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The systematic study of international economic relations has com-
manded 1ncrea$ed attention in recent years amongst both economists and
political scientists as the economic re]ations‘between nation states and
groups of countries héve intensified, changed in character, and generated
a weighty set of new and complex problems. Matters pertaining to foon
stuffs and other primary commodities are the subject of both unparalleled
cooperation and dangerous frictions between members of the international
community. Those involved in the conduct and the study of international
- affairs attach gréat weight to commodity policy issues in international
economic relationships. Equally, a range of "e*terna]" considerations have
been elevated ‘in impoftance'in national policy formulation for the agricul-
tural and food sector. Thus it is appropriate and timely that this Associ-

ation address the subject of agriculture in international economic relations.

In an address of tolerable length one can touch on only some of the
more salient features of a subject of enormous scope and infinite complexity.
I shall 6mit entirely any comments on the topics of world hunger and food
insecurity, on the manif61d intefdependencies between energy pricing and world
agriculture, and on the subject of "food power". My purpose is modest. First,
I provide aAshort inventory of some of the more prominent characteristiés of
contemporary international economic relations. This serves as an introduction

for some observations on the agricultural matters which are of importance in

*Invited addreséitb the Annual Meeting of the American Agricultural Economics
Association and the North Eastern Agricultural Economics Council, State
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the economic and political relations between major groups of countries.
Finally, I want to share with you some concerns I have about the parti-
cipation of members of our profession in international commodity policy

\

formulation and in conducting research and teaching in this area.

The Changing Character of International Economic Relations

~Even the most casual observer of international affairs must have

a éense that the world is in the midst of é vast historical transformation
in security, diplomatic and economic relations. Five characteristics of
the changes‘which are afoot seem to have particular import for understanding

the place of agricu]ture in international economic affairs.

"First, as Cooper has noted whereas strategic balance, territorial
integrity and idéologica] competition once constituted the main stuff of

higher foreign policy now foreign economic policy is the core of foreign

policy. The world problematique is increasingly defined in terms 6f the

economic relations between states, and its content is heavily weighted with
such specific matters as trade and ?onetary arrangements, economic develop-
ment and stability, supplies of food stuffs and raw materials, transnational

production, claims on the resources of oceans, and the like.

Second, there is a markedly greater degree of pluralism in world
political and economic relationships than hitherto. It was once appropriate
to view the world as a bipolar system dominated by the two nuclear super
powers. Now the world is shaped by the actions of a larger number of actors,
including the European Community, Japan, OPEC, the Group of 77, multinational
corporations, transnational elites, and the secretariats of intergovernmental
organizations. Power itself is no longer primarily military. New sources
and types of political power can be found for instance in command over key

resources such as food and energy, and in voting coalitions in multilateral
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institutions. The use of power however has become more complex in a multi-
polar world of shifting alliances in which different coaiitions of countries

faée each other on different issues [Hoffman].

Thirdly, the influence of the United States on international economic'
affairs has diminished. The'hrchitectureﬁof the post-war international economic
order was conceived by tne United States and the operation of its monétary,
trade and déve]opment sub-systens was secured and nurtured by this country.
Now the Bretton Woods monetary system.has been discarded; the tenets of the
GATTécentred‘trade system (1iberalism, non»discrimination,’observance of |
a mu]tilatera11code of fair}sommercial practice) are under assault; and the
deveToping countries have rejected the core assumptions upon whicn the old
economicrorden was founded. Internationa1 economic ré]ations must be re--

constructed, but the U.S. does not now have\the hegemnnicvpower to shapé
| international re]étions according to its'phi1030phy and'preferencesg Indeed,
the impnlse of the U.S. to.recoil from'a 1eadershipvr01e is strengthened by
its past~experience-of having had to bear a disproportionate share of the
~costs of sustaining the old economtc s&stem,-- money, trade, aid nnd world
food security -- and by the lack of appeal it now encounters internationally

for its conception of a 1iberal world economic order.

Fourth]y,'internattona] economic problems have incfeased in scale
and complexity and the_1inkages between them have multiplied. This‘has had
two important consequences. There is a grqwing lack of congruence between
the span of problems which afflict nations and the reach of the authority
and the competence of the nation state. Further, interdependéncies between
problems have proliferated to the point where it is increasingly difficult

to identify discrete problems and apply discrete solutions to them. Neces-
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sary conditions for accoﬁmodéting to this aﬁpect of international economic’
re]ationS'ihclude the willingness of natiOns tovpool their sovereignty in.
the attack oﬁ shared prob]ems;‘agreemeﬁt on the nature of solutions and modes
of cooperation; and the cfeation of intergovernmental institutions which are
structured and equipped to address présent-day issues ofAcommon,concern..
Reality is somewhat different. Nation states are 1oatﬁ to surrender their
autonbmy.. Sharp differences in the analysis of the_caUses of problems and
in preferred‘so1utions are the essence of international economic disharmony.
Most of our postwar'multilateral institutioné are vertiéa]]y structured,
harrOw]y comparmentalized, and provided with'mandates which are-not coinci-
dent}with either discrete contemporéry problems or clusters of intefrelated
_issUes, And;their membership spans countries at such disparate stages of
economic de9e1opment and,with such divergent économic_and‘politicaT ideolo-

gies'and objectives as to impede their'effective functioning.

