
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


I December 9, 1983 
	 Number 1618 I 

WAITE MEMORIAL BOOK COLLECTION 
DEPT. OF AGRIC. AND APPLIED ECO 

FEDERAL RESERVE BANK OF CHICAGO 

ISSN 0002 - 1512 

THE U.S.AGRICULTURAL TRADE SURPLUS in fiscal 

1983 dipped to a four-year low. Both a decrease in export 
values and a rise in imports contributed to the declining.  

balance. Although the volume of exports fell only 8 
percent in the fiscal year that ended September 30, 
lower prices pulled the value of agricultural exports 
down 11 percent from the previous fiscal year. The quan-
tity of U.S. farm exports is expected to continue its slide 
in fiscal 1984, but their value may rise about 10 percent 
due to substantially higher grain and soybean prices this 
year. Nevertheless, U.S. farm exports will continue to be 
hampered by the high value of the dollar, foreign 
exchange shortages in many importing nations, and stiff 

competition from other exporters. 

Agricultural exports are a vitally important industry 

111P n the U.S. The national economy receives a significant 
boost, in terms of employment and income generation, 
from the large proportion of farm output directed to 
export channels. In recent years U.S. export sales have 
equaled about a third of the total grain crop and almost 
half the soybean crop. While the direct benefits of this 
production to the farm sector and the nation's trade 
balance are large, there are significant peripheral effects 

not evident in the trade statistics. 

For example, the USDA estimates that each dollar of 
agricultural exports in 1982 generated an additional 
$1.23 of activity in the overall economy. That is, the 
dollar value of agricultural exports is more than matched 
by increased output in the manufacturing and service 
sectors to support the production and distribution of 
agricultural exports. In addition, the export of farm prod-
ucts contributes significantly to the U.S. balance of 
trade. The large nonagricultural trade deficit of the U.S. 
is sharply reduced by the substantial trade surplus gen-

erated in farm exports each year. 

After a sustained increase through the 1970s, the 

li
value of U.S. farm exports has declined for two consecu-
ive years. The value of all agricultural exports for fiscal 

1983, at $34.8 billion, was 11 percent below the previous 
year and 20 percent below the fiscal 1981 peak. The drop 

was felt across virtually all commodity groups. 

Grain and feed exports, the largest commodity 
group, registered a 14 percent decline in value from the 
previous year's level. Among these commodities, wheat 
and flour experienced a decline of 10 percent in value as 
stiff competition curtailed U.S. exports. Coarse grain 
exports fell 8 percent despite a late-year rally in the 
volume of exports. The total volume of corn exports in 
fiscal 1983 fell 5 percent from the previous year's 
depressed level. At 47.1 million metric tons, corn exports 
in fiscal 1983 registered their lowest level in six years and 

were down a fourth from the 1981 peak. 

The value of soybean and soybean product exports 
fell 8 percent in fiscal 1983. In terms of tonnage, soybean 
exports were off 4 percent, but a marked drop in average 
prices resulted in a 9 percent decline in the value. Sim-
ilarly, a marginal increase in volume over fiscal 1982 in 
soybean cake and meal exports was offset by a price 

decline. 

The value of livestock, poultry, and dairy product 
exports declined 8 percent in fiscal 1983. The largest 
drop occurred in poultry products, which were off a fifth 
from the previous year in both volume and value. Live-
stock and dairy product exports fell 5 percent in value 

from the year-earlier level. 

In contrast to the declining trend in exports, U.S. 
imports of agricultural commodities rose in 1983. Follow-
ing the previous year's sharp decline, the value of agri-
cultural imports increased almost 6 percent for the fiscal 
year. However, the level of imports—at $16.2 billion—
was in line with the average value for the preceding four 
years. The rise in imports coupled with the large decline 
in the value of exports left the U.S. agricultural trade 

balance at its lowest level of the 1980s. 

