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Government Financing of Farm Exports in the Postwar Period

By Doris Detre Rafler

The extent to which farm exports have received assistance from the United States Government
is a subject of continwing interest and controversy. Relative data on a current basis are pub-

lished in the Demand and Price Situation.

This article presents a comprehensive estimate

and analysis of Government financing during the post-World War I period. It also discusses
the relationship of Government financed exports to total agricultural exports, to the gross foreign
expenditures of the United States, and to overall measures of surplus disposal.

HE UNITED STATES Government made

$40 billion available as foreign economic aid
during the years following the end of World War
II. Of this amount more than $13 billion was
used to finance agricultural exports.

Most of this aid was on a grant basis. From
July 1, 1945, through December 31, 1954, non-
ilitary grants by the United States to foreign
countries totaled $28 billion. Nearly 40 percent
of these grants financed the procurement in this
country of agricultural commodities. The total
export value of farm products under grant pro-
grams may be estimated at approximately $11
billion.

In addition to these grants, postwar United
States Government loans and credits totaled
nearly $12 billion. Of this amount, approxi-
mately $1.3 billion was extended for the purpose
of financing the export of United States farm com-
modities, and another estimated $1 billion was in
fact used to buy United States agricultural prod-
ucts.

There is valid and recurrent interest in the ex-
tent to which the United States Government has
assisted farm exports. Calculations comparing
total agricultural exports with those directly au-
thorized under U. S. grants and loans have been
used in discussion and testimony relating to for-
eign aid and agricultural surplus-disposal legisla-
tion. The main purpose of this paper is to present

in a comprehensive form statistics relating to the
nature and magnitude of Government assistance
to farm exports and to point out the conceptual
and statistical problems involved in such a com-
pilation. In addition, it will be shown that data
on Government financed exports have been subject
to misinterpretation which arose from four major
causes:

(1) It cannot be assumed that without Gov-
ernment financing directly tied to agricultural
commodities, the volume of farm exports would
have been smaller by the amount of exports so
financed.

(2) The value of Government financed exports
at times overstates and at other times understates
the cost to the United States Treasury of such
exports.

(3) Estimates of Government financed exports
in many instances do not correspond with recorded
exports as published by the Bureau of the Census.

(4) Government financed exports have not in
recent years measured the extent of “noncommer-
cial” exports.

Each of these points is discussed in this
article.

Nature of Government Assistance

In measuring the role of this Government in
agricultural exports two series of data have gained
currency. The first includes only commodities
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TaBLE l.—Government grants, United States, July 1, 1946-Dec. 31, 195}

Program

Total grants !

Apricultursl exports
financed 2

o LRI

Lend Lease (postwar pipeline)___ ____ .
UNRRA, post-UNRRA and interim zid

. Marshall Plan, Mutual Security and other economic and technical

BESIs AR e __

L IV BRIy o e
. Department of Agriculture donatfons__________ ____________________
s Other e

Million dsllars

Million dollars
691

1,227
3, 443 1,628
316,189 3 5, 346
5.821 | 3, 290
148 148
1,259 ¢
28,127 11,103

! Total granis, less military aid. Data cover all program costs ineluding ocean transport, except that item 3 in-

eludes freight subsidies on relief parcels shown in item 5.

2 Dats are on an f. a. s. basis. Inecluding ocesn transport, the totsl for all programs may be estimated at $12 billion.
? Including $38 million proceeds of foreign currency sales made available as grant aid, but not including $19C million

in such proceeds unallocated as of Dee. 31, 1954

* Includes grants for Philippine rehabilitation, Chinese stabilization, foot and mouth disease eradieation, confribu-

tions to international programs other than UNRTRA, ete.
& Not available.

Department of Commerce, Office of Business Economics “Foreign Grants and Credits” (December 1954 quarter);
USDA, Statistical Bulletin No. 112, (p. 19, table 17}; Records of the Department of Defense, and the Foreign Opera-

tions Administration and predecessor agencies.

that move under United States grant aid, and is
usually referred to ds “Aid Financed Exports™.’
In the aggregate, most of the postwar United
States aid to foreign countries was in the form of
grants, hence the bulk of agricultural exports fi-
nanced by the Government received this type of
assistance. A comparison of agricultural exports
firanced by grants with all grant programs is con-
tained in table 1.

Need for grant aid stemmed from the insuffi-
cient earning power of foreign countries, the
eonsequent. shortage of foreign exchange, and the
inconvertibility of most currencies. These same
factors were the basis for most of the postwar
United States loans and eredits, and the more re-
cently adopted programs of the sale of surplus
commedities for foreign currencies {most of the
proceeds of which have thus far been extended
in the form of granis and loans). The other se-
ries of data currently published, and referred to
as “Government Financed Exports,” includes in
addition to grant aid, commeodities moving under
Government Joans and credits and sales for for-

*UxtTED STATES DEPARTMENT OF AGRICULTURE, FOREIGN
AORICUTLTURAL SERVICE, "Foreign Agricultural Trade,” De-
cemnher 1954,
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eign currencies? Care should be cbserved in the
use of these terms, especially because of the de-
clining importance of direct grant aid ; in 1954~-55,
for instance, “aid-financed” exports equaled 12
percent and “government-financed” exports 26
percent of total farm exports.