it is nowfcommonplace to observe that functional economic ihterdepen-
dehce is an important part of‘our material prosperity and that this inter-
dependence is IQading to a genuine'world écondmy and an embryonfc global
: po]ity. Howéver.a fifth characteristic of evb]ving international economic
relationships is a growing perceptiohvthat ecdnomic interdependence has its
costs as we11 as its benefits. For instance, whilst U.S. advocacy of an open
world economy is partfa]ly posited on the conviction that economic interdepen-
dence will foster peaceful political relations between nations, it is quite
clear that deepenihg}economic interactions breed political frictions and
resented assymetries as well és amity. Additionally, the corollary of inter-
national interdependence 15 increased national vulnerability to 1n§tabi1ities
and dislocations of external origin. And multiplication of transnationéT

attachments erodes the authority of sovereign states by widening the area of
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conflict between national objectives and ihternational obligations, and by
narrowing the range of national policy choices. Awarenesé of the fact that
few countries see infefdependence as a goal and most are sensiﬁive to its
costs cah he1p c1arify our understanding of the'eéohomic behaviour of,nations.
Thus , the‘concept that states séek an optimum degree of interdependence which
is normally less than the maximum is helpful in accounting for the ténacity

- of economically irrational protectionist policies with respect to agriculture
and other sensitive industries. Further, the enduring conflict between those
who advocate a ?marketroriehte&'regime for trade in farm products and those
who counter with a demahd for a "market organization" approach to commodity
\produétion and trade through international agreements is really a clash .
befWeen a prescription for a‘dégree of interdependence which knows no bounds
other than the uncertain dictates of market forces on the one‘hand, and

a determination that the degree of interdependehce should be limited, codi-

fied and collectively managed on the other.

I am persuaded that these characteristics of international economic
relations are to be found in the agricultural issues which currently lie
between groups of states, and further, that these issues can be better under-

stood if they are viewed against this conceptual backdrop.

Inter—regiona1 Re]ationsvin Agriculture

Developed unntry Relations~

'Discussions’on'the future shape 6? trading arrangements for temperate
zone agricd]tura] products amongst the adVanged countries are centred in the
multilateral trade negotiations currently in progress under the GATT. The
matter of estab]iShing an international?y coordinated system of natibnal]y

held grain reserves now being explored in the International Wheat Council in



London will 11ke1y move to Geneva 1f anyth1ng of .substance can be agreed on

that nettiesome subJect

The trade negotiations are concekned'with the}traditiona] objéctive
of securing freer accessito,international markets by fufther lowering fariff
“and non-takiff trade barriers. But, in addition, the Current negotiations
are distinguished from thé_six previous GATT rounds insofar as an important
part of their purpose is to strengthen thevfules on fair trade by extending
~ the artié]es of the Agreement on such matters asinationa1 subsidy practices,

access to supp11es, and the use of safeguard procedures.

The United States has insisted that the negot1at1ons must y1e1d both
freer and-fa1rer trade conditions for her agr1cu1tura1 exports.. The reasons
are well understood . As a study by the Congressional Budget Office conc]udéd,

mu1t11atera] ]1bera11zat1on of trad1ng arrangements for farm products is
an opt1mum trade strategy,for the U.S. in terms of the attainment of a mix
of goals including enhancing domesticfpriCe énd income.stabi1ity; maximising
farm income; sustaining balance fn external payments; and-minimizing the
need for government intervention iﬁ&and_budgetary expenditures on the agr%-
cUitura],sector. Improved access to foreign markets for U.S. farm products
will be crucial if the recent gains in export earnings, farm incomes and
farm asset values should'prove to be due to the congruence of unusual and
~ transient events. But beyond the immediate national economic interest is
.a broader purpose. Agricultural trade arrangements are characteriied by |
neo-mercantilist natiohal policies, discriminatory regionalism and bilater-
alism, and the widespread use of national interventions which distort trade
but which are 1argé]y unfettered by the international rules of‘commercia]

practice embodied in the GATT. Hence bringing this aberrant sector more



surely within the framework of an open non-discriminatdry trading system
governed by ru1es of aceeptable conduCt has implications for the continuing
v1ab111ty of the Tiberal 1nternat1ona1 economic order which the U. S. has '

sought so 1ong to create and susta1n.

By contrast the conviction of the member countries of the European
Commun1ty is that the creation of further opportunities for expan51on of
~trade in agr1cu1tura] products must occur w1th1n the framework of a regulated

“international trading regime. The Commun1ty~has therefore proposed that 1nter-

national agreements be negotiated for a rangeaof commodities, with the specific

~ provisions of such agreements being tai1ored to the needs of each product.

