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The Worldwide Challenges to American Agriculture 
S. 0. Berg, S. A. Engene, F. J. Smith, 

and E. W. Learn 

Americans are awakening to the fact 
that world affairs are not the concern 
of the diplomat and soldier alone. They 
involve the farmer in the country, the 
businessman on main street, the laborer 
in the city, the teacher in the class­
room-yes, every citizen. 

This issue of Minnesota Farm Busi­
ness Notes is devoted to a discussion of 
two worldwide challenges to United 
States and Minnesota agriculture: 

• The competitive challenge for world 
markets. 

• The humanitarian challenge to al­
leviate hunger and promote eco­
nomic development. 

THE COMPETITIVE CHALLENGE 

The agricultural exports and imports 
of the United States are an important 
part of world trade even though the 
United States is generally regarded as 
an industrial nation. We are the world's 
leading exporter of agricultural com­
modities; in recent years we have sup­
plied about one-sixth of total world 
agricultural exports. Only the United 
Kingdom imports more farm products 
than we do. Our actions in world trade, 
therefore, greatly influence the actions 
and welfare of other nations. 

Agriculture is important also in our 
own total export picture. Roughly one­
fourth of all U. S. exports are of agri­
cultural origin. And within the con­
text of U. S. agriculture itself, foreign 
trade is important. At present, produc­
tion from about one crop-acre in six 
is exported. 

The composition of agricultural ex­
ports since 1925 by major commodity 
groups is shown in the figure. In this 
chart quantities are valued at 1952-54 
prices. Consequently changes in volume 
of farm products are shown. 

For cotton, wheat, and tobacco-eur 
three leading export commodities-we 
generally export 30 to 50 percent of 
production. The relative importance of 
exports for other crops is much less, 
but soybeans and feed grains export 
sales have increased greatly in recent 
years. 

Animal products in general are not 
as important in export trade as crops, 
but changes are taking place. For ex­
ample, we exported very little poultry 
prior to 1955 except to Canada. In 1960 
exports of U.S. poultry were valued at 
$50 million. Most of this went to West­
ern Europe, especially Germany. 

The growing importance of exports 
of feed grains, soybeans, and poultry 
is especially important to Minnesota 
farmers. Producers and hand,lers of 
these commodities must now keep 
abreast of changing consumer needs 
and preferences, not only in the United 
States, but throughout the world. 

Government is impor:l:an:l: 

Governments, our own and foreign, 
are extremely important factors in­
fluencing world trade. This importance 
is intensified for agricultural commodi­
ties because of the widespread adoption 
of domestic agricultural price and in­
come programs throughout the world. 
Importing countries have adopted re-

U.S. Agricultural Exports, 1925-1960. 

Value at 1952-54 Prices 
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strictive devices such as tariffs and 
import quotas in order to protect and 
stimulate domestic agricultural produc­
tion. For the same reasons, exporting 
countries, such as the United States, 
also have employed restrictive import 
measures. In addition, they have em­
ployed two-price plans and other forms 
of export subsidies in order to be com­
petitive in price on "world-markets." 

All of our wheat and cotton and most 
of our feed grain exports receive some 
form of government assistance. Re­
cently only about 40 percent of total 
agricultural exports were sold without 
some form of government assistance. 
(See table 1 in the "Outlook Corner.") 

The area trade groups are another 
kind of government force. The most 
significant in recent years is the Euro­
pean Economic Community (EEC), bet­
ter known as the Common Market. 
When trade groups such as EEC or­
ganize to stimulate greater economic 
growth of countries within the group, 
there are strong pressures to use dis­
criminating trade practices against non­
member countries. Current agricultural 
proposals of EEC could significantly re­
duce our agricultural trade to western 
Europe, the area on which we depend 
for more than half of our total dollar 
exports of agricultural commodities. 

But trade is a two-way proposition. 
Amercians must be careful in their 
criticism of other countries' and eco­
nomic communities' trade practices. We, 
too follow restrictive trade practices 
and we, too, face constant pressure by 
special interest groups to increase the 
scope of these restrictive measures. If 
we yield to pressures to restrict im­
ports, the result will be to reduce ex­
ports. 

Few countries have a greater stake 
in achieving the objective of freer 
trade than the United States. As the 
leader of the free world, we must exert 
restraint to guarantee that individual 

(Continued on page 2) 
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actions on our part are not in conflict 
with that objective. 

Market development 

There has been a reawakening of in­
terest in world markets by U.S. agricul­
tural groups. Public Law 480 (The Ag­
ricultural Trade Development and As­
sistance Act of 1954) has played a major 
role in this reawakening. Sales for for­
eign currencies (provided for in Title I 
of the Act) have accumulated large 
sums of foreign currencies in U.S. gov­
ernment accounts in foreign countries. 
One authorized use of these currencies 
is "to develop new markets for U.S. 
agricultural commodities on a mutually 
benefiting basis" (Section 104[a] of PL 
480). 

