : 180 : 118 : 109
1979-- : 108 : 76 : 177 : 117 109
1980-- : 106 : 89 : 140 : 110 : 108
1981 : 95 : 81 : 115 : 105 : 98
1982 : 86 : 66 : 121 : 93 : 92
1983-- ‘ : 95 : - 74 ¢ 134 : 105 : 94
1979-83 : 98 : 77 : 137 ¢ 106 : 100

1/ United Nations index of the
developed countries.

Source: Compiled from official statistics of the International Monetary Fund.

prices (unit values) of

manufactures exported by
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Transportation Costs

Most internmational trade in agricultural commodities is dependent on
ocean freight. Freight costs are an important component of the landed cost of
commodities in a foreign market.

Commodities can be shipped by one of two types of ocean freight service:
liner or tramp. Liner service covers those ships that operate on fixed,
scheduled routes that have regular ports of calls. Most liner service
companies operate in conferences that legally divide shipping territories and

set rates that are published.

Tramp service is irregular, with no established ports of call, and
operates in a competitive market. Tramp rates are set by negotiations between
the shippers and ship owners and fluctuate with changes in supply and demand.

The world merchant fleet consists of three principal ship types:
freighters, bulk carriers, and tankers. Table 16 shows the total capacity of
these three types of ships during 1980-84. Freighters and bulk carriers are
the principal types of ships used to transport agricultural commodities.
Freighter capacity has grown by 5 percent during 1980-84, and bulk carriers
capacity has grown by 19 percent.

On January 1, 1984, the privately owned U.S. freighter fleet represented
only 1.7 percent of the world's freighter ships and 3.5 percent of the
deadweight tonnage of such ships. The privately owned U.S. bulk carrier fleet
represented only 0.4 percent of the world's bulk carriers and 0.5 percent of
the deadweight tonnage. Bulk carriers handle most of the international trade
in grains; hence, the U.S. bulk carrier fleet is able to handle only a small
portion of the U.S. trade in grainms.

Table 16.--World merchant fleet 1/, by ship types, 1980-84

f Freighters . Bulk carriers f Tankers
Year 2/ | : . : . ;
. Number Capacity '  Number | Capacity | Number | Capacity
: : : : Million : : Million
:Thousands :Million tomns : Thousands : tons :Thousands: tons
1980--——- : 14.3 : 120 : 4.7 : 182 : 5.3 : 346
1981—-——-: 14.2 : 121 : 4.8 : 185 : 5.4 : 346
1982———--: ‘14.2 : 123 : 5.0 : 194 : 5.5 : 346
1983---—~-: 14.3 : 125 : 5.2 : 208 : 5.6 : 336
1984—--—-: 14.3 : 126 : 5.4 : 216 : 5.5 : 323
1/ Excludes combination passenger and cargo vessels.
2/ As of Jan. 1. ‘ ‘

Source: Compiled from official statistics of the U.S. Department of
Transportation, Maritime Administration.
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Table 17 shows ocean freight rates for selected routes for bulk grain
shipments. From 1979 to 1980, rates increased for all of the routes covered
because of increased international wheat and feed grain marketing. In 1981,
rates declined for all routes. Rates for most routes continued to decline
through 1983, reflecting the decline in international trade brought on by the
recession and the increase in the number of bulk carriers and total deadweight
capacity of such carriers. The increase in the number of bulk carriers
resulted from shipbuilding orders Placed during the 1970's, when there was a
shortage of such carriers.

Freight rates for bulk grain shipments were mixed in 1984, with rates
generally increasing. Rates in 1984 were still substantially below rates in
1979 and 1980. Although rates for other types of commodities were not
examined, the same competitive factors that caused the changes in freight
rates for grains from 1979 to 1984 would most likely have affected other types
of agricultural commodities similarly.

Table 18 shows freight rates for bulk grain shipments from Argentina to
selected foreign markets in 1984. For those destinations where a comparison
could be made between U.S. and Argentine freight rates, 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. The U.S. General
Accounting Office (GAO) found that in 1980, Public Law 480 cargo accounted for
60 to 75 percent of the cargo moved on U.S.-flag vessels because of cargo
preference. 1/ The U.S. Department of Agriculture must pay the difference
between foreign-flag and U.S.-flag costs if U.S.-flag ships are used to ship
Public Law 480 title I goods just to comply with cargo preference laws. The
payment for this difference in 1980 was $58 million, with individual cargo
differences ranging up to $100 per ton. 1In a recent court decision, 2/ the
court held that the cargo preference laws also apply to shipments under the
blended credit program. A

Government Programs

Another major factor influencing world trade in agricultural products has
been government programs, both U.S. and foreign, which act through a variety
of mechanisms to influence the supply of and demand for agricultural
products. Food, by its very nature, is the basis of human life, and virtually
all governments attempt to control and influence to one degree or another the
- supply, distribution, production, processing, trade, and consumption of food.
Domestic farm support programs as well as consumer-oriented programs are the
primary programs undertaken.

1/ U.S. General Accounting Office, Economic Effects of Cargo Preference Laws,

Rept. No. GAO/OCE-84-3, Jan. 31, 1984.
2/ U.S. District Court for the District of Columbia, Transportation
Institute v. Dole, Feb. 21, 198s. .
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Table 17.--Average voyage charter rates for bulk grains from selected U.S.
ports, 1979-84 1/

Origin and :

(Per metric ton)

-
.

destination  : Flag ; 1979 . 1980 . 1981 ; 1982 ; 1983 ; 1984
Great Lakes ports : : : : : :
to—— : : : : : : :
United Kingdom--—-: Foreign : $27.95 : $36.14 :$28.75 :$22.27 :$18.79 :$17.38
Antwerp-Rotterdam : : : : : : :
Ansterdam---—--- : ——-—-do--: 25.93 : 33.91 : 27.93 : 20.50 : 19.30 : 19.01
West Germany—-—---- : ————do--: 27.63 : 34.57 : 36.23 : 20.28 : 14.75 : 20.24
U.S. Gulf ports to—-: S : : : : : :
Antwerp-Rotterdam : : : : : : :
Amsterdam : do--: 13.25 : 17.42 : 13.21 : 8.48 : 7.94 : 8.92
Japan : do--: 21.52 : 27.81 : 24.02 : 16.49 : 16.50 : 15.22
U.S.S.R——-=—=————-: United : 17.96 : 2/ 2/ : 2 : 2/ 2/
: States: : : : : :
West -Germany--—--—- ; Foreign : 15.13 : 17.68 : 16.05 : 8.35 : 8.14 : 9.34
Italy : do--: 22.23 : 28.62 : 21.26 : 13.92 : 14.88 : 16.60
Pacific¢ ports to---—-: : : : : : :
India : 2/ : 2/ : 49.21 : 38.38 : 2/ : 31.43 : 29.34
Japan : Foreign : 18.76 : 19.62 : 16.53 : 12.91 : 10.16 : 10.34
Republic of Korea-: ——--do--: 23.53 : 31.34 : 10.70 : 13.27 : 9.54 : 10.05

1
2/ None reported.

/ Average of rates for individual cargoes, weighted by

volume

.