In the.all—important;grains‘sector the Community has proposed that there be
eétablished an fnternationa] commodityvagreement’providing for minimum and
maximum.prices, imp]emented’by'the»manipu1ati6n of reeerve'stock levels, and |
with reciprocal supply and'pqrehaSe commitments..}dapan, whjlst‘exhibiting :
its characteristic passivity in international fora, is known also to favour
trade arrangements for agricultural products which wou1d assure her access

to supp11es at stable pr1ces such as might be prov1ded by forma1 intergovern-.
mental commod1ty agreements multilateral stocking arrangements, and tighter

rules govern1ng the nat1ona1 use of export controls.

It has been customary in the U.S. to describe the E.C.'s and Japan's
stance on agricultural trade arrangements in both,the Kennedy Round and the
current negot1at1ons as camouf]age for an unwillingness to expose their
inefficient agricultural industries to 1nternatlona1 competition. Certa1n1y,
the political inffuence-of the farm lobbies in Eurone and Japan is real enough,
and the importance of the French-German bargain and of the Common Agricultural

Policy as foundation and ce@ent‘respective]y of the union are still central

7



political equations)in the European experiment; However;ithe conventiona1
“protectionist™ argument does not, I thfnk, sufficient]y exp1ain the'gqu
which separétes the U.S. and other advénced countries on agnicuTtnral trade
po]icies The 1mpasse on agricultural trade policy is deep]y rooted in
differing national economic systems and contrasting der1vat1ve views of the

appropriate configurations of 1nternat1ona1 economic relations.

1n the United States the ascendent assumption about the national
economy fs-that economic activity should be governedvto the maximum degree
possib]e'by-manket mechanisms. As Shonfield has pointed out; this economic
philosophy carries over dinectTy}into international economic éffairs.v u.s.
commercia1'd1p1omac§ is primarily motivated by the desire to expand the area .
of influence of compet1t1ve markets and aimed at securing changes in the
'domest1c economic policies and front1er measures of other governments which
d1stort 1nternat1ona1 productlon and trade. Add1t1ona11y, the U.S. regards
detailed commerc1a1,codes as important because they enshrine the rules of
fair tradé practice, proVide an objective basis fon determining whén the
rules have been transgressed, and provide a quas1-aud1c1a1 process for

dea11ng out measured penalites for 1nfract1ons.

This mixture of laissez fa1re-and 1ega11sm does not mou]d the beha-

'}viour of other‘countries ~Both the EL and Japan conduct their national
economi¢ affairs with a much greater degree of d1r1g1sme than does the U.S.
More especially to our purpose, they regard their domestic agricultural
policies as components of a set of integrated industrial, regfona] and social
policies designed to secure, at a'measured'pace,.and‘by government guidance,
the kinds of societiesvtheyvare trying‘to build. Thi§ philosophy and prac-

 tice carries over into their international economic relations also. External



re]at1onsh1ps must be - managed in such a way as not to jeopardize the atta1n-
ment of broad nat1ona1 sectoral and regional development goa]s or force an
1nt01erab1e pace of 1ndustr1a1 restructurlng and social adJustment on part1-
cular groups or 1ead to an unplanned degree of dependence on external sour-
’ces or excess1ve exposure to externally generated‘1nstab111t1es. ‘Furthermore,
since interna} goals are constantly being redefined, the'prefenred style of
conducting commercial relations with other countnies favours»pragmatic‘mer-
"ginal edjustment through eontinuous negotiations and>conciTiation of disputes
'by mediation rather than the satisfaction of judicial rights embodied in
binding international eodes;v |

© With such profound differences in economic ph1losoph1es and d1p10mat1c
sty]es it is sma11 wonder that exchanges between the U.S. and Europe and
Japan on that most sens1t1ve of areas, agr1cu1ture oft-times appear to be

a d1a1ogue of the deaf

One looks to the future with some pess1m1sm. The time has long since
passed when the U.S. could impose its preferences on its fr1ends Tet alone
its antagonists, and the drift of the times seems to be away from both the
unmanaged interdependence characteristi; of open systems and the codificationi
of interdependence in enforceable laws. Further, forecasts of a sharply
rising supply price for U.S. agricultural output [Schuh, 1976] and the
instabilities experienced in world agrfcu]ture in the past few years have
manifestly not disposed Europe and Japan to either eCCept4a Tower degree of
agricultural self-sufficiency or to further expose their economies to the

vicissitudes of'unregu1ated wor]d food markets.

One fears that the response of the U.S. to a failure to have its way
on agricultural trade matters might be a refusal to tomplete=the negotiations,

vigorous use of the reta1iatory provisions of the 1974 Trade Act, and a dis-
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inclination to cooperate in other areas of economic’po]icy. Such a reaction
would be a grievous dispropnrtiong and pervense. :w1thfn the MTNs theré are
important mutual gains to be had in liberalizing trade in manufactures and

in selective strengthening of the GATT code. Beyond that, there is a host of
intra;group matters requiring attention; great urgency in coordinating the
developed countries' response to thé demands of the Third World and working
out how best to conduct économic exchanges with Socialist countries; and

a variety of global systems problems which will only yield to cooperative

solutions initiated by the advanced countries.