Throughout this paper Government financed
exporfs are defined as those that move under
grants, gifts, loans, and credits, or are sold for
foreign currencies. The value of the commod-
ities moving under these programs can be related
in magnitude both to statistics on the interna-
tional financial transactions of the United States,
and to official trade statistics.

Under this definition, certain other forms of
Government export assistance have been omitted,
although they result in a drain on the U. S. Treas-
ury and may be significant for other types of
analyses. One such item omitted is export sub-
sidies. Part of the United States customs receipts
have been used to make payments tc exporters
covering up to 50 percent of the cost of certain
commodities. These payments were designed as

2 UNIrED STATES DEPARTMENT OF AGRICULTURE, AGRICUL-
TURAL MARKETING SBERVICE, “Demnnd gnd Price Situation,”
February 1955.




TABLE 1.—Government grants, United States, July 1, 1946-Dec. 31, 195/,

Program

Agricultural export’

Total grants ! financed 2

Million dollars Mllzon dollars

I Lend Tease (postwar pipelinie). . = L r - o T 1, 227 691
2. UNRRA, post-UNRRA and interim aid___________________________ 3, 443 1, 628
3. Marshall Plan, Mutual Security and other economic and technical
apaisiancee STy S e st el T 316, 189 35,346
A5 Ciplign BUPPIY .- oo meoew S el R T m 5, 821 3, 290
5. Department of Agriculture donations______________________________ 148 148
RGeS s e e 1, 299 ®)
Fotals lat o to S 2ae = - T 0 oAStEsaE AR BTULE T 28, 127 11, 103

! Total grants, less military aid. Data cover all program costs including ocean transport, except. that item 3 in-

cludes freight subsidies on relief parcels shown in item 5.
2 Data are on an f. a. s. basis.

Including ocean transport, the total for all programs may be estimated at $12 billion.

® Including $38 million proceeds of foreign currency sales made available as grant aid, but not including $190 million

in such proceeds unallocated as of Dee. 31, 1954.

# Includes grants for Philippine rehabilitation, Chinese stabilization, foot and mouth disease eradication, contribu-

tions to international programs other than UNRRA, ete.
5 Not available.

Department of Commerce, Office of Business Economics “Foreign Grants and Credits” (December 1954 quarter);
USDA, Statistical Bulletin No. 112, (p. 19, table 17); Records of the Department of Defense, and the Foreign Opera-~

tions Administration and predecessor agencies.

that move under United States grant aid, and is
usually referred to as “Aid Financed Exports™.
In the aggregate, most of the postwar United
States aid to foreign countries was in the form of
grants, hence the bulk of agricultural exports fi-
nanced by the Government received this type of
assistance. A comparison of agricultural exports
financed by grants with all grant programs is con-
tained in table 1.

Need for grant aid stemmed from the insuffi-
cient earning power of foreign countries, the
consequent shortage of foreign exchange, and the
inconvertibility of most currencies. These same
factors were the basis for most of the postwar
United States loans and credits, and the more re-
cently adopted programs of the sale of surplus
commodities for foreign currencies (most of the
proceeds of which have thus far been extended
in the form of grants and loans). The other se-
ries of data currently published, and referred to
as “Government Financed Exports,” includes in
addition to grant aid, commodities moving under
Government loans and credits and sales for for-

*UNITED STATES DEPARTMENT OF AGRICULTURE, FOREIGN
AGRICULTURAL SERVICE, “Foreign Agricultural Trade,” De-
cember 1954.
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Government export assistance have been omitted

eign currencies.? Care should be observed in the
use of these terms, especially because of the de-
clining importance of direct grant aid ; in 195455
for instance, “aid-financed” exports equaled 1!

percent and ‘“government-financed” exports 26
percent of total farm exports.

Throughout this paper Government financed
exports are defined as those that move under
grants, gifts, loans, and credits, or are sold for
foreign currencies. The value of the commod-
ities moving under these programs can be related
in magnitude both to statistics on the interna-
tional financial transactions of the United States,
and to official trade statistics.

Under this definition, certain other forms of
)
although they result in a drain on the U. S. Treas-
ury and may be significant for other types of
analyses. One such item omitted is export sub-
sidies. Part of the United States customs receipts
have been used to make payments to exporters
covering up to 50 percent of the cost of certain

commodities. These payments were designed as

2 UNITED STATES DEPARTMENT OF AGRICULTURE, AGRICUL-
TURAL MARKETING SERVICE, “Demand and Price Situation,”
February 1955.




assistance to exports that otherwise would not
‘;e taken place.* Direct subsidies from special

ropriations, are also paid on exports under
the International Wheat Agreement.*

These direct subsidies are not included in this
calculation of Government financed exports be-
cause (1) to a large extent they were paid on
commodities already included under foreign aid
and other programs;® (2) the amount of these
payments has been excluded from official trade
statistics since January 1, 1950; (3) payments
under the Wheat Agreement were made as a mat-
ter of international obligation even at a time when
large quantities of wheat moved at full price.