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

Agriculture.

Note.—-The rates shown are weighted averages computed by using tonnage for
each charter to weight the average rate.
grain shipments may not be included.

Some types of charters and some

Table 18.--Average voyage charter rates for bulk grains from Argentina, 1984 1/

West Germany -

Destination Flag f Rate
: :Per metric ton
Denmark ' —— : Foreign---—-——- : $24.99
India : do—-: 28.59
Italy : do-—-: 21.02
Japan- : do--: 25.65
- : do--: 18.25

1/ Average of rates for individual cargoes, weighted by volume

.

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

Agriculture.
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This section concentrates on government programs that influence
international trade in agricultural and food products, particularly policies
of the principal world exporters and of world markets for food products.
Because the topic of government programs is obviously so large, an effort has
been made in this section to highlight changes that occurred during 1979-84 in
government programs or government programs that became the object of trade
disputes during the period.

Tariff and nontariff barriers

During the last (Tokyo) round of the Multilateral Trade Negotiations (MTN)
of the General Agreement on Tariffs and Trade (GATT) concluded in 1979, it
became clear to many observers that although reductions in tariffs on
agricultural products could be achieved, nontariff barriers through a host of
government programs were far more important in influencing overall
international trade in agricultural products than tariff levels per se. 1/
Moreover, during the Tokyo round of the MTN, various codes on nontariff
measures (NTM's), such as the Subsidies/Countervailing Duty Code, were enacted
and included for the first time under the GATT. However, it is doubtful that
the NTM codes adopted by signatories to the Tokyo round of the GATT
contributed to significantly lowering barriers to increased world agricultural
trade since 1979. The Commission concluded in its report to the Senate
Committee on Finance in 1979 that for the food and kindred products sector: 2/

Most countries maintain a system of nontariff measures to
control at least part of their agricultural trade. Generally,
these measures will be in conformity with the NTM agreements
and thus will continue to hamper the flow of trade. Included
in these measures are preferential tariff rates, variable
levies, quantitative limitations, and state-trading monopolies.
These factors can, for individual products, far outweigh any of
the effects of tariff concessions and NTM agreements.

One primary reason for these tariff and nontariff measures is, of course,
the existence of domestic agricultural support programs. As a former U.S.
agricultural official who participated in the Tokyo round of the MTN's aptly
observed concerning agricultural trade policy in the 1980's: 3/

1/ U.S. Senate, Committee on Finance, "Industry/Agriculture Sector
Analysis,™ MTN Studies: Agree- ments Being Negotiated at the Multilateral
Trade Negotiations in Geneva--U.S. International Trade Commission
Investgigation No. 332-101, A Report Prepared at the Request of the Committee
on Finance, United States Senate, pt. 5, vol. 6, August 1979, pp. 1-78.

2/ U.S. Senate, Committee on Finance, op. cit., p. 55.

3/ Former U.S. Assistant Secretary of Agriculture Dale Hathaway,
"Agricultural Trade Policy for the 1980's," in Trade Policy in the 1980's,
Washington, DC, 1983, pp. 435-453.
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. . . no sovereign country is willing to put its domestic
food and fiber policy forward as a candidate for outside
negotiation and determination. At the present time it would be
political suicide for the European Community (EC), Japan, or
the United States to do so, yet it is the domestic agricultural
policies of these trading partners that are the root cause of
the continuing agricultural trade problems that threaten to
erupt into a major trade war. . . .

Concerning the reduced tariffs (with staged rate reductions occurring
during 1980-87) on agricultural products traded among signatories of the Tokyo
round of the GATT, the Commission concluded in 1979 that for food and kindred

products: 1/

On balance, U.S. agriculture should benefit modestly if
the tariff concessions and NTM agreements are implemented by
the United States and its trading partners. U.S. exports of
agricultural products are expected to increase by $500 million
‘or more. The United States Trade Representative (USTR)
estimates U.S. imports will rise by about $100 million as a
result of the MIN--equivalent to less than 1 percent of all
agricultural imports in 1978. About one-half of the increase
could take place in dairy products due to new bilateral trade
agreements between the United States and its principal foreign
suppliers. Domestic consumers probably will not benefit from
the MIN owing to the relatively small increases anticipated in
imports and exports over am extended period.of time.

Since the prognosis by the Commission, there have been few systematic
analyses by official U.S. agencies of the effects of overall tariff reductions
on agricultural trade affecting the United States. The Commission publishes
annually a report that inter alia highlights foreign and U.S. tariff and
nontariff barriers that have become the object of international concern or
trade disputes in its Operation of the Trade Agreements Program Report, 2/ but
no comprehensive analysis of tariffs and nontariff barriers is undertaken. A
report in 1981 of the U.S. Department of Agriculture highlighted foreign trade
restrictions, both tariff and nontariff barriers, in principal foreign markets
for grain and oilseeds; however, much of the data in that report were based
upon conditions existing in 1978. 3/

1/ U.S. Senate, Committee on Finance, op. cit., p. 55.

2/ The most current report being Operation of the Trade Agreements Program
35th Report (USITC Publication 1535), June 1984. _

3/ U.S. Department of Agriculture, Cathy L. Jabara, Trade Restrictions in

A e e e e e e i

Y

International Grain and Oilseed Markets, January 1981.

Internationali Lralll 4 e ———
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Trade disputes relating to government programs

During 1979-84, a number of disputes arose concerning either U.S. exports
of agricultural products or, in some cases, U.S. imports of these products.
Under section 301 of the Trade Act of 1974, the President may take all
appropriate and feasible steps to obtain the elimination of certain trade
practices of foreign governments where, in his judgement, such practices are
unjustifiable, unreasonable, or discriminatory, and burden or restrict U.S.
commerce. HNine agricultural cases under section 301 were filed or were
pending as of 1984. 1/ Cases that were completed or terminated or were
pending are shown in table 19.

Bilateral or multilateral agreements

Another factor influencing agricultural trade has been bilateral or
multilateral agreements between governments concerning particular agricultural
commodities such as wheat, soybeans, sugar, or cotton. As part and parcel of

these agreements, barter/countertrade agreements are frequently negotiated.
Highlighted below are selected leading agreements that influenced world
agricultural trade during 1979-84.

United States-U.S.S.R. grain agreement.--The first long-term grain
agreement (LTA) between the United States and the U.S.S.R. was signed on
October 10, 1975, providing for a purchase of 6 million metric tons of U.S.
grain annually, with an addition of 2 million metric tons more of grain
purchases possible without further Government-to-Government consultation. 1In
January 1980, President Carter embargoed sales of U.S. grain above the
purchase level of 8 million metric tons specified in the LTA. 2/ 1In April
1981, President Reagan lifted the embargo. The LTA was extended without
modification until August 1983, when another 5-year LTA was signed providing
for annual sales of 12 million metric tons of wheat, corn, soybeans, or
soybean meal. In January 1984, in its first semiannual consultations with the
Soviets, the United States offered to raise the amount specified to 22 million
metric tons, but the U.S.S.R. declined to accept and in September 1984 the
United States reiterated its offer of the 22-million-metric-ton purchase level
for crop year 1984/85.