Meantime, Diebold's jndgment seems sound when he suggests that the

way agricultural trade issues between the developed countries will be resolved
is nof by a‘"cétching_up" to the more liberal arrangements achieved for other
products "Qut a'leap into a kind of cooperation which has not yet been estab-
lished in other fields". Howeven Miriam Camps" observation that ". . . the
advanced countries are not yet ready -- intellectually, psychologically,
bureaucratically -- for the radical course of far more integration of their
economies, far more coordination ofﬁnolicy, and far more collective management"
seems a fortiori and ominously true of théir relations on matters'pertaining

to agriculture.

East-West'Relations 

Only the most mindless optimist would suppose that military security
and ideological competitibn will soon cease to dominate the reiationship'
between the Western democracies and the Socialist countries. Nonetheless,
expanding-economic excnanges offer immediate and mutual economic gains, and
one hopes that expanding economic interdependéncies will raise the ecdnomic

cost of a retreat from the process of mutual restraint we term detente.
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There are a number of enduring lessons about the character of inter-
national economic relations between capitalist and centrally p]anned economies
to be learned from the experience of selling grains to the U.S.S.R.vover.the

past few years. I should 1ike to identify four of these.

First, the very method by which centrally planned economies conduct
their economic transactions with market economies poses problems. In pérticu--
lar, the skillful exploitation of unequal access to information between monop-
sonistic procurement agencies and uncoordihated sellers can result in an
assymetrical distribution of the benefits of economic exchanges. Indeed, it
may be thé case that because cehtra1 planners can consider the totality of
the implications of their external transactions whilst externalities and
secondéry effects are not perceived in adVancé -- or cannot readily be
internalized -- in market economies there is an inherent propensity for -
socialist counfrieé to:capture a disproportionate share of the'gains from
foreign commerce. This view has been disputed [CIEP, p.53] but I am not

persuaded that it is without substance.

Secondly, permitting Russia free access to Western food supplies
impedes the smooth functioning of the food system in the rest of the world.
In particular, so long as the Russians gear their production and cohsumption
targets for livestock products to the peaks of their variable indigenous grain
supplies, prevent rationing of consumption and resource reallocation by price
variation, and make up their deficits by sporadic forays into world grain
markets, they are bound to be a significant destabilizing influence. As we
have witnessed, the variability éf Ruséian import demand for grains can dis-
locate livestock production and consumption, destabilize prices, redistribute

incomes, and complicate commercial relations between exporters and regular
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- customers, and further, that these disturbances reach into the furthest .

corners of national societies and the world economy.

The U.S.S.R. is not, of course, the only source of variation in

export demand. - As RobertfPaalberg has noted, what distinguishes this com-
ponent of world trade is that whilst imposing substantial burdens on other
parties by their incursions into foreign markets the Russians have been able
to avoid sharing the costs of improving the performance of the world food
system -- improving information, creating security and stabilization reserves,
and proViding balance of payment support, food aid and agricultural develop-
‘ment assistance to developing countries facing inflated bills for food imports.
The "fkee-rider“ feature is objectionable enough. What is worse is that the
' ._U.S.S;R.'s'non%participation may impede the attainment of improveménts which

| those who are willing to work together are seeking to create. For instance,
it is quéstionab1é whether a durable multilateral system of grain reserves
could be effectively operated -- and hence negotiated -- in the absence of
a major traderand a prime‘éource of the instabilities the reserves are de-

signed to attenuate.

Finally, ad hoc accommodations to the problems caused by unstable
and unpredictab1e}export demand can forcé international economic relations
in directions which lead away from preferred goals. Thus, whiTst the poli-
tical necessity:and the economic advantages of the 1975 US-USSR agreement on
grains are well understood, still and all,it extended bilateralism, discrimina-
tion and government intervention in international transactions, which are
precisely the features of trade in agricultural products which U.S. commer-
cial diplomacy has long been bent on eliminating. Indeed, the fourth conclu-

sion I would wish to draw is that whereas the reshaping of international
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economic relations between advanced countries with predominently market
economies may well be directed towards ekpanding the scope for market forces

- and reducing the influence of government interventions, this is unlikely to

be feasible in dea]ingé between groups of countries with radically different
economic systems. This trade is in part politically motivated and it would
appear that’its’conduct will require a high degree of political direction too.
- This requirement in turn may necessitate changes in domestic marketing‘insti-
tutions, and demand a multilateral code of trade ruies which differ substan-

.tia11y from those embodied in the GATT.

' North-South Relat1ons

One of the more dramatic changes which has occurred in world economic
"and political re1ationships in the past two years is the success of the de-

. Ve]oping countries in shifting:the subject of their pqvertyvfrOm the peri-.
| " phery of world affairs to the centre. Their acéomp]ishmenﬁ has many causes
inc1dding'the,use of their numericaT preponderancé and voting solidarity to
| ensure that their cause_heads the agenda of all intergovernmental méetings;»
the success of OPEC as an examplar of their expectations and supporter of
their objectives; and the growing awarénes§ of the advanced societies that
- economic growth and political stability in the world is dependent upon reaching
an accommodation‘with the two-thirds of mankind who now constitute the fdown-

and-ins".