The other main exclusion from calculations of
Government financed exports are the losses in-
curred by the Commodity Credit Corporation in
the export of commodities owned or controlled by
it® Export dispositions at a loss—that is under
CCC cost—including both sales for dollars and
foreign currencies cover a large part of current
price-support stocks, with some cotton recently in-
cluded. It seems fairly obvious that whenever
the CCC export price is well below domestic mar-
ket prices, the Government plays the major role
in the export of such commodities.” During the

st 3 years the aggregate loss to CCC on ex-
‘rt operations exceeded all forms of direct
subsidization.

3 Such payments were provided for in Section 32 of
the Act of August 24, 1935, as amended. (PL 320, T4th
Congress).

4The International Wheat Agreement Act, as amended
(PL 421, S81st Congress, extended by PL 180, 83rd
Congress).

5 Government financed cotton exports in 1945/46, for
instance, equaled 60 percent of total exports, but inclu-
sion of quantities moving under subsidies would have
resulted in a figure of more than 100 percent. (“The Cot-
ton Situation” May 27, 1955.) Similar duplication, which
affects comparability with trade statisties, is the main
reason for excluding subsidies from data on Government
financing.

$The authority for such export sales by CCC is con-
tained in the Commodity Credit Corporation Charter Act,
as amended (PL 806, 80th Congress) and in the Agricul-
tural Act of 1949, as amended (PL 439, 81st Congress).

“Thus it may be estimated that in 1953-54, 35 percent
or $163 million of wheat and flour exports was “Govern-
ment financed.” Actually all of the $450 million of wheat
and flour exports were subject to Government export pro-
grams involving direct (IWA) and indirect (CCC)
subsidization.

These losses are not included in the attached
calculations of Government financed exports for
the following reasons: (1) They are incurred
largely on commodities already included in the
calculations under other programs; (2) they are
not reflected in the trade statistics; (3) they are
perhaps best regarded as part of the cost of the
price-support program, rather than as a charge
against export assistance and foreign aid.®

Dependence of Exports on Government
Financing

In the early postwar period, July 1, 1945-March
31, 1948, many foreign countries were recovering
slowly from the devastation of the war and im-
port demands were unusually high. Foreign
countries as a whole were able to meet, from their
own resources, only 60 percent of their dollar
requirements for imports of goods and services
from the United States. In the case of Western
Europe and its dependencies, 40 percent of total
dollar requirements were met from current earn-
ings, and 20 percent by the sale of gold and United
States securities. The remaining 40 percent of
foreign dollar requirements were met through
United States grants and loans, and the propor-
tion of such financing for agricultural commodi-
ties is estimated at more than half the total im-
ports from this country.

The reason for the relatively high proportion
of Government financing for agricultural com-
modities lay in the nature of the United States
aid programs.” The UNRRA, post-UNRRA, in-
terim aid, and civilian supply programs were
essentially relief operations designed to fill urgent
requirements in countries whose resources were
most impaired by the war. When human needs
are measured on a minimum basis, food occupies a
preponderant position. Although UNRRA was

8 In the case of foreign-currency sales under Title I of
the Agricultural Trade Development and Assistance Act
of 1954, the Act provides for reimbursal of CCC by appro-
priation of all costs in excess of receipts.

9For a description of the aid programs discussed in
this paper see U. S. DEPARTMENT OF COMMERCE, OFFICE OF
BUSINESS EcoNoMmIcs, “Foreign Aid by the United States
Government 1940-51” (Washington, 1952) and “Foreign
Grants and Credits by the United States Government”
(Washington, issued quarterly).
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in fact an international program, the United
States met 72 percent of the total cost of its opera-
tion. Many of the other contributing countries,
such as the United Kingdom, were themselves in a
deficit position with respect to food. Thus ship-
ments of food devolved largely upon the U.S.1°

When the European Recovery Program was
instituted, the basic relief needs of many European
countries were still critical. Agricultural re-
covery had been impeded by the severe winter of
1946-47 and by drought. In their trade with the
United States in 1947, the Marshall Plan countries
and their dependencies could finance only 29 per-
cent of their imports from export earnings.!!
The success of reconstruction was predicated on
continued shipment of food, because adequate food
was deemed essential for the human energy and
determination necessary to revive Europe’s lag-
ging economy.