1/ U.S. International Trade Commission, U.S. Embargoes on Agricultural
Exports: Implications for U.S. Agricultural Industry and U.S. Exports (USIIC
Publication 1461), December 1983; and Frank Gomme, "USSR Likely to Remain Key
Presence in World Grain Trade,™ Foreign Agriculture, February 1985, pp. 9-11.

2/ Sources: Susan Epstein, "Agriculture: *"Section 301 Unfair Trade Cases,"
Issue Brief, Congressional Research Service, Aug. 28, 1984, and Ellen
Terpstra, "Agriculture: ™Section 301 Unfair Trade Case,"™ Issue Brief,
Congressional Research Service, May 14, 1982; and U.S. International Trade
Commission, Operation of the Trade Agreements Program 35th Report (USITC
Publication 1535), June 1984, pp. 367-372.
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Table 19.--Agricultural cases filed or pending under sec. 301 of the
Trade Act of 1974, 1984

:Country or:

. Nature of allegations
scountries :

Case_

.

Wheat flour exports : EC Unfair export subsidies injuring U.S.
A exports to third country markets.
EC-----—-: Preferential EC import duties injure

U.S. exports to the EC.

.

Citrus products imports—-----

06 o8 a0 o0 e

Sugar exports EC- : EC exports subsidies injuring U.S.
: sugar exports and depressing world
] : :  prices.
Poultry exports : BC and : EC and Brazilian export subsidies
: Brazil.: displace U.S. exports from third-
: : country markets and undercut
: : prices.
Canned peaches, canned : :
pears, and raisin imports--: EC---—-——- : Internal EC production subsidies
: : have displaced U.S. exports to
: the EC.
Pasta exports EC : EC export subsidies threaten serious

o e e oo

prejudice to U.S. pasta manufac-
turers by displacing U.S. products.

.
o o0 oo

Soybean oil and meal exports
and imports :

Argentina, These countries' use of export

: Brazil, : subsidies, tax rebates, consump-
: Canada, : tion quotas, and subsidies for
: Malaysia,: their domestic processors have
: Spain, displaced U.S. exports of soybeans
: and : and products from world markets.
: Portu- : '
: gal. 1/ : .

Rice exports : Taiwan---: Export subsidies restrict U.S. rice
: : exports to third-country markets
: : and burden the U.S. price-support
: : program.

Cattle hide exports----------: Argentina: Unfair export taxes on Argentine

cattlehide exports burden the U.S.
tanning industry.

1/ The petitioner, the National Soybean Processors Association, alleged that
these 6 countries engaged in these practices to 1 degree or another; the
United States Trade Representative (USTR) accepted complaints only against
Brazil, Spain, and Portugal.

Source: U.S. International Trade Commission.
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The United States, like all of the other major grain and oilseed
suppliers to the U.S.S.R. except Australia, has some sort of grain-trading
agreement with the U.S.S.R. 1/ Among the other countries with such agreements
in effect for crop year 1984/85 are Canada, Argentina, France, Brazil, Hungary,
Austria, and Thailand.

United States-China agreements.--The United States and China signed a

4-year long-term grain agreement in 1980 in which the Chinese committed
themselves to purchasing a minimum of 6 million metric tons of wheat and corn
annually during 1981-84. 2/ 1In January 1983, the Chinese Government announced
that it would cease purchases of U.S. cotton, soybean, and chemical fibers in
response to a decision by the U.S. Government to tighten U.S. imports of
Chinese textile products. 3/ In August 1983, the United States and China
signed a new textiles trade agreement that was retroactive to January 1, 1983,
and that runs until December 31, 1987. However, the Chinese did not purchase
the contractual minimum of 6 million tons of grain during 1983 (purchasing
instead 3.8 million tons), nor was it anticipated that they would meet the
6-million-ton minimum in 1984 as well. 4/

Apart from the textile trade dispute, expanded Chinese production of
cotton, soybeans, and grain has made it unlikely that China would import the
amount of these products imported in the late 1970's and early 1980's. 5/ The
other LTA's of China with the EC, Argentina, and Australia expired by the end
of 1984, with the only other LTA on grain remaining, with Canada, set to
expire in July 1985.

United States—Mexico agreements.--For several years, the Mexican

Government's commodity supply agency (State-trading corporation) CONASUPO, and
the U.S. Department of Agriculture have signed l-year agreements in which
Mexico indicates its intended purchases in the next calendar year of
agricultural commodities. Prior to 1982, however, Mexico did not receive
financing or credit (except short-term, 180-day financing) guarantees under
programs of the Commodity Credit Corporation (GCC) of the USDA. 6/

1/ Frank Gomme, op. cit., p. 10.

2/ Sources for this section include, U.S. International Trade Commission,
Operations of the Trade Agreements Program 34th Report, 1983, and 35th Report,
June 1984 (USITC Publications 1414 and 1535), pp. 220-222, and p. 374,
respectively; and U.S. Department of Agriculture, China Outlook and Situation
Report, June 1984.

3/ Jon Scheid, "China Imposes Embargo on U.S. Soybeans, Cotton After Textile
Negotiations Fail,™ Feedstuffs, Jan. 24, 1983, p. 4; "China Curbs Import of
U.S. Products,™ The Washington Post, Jan. 20, 1983; and "China Removes Ban on
U.S. Farm Goods," The Washington Post, Sept. 8, 1983.

4/ U.S. Department of Agriculture, China and Outlook and Situation Report,
June 1984, p. 13.

5/ Ibid., p. 13.

6/ For a full description of the CCC export programs, see the section below
entitled, “Export Programs."
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In 1982 and 1983, however, Mexico experienced drought and adverse growing
conditions necessitating sizable imports of grains and other foodstuffs.
Oowing to its sizable foreign debt, Mexico experienced difficulties in
obtaining the U.S. dollars to purchase U.S. agricultural commodities. 1/
Mexico for the first time requested U.S. Government assistance to purchase
needed agricultural commodities in fiscal year 1983 (Oct. 1, 1982-Sept. 30,
1983); the CCC provided credit to Mexico of $1.3 billion, with most used for
feed grains, oilseeds and oilseed meal, and poultry products. The credit took
the form of CCC guarantee of private loans from banks (under the CCC Credit
Guarantee Program, GSM-102); Mexico was the largest recipient of these funds
in that year (the latest for which published data are available). 2/ Mexico
was further authorized another $400 million of credit guarantees in October-
December 1983. 3/

, International commodity agreements.—-The primary multilateral agreements
covering agricultural commodities to which the United States belongs are the
international commodity agreements on coffee, sugar, wheat, jute, and natural
rubber. 4/ These international commodity agreements differ greatly in actual
provisions of their programs, but are generally agreements negotiated between
producing and consuming countries aimed at reducing fluctuations in prices,
improving long-run producer earnings, and delivering a more steady and
reasonably priced commodity to the consuming country. 5/ Except for the
Interntional Wheat Agreement (IWA), the United States belongs to the five
named agreements as an importing or consuming nation. The principal activities
of the IWA include mainly exchanging trade data, collecting information on
food needs, and providing food aid to developing countries; there is no
provision for buffer stocks of wheat or minimum export/import price levels,
unlike the other agreements. In 1983, the United States joined the Inter-
national Coffee Agreement, which does provide for some measure of export
controls, and the International Jute Agreement, which provides for suggested
price terms.