The objective of fhe LDCs is tb crown their political freedom with
their economic'emancfpation; They afe seeking to achieve the latter by
having-internationa1 economic relations changed in ways which will place a
floor under their present poverty and assuretheir accelerated economic develop-

ment for the future;
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Those who have followed the debates in the sixth and seventh special
sessions of the U.N. General Assembly, the North-South dialogue in the Con-
ference on International Economic Cooperation, and the courée of the fourth
United Nations Conference on Trade and Deve1ophent will be aware that the
concept of fa new international econom{c order"™ which the LDCs have demanded
encompasses every facet of the relationship between the industrialized coun-
tries and the developing world -- aid; trade; monetary arrangements; private
foreign investment; control’bver’resources; access to technology; the location
of production activities; shared responsibility in decision making; and adap-
tations in the.structure and functions of mu]ti]atéra1 institutfons. In each
of these areas the LDCs are demanding not marginal tinkerihg but fundamental

| changes, the cumulative result of whiéh would be to make their accelerated

development a prime purpose of international economic relationships.

More especially fq our purpose, the new international economic¢ order
calls for the e§ﬁéblishment of a comprehensive global policy for commodities
[UN:1974]. The so-ca11ed'ﬁntegrated prbgram for -commodities" as articulated by
the UNCTAD secretariat Eﬁijﬂﬁﬂhas seven principal elements: an expanding set
of intergovernmental commodity agreements for an opeh-ended list of products;
a common financing facility for those agreements with provisipns for buffer
stocks; a network of intergovernmental purchase and suppfy commitments;
index-1linking of the prices of LDC commodity exports to the pricés of their
imports; éompensatory financial arrangements to guarantee the total value of
their exports in real terms; improved conditions of access to advanced country
markets; and the deliberate transfer of primary processing activities from

rich to poor countries.
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These measures are designed to serve two ends. The first is to
improve the performance of commodity markets in economic terms, for instance,
by enhancing mérket stability and thereby the allocative function of prices
and by allowing greater scope for comparative advantage to determine-the
location of production and processing activities. The second goal is to
improve}the performance of world commodity systems in political terms by
effecting an international redistribution of income in favour of the'poorer
countries via a comprehensive, po]iticé11y directed, regu]atoryvrégime gover-

ning commodity production, pricing and trade.

These proposals constitute a truly revolutionary challenge to the
ex1st1ng economic order and to at 1east three of its central assumpt1ons
Amongst these assumpt1ons were, f1rst that with temporary derogations and
special ass1stance, the less deve]oped countries would progressively adopt
the predominantly marketed orientated'system of international exchanges
emp]oyed by the advanced countries and characterized by "arms 1ength"
trading by private 1nd1v1dua1s respond1ng to market signais. Second,
there was an assumption that trade in commodities would fit for the most
part into the same kind of international economic regime as trade in
manufactured products; Selective concerted interventions by governments
in commodity markets might be necessary on occasion but these were to be
regarded as abefrant and transient, to be contemp]éted only where excep=- -
tional economic wastes could be demonstrated; and implemented only when
very favourable ratios between the benefits and costs of interventions
were assured. A third assumptidn was thaf the international trading system
was agnostic with regard to income distributionQ Its central concern

was efficiency in resource use and thereby the growth of world product, not
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its distribution. If the interﬁationa1 distribution of income resuiting
| ,from»competitive trade was po]itica}]y unacceptable there was a pre-
sumption that redistribution should be effected by direct transfers and
" not by'the manipulation of the terms of trade and market‘output and
shares, sihcé such manipulations were prone to widen ihternatibna]

inequalities in income and cause inefficiencies in world resource use.

It will be apparent that the demands of the.LDCs for the creation

- of a compfehensive; contiﬁuous; regulatory regime for commodities, in which
income redistribution'wod]d be a prime gbaT;,and in which the ieve]s,
shares and directions of production and trade; ahd the térms of trade;wou1d
be estab!ished by po1iti¢a] decision‘ratﬁer than ﬁarket mechanisms, are‘a

profoundly important development in international ecconomic relations.

Characterfstica11y; the main burden bf making a response to these
far-reaching proposé1s has fallen to the United States. The U.S.' initial
position was to maintain‘that the old economic order had served advanced
and devéToping countries well; to dgny that a new economic order was.in
the making; to stress that the priméry concern must be with ensuring the
- growth of world output rather‘than with its distribdtion; and to emphasize
that adjustments in economic relations must confer mutual benefits on both
rich and poor countries to be acceptaﬁle; Subsequently however, the U.S.
has advanced some 40 spécificAproposa1s for changes in world economic
systems which would favour the developing countries and particularly the
poorest amongst them (Kissinger 1975; 1976); Al} of these prbposals are
consistent with a 1iberal and a more just economic order. Many of them are

coincident with the LDC's aspfratfonsAe.g; ekpanded aid, easier access to

Western capital and tecﬁhclogygfaccelerated trade 1iberalization; more
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1iberal compensatory finance provisions; and a willingness to consider on
a case;by*case basis the merits of commodity arrangements with short-run
stabilization objectives: Othér U;S: propoSa]s offer constructive |
altefnatives to LDC\posTtions. However; to the elements which the LDCs
regard as central - the uée‘of commodity policy to transfer resdurCes fo
the LDCs; agreement that intergovernment commodity arrangements should be
a permanent and widespréad feature of world commodity systems; a prior
commitment to Common.funding of buffer stocks; indexation of commodity‘
prices and ekport receipts; and the contrived.redistribution of produétion

and processfng activities - the U.S. has been resolute in its opposition.