As a result, relief-type shipments constituted
about two-thirds of the initial phase of the Mar-
shall Plan.* The concurrent distribution of
civilian supplies by the military, originally de-
signed merely to prevent “disease and unrest,”
was now directed toward the same purpose. In
the case of aid to China, authorized at about the
same time, large quantities of food and cotton
were programmed in an effort to combat inflation.
Without aid financing for these urgent needs, for-
eign countries probably would have reduced
greatly nonagricultural imports from the U. S.

As production in European countries began to
recover, their import programs contained a much
higher percentage of recovery-type items, such
as industrial raw materials and machinery. Fur-
thermore, as their export earnings increased, they
could have met all their requirements for United
States agricultural commodities with “earned”
dollars, and financed the shipment of other raw
materials, machinery, and manufactures with

1 WoobrIDGE, GEORGE, UNRRA. (New York, Columbia
University Press, 1950) Vol. I, p. 383.

"In his presentation to Congress, Secretary of State
George C. Marshall estimated that during 1948-49 West-
ern Hurope’s exports would finance a third of their im-
port requirements from the Western Hemisphere (Testi-
mony before the Senate Committee on Foreign Relations,
January 8, 1948).

** Hearings before the Committee on Foreign Relations,
U. 8. Senate, January 8-15, 1948.
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“aid” dollars. The reason why a relatively high
proportion of aid funds continued to finance agri-
cultural export was in part an administrat
matter. The procurement of bulk commodities
such as wheat and cotton, involving relatively few
variations in grade, made specifications simpler,
shipments more rapid, and generally eased the red
tape connected with administration of the aid
programs.

1t is not logical to assume, however, that United
States farm exports depended on foreign aid dis-
bursements during this period. Most countries
did not import more farm products than were
urgently needed for immediate consumption.
Had foreign countries used “earned” dollars to
buy our farm commodities the volume of such ex-
ports might have remained about the same, while
exports of nonagricultural commodities would
have appeared to rely in a large measure on aid
financing.'

With the inception of the programs within the
Mutual Security Program, which called for sale
of surplus commodities for foreign currencies,*
the receipt of a certain part of United States
foreign aid funds by foreign countries became di-
rectly tied to the export of United States farm
products.*® There is no indication, however, th
farm exports under these programs were ad
tional to the normal requirements of the importing
countries.’® Had they received dollars, they
might have bought substantially the same com-
modities, though not necessarily at the same time,
or even from the United States. Thus part of

*In some years the domestic economy could have ab-
sorbed larger quantities of farm products than were avail-
able to it. Without allocation for export, made necessary
by the aid programs, exports would have been smaller.
But this is not the situation referred to by those who seek
to establish the dependence of farm exports on aid
financing.

* Section 550 of the Mutual Security Act of 1953 and
Section 402 of the Mutual Security Act of 1954. Sales
for foreign currencies are also made under authority of
the Commodity Credit Corporation Charter Act (PL 806,
80th Congress) and the Agricultural Trade Development
and Assistance Act of 1954, Title I (Pl 480, 83rd
Congress).

*In some instances countries received aid in the form
of currencies of third countries which bought the farm
products.

*In fact, the legislation provided safeguards against
interference with the trade of friendly countries.




these exports, but only an indeterminate part, was
ectly dependent upon aid programs.
Since during most of the postwar period for-
eign countries exercised a choice in whether to use
their “earned ” dollars for agricultural commodi-
ties or for other imports from the United States,
the use of data on actual exports financed through
grants as a measure of dependence on such grants
may be questionable. All that can be said is that,
as a result of grant aid, total United States ex-
ports to the recipient countries may have been
increased ; or alternately, without such aid, our
exports might have been about the same but reserve
accumulations and debt repayment would have
been smaller.

On the other hand, United States aid may also
have increased exports to countries that were not
direct recipients. Part of the United States aid

was spent in countries such as Canada and Cuba’

for offshore procurement, thus in turn increasing
their ability to buy U. S. farm products.’” In
addition United States aid made it possible for
recipient countries to divert their own resources
to imports from other dollar countries. The re-
sultant dollar earnings of these “third areas”
eventually were used to import United States com-
dities and to finance other transactions with
e United States or to strengthen their reserve
position. This “triangular” effect of the aid pro-
grams on farm exports was not insignificant.
Military aid funds spent on offshore procurement
also increased the import potential of foreign coun-
tries for United States farm commodities.

Importance of Loans and Credits

Between July 1, 1945, and the end of 1954 loans
and credits designed to finance the procurement
of United States agricultural commodities
amounted to an estimated $1.3 billion.

During the first 3 postwar years, in order to
help reestablish textile production and trade, the
United States Department of Agriculture ex-
ported on a credit basis large quantities of cotton
to Japan for processing. These credits were re-

" Payments of ECA dollars to Canada and Latin Amer-
ican countries for goods bought from them by participat-
ing countries was the source of funds for 16 and 9 percent,
respectively, of their 1949 expenditures in the U. S. (ECA,
Seventh Report to Congress, p. 60).

paid from the proceeds of Japanese textile ex-
ports. Germany, too, received and repaid this
type of credit aid. Similar activity with respect
to Japan was carried out in later years through
the “Natural-Fibers Revolving Fund” which Con-
gress created for this purpose. Total credits
utilized under these two programs amounted to
nearly $270 million.