While there was some variation among individual 
countries, sales of U.S. farm products to all major world 
regions trended down during the past year. Record lev-
els of grain production in Western Europe along with a 
persistently strong dollar vis-a-vis most currencies con-
tributed to a 17-percent decline in exports to that 
region. Exports to the USSR in fiscal 1983 were less than 
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half the previous year's level. Significant increases in 
agricultural exports to most Asian countries, including 
Japan, were more than offset by a 70 percent year-to-
year decline in the value of exports to China. In contrast, 
U.S. farm sales to Mexico jumped 19 percent from fiscal 
1982. However, a one-sixth decline in the value of 
exports to South American countries pulled down total 
U.S. agricultural sales to the Latin American region by 
almost 2 percent. 

Prospects for fiscal 1984 suggest U.S. agricultural 
exports will remain sluggish. World economic condi-
tions, although improving, do not exhibit signs of dra-
matic growth. In addition, continued strength of the 
dollar will further dampen demand. Moreover, foreign 
exchange constraints in many developing countries and 
Eastern Europe will curtail the ability of these countries 
to import U.S. agricultural products. The level and dis-
tribution of U.S. export credit, still uncertain at this time, 
will be an important consideration in this regard. Agri-
cultural production in Southern Hemisphere countries 
will also affect U.S. export prospects later in the fiscal 
year. 

USDA forecasts suggest that the value of U.S. agri-
cultural exports in fiscal 1984 will rise to $39 billion. At 
that level the value of agricultural exports would be 
comparable to the fiscal 1982 outturn, but would still fall 
far short of the 1981 peak. Moreover, the rise in value 
will stem from higher prices that are expected to more 
than offset the fourth consecutive decline in volume of 
shipments. USDA estimates point to a 3-percent decline 
in the quantity of agricultural exports from the fiscal 1983 
level of 144.8 million metric tons. 

Much of the decline in export volume projected for 
this fiscal year will be accounted for by sharp reductions 
in oilseeds and oilseed products. Soybean and meal 
exports are forecast to drop a fifth from last year's level, 
while soybean oil exports could fall 24 percent from 
fiscal 1983. However, with much of the expected curtail 
ment in export volume attributable to drought-reduce 
supplies and sharply higher prices, the export value of 
oilseed products is forecast to jump 13 percent above 
the last fiscal year. 

The volume of U.S. grain exports this year is expected 
to increase marginally over fiscal 1983. Wheat and flour 
sales, projected to rise to nearly 39 million metric tons 
(wheat equivalent) in fiscal 1984, will be pressured by 
large Southern Hemisphere crops in the months ahead. 
As a result, the value of U.S wheat exports in fiscal 1984 is 
expected to be held to a slight increase of about 4 
percent. 

The outlook for U.S. coarse grain exports is more 
favorable. Although an increase of only 3 percent in 
volume is forecast for the fiscal year, tight world supplies 
could increase the value of these exports by more than 
25 percent over the last fiscal year's level. The favorable 
price situation, however, has stimulated Southern Hem-
isphere production. With growing conditions much 
improved, coarse grain production by Argentina, South 
Africa, and Australia is expected to rebound 41 percent 
from last year's drought stricken crops. If conditions 
there remain favorable, the current tight world supp 
situation could be significantly altered this spring when 
Southern Hemisphere production begins to enter the 
market. 
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Livestock and poultry product exports could see 
some improvement this year as continued economic 
recovery picks up demand. USDA projections of dairy, 

livestock, and poultry product exports point to an 
increase of 10 percent in value over last year. Much of 
the increase is expected to come from beef and dairy 

products. 

U.S. agricultural exports are expected to increase in 

value in all major regions of the world in fiscal 1984. 
Agricultural exports to Western Europe are expected to 
rebound significantly from last year's low level, but will 

remain below the level attained in the early 1980s. How-
ever, the European community's budget difficulties 

have increased pressure to revise the Common Agricul-
tural Policy that governs the group's agricultural trade 
practices. The proposed vegetable oils tax and corn 
gluten feed levy could sharply curtail U.S. agricultural 
exports. European Community imports of U.S. oilseed 
products, corn gluten, and citrus pellets, which would 
be affected by these proposals, amount to $4.7 billion 

annually. 

Exports to Eastern Europe are expected to show a 
slight increase in value this year, but will continue to be 
limited by foreign exchange constraints. In contrast, the 
value of exports to the Soviet Union are forecast to 
increase dramatically from the depressed level of a year 
ago. Tight wheat supplies in the Soviet Union, and the 
stipulations of the US-USSR grain agreement calling for 
imports of between 9 and 12 million metric tons of wheat 
and corn annually foreshadow a large increase in U.S. 

grain sales over 1983 levels. 