How these matters will be resolved cannot be known at this time.
What is certain is that the First real. dialogue of mankind has now been

joined and that international commodity policy is its focal point.

If we accept that relieving the’present plight and 1mprovfng the
future prospectg of poor people in poor countries is important to the
kind of world our children will inherit then the technical task is to
find éfficient means by which a more equitable distribution of a growing
world product can be effected. Thére is much in this area to engage and
test our,profesﬁion; However; it may well be that a yet sterner test is
to decide whether our sense of belonging to a global society is sufficiently
well developed to convince us that the concept of social equity should

extend beyond natfonal boundaries and exist between nations as within them.

 Inplications for Nationa] Peliey Making

Policy making in an open economy is infinitely more complex and

difficult than in one which is closed; AS'Tum1ir has observed the very
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concepts which have traditfonaT]y guided policy making - national
soveréignty; national interest and national power - ake,not eaéi]y
defined for a country deeply involved in an iﬁtekdependent world of
interrelated issues, Nat{onai policy makers in such a setting need to
gfve systematic and simuTtanéous consideration io fhe domestic effeéts of
changes in the-ekternal environment and to the ektérnaT effects ofrchanges -
in national‘pélicies: And in a situétion'where feverything is felated to
everything e]se““fhe numbers of“QrOups with a claim to participate in the
policy formulation process muitfplies and so too;,it would appeak, does the

~scope for disputes over priorities and authority.

- Al Fhis is obvious Enough; The substantive'point,i wish to make
is that the fradtfonated ekisting structure of government may nof be well
suitéd to decision making, and the conduct of supportive research, in a
situation where domestic.and international fssués are increasingly inter-
twined. Jaenke has noted that we are ekperiencing serious'difficu1ties in
_ making fhe adaptétions in governmental structures necessitated by the
perceived'héed to reacﬁ\beyond "farm" policies to consideration of the
issues of national “foodf polfcy\i:e; a movement towards adapting settorai
| poiiCies to‘the'wider needs of macro-eéonomic policy; The problems are
even more complex when our decision processes must find an accoﬁmodation’
between domestic agricultural policy requirements and goals in the wider
areaé of forefgn trade policy; foreign economic policy and foreign poncy.
The structural response to date e«addtngvFinternationa?ists? to the
Départment of Agriculture and bringing people with some khowﬂedge of
agricultural matters inio other branches of government; creating a mess of

coordinating committees, councils and boards; and shifting final decision
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authority to higher levels - may not be functionally or politically the
best solution. Manning has suggesteéd that the problems of decision méking
on foreign economic policy issues in the U.S. have already grown to the

point where a radical restructuring of government has become necessary.

Internatfona] agficultura] trade policy and the broader topic of
intérnational cdmmbdfty policy is an area where our profession should be
more heavily engaged than is presently the case; This is particularly true’
for a country 1ike the U.S. which is pre-eminent in international ekchanges
in farm products and which will continue fo piay a decisive role in determin-
ing the'arrangeménts and rules governingvg105a1 interdependence fn primary
commodities:,

Over the years individual members of our Association have made many
distinguished contributions to the analysis of internatidna]_agficultura]
trade issdes;' Bui; looking at the picture in the round, it is a cause for
both surprige and concern that so few members of our profession have chosen
to make a sustained commitment to the study of the international dimensions
of national agricultural policy or df'internatiohal commodity policy; that
so much of the best work on international trade in agricultural products is
being done by persons who would not claim to be‘agricultura1"economists;
and that our profession at present is making such a minimal Contribution to
whole areas of the great contemporary debate on the future world order

governing the production and ekchange of primary commodities.

This {s an unfortunate situation because we as a profession have

so much to offer;’ T am not thinking only of our great tradition of address-
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»ing~oursg]YgsitO'practical problems; of our accomplishments in blending

" theory and empirical;ana1ysis; and of our skills in systéms analysis and
construétion of the kinds of economic models which allow policy makefs to
ask the ﬁwhat if“'questidné Wﬁichjpefmft ekp]oration of policy needs in
anticipation of future events and eXaminatTon_of the trade-offs between
policy alternativés. These'are durable strengths of the‘profeésion of
agricu]turaT.ecohomics which will be required as the debate on 1hternationa1
economic relations Tn_agricd]tura1 products and other commoditfes moves from
ideo]ogiéa] confronfation'to the search for practical measuresnof wide
po]itica]Lacceptabi1fty; Rather T have in mind that the course of world
trade policy Ts’Begihnfng to move aTong paths we have already travelled.