Export-Import Bank loans, mainly for cotton,
amounted to an estimated $800 million. Addi-
tional Government loans to India (grain), Paki-
stan and Afghanistan (wheat), and Spain (wheat
and cotton) amounted to $218 million.

Thus, in total, dollar loans and credits granted
to assist farm exports reached an estimated $1.3
billion. In addition, some part of the residual
$10.6 billion in postwar loans and credits extended
by the United States undoubtedly assisted farm
exports. One example is the loan of $3,750
million to the United Kingdom. The use of the
proceeds of this loan was not predetermined,
either as to commodities which would be bought
or as to the country where purchases were to be
made. Drawings on this loan began in the third
quarter of 1946, and by August 15, 1947, they
totaled $3 billion. Approximately a third of this
amount had been used to procure food and tobacco
in the United States.!®

As total agricultural exports in 1946-47
amounted to $3.6 billion, a not inconsiderable
portion of such exports benefited from the loan
to Britain. Even when the proceeds of the loans
were not used for agricultural commodities (Ex-
port-Import Bank loans of this type totaled more
than $3 billion), the countries that received these
loans were able to devote a larger—but unspeci-
fiable—part of their other dollar resources to the
purchase of United States farm commodities.
Furthermore, the indirect effect of the loans in
stimulating purchases of “third areas” would be
the same as for grants.

¥ Hearings before the Committee on Appropriations,
U. S. Senate, May 13-June 10, 1948. See also House of
Commons Debate on August 7, 1947, which indicates that
direct United Kingdom expenditures in the U. S. for food
and tobacco in fiscal year 1946/47 totaled approximately
$750 million. This figure excludes cotton purchases and
any purchases in the United States by other sterling area
countries which may have been a net drain on the central
dollar pool.
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Table 2.—Value of Government financed agricultural exports July 1, 1945-June 30, 1956

Grants Loans and credits .
ik Total
. oreign | govern-
Year engéng June USDA E i Total |currency| ment

Econ&)mic Civillian i Total Irfxggit UK3 Othort loa,r(lis sales 5 ﬁnanctedo

aid ! supplies . grants loan an exports

ppP tions 2 Bank eredits

Million Million | Million | Million | Million | Million | Million | Million | Mzillion | Million

dollars dollars dollars | dollars | dollars | dollars | dollars | dollars | dollars | dollars
1948 .. - sl 1, 365 422 |- 1, 787 B 700l 25 14 G S et 1, 982
1 1527 7 S R 421 492 |- __.__ 913 3274 750 133 LNl R 2, 070
P0G L s e 739 e B 1, 576 17 250 56 2o NS NG Lt 1, 899
1949 _ . . _ - 1, 516 q03 s o 2, 269 i e Vi A2l e 2, 311
100 L = o 1, 262 461 6 1, 729 ) N e S h 46 7/ 1 SRR 1, 799
OGS L - o o ol 966 175 47 1, 188 14l o) = 1 i e e 1, 202
40820 - o Lle 510 68 2 580 89| L e 184 ol 854
K5 S e Sl RO 377 ol 2o ol 435 620l L 34 96 el 532
1984 - ool 367 24 67 448 T3 Pt s e s 113 135 696
19650 os o0 e 2608 130 390 1) SRS SN e P BT 70 351 811
Total.r a3 3, 290 252 | 11, 315 868 1, 000 486 2, 354 486 14, 156

11946 and 1947: Lend Lease, UNRRA; 1948: UNRRA, post-UNRRA, Interim Aid, Greek-Turkish Aid; ECA,
International Refugee Organization; 1949 to 1955: ECA, Mutual Security and other programs administered by International
Cooperation Administration and predecessor agencies (except ECA-GARIOA), including relief shipments under PL 216

(83d Congress) and PL 480, Title IT (83d Congress).

2 Sec. 416 of the Agricultural Act of 1949, as amended.

3 Estimated.

41946-1948: USDA cotton credits; 1949-1951: Natural-Fibers Revolving Fund; 1952: India grain loan, Spanish loan
(wheat and cotton); 1953: India grain loan, Pakistan and Afghanistan wheat loans.

5 Section 550 of the Mutual Security Act of 1951 as amended; CCC Charter Act, Section 402 of the Mutual Security
Act of 1954, Title I of the Agricultural Trade Development and Assistance Act of 1954.

8 Due to rounding, individual items will not add to total.

7 Preliminary.

agencies, United States Department of Defense, Export-Import Bank; United States Department of Agriculture;

Official records of administering agencies including: International Cooperation Administration and predece%

United States Department of Commerce.