1/ U.S. International Trade Commission, OTAP 35th Report (USITC Publication
1535), June 1984, pp. 282-307. i

2/ U.S. Department of Agriculture, Summary of Exports, December 1982, and
Notice to Exportérs: Status on GSM-102 and Blended Credit, Sept. 1983; and
The World Food Institute, Robert Wisner and Craig A. Chase, World Food Trade
and U.S. Agriculture, 1960-83, Iowa State University., Ames, IA, August 1984,
Pp. 41-42.

3/ U.S. International Trade Commission, OTAP 35th_Report (USITC Publication
1535), June 1984, p. 301.

4/ This section draws heavily on U.S. International Trade Commission, OTAP
34th and 35th Reports (USITC Publications 1414 and 1535), 1983 and June 1984,
PP. 95-102, and pp. 131-142.

5/ For general background on international commodity agreements, see U.S.
Senate, Committee on Finance, International Commodity Agreements, a Report of

the U.S. International Trade Commission, Washington, DC, 1975.
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Voluntary meat export agreements.—-The U.S. Department of Agriculture
monitors imports and U.S. production of certain meat of cattle and sheep
(except lamb) and negotiated certain voluntary export restraint agreements
" (VRA's) or exchanged letters of understanding covering such products with the
principal suppliers of such meat to the United States during 1979-84. 1/ By
virtue of certain conditions set forth in the Meat Import Act of 1979, 2/
certain meat of cattle and sheep (except lamb) are subject to an absolute
quota by Presidential proclamation. In 1979, quotas amounting to 1.6 billion
pounds were imposed but were later suspended that same year. During 1980-81,
no quotas were imposed, nor were there voluntary restraint agreements in
effect. In 1982, VRA's were negotiated with the leading meat-supplying
countries of Australia, New Zealand, Canada, Mexico, and certain Central
American countries. The three largest supplying countries——-Australia, New
Zealand, and Canada--in August 1983 agreed voluntarily to limit their exports
to the United States for the remainder of that year. 3/ There were no VRA's
negotiated during 1984, nor were quotas imposed.

U.S. production supports and marketing programs

Key provision of the U.S. agricultural support programs will be
highlighted in greater detail under the commodity sections of this report, but
an overall summary of the program is presented here. 4/ The Agricultural and
Food Act of 1981, the Agricultural Programs Adjustment Act of 1984 (which
amend the statutory provisions of the Agricultural Adjustment Act of 1938), and
the Agricultural Act of 1949 provide the basis for the Federal Government's
agricultural support program. 5/ The commodities supported include certain
grains (wheat, rice, corm, sorghum, barley, and oats); soybeans; peanuts;
dairy products; cotton; wool and mohair; sugar; honey; and tobacco.

The four key provisions of the price-support program are nonrecourse
loans, the farmer-owned grain reserve, deficiency payments, and reductions in
planted acreage. Nonrecourse loans are made to farmers at a specified loan

1/ Additional description of the VRA's on meat is discussed under the
sections on "meats, including poultry and eggs."

2/ Public Law 96-177, approved Dec. 31, 1979 (19 U.S.C. 1202).

3/ VRA's were negotiated with Australia and New Zealand, and letters of
understanding were exchanged with Canada.

4/ This section is drawn from a variety of sources, including U.S.
Department of Agriculture, Economic Research Service, Background for 1985 Farm
Legislation (separate reports on Dairy, Soybeans, Corm, Barley, Wool and
Mohair, Rice, Oats, Tobacco, Cotton, Peanuts, Wheat, Meats, Sorghum, Sugar,
and Honey), September 1984; Congress of the United States and Congressional
Budget Office, Crop Price-Support Programs: Policy Options for Contemporary
Agriculture, February 1984.

5/ The Agriculture and Food Act of 1981 (Public Law 97-98) expires at the
end of the 1985 crop year, and if it is not extended, and if new legislation
covering this area is not enacted by the Congress, the "permanent™ legislation
encompassed in the two cited acts of 1938 and of 1949, suspended since 1970,
would tecome effective.
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rate or price support per unit of production. Farmers may store crops and use
them as collateral for a 9- to 12-month period, after which they either elect
to repay the loan plus interest or the Government agrees to accept the pledged
commodity as full payment. As part of this support, the farmer was reimbursed
by the Government by agreeing to reduce the planted acreage in the commodity
and to abide by other provisions governing conservation practices. According
‘the Congressional Budget Office (CBO), acreage reduction during 1979-84 was
used on a large scale in response to burdensome crop supplies, low prices, and
record price-support outlays by the Federal Government. 1/ Under the
farmer-owned grain reserve, the Government provides a nonrecourse loan and
annual payments to farmers to store pledged grain generally for a 3-year
period or until market prices or supply conditions dictate that this grain be
released into the market. Another innovation of the price-support program
during this period was the so-called Payment In Kind (PIK) added in 1983 and
continued for wheat in 1984. Under the program, farmers were obliged to
reduce acreage without compensation for part of their eligible acreage and
were reimbursed for further acreage reductions on the basis of 95 percent of
the normal farm yields for wheat and 80 percent of such yields for other crops.

During 1979-84, U.S. Government expenditures for price-support operations
rose sharply, peaking at about $19 billion in fiscal year 1983/84, as shown in
the following tabulation, compiled from data supplied by the CBO (in millions
of dollars): 2/ )

: Commodity Credit Corporation price-support
and related expenditures
Other :

 “Year ended Sept. 30-- f

: Major crops 1/ . " oymodities 2/ : Total
1979 - ——=: 1,647 : 1,925 : 3,572
1980-——————————mm— : 2,153 : 564 : 2,717
1981 ———=: 1,370 : 2,630 : 4,000
1982—————————m——mm— =l 8,989 : 2,609 : 11,598
1983 —————-——=————————— 12,549 : 6,208 : 18,757
1984 3/-—-———-———-—m———=1 1,449 :

4,504 : 5,953
1/ Wheat, feed grains, rice, upland cotton, and soybeans.
2/ Dairy, other commodity programs, interest, and administrative and
nonadministrative expenses.
3/ Projected as of February 1984.

On the basis of provisions of the support programs, the CBO projected in
early 1984 that expenditures for price-support will average $12.1 billion
during fiscal years 1984/85 to 1987/88. 3/

1/ CBO, op. cit., p. 6.
2/ CBO, Supra., p. 31.
3/ CBO, Ibid., p. 32.
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In order to protect domestic agricultural support programs section 22 of
the Agricultural Adjustment Act of 1933, as amended (7 U.S.C. 624), authorizes
the President to impose fees or quotas on imported products. Section 22
authorizes such fees or quotas when it is determined that imports are entering
or are practically certain to enter in such quantities as to render or tend to
render ineffective,. or materially interfere with, any price-support or other
program of the Department of Agriculture. Currently, section 22 fees apply to
U.S. imports of sugar and quotas apply to U.S. imports of dairy products,
peanuts, cotton, and certain sugar containing products. 1/ Provisions of

these quotas vary, but in general an annual quota is set to prevent disruption
of the domestic price-support program.