In cooperation with U.S. and foreign 
trade groups, the Foreign Agricultural 
Service has conducted market develop­
ment activities in 52 countries since the 
program began in 1955. Among the 
commodities for which individual pro­
jects have been activated are cotton, 
wheat, soybeans, poultry, feed grains, 
tobacco, and many others. 

Market development activities under 
Section 104{a) have covered a wide 
range of activities. Examples are: trade 
team visits by both American and for­
eign groups, advertising campaigns, 
educational campaigns (e.g.--cooking 
demonstrations, distribution of re­
cipes), seminars on feeding high pro­
tein meals (soybeans), fashion shows 
(cotton), and evaluation of quality of 
grain shipments. In addition, U.S. repre­
sentation at international trade fairs 
has been sponsored by the USDA with 
market development funds. 

The expansion of poultry trade with 
West Germany is a good example of in­
dustry-government cooperation in mar­
ket development. A PL 480 authoriza­
tion for sale of frozen, eviscerated poul­
try was negotiated in 1955. Sales were 
slow at the outset. The German market 
was unaccustomed to frozen, eviscer­
ated poultry, and effective marketing 
channels and facilities did not exist. 
Through joint efforts of trade and gov­
ernment representatives, the sales were 
made. 

German consumers quickly became 
aware of this new product. Cooking and 
serving demonstrations, consumer ad­
vertising, and public relations with the 
trade helped to build this market. These 
activities were conducted jointly by in­
dustry and government under the mar­
ket development provisions of PL 480. 
Since the first PL 480 transaction, a 
total of $39 million of U.S. poultry 
has been sold to Germany for dollars. 
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U.S. producers and German consumers 
have shared the benefits. 

Recent evaluations of market devel­
opment projects in Italy, Japan, and 
Germany by representatives of three 
land grant universities indicate that 
market development projects have 
helped to expand foreign markets for 
U.S. agricultural commodities. In order 
to achieve maximum effectiveness, 
however, there is an urgent need to 
extend the scope of market develop­
ment activities to include work within 
the United States. 

American producers and trade per­
sonnel need to acquire an awareness 
of the requirements of foreign markets. 
We need to understand the competitive 
conditions that prevail in foreign mar­
kets, and, most of all, we need to make 
changes that will make us more effec­
tive competitors in world markets. 

We may need to change existing 
grades and standards or establish 
special export standards, modify gov­
ernment regulations (e.g.-regarding 
price support activities), improve port 
facilities, improve inspection proced­
ures, and encourage the production of 
breeds and varieties specifically for ex­
port needs. The changes needed call for 
action by individuals and organizations 
at all levels-individual producers and 
firms, trade and producer commodity 
associations, general farm organiza­
tions, and the government. 

Trade barriers throughout the world 
are a deterrent to trade that must be 
attacked primarily at the government 
level. However, even with a freer trade, 
United States agriculture will be able 
to meet its full export potential only 
if we establish a favorable worldwide 
reputation for the quality of our agri­
cultural products and the dependability 
of our marketing services at competi­
tive prices. Primary responsibility for 
achieving this rests with the producers 
and the trade. 

THE HUMANITARIAN CHALLENGE 

We have talked a good deal in recent 
years about the possibility of using our 
surpluses to feed the hungry people of 
the world. We have been motivated in 
part by the hope that we can export 
our surpluses and our adjustment prob­
lems. We have also been motivated by 
a humanitarian motive-to help the 
less fortunate people of the world. 

This humanitarian concern is desir­
able. We have been much more fortu­
nate in obtaining a high standard of liv­
ing than have most people of the world. 
We can help them to improve their 
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standards. This task involves complex 
problems, however, and must be studied 
carefully in order to achieve the de­
sired ends. 

How large is the shortage of food? 
The Foreign Agricultural Service of the 
USDA estimates that approximately 
one-half of the people of the world live 
in countries where the supply of calor­
ies is below the standard we would 
consider adequate.' 

Food consumption is considerably be­
low standard in a few countries. For 
example, F AO (Food and Agriculture 
Organization of the United Nations) 
estimates that persons in Latin America 
need 2,500 calories per day. This pro­
vides for basic physiological needs and 
allows for a wastage of 15 percent be­
tween the retail level and consumption. 
In six of the Caribbean and Central 
American countries, consumption falls 
below 2,000 calories, or more than 20 
percent below the standard. In most 
countries of the world, the difference 
between needs and supplies is not this 
large. 

Dietary deficiencies are much greater 
in other food elements than in calories. 
Proteins, especially animal proteins, are 
very short in a large part of the world. 
An illustration of this comes from an 
estimate made by the government of 
India for the years 1955-56 (see the 
table). The average supply of the main 
energy foods-cereals, legume vegeta­
bles, fruits and nuts, and sugar-was 
approximately equal to needs. However, 
there was a very large shortage of 
vegetables, oils, milk, and meat. 