The proportion of agricultural exports directly
financed through loans was increased with the pas-
sage of the Agricultural Trade Development and
Assistance Act of 1954 (PL 480, 83d Congress).
Under this authority, as amended, 1.5 billion dol-
lars worth of surplus commodities (CCC invest-
ment plus cost of financing) may initially be sold
for foreign currencies with no dollar recovery to
the United States Treasury.® An estimated 50
percent of the proceeds of these sales will be loaned
back to the purchasing countries for purposes of
economic development. By Congressional man-
date, commodities sold must be in excess of the
recipient country’s normal imports. Assuming
that calculations of “normal” imports are correct,
this program, in the first instance, will expand

* Reimbursement of the Commodity Credit Corporation
by other Government agencies will make part of the $1.5
billion, in fact a revolving fund. Of the $361 million
obligated through June 30, 1955 (market value includ-
ing ocean transport), an estimated 47 percent was thus
reimbursable.
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U. S. farm exports more directly than some forms
of grant aid.?°

Government loans and credits have been in-
cluded in these calculations of Government fi-
nanced exports because, by assuming the risk of
loss, the Government made possible exports for
which private financing was not available. How-
ever, to the extent that these loans and credits are
repaid, no net drain on the United States Treasury
is involved. This is true also because interest
rates are usually so set as to cover the cost of fi-
nancing ; furthermore, in the case of many cotton

* Whereas competing exporters have argued that the
United States is building permanent markets by this
process, the possibility exists that some of these sales
will unfavorably affect United States farm exports after
completion of the program (1) if stocks are built up to a
point which would limit imports, (2) if the economic
development financed with loan proceeds results in greatly
increased indigenous production, or (3) if dollar reserves
are affected by the payment of U. S. obligations in local
currencies rather than in dollars.




loans approved by the Export-Import Bank, ac-
le disbursements are by agent banks under
overnment guarantee.

Magnitude of Government Assistance

An estimate of the value of agricultural exports
moving under grants, gifts, loans, credits or sold
for foreign currencies during the 10 years ending
June 80, 1955, is summarized in table 2. During
this decade Government financed exports averaged
$1.4 billion annually, for a total of more than $14
billion. Eighty percent of this amount was ex-
tended in the form of grants or gifts; only during
the last 4 years have grants totaled less than $1
billion a year.

It must be emphasized that these figures do not
measure the entire financial and operational en-
gagement of the United States Government in
farm exports. Payments to exporters from so-
called Section 82 funds totaled close to $200 mil-
lion.2* Expenditures to meet the difference be-
tween United States domestic prices and maximum
export prices under International Wheat Agree-
ment reached more than $700 million.

Losses to CCC, reflecting the difference between
cost of sales and sales proceeds on commodities
"nitially sold or transferred for export ** amounted

o more than $400 million during the 1954 and
1955 fiscal years alone. In addition, the estimated
CCC investment plus cost of financing of com-
modities sold for foreign currencies under Title
I of PL 480 exceeded the estimated market value
and hence foreign currency receipts by more than
$40 million during the 1954-55 fiscal year.

The barter of Government-held commodities
for foreign materials,®® while essentially a form
of surplus disposal, may also be considered as an
export stimulant. If the foreign materials were
bought for dollars, a smaller part of the resultant
dollar earnings of foreign countries might have
been spent on United States farm commodities.
Furthermore, these exchanges rest in part on the

% hese subsidies averaged only $20 million per year,
yet certain commodities, notably wheat and cotton, re-
ceived substantial assistance in some years.

2 mhus excluding so-called “domestic sales” of commod-
ities which may in fact have been exported.

2 Authorized under the Commodity Credit Corporation
Charter Act (PL 806, 80th Congress), and the Agricul-
tural Trade Development and Assistance Act of 1954 (PL
480, 83rd Congress).

acquisition of foreign materials in excess of long-
term stockpile objectives and immediate needs;
they are thus in addition to the quantities foreign
countries may have been able to sell in the United
States, and the farm commodities bartered there-
fore might be said to represent additional exports.
During the past year the scope of barter opera-
tions was greatly expanded. Of the $235 million
worth of commodities delivered to exporters under
Government barter operations since July 1949,
$125 million was in the 1954-55 fiscal year.

An indirect form of assistance to farm exports
should be noted. This arises from legislation that
authorizes reimbursement of ocean freight charges
for shipments by private relief agencies, and the
payment of transportation subsidies for relief
shipments by individuals.** It is highly probable
that without these provisions, the volume of relief
parcels would have been much smaller. The value
of relief shipments between July 1, 1948, and the
end of 1954 totaled $282 million; only about
half this amount—the part that represents De-
partment of Agriculture donations—has been in-
cluded in calculations of Government financed
exports.*

Comparison Between Government Financed
and Total Exports

The above estimates indicate that, during the
postwar period, the value of Government financed
exports was 41 percent of the value of total agri-
cultural exports (table 3). Year-to-year vari-
ations from this average ranged from a low of 19
percent to a high of 60 percent. For individual
commodities or commodity groups, the percent-
ages are both higher and lower than the aggregate
figures.?®

% This provision was originally enacted in the Foreign
Assistance Act of 1948 (PL 472, 80th Congress).