For instancé; the’sybjeﬁt of.nonatariff'frade barriers,which is one of the
more vibrant fields of study fn internétiona] commercial pelicy, is only a
“generanzatfon of a problem with which we in agriculture have long
ékperfencedgvi:e:’the:éausal Tinkage between the'growihg ihvolvement of
national govefnments in industrial or sectora1'p011c1es and the adoption of
neo—mercanti]fst'trade po1TcTes: .fgrther;HagricuTture providés”BO yearé'ofv
experience--1ittle of it encouraging but all of it i]luﬁindting{QOf inter~
national attempts to attenuate the adverse trade effects of domestic
policies by poTTéy harmonization; multilateral cddes and agreements, and a
diverse array of‘éé;ﬁéé;cooperative measures which others now see as
important instrumentélfties in thelcollective management of interdependence
[Warley}. And there is absolutely nothfng in the percebtfons and analyses
of the LDCs of thé nature 6f their commodity probléms - and in the limita-
tions of the solutions they propose -~ which is not instantly familiar to

anyone who has speht his time working on price and marketing policies for



-21 -

farmers in advanced societies. Thus, our skills are required; the insights
we have acquired in a domestic context are adaptable to a wider canvas; and
our experimentation in international agricultural trade problem resolution

contains lessons of wide applicability to international economic policy.

However, there are also some limitations on the ability of our
profession to work effectively in the broad problems of agriculture in
international economic relations. I mention but three items of what could

be a lengthy bill of particu]ars:

‘ 'First; I believe we are paying a .price for our overwhelming pre-
occupation wiih domestic agricultural affairs; "It would seem that too many
people for too 1ong haVe thought about American agriculture as though it
~operated in a closed écbnomy; with trade a marginal activity and even an
optional eXtra: The resu1t Ts tﬁat there does not appear to be a large
number of people in the'profession who are familiar with the content of the
contempérary international dfé1ogue on agricultural trade.arrangements and
future’interndtional commodity pofigy and the linkages between these matters |
and other aspects of international economic policy; This deficiency is
magnified by the process whereby the centre of gravity of national decision
making on agricultural trade and ?ommodity policy matters seems to be
shifting away from the Department of Agriculture in which many of our
profession are employed, and which is the principal institutional channel
by which the rest of us who work outside government maintain some contact
with policy priorities and policy formulation. The issues of foreign
economic policy with which agricultural matters are linked and which
increasingly mould national fagricu]tura]ﬁ'decisions 1ie entirely outside

the Department of Agriculture and are largely beyond our ken; Thus ,
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the narrowness of our interests, of our setting, and of our contacts is an

inheritance which bears heavily upon us.

Second1y; even in our role as’economists'ggg_econOmists there are
some weéknesses in the triad of our professional equipage of theory,
methods and data; andvé130 in our WOrk habits which impede our effective
functioning. Most economists have a solid training in micro economics and
quantitative analysis. If we were eXpoSed to macro-economics it was likely
taught primarily in terms of a closed economy: If we took a course in
internationa] trade (normally an elective) it most probably did not deal
with commercial policy nor was it integrated with international monetary
.economics or with the economics of growth and development. Thus our compart-
mentallzed curricula prepare us but poorly for work on multi-faceted
international economic issues. I suspect too that there is still truth to
| the-ancieotvchargé that we are "economic imperialists™ in the sense that
we define prob]éms“és-being primari]y»economic when they are not, and
unw1tt1ng ideologues to the degree that we e]evate efficiency to the status
of a goa1 of economic activity rather an 1nstrumenta1 variable. We are now
less guilty than prev1ous]y»of neglecting to measure distributional effects
of policy a1ternatives'but; as Alice Rivlin has chided us, we are resolute
in our conviction that we cannot say anything useful to policy makers about
the welfare implications of alternative distributions of income. And our
assumption that the redistribution of income (even if offected by the first-
best method of direct transfers) necessarily entails some sacrifice of
product is probably at variance with the truth' These matters are not
n1mportant for the considerations of secur1ty, stability, autonomy, |
equity and status which are neglected in our received theory are the very

mainsprings of national policy behaviour and the core issues of international
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economic po]icy; On methods, the complaint of Krause & Nye about our
reliance on cbmparative statics methodology is telling since the scale,
pace and cost of adjustment necessitated by changes in‘trading arrangements
are key matters for policy makers everyWhere: The gaps in the data we need
to adequately paramaterize the external environment are so well known as to
be scarcely worth remarking;:But our inaBi]ity to handle the reaifties of
non-compétftive market struétures; disequibfia in ekchange rates, and other
factors which cause differences between market prices and social costs
should be particularly worrisome to a profession which seems to venerate
freer trade arrangements: As to our wbrk habits; one notes the paucity of
genuine multidisciplinary work (a]though all would agree that it is
desirable) in a situation where the domain of problems is rarely purely
economic. And Schuh has cautioned us against our professional proclivity
for looking backwards in an attempt to understand the troubled present ahd
foretell the perp1ekihg future [Schuh 1975]; This is a particu]ar1y'
dangerous practice in studying agricultural trade and international
commodity policy sfnce.in these areas of international economic relations

the players, the rules and; Tndeed; the game itself have all changed.