Foreign povernment programs affecting agricultural trade

As mentioned previously, virtually all governments of the world have
programs that affect food and fiber production, whether oriented at support of
their own farmers and processing industry or toward their consumers with
regard to food subsidies or phytosanitary requirements. 1In examining changes
in world trade flows of agricultural products during 1979-84, 15 countries/
regions with key agricultural Government programs that most directly affect
U.S. exports or imports of agricultural products were studied as follows:

Commodity program import
or export oriented in
impact on world trade

Country/region Commodity affected

ss o8 oo oo es e

@6 00 as 06 a8 s 00 fee s e

European Community (EC)---: Grain Export
Dairy Export

Meat (poultry) : Export

Oilseeds : Import

Fruits and vegetables : Import

Australia—---———--——ueo Grain : Export
: Dairy : Export

: Meat : Export
Japan—-———————~-m—- e : Grain : Import
: Dairy : Import

: Meat : Import

: Oilseeds : Import

: Fruits and vegetables : Import

New Zealand---------—---—-: Dairy : Export
: Meat : Export
Brazil---—————-mm e : Oilseeds : Export
: Grain : Import

: Feuits and vegetables . Exporbl
Argentina---——-——---oc—m—- : Grain : Export

Oilseeds : : Export

TYEE Y]
.
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: Commodity program import
Country/region : Commodity affected : or export oriented in
: : _impact on world trade

.
.

Canada---———————————————— : Grain : Export

: Oilseeds : Export

: Meat : Export
USSR——--~ --: Grain : Import

: Dairy : Import
Thailand-————-——————cc o~ : Grain : Export
PRC-—— e : Grain : Import
Egypt———-~——---- -: Grain : Import
Republic of Korea—------—-- : Grain : Import
Mexico---—- , : Grain : Import
Taiwan--- -- : Grain ~: Import
Malaysia——- : Oilseed : Export

..

These foreign government programs are examined in detail in the commodity
sections of this report regarding world trade patterns and shifts.

U.S. export programs

The U.S. Government sponsors several programs designed to promote and
develop new markets for U.S. agricultural products. These export market
development programs are administered by the Foreign Agricultural Service of
the U.S. Department of Agriculture and include the Industry Foreign Market
Development Program (cooperator program); the Export Incentive Program; the
Regional State Export Groups Program; the Trade Opportunity Referral Service
Programs; and trade fairs, commodity identification, and product-testing
studies. The cooperator program is the major market development program,
accounting for 90 percent of expenditures; the program objective is to
develop, expand, and maintain long-term commercial markets for U.S.
agricultural exports.

~ Other U.S. Government export assistance programs include concessional
exports under the Agricultural Trade Development and Assistance Act of 1954
(Public Law 480), Agency for International Development (AID) program exports,
and U.S. Government loan guarantees though the Commodity Credit Corporation of
the U.S. Department of Agriculture.

1/ The U.S. import quotas on sugar are pursuant to headnote 2, to subpt. A,
pt. 10, Schedule 1 of the Tariff Schedules of the United States; sec. 22 fees
apply to imports of sugar, and sect. 22 quotas limit imports of certain
sugar-containing articles.
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Title I of Public Law 480 provides for U.S. Government financing
(long-term, low-interest) of sales of agricultural products to friendly
countries with low per capita GNP ($730 or less per year). Title II of Public
Law 480 provides for food aid donations. The AID program provides financial
grants and loans for agricultural products purchases. U.S. concessional
exports peaked in fiscal ‘year 1980 at $533 million and have trended downward
since (table 20). Wheat and wheat flour have been the principal products

exported.

The U.S. Government, through the CCC of the USDA operates a program of
loan guarantees to aid exporting firms in making sales to foreign buyers
unable to obtain commercial credit. Under the program, private lending
jnstitutions provide short-term or intermediate-term credit, and the CCC
guarantees repayment of the loan and part of the interest. Mexico received
over $1 billion of CCC.credit in fiscal years 1982/83 and 1983/84.

In addition, the U.S. Government developed a *Blended Credit Program" in
fiscal year 1982/83 to encourage agricultural exports. The program involves a
blend of interest-free Government loans and CCC credit guarantees that cover
up to 98 percent of the principal and up to 8 percentage points of interest.
The blended credit program is used for sales beyond the levels that recipient
countries would have purchased without the program. U.S. exports under CCC
credit programs increased irregularly from $63.2 million in fiscal year 1978/79
to $5.0 billion in fiscal year 1982/83 (table 21).

CCC expenditure for long-term credit sales and foreign currency sales
ranged from $1.3 billion to $1.7 billion annually in fiscal years 1979/80 to
1983/84 (table 22). Net CCC expenditures for price-support and foreign
assistance programs increased from $3.8 billion in fiscal year 1979/80 to a
peak of $19.8 billion in 1982/83; in 1983, such expenditures amounted to
$8.4 billion. : _ S

Barter/countertrade

Another form of government program involvement in international trade in
agricultural commodities has become increasingly more prevalent, and that is
the barter and barter-type agreement in which agricultural commodities from
one country are exchanged in kind for other goods and services from another.
Barter trade may involve other nonmonetary exchanges or other reciprocal trade
such as counter trade. In the case of the United States, such barter trade in
agricultural commodities has frequently involved the U.S. Government, often
under provisions of the U.S. Department of Agriculture under Public Law 480
and under the CCC Charter Act. In the case of other countries, one or both of
the two parties to a barter or barter-type agreement frequently involve
governments or State-trading corporations with regard to agricultural
commodity trade. Private barter trade deals are often conducted in secrecy,
because once a type of product is known to be bartered, others will go after
similar deals. -Thus, “"the good countertrade deal is the onec you don't hear
about."™ 1/

1/ “Countertrading Grows as Cash-Short Nations Seek Marketing Help,™ The
Wall Street Jourmal, Mar. 13, 1985.
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Table 20.--U.S. concessional exports of farm products, by coﬁmodities and
program areas, fiscal years 1979-83

(In millions of dollars)