% Saction 416 of the Agricultural Act of 1949 (PL 439,
81st Congress) provided, among other things, for the
donation of surplus commodities to United States volun-
tary agencies for foreign relief. The authority was
broadened in the Agricultural Trade Development and
Assistance Act of 1954 (PL 480, 83rd Congress). Before
1949, relief shipments were not included in agricultural
trade statistics.

2 During 1949-50, for instance, it reached an estimated
87 percent for grains. United States Department of
Agriculture “United States Farm Products in Foreign
Trade” p. 20. Wagshington, 1953.
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TaBLE 3.—Value of agricultural exports, United States, July 1, 1946—dJune 30, 1955

Year ending June 30

Government financed
Total value
Value Percentage of total
Million dollars Million dollars Percent
2, 857 11, 560 55
3, 610 11,910 53
3, 505 1,899 54
3, 830 2,311 60
2, 986 1, 799 60
3,411 1, 202 35
4, 053 854 21
2, 819 532 19
2, 936 696 24
3,143 2811 226
33, 150 13, 574 41

1 Excluding civilian supply programs not included in official trade statistics.

2 Preliminary.

As has been pointed out, these figures do not
indicate the probable volume of exports that would
have taken place without Government assistance.
In comparing the two sets of data it must also be
borne in mind that trade statistics exclude certain
categories of exports and there are differences
also with respect to valuation and periods covered
between statistics on financing and export statis-
tics. A few examples will illustrate this point.

Exclusion from trade statistics of certain cate-
gories of exports mainly affects early postwar
data. Immediately after the war, the civilian
supply programs were carried out with military
supplies located abroad. Direct shipments for
this purpose came later. As United States export
statistics exclude goods shipped for the use of our
military forces abroad, it was not until January 1,
1947, that agricultural trade statistics included
the civilian supply programs. Likewise, after
July 1, 1950, when the civilian supply program in
Korea made use of Army stocks in Japan and
Korea, such transfers do not show up in the trade
statistics.?” (This exclusion applies to UNRRA
purchases of United States military surpluses
located abroad.) Thus in comparing Govern-
ment-financed with total exports, commodities
originally intended for use of our Armed Forces
but later transferred to other programs must
either be subtracted from the Government financed
exports (as in table 3), or added to total exports.

* BUREAU OF THE CENSUS. FOREIGN TRADE STATISTICS
NotEs (April 1949), p. 76.
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It is estimated that the export value (f. a. s.) of
civilian supplies distributed between July 1, 1945,
and December 31, 1946, totaled about $600 million ;
in one sense, our agricultural exports were that
much larger than presently recorded.

In arriving at this figure of $600 million, a minor
problem arose from the fact that with the military
having procured and transported the commodities
in the first instance, f. a. s. costs had to be calcu
lated. A much more serious problem arose be‘
cause the number of programs being carried on
simultaneously resulted in lags and errors in re-
porting, double counting, cancellations, and later
in the revision of civilian supply data. In a num-
ber of instances, United States export statistics do
not reflect these corrections and revisions; this
affects the comparability of the two sets of data
at a time when civilian supply shipments were
substantial.

Differences in methods of valuation affect the
comparability of Government financed and total
exports, especially from the standpoint of the
quantities included therein. For instance, in De-
cember 1947, in face of a threatened wheat short-
age, the Commodity Credit Corporation was
instructed to turn over to the Army for foreign
civilian feeding surplus commodities at a price
equal to the caloric value of wheat.>® Obviously,

* Congress authorized CCC to absorb a loss of $27.5
million in these operations. Hearings before the Sub-
committee of the Committee on Appropriations, U. S.
Senate, April 7, 1948, p. 40.




when a pound of raisins is valued at a pound of
heat, export values become distorted.

The civilian supply programs also utilized sur-
plus military stocks located in the United States,
and the values assigned to these surpluses were
well below the value of concurrent shipments of
similar commodities.® A similar problem of
under-valuation arises from the inclusion in
UNRRA shipments of $138 million of surplus
foods (largely Army quartermaster stocks) pur-
chased in the United States.*

More recently, the major problems of valuation
have arisen in connection with the export of Com-
modity Credit Corporation stocks. In a number
of instances commodities supplied on a grant basis
are reported at CCC cost, including storage; in
other instances they enter export statistics at cur-
rent market value. When the CCC cost is above
market prices there is a tendency in comparison
with overall exports to overstate the proportion
of Government financed exports. Year-to-year
comparisons are also distorted. For instance be-
tween 1953 and 1954, the value of U. S. wheat
exports dropped $162 million (28 percent), while
in terms of quantity the decline was 16 percent.
One of the reasons for the decline was that in the
earlier year total exports were swelled by a grant
700,000 tons of wheat to Pakistan. This wheat
as recorded at the CCC cost of approximately
$3 a bushel, whereas the value of all other wheat
exports averaged about a dollar less. Thus in
terms of value not only was the decline in wheat
exports overstated, but so was the proportion of
Government financing.