The value of agricultural exports to Latin America, 
on the other hand, are expected to hold at the fiscal 1983 
level as economic recovery in the region continues to 
lag most other areas. In contrast, farm exports to Africa 
are expected to jump 17 percent in value from the low 
fiscal 1983 level. The value of agricultural exports to 
Asian countries is expected to rise 11 percent from a year 

ago. Much of this boost is accounted for by Japan and 
China. Increased prices and a higher volume of grain 
imports are expected to push the value of China's pur-
chases of U.S. farm products 65 percent above last year's 
level, but still well short of the fiscal 1981 record. How-
ever, China recently announced that it would fulfill its 

trade agreement to purchase 6 million metric tons of 
grain from the U.S. in the 1983 calendar year. The addi-
tional 2 million metric tons of grain to be purchased may 
well boost China's imports of U.S. farm products above 

the projected level for this fiscal year. 

Sales of U.S. coarse grains and soybeans through the 

early part of the fiscal year have exhibited strong trends. 
Outstanding export sales of feed grains through late 
November were well ahead of the low levels of a year 
ago, with only grain sorghum trailing fiscal 1983 levels. 
Outstanding export orders for soybeans in late 
November were considerably above the level of a year 
ago. Wheat exports will pick up during the next few 
weeks as well with most of China's purchases concen-

trated in that commodity. 

Despite these encouraging trends, expansion of 
U.S. agricultural exports will continue to be hampered 
by a number of factors in fiscal 1984. The strength of the 
U.S. dollar with respect to other currencies continues to 
make U.S. agricultural products more expensive relative 
to competing exporters' products. Further, the heavy 
debt burdens of many developing countries limits the 
amount of foreign exchange available to purchase U.S. 
farm products and hence, the opportunity to develop 
these markets. In addition, the tight supply situation in 
the U.S., brought about by acreage reductions and 
drought, has pushed prices upward. Although higher 
prices will likely increase the value of U.S. agricultural 
exports in fiscal 1984, it appears these factors will also 
contribute to a fourth consecutive yearly decline in the 

volume of exports. 

Peter J. Heffernan 
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Selected agricultural economic developments 

Percent change from 
Subject Unit Latest period Value Prior period Year ago 

Farm finance 
Total deposits at agricultural bankst 1972-73=100 November 288 - 0.3 +10 
Total loans at agricultural bankst 1972-73=100 November 299 - 0.1 + 6 
Production credit associations 
Loans outstanding 
United States mil. dol. October 19,290 - 3.0 -10 
Seventh District states mil. dol. N.A. N.A. N.A. 

Loans made 
United States mil. dol. October 1,969 + 7.7 - 3 
Seventh District states mil. dol. N.A. N.A. N.A. 

Federal land banks 
Loans outstanding 
United States mil. dol. October 48,075 0 + 2 
Seventh District states mil. dol. N.A. N.A. N.A. 

New money loaned 
United States mil. dol. October 210 -12.7 -24 
Seventh District states mil. dol. N.A. N.A. N.A. 

Interest rates 
Feeder cattle loanstt percent 3rd Quarter 13.60 + 0.1 -17 
Farm real estate loanstt percent 3rd Quarter 13.28 - 0.4 -18 
Three-month Treasury bills percent 12/1-12/7 8.92 + 1.9 +12 
Federal funds rate percent 12/1-12/7 9.49 + 1.4 + 7 
Government bonds (long-term) percent 12/1-12/7 11.78 - 0.8 +12 

Agricultural trade 
Agricultural exports mil. dol. September 2,973 +13.8 +24 
Agricultural imports mil. dol. September 1,319 - 5.3 + 2 

Farm machinery salesP 
Farm tractors units October 12,270 +40.8 +17 
Combines units October 2,025 +36.3 -33 
Balers units October 330 -38.5 -38 

tMember banks in Seventh District having a large proportion of agricultural loans in towns of less than 15,000 population. 

ttAverage of rates reported by District agricultural banks at beginning and end of quarter. 

P Preliminary. 

N.A. - Not available. 
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