: : : : Concessional
‘ . - PL-480 :  Aid : Total : program
Commodity qﬁd”fiécal year ": Long- : : mutual : government : exports as
“(Octobet-September) , : term : Dona- : security : programs 2/: percent of
‘ : credit:tions 1/: : : total
: sales : : : : _exports
~-1983: : : oo ol : oo
Wheat and flour--——--—---——: 472.1 : 159.6 : 29.8 : 661.5 : 10.6
Corn S : 75.3 : 10.2 : 47.5 : 133.0 : 2.3
Soybean oil ‘ : 87.0 : 48.5 : 0: 135.5 : 29.3
Cotton-—-- . : 9.4 : 0 : 0: 9.4 : .6
Milk-nonfat dry—-———-——~———: 0 : 12.8 : 0 : 12.8 8.7
. Others- : 154.5 : 59.7 : 52.5 : 266.8 : .8
1982: : : : os :
Wheat and flour-———-———ee— s 497.6 : 69.3 : 0 : 567.0 : 7.4
Corn : 36.1 : 9.0 : 38.9 : 83.9 : 1.4
Soybean o0il- : 75.8 : 60.3 : 1.9 : 138.0 : 27.7
Cotton~-- t] 9.2 : 0 0: 9.2 ¢ .4
. Milk-nonfat dry-----——-—----: 0: 11.2: 0: 11.2 : 27.3
Others - : 103.6 ¢ 135.4 : 41.5 : 280.5 : 1.2
1981: . o : D : : :
Wheat and flour----------——: 495.1 : 83.0 : 0: 578.0 : 7.2
Corn—-- : 78.3.: 30.9 : 57.0 : 166.3 : 2.1
Soybean oil : 73.3: 96.6 : 0: 169.9 : 38.5
Cotton g : 3.2 : 0 : 0: 3.2 : .1
Milk-nonfat dry---—----—---—- : 0.: 34.5 ¢ 0 : 34.5 : 58.7
Others- : 123.0 : 241.3 : 84.3 : 449.1 : 1.8
1980: : : , : : :
Wheat and flour-———-——————- : 531.5 : 87.6 : 11.5 : 630.5 : 9.6
Corn - : 88.0 : 31.4 : 28.5 : 147.8 : 1.9
Soybean oil- : 62.8 ¢ 109.4 : 0: 172.2 : 22.0
Cotton——-—-: s 12.3 : 0 : 0 : 12.3 : .4
Milk-nonfat dry-——————--=—- : 0 : 22.7 : 0 : 22.7 : 53.4
Others : 164.8 : 225.4 : 142.8 : 533.0 : 2.4
1979: : : 2 3 :
Wheat and flour------------: 542.1 : 76.2 : 1.0 : 619.3 : 13.0
Corn- : 63.5 : 12.5 : 146.8 : 222.8 : 3.7
Soybean o0il--- : 34.4 : 85.5 : 1.8 : 121.8 : 17.3
Cotton - - : 18.4 : 0 : 0 : 18.4 : 1.0
Milk-nonfat dry--—--—-——---—- : 0: 22.8: 0 : 22.8 : 83.4
Others- : 134.3 ¢ 196.1 : 154.5 : 485.0 : 2.6

o ° 23

1/ Donations include voluntary relief agencies. The world food program, and
Government-to-Government conations.
2/ May not add due to rounding.

Source: U.S. Department of Agriculture.



Table 21.--U.S.
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concessional and CCC financed agricultural exports,
’ fiscal 'years 1979-83

(In millions of dollars)

Program types

e oo o0

X3

Fiscal year

ending September 30--

1979

1980

1981

1982

1983 1/

Total concessional
programs
CCC programs:
GSM-101
GSM-102 (credit
guarantees)—————--
GSM-102 (blended
credit)——————eo
GSM-5 (interest-free
loans for blended

credit) - :

GSM-201 (breeding
stock loans)—------

Total CCC programs—----
Total concessional

and CCC programs—----
Concession and CCC

programs as percent

of total U.S. Agric-

ultural Exports——----

s o6 oo s oo

.

.

FY I Y I Y

.

.

(X3

1,490.1

63.2

LYY

@ 06 o6 20 es oo

e

o oo o0 s

1,518.5

698.1

960 .

WM

1,401.0
118.6

1,743.6

e o0 oo foo e

1,089.8

1,386.5

s oo oo oo os

1,219.0

3,920.5

869.6

. 217.4

" 4.9

*e es oo

.o

1,658.3

3,176.8

708

00 00 00 00 00 00 00 05 foe s 06 06 00 06 06 00 06 06 o8 o8 0s o6 Jes o0

1,862.2

3,263.2

7.5

@6 o0 00 40 00 00 Jee o4 06 00 00 04 0 a6 s 08 oo

X

1,386.5

2,476.3

6.3

0o 00 Jes ee 06 06 o0 ee 26 06 08 08 s

e

L Y B Y S Y Y

5,007.5

6,226.5

17.9

1/ Preliminary.

Source: U.S. Department of Agriculture.



Table 22.--Commodity Credit Corporation:
foreign assistance programs of the U.S. Depar

years 1979-83

39

Expenditures and receipts for CCC and

(In millions of dollars)

tment of Agriculture, fiscal

Piscal year beginning Oct. 1--

2/ Includes sales proceeds for

and $8,555 million in fiscal year 1983/84.

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

Agriculture.

Note.—-Because of rounding, figures may not

2dd to the totals shown.

Item : : : : :
. 1979 . 1980 ) 1981 : 1982 T 1983
Gross expenditutes : : : : H
(outlays): : : H : H
Loans for commodities----: 3,866 : 5,623 : 11,358 : 13,622 : 5,130
Purchases of commod- s : : : :
ities : 2,643 : 2,503 : 2,593 : 7,644 : 7,626
Storage and handling-----: 133 : 200 : 239 : 487 : 398
Producers storage H : H : :
payments---——--===--=-=3 254 : 32 : 679 : 964 : 268
Payments to farmers------ H 418 : 1,030 : 1,491 : 3,599 : 2,117
Short and intermediate -: : : : :
term export credit : H H : H
sales : 719 : 22 : 46 138 : 147
Interest-——-—=-c—==c=-===3 1,086 : 1,194 : 19 : 4,034 : 1,641
Operating expenseg-------: 164 : 168 : 302 : 334 373
PIK entitlements------=--: - - -3 420 : 8,445
All others l/—---—-======: 949 : 1,142 : : :
Subtotal-——-~=cmem=-- : 10,266 : 11,914 : 17,297 : 31,983 : 27,212
Receipts: . : : : :
Repayments of commodity: H : : :
1 s H 3,932 S,449 : 4,342 : 9,089 : 10,292
Sales of commod- : : H : :
ities 2/-------mmmc : 962 : 902 : 562 : 1,619 : 9,251
Export credit sales-—---: 1,386 : 1,005 : 330 : 80 : 64
Interest income----- : 568 : 973 : 92 : 509 : 577
Dairy assessment-------: - - - 254 : 832
All other-—--—e—m-ceo=e=: 340 : 371 : 356 : A24 : 801
Subtotal-----=-eem=ee=? 7,188 : 8,700 : 5,682 : 11,975 : 21,817
¥Met change in working : : : : :
capital----ceccmmaoomommm H -327 : 822 : 38 : -1,157 : 1,921
Wet expenditures (gross H : : - : :
expenditures less H : : : :
receipts plus net change : : : : :
in working capital)-—----: 2,751 : 4,036 : 11,653 : 18,851 : 7,315
Poreign assistance : : : : :
Prograns (FAP): : : : H H
Gross expenditures : : : : :
(outlays), (sales for : : : : :
foreign currency): : : : : :
Long-term credit : : : : :
sales : 909 : 846 : 832 : 843 : 804
Poreign donations-------- : 597 : 847 : 515 : 557 : 656
Subtotal-----ccmmmm——e- : 1,505 1,694 : 1,347 : 1,400 : 1,459
Receipts: : : : : :
Foreign currency 3 : : : :
saleg-————=--——cmmmo=t 170 : 151 : 108 : ‘83 : 40
Long-term credit H H : H :
sales----——--memmmmoost 262 : 289 : 310 : 355 : 334
Subtotal-------==-- : 432 : 440 : 418 : . 408 : 374
Met expenditures (gross : : : : :
expenditures less : : : : :
receiptg)---—----=-=-o-=- : 1,073 ¢ 1,254 : 929 : 992 : 1,085
Total net expenditures for : : : : :
CCC and foreign assist- : 3 : : :
ance programs----—--------: 3,825 : 5,290 : 12,582 19,843 : 8,401
1/ Includes expenditures under the Mational Wool and Mohair Program.