Donations for famine relief are generally in-
voiced at CCC cost, resulting in similar differ-
ences. On the other hand, CCC commodities do-
nated for foreign relief under Section 416 of the
Agricultural Act of 1949, are invoiced at approx-

* Over-valuation occurred as well. For instance, the
civilian supply programs were charged for CCC wheat at
CCC cost at a time when market prices had dropped below
that figure. Hearings before the Subcommittee of the
Committee on Appropriations, U. S. Senate, April 7, 1948,
pp. 41-42.

¥ UNRRA, THE CONTRIBUTION OF THE UNITED STATES
10 THE UNITED NATIONS RELIEF AND REHABILITATION
AcENcY. Washington, 1949, p. 37. Surplus military and
lend-lease stocks located abroad and purchased by
UNRRA were also procured at prices which had little
relation to their f. a. s. cost. (Woodridge, op. cit. Vol. I,
p. 390.)
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imate market prices. Concurrently, CCC sold
many of these same commodities to international
institutions and foreign governments at negotiated
prices which were often far below market prices.
For instance, in the 6-month period ending
June 30, 1954, the CCC reported disposition com-
mitments for nonfat dry milk at the following
per pound return to CCC: commercial sale for
export (including exports under grant aid) 11.3
cents; noncommercial sale to relief societies, 5
cents ; noncommercial sale to foreign governments,
214 cents; sale to the United Nations Childrens’
Fund (UNICEF), 1 cent;? at this time dona-
tions for foreign relief under Section 416, were
invoiced at 15 cents. In such instances comparison
of Government financed with commercial exports
would overstate the former if CCC cost was a
large component; it would understate it if nego-
tiated prices were the major component of such
exports. Furthermore, under an amendment of
Section 416, international agencies became eligible
for donations.** Presumably most, if not all such
donations will now be recorded at current market
values. As sales to these agencies formerly were
mostly below market values, the apparent im-
portance of Government financing will increase.
The need for caution in comparing Government-
financed with total exports also stems from the
fact that the International Cooperation Admin-
istration and its predecessor agencies (ECA, MSA
and FOA) only report on “paid shipments” or
“expenditures.” These data represent reimburse-
ment to exporters for previous shipments. In the
early ECA days, reports on paid shipments lagged
considerably behind actual exports since “a con-
siderable part of ECA’s financing involved ‘pick-
ing up the check’ in connection with contracts
that had already been let and in many cases ship-
ments that had already passed into history.” s
Although this lag between exports and the time
when the data were reported was progressively
reduced, comparability with trade statistics con-
tinues to be affected by this system of reporting.

% UNITED STATES DEPARTMENT OF AGRICULTURE, CoM-
MODITY STABILIZATION SERVICE, DISPOSITION COMMIT-
MENTS oF CCC ComMmobrTies, July 15, 1954.

# PL 480, Title III (83d Congress).

3 Hearings before the subcommittee of the Committee
on Appropriations, U. S. House of Representatives.
Washington, 1949, p. 1052.
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Statistics on Government financed exports
should not be interpreted as reflecting the extent
of government trading operations. This was
probably true in the early postwar years, as the
lend-lease, UNRRA, and civilian relief programs
were largely supply operations in which the
United States Government procured the commodi-
ties needed for shipment abroad. By Congres-
sional mandate, however, under the Interim Aid
and subsequent programs the Government’s role
shifted from supply to financing. Foreign coun-
tries thus increasingly bought through American
private traders.

On the other hand, statistics that show the re-
duced percentages of Government procurement
should not be interpreted as reflecting a decline in
Government export assistance. Similarly, data

released by the Commodity Credit Corporation
reporting on the disposition of CCC stocks
through commercial sales for export merely in-
dicate that the commodities so listed were handled
by private exporters; in fact, most of these com-
modities move under United States Government
export programs.

Finally, it should be noted that, despite the large
financial involvment of the United States Gover
ment in agricultural exports, in comparison Wi'
foreign countries direct government assistance is
limited. Foreign countries not only use export
subsidies extensively and indirectly subsidize ex-
ports through exchange rate manipulation, tax
and freight-rate reduction, and export credit
guarantees, but engage in bilateral and other state
trading operations.

Concluding Remarks

The data presented in this paper are believed
to be an accurate measure of Government financed
exports under the definition arrived at by the au-
thor. The compilation necessarily involved many
judgments as to the inclusion and interpretation
of various items. Consequently, like all statistics,
those presented herein should not be used for fur-
ther analysis or as the basis for policy determina-
tions without first making the necessary adjust-
ments required by the particular purpose for
which the data are to be used.
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