Third; the institutional settings in which most}of us work are
not well adapted to our functioning in this field. I have earlier suggested
that the structure of government is not congruent with emerging problem
areas, nor ideally suited fo either decision making or the conduct of
associated supportive researcﬁ on linked issues;v Howevér; I am most
particularly and_personal]y aware of the constraints on the ability of
agricultural econémics faéu]ty in the land grant colleges to make a contri-
bution commensurate with our numbers and our ta]ents; We have already been

reminded by our President Elect that our research contribution is circum-
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scribed by our being Qréanized as a cottage industry; by too much of our

work being episodic and non-cumuiative; By our ehtrebreneuria] style; and

by the research apprenticeship requireménts of our graduate students -

having too large an infiuence on the research we choose to dd, the way in

which we do it, and the time taken to bring our enquiries to fruition [Farrell].
In our teaching function; the Tearning environment we provide may also not

. be conducive to equippfng~our students to function as policy makers,

A researchefs;vandbopinion moulders on the'comp]eiAissues of agriculture in
interﬁational economié relations. I have in mind that few of the land grant
colleges having agricultural economists who spe;iaTize in international
agricultural trade policy alsc have~sighificant numbers of faculty in
related disciplines who are 6oncerned with other aspects of international
economic relatibns and ihternétiona] affairs with whom breadth and‘syhergism
in training might'be'achiéved; |

- Conclusion

I have suggested in this address that the problems of evolving
international economic're1ation§ in agriculture are important and complex
and I have suggested further that there may be some obstacles to the
successful participation of our profession in their resolution. I do not

think I am required to provide a detailed plan for the cleansing of the

Augean stable but let me‘end with three observations.

First, we need to re-examine the intellectual foundations which
condition the way we think about international economic relations, mould
the analytical work we do andvewpartfcu1ar1y in the U.S;-guide national
commercial dip]omacy: We need to disenthral ourselves of theories which

distort our perception of reality. Might it be, for instance, that the
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\

paradigm of the "objective optimality and moral neutrality of the

perfectly competitive market" is less useful to us in looking at the world
we Tive in than the alternative of the "stabilized mixed economy" in which,
as in our national economies; international economic activity is part
market-determined and part politically-directed and which is concerned
simu]taneods1y with efficfency; stability and equity; To illustrate my
point I would venture that it is abundantly clear that in addressing the
proposals of the less developed countries on international commodity policy
the three are inseparably: linked; for the LDCs will not cooperate in the
refofm of the international economic system unless the subjects of equity
and stability are addressed and their cooperation is required if the world

economy is to function effectively.

Second]y; our profession should be less tunnel-visioned and fiso]a-
tionistf in its work on international agricultural and commodity policy
issues; of cqurse; tﬁe problems of trade in primary commodities have their
distinctive features but: for the most part; issues pertaining to agriculture
in international economic relations do not constitute a discrete problem
set and they are not so perceived by higher-level policy makers. I believe
we have much to gain by consciously striving to meld our work into the
broader stream of international economic studies; and much to offer by using
our agricultural case material to illuminate the tasks, problems and

possible solutions to managing the world's deepening economic interdependence.

Final]y; I deem it important that this Association arrange for
systematic consideration to be given to alternative institutional modalities
by which the contribution of agricultural ecanomists to the study and
resolution of problems of agriculture in international economic relations

can be extended and enhanced in value. The'“mik“ of institutional
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arrangements through which we can function includes intergovernmental
organizat{ons; agencies of national governments; non-governmental agencies
with large in-house research capabilities 1ike the Brookings Institution;
reséarch,catalysts such as the Atlantic Codnci] in Washington and the
Trade Policy Research Centre in London; universities with a commitment to
international economic affairs and established multidisciplinary research
and teaching programs in the area (e:g: John Hopkins; Chicago, Harvard,
thé Fletchef School of Law and Diplomacy); research networks with multi-
_agency involvement and cehfra] funding and direction; programs to foster .
pfofessionaI mobility between the international organizatiohs,'government
and academe; and; not least, the honoured institution of the isolated
cerebrating scholar:v What {s the comparative advantage of each of these
settings and arrangements in the conduct of what types of research? Are
selective stréngthening and improved coordination necessary, and if so
hOW'mighf these be wrought? I am not able to answer the quéstions I raise.
But I do have a sense that thé'prob1ems of agriculture in iﬁternationa]
economic relations are so important;and pressing that muddling on will not
neceésari1y ensure fhat we muddle tﬁrough to new po]icies which will avert
the dangers to the world economy and to world socfety that lurk in the

unresolved issues of international agricultural tradé and commodity policy.
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