PIK of $1,062 million in fiscal year 1982/83,
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Two studies provide most of the comprehensive data reported on world
barter/countertrade transactions, and although both studies were published in
1982, they are now somewhat out of date. A USDA study done in April 1982
indicated that there were no barter transactions occurring during January
1976-January 1982 under provisions of the CCC Barter Program. 1/ As reported
by the USDA, a large number of agricultural exporting or importing countries
rely on barter, particularly NME's or developing countries with foreign
currency shortages or exchange controls. 2/ - The Commission also undertook its
own study in 1982 on barter/countertrade, although it was aimed at
nonagricultural trade. 3/

" WORLD TRADE PATTERNS AND SHIFTS

With economic recovery underway following the 1980-82 world recession
(table 23 and fig. 1), world trade is expanding (fig. 2) and inflation in the
developed countries is largely under control (fig. 3). . Although economic
indicators are pointing toward continued economic growth, it is unlikely that
world trade will expand at the pace of the 1970's. Increases in trade will be
tempered by the pattern of the worldwide recovery in which growth has been
concentrated in only a few of the developed countries outside of the United
States and in some of the middle-income developing countries.

Table 23.--Estimated world real gross national product, by area, 1979-83

(In biliionsvof U.§..dollars)

Area 1979 7 1980 P 1981 1982 1983
World : 12,500 : 12,700 : 13,000 : 13,000 : 13,300
Developed : 7,590 : 7,680 : 7,830 : 7,790 : 7,790
Less developed-———————ceee : 2,030 : 2,130 : 2,160 : 2,180 : 2,190

.
-

Source: Central Intelligence Agency, Handbook of Economic Statistics, 1984.

Demand for agricultural exports in the post recessionary period is
expected to be strongest in Japan and other Far Eastern countries, the Middle
East, and Canada given their level of economic performance in 1984. The
United States will also remain a major world export market, a result of the
fast-paced economic expansion and the value of the dollar.

1/ U.S. Department of Agriculture, Donna Vogt, Cathy Jabara; and Dee Linse,
Barter of Agriculture Commodities (IED staff report), April 1982, PP. 15-16.

2/ Op. cit., pp. 11-12.

3/ U.S. International Trade Commission, Analysis of Recent Trends in U.S.
Countertrade (USITC Publication 1237), March 1982.
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Figure 1.--World economic growth, 1977-84.

Percent charige

5

Source: U.S; Department of Agriculture.

Figure 2.--World trade in all commodities, 1977-84.

Growth rate (percent)
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Source: U.S. Department of Agriculture.
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Figure 3.--Annual inflation noted in major industrial areas, 1977-84.

Percent I Western Europe Canada [ Japan

15

Source: U.S. Department of Agriculture.
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Apriculture trade patterns and shifts

World trade in agriculture increased from $204 billion in 1979 to
$233 billion in 1980 and 1981 (table 24). Trade decreased in 1982 and 1983 to
$208 billion, reflecting the decline in world economic activity in the early
1980's and austerity programs undertaken by many of the developing countrxes
that slashed imports in order to pay off accumulated debt.

Volume and value of world agricultural trade

During 1979-83, the value of world agricultural trade, as reported by the
United Nations, increased from an index (1974-76=100) of 156 in 1979 to a peak
~of 181, or by 16 percent, in 1980 (table 25). Trade decreased over the next 2
'years by 12 percent, to an index of 159 in 1983. The developing countries
suffered a 10 percent decline in the value of their trade during 1979-83, from
an index of 169 in 1980 to 152 in 1983. During the same period, the
developing countries' volume of exports increased 11 percent from an index of
114 in 1979 and 1980 to 127 in 1983 (table 26). The developed countries
during the same period, however, experienced both an increase in volume and
value of trade. The value of agriculture trade increased from an index of 157
in 1979 to 190 in 1981, or by 21 percent. Exports of the developed countries
declined by 14 percent in 1982 and 1983 to an index of 163. The volume of
agriculture exports by the developed countries followed a trend similar to
that for value, but the changes were not of as great a magnitude. The index
increased 13 percent from 129 in 1979 to 146 in 1981 before dec11n1ng 3
percent to an 1ndex of 142 in 1983.

Low-value and high-value trade in world agricultural exports

World trade in high-value farm products (HVP's) 1/ was estimated to have
accounted for over one-half of the world trade in agricultural products in
1984, up substantially from its share in the 1970's. 2/ According to a USDA
study, imports of HVP's grew by $7 million to $10 billion per year over the
1970's to match and eventually surpass imports of the low-value products that
traditionally dominated agricultural trade. The key to this shift in the
composition of agricultural trade was increased affluence, which lead to many
countries trying to upgrade and diversify diets.

1/ HVP's include semiprocessed products, highly processed products, and
high-value unprocessed products. All other products are considered low-value
products. This definition conforms to the compromise definition adopted by
the Economic Research Service and the Foreign Agricultural Service of the U.S.
Department of Agricurture.

2/ U.S. Department of Agriculture, High-value Agricultural Exports: U.S.
Opportunities in the 1980's U.S. Agricultural Economic Report 188, Sept. 1983.
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Table 24.--Agricultural products: World exports, by selected
leading commodities, 1979-83

(In billions of dollars)

.

Commodity ° 1979 - 1980 1981 . 1982 o 1983
Animal products: : : : : :
Meat, fresh, chilled or : : : : :
frozen : 15.6 : 17.3 : 17.9 : 16.5 : 15.9
Meat, prepared or s : : : :
preserved : 2.3 : 2.5 : 2.3 : 2.3 : 2.3
Milk : 4.0 : - 4.9 : 5.0 : 5.1: 4.6
Butter : 2.9 : 3.5 3.9 : - 3.5 : 3.0
Cheese- : 3.8 ¢ 4.1 : 4.1 : 4.1 : 3.9
Total : 28.6 : 32.3 : 33.2 : 31.5 : 29.7
Cereals (grain): : : 3 : :
Wheat and flour-—-—-—--—-———- : 13.3: 18.7 : 20.0 : 18.1 : 17.9
All other grain : 17.3 ¢ _22.0 : 24.1 :  18.0 : _17.8
Total : 30.6 : 40.7 : 44.1 : 36.1 : 35.7
Oilseeds and products: : : : : :
Soybeans : 6.9 : 7.1: 7.4 : . 7.0: 6.8
Oilseed meals : 4.7 : 5.4 : 6.2 : 5.4 : 6.3
Fats and oils : 1.4 : 1.3 : 1.2 : 1.1 : 1.0
Total : 13.0 : 13.8 14.8 : 13.5 : 14.1
Tobacco : 3.8 : 3.8 : 4.4 : 4.6 : 4.2
Cotton and linters——-----=——--: 6.7 : 7.8 : 7.4 : 6.3 : 6.6
Tropical products: : is o : :
Sugar : 9.1 : 14.7 : 14.8 : 11.3 ¢ 10.6
Coffee : 12.1 : 12.5 8.6 : 9.3 : 9.6
Cocoa beans—- : 3.3 2.9 : 2.2 : 2.0 : 2.1
Oranges, fresh : 1.9 : 2.0 : 1.8 : 1.8 : 1.7
Bananas, fresh : 1.2 ¢ 1.3 : 1.4 : ‘1.5 ¢ 1.3
Total : 27.6 : 33.4 : 28.8 : 25.9 : 25.3
Grand total s 110.3 : 131.8 : 132.7 ¢ 117.9 : 115.6
Total of all agricultural : : : : :
products s 204.1 : 232.9 : 232.5 : 212.1 : -207.5

Source: Compiled from official sta

tistics of

the United Natioms.
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Table 25.—Agricultural products:
regions, 1979-83

World export value, by principal

156,:

. 181 ¢

180 :

162 .

Regions 1979 1980 1981 o 1982 1983
. - 1974-76 = 100-

Developed market economies: : IR : :
North America 148 181 : 191 164 162
United States—— 156 : 185 : 194 164 : 162
Western Europe 178 . 206 : 202 : 189 : 182
Oceania 134 : 176 : 188 : 173 147
Other countries 130 : 182 : 185 : 136 : 106
Subtotal 160 : 192 : 196 : 176 : 168

Developing market : :

economies: : : : : :
Africa- 147 : 148 123 . 115 : 113
Latin America 159 : 176 : 171 : 150 : 165
Near East 124 136 : 156 : 149 156
Far East 167 : 191 188 : 163 : 164
Other countries 219 : 217 160 : 140 : 146
Subtotal 156 : 172 . 165 : 147 . 154

Centrally planned market : :

economies: : : : :
Asian 119 : 135 126 : 122 : 126

Eastern Europe and the : : : B
U.S.S.R 132 : 139 : 135 : 127 : 112
Subtotal : - 128 137 : 132 : 126 : 116
“All developed countries 1/—: 157 : 188 : 190 : 171 : 163

All developing : s . : : e
‘countries 1/ 154 : 169 : 162 : 145 : 152
Grand total 159

1/ Index includes non-market economies.

Source: Compiled from official statistics of the Food and Agriculture
Organization (FAO) of the United Nations and of the U.S. Department of

agriculture..
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Table 26.—Agricultural products: World export volume, by principal
regions, 1979-83 ‘

Regions ‘ . 1979 1980 o 1981 1982 1983
: 1974-76 = 100

Developed market economies: : : : :
North America — : 138 : 156 : 157 . 152 : 147
United States——wmmm—e—e— 146 : 161 : 161 : 151 : 143
Western Europe B 131 : 141 ¢ 151 : 150 : 156
Oceania H 116 : 137 . 126 126 . 121
Other countries T 109 : 122 133 : 120 : 90
Subtotal—— : 131 : 146 : 150 : 148 147

Developing market . : C : :

economies: : : : : :
Africa : 87 : 87 : 88 90 89
Latin America : 124 119 : 129 . 127 : 139
Near East B 93 : 94 110 : 118 : 126
Far East: : 125 133 139 : 147 141

Other countries— — 135 : 136 : 134 : 132 : 128 -

Subtotal T 115 : 115 : 122 124 129

Centrally planned market : : : :

economies: 4 : : : : :
Asian : 101 103 : 92 . 100 : 107

Eastern Curope and the : : : :
U.5.8.R : 99 100 : 101 : 101 . 96
Subtotal - : 100 : 101 : 98 : 101 : 99
All developed countries— 129 : 142 146 : 143 : 142
All developing countries : 114 : 114 : 120 : 123 : 127
Grand total : 123 : 132 : 137 136 : 137

Source: Compiled from official statistics of the Food and Agriculture
Organization (FAO) of the United Nations and of the U.S. Department of

Agriculture.

Note.—The volume index is based upon 1,000 metric tons.
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The effect of increased affluence and changes in diet can be seen in the
countries that account for the bulk of the imported HVP's. In 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. This shift occcurred as a result of the developing countries
purchases of HVP's outpacing those of the developed countries.

The increased purchases by the developing countries reflects the desire
of many countries (at both the political and consumer level) to upgrade diets,
diversify diets, and provide the semiprocessed inputs needed to operate final
processing industries. These factors tend to make HVP demand extremely income
elastic. Elasticities of demand for HVP appear to be in the range of +0.5 to
+2 compared with a range of -0.1 to +0.5 for low-value farm products. 1/

According to the USDA study, semiprocessed products have accounted for
about one-half of the HVP traded, and the developed countries have been the
largest importers. Although this commodity grouping and country grouping will
continue to dominate HVP trade, the HVP trade is shifting toward the highly
processed and high-value bulk products. It is also anticipated that the
developing countries, in particular the middle-income countries and the
centrally planned economies, will expand their purchases of HVP faster than
the developed countries. :

Tables 27-31 show the changes in agricultural exports between low-value
and high-value products from 1979 to 1983 for the United States and seven
other major agricultural suppliers. 2/ In general, total agricultural exports
by the eight suppliers (including the United States) increased during 1979-83;
during this period, HVP's accounted for 52 to 54 percent of the eight :
suppliers agricultural trade. .

From 1979 to 1982, agricultural exports by the eight suppliers increased
from $87 billion in 1979 to $111 billion in 1982. Data were available for
only six of the suppliers in 1983. 3/ For those six suppliers, agricultural
exports increased from less than $83 billion in 1982 to over $84 billion 1983.

During 1979-83, U.S. agricultural exports increased from $35 billion in
1979 to $44 billion in 1981 and then declined to $37 billion in 1983. During
1979-82, the U.S. share of agricultural exports by the group of eight major
suppliers declined from 41 to 39 percent. 1In 1983, the U.S. share of the
group of six suppliers declined to 44 .percent compared with a 46-percent share
in 1982. LVP's accounted for nearly all of the decline in U.S. export value
over the period. -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 U.S.
share of LVP agricultural exports by the group of six suppliers declined from
67 percent in 1982 to 62 percent in 1983. The United States lost LVP market
share to Canada, Brazil, and the EC-10. ' :

1/ The income elasticities of demand were cited by the U.S. Department of
Agriculture High Value Agricultural Exports: U.S. Opportunities in the
1980's. U.S. Ag. Econ. Report No. 188, Sept. 1983, p. 19.

2/ These suppliers include Argentina, Australia, Brazil, Canada, EC-10, New

Zealand, and Spain.
3/ Brazil, Canada, EC-10, New Zealand, Spain, and the United States:



Table 27.—Agricultural exports, by selected suppliers, by major U.S. markets, and by

processing stages, 1979
(In nllllons- of dollars)
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Argentina

oo oo
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rocessi

and_p|
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e
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.
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[
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Wigh value——
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