Amount of food needs 

How large is the world food gap? 
Absolute figures are hard to visualize; 
one method is to compare the gap with 
the total production of some products 

1 The WOT!d Food Deficit, March 1961. 

Item 

Food consumption compared with a 
balanced diet, India, 1955-56 

Balanced 
diet 

Estimated 
consumption 

' ounces per adult per day 

Cereals ....................................... 14 15.4 
Beans, peas, etc................... 3 2.9 
Vegetables .............................. 1 0 2.6 
Ghee and veg. oil............ 2 0.4 
Milk and milk prods....... 10 4.5 
Meat, fish, eggs.................. 4 0.4 
Fruits and nuts.................. 3 2.0 
Sugar .......................................... 2 1.6 

Source: Indian Agriculture in Brief, 4th Edi­
tion, Directorate of Economics and Statistics, 
Ministry of Food and Agriculture, India. 
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of the United States. To balance the 
food gap of calories and proteins in the 
deficit countries would take the equiva­
lent of 35 percent of U.S. annual milk 
production and 40 percent of U.S. 
annual dry bean and pea production, 
and 120 percent of U.S. annual wheat 
production. 

Where are these deficits? The largest 
deficits are in southern and eastern 
Asia. Most countries in this area pro­
duce less than they need. This area also 
holds more than one-half of the popula­
tion of the world. A little more than a 
third of the people of Africa live in 
countries with a food deficit; these are 
mostly in eastern and northern Africa. 
Less than one-third of the people of 
Latin America live in countries with 
a net food deficit. 

These figures, rough as they are, tell 
only a part of the food problems of 
the world. Even though a nation may 
have more food than is needed for all 
of its people, individuals within the 
country may have inadequate diets. For 
example, some individuals within our 
own country or state have inadequate 
diets; this may be due to lack of pur­
chasing power. In underdeveloped 
countries, it may also be due to lack of 
adequate distribution facilities. 

How can we help? 

In total, there are food shortages in 
the world. How can our food help? We 
cannot improve materially upon the 
overall diet of the world; that requires 
more food and money than we have. 
Moreover, we are not in a position to 
guarantee that the food gets to those 
individuals who really need it. 

Adding more food in some countries 
would reduce the death rate and in­
crease the population. While this may 
be desirable, it could give rise to extra 
suffering if our flow of food to these 
people could not be continued until 
domestic economic growth had elimi­
nated the need for it. 

Food contributions will continue to 
be desirable in case of national disas­
ters, such as the earthquakes in Chile 
or in case of drought or flood. These 
contributions, however, are temporary 
and merely offset unusual losses which 
have been suffered in the country. 

Longterm contributions must be tied 
to efforts to help the nations achieve a 
higher productivity and a higher stand­

ard of living. This higher standard of 
.ving involves better balanced diets, 

freedom from fear of starvation in un-
favorable years, and, more important, 
greatly increased supplies of nonfood 
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products. In general, our food donations 
should aid these nations to ·speed up 
their economic development. 

One need for most nations is in­
creased production of industrial pro­
ducts and improved marketing facili­
ties. This requires capital goods­
machines with which to build factories, 
roads, and harbors, and machines with 
which to equip the factories. 

Another need is increased production 
of agricultural products-and many na­
tions have potentials of large increases. 
Persons familiar with India, for ex­
ample, estimate that it would be pos­
sible to double or triple their output. 
It would not be easy, but it would be 
possible. 

Both the industrial and the agricul­
tural expansion will need transfers of 
goods other than food into the country. 
It will also require a large amount of 
technical assistance. Food can be used 
as a means of helping to make it possi­
ble for these countries to pay workers 
on development projects, to provide the 
extra energy and balanced diets needed 
for some of the strenuous jobs, and 
to provide insurance against famine in 
case some new developments are un­
successful, or in case results from at­
tempts to increase agricultural produc­
tion come slowly. 

Prerequisites to success 

The task of providing food is not 
solved merely by a decision to give or 
loan the food to a nation. Several pre­
requisites are needed for successful use 
of the food. 

1. The nation must have the facilities 
neded to unload, store, and transport 
the food to the areas where it is needed. 
We take these things for granted, but 
they are not adequate in many nations 
of the world. 

2. The nation must be able to deter­
mine who in the country should receive 
the food; it must have a government 
sufficiently strong to ensure that the 
food goes where it is needed and to pay 
the costs associated with this distribu­
tion. 

3. When the food is used for eco­
nomic development, there must be an 
organized plan of development; the 
nonfood resources that are needed must 
be provided; and the plan must cover a 
sufficiently long period of time to make 
completion feasible. 

Many hazards are encountered in the 
use of food to help feed the needy and 
to promote economic development. 
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Among the more important of these 
problems are: 

1. Transfers of large amounts of agri­
cultural products to a country may up­
set markets and cause harm to produc­
ers. For example, many farmers in India 
sell wheat in order to obtain cash for 
purchase of goods they cannot produce. 
A drop in the market price due to U.S. 
shipments may cause real hardship to 
these people. Their reductions in pur­
chases may, in turn, affect incomes of 
merchants and craftsmen in their area. 

2. Transfers of food to a country may 
cause severe political opposition by 
persons who are affected. For example, 
Japanese dairy farmers are disturbed 
by importation of dairy products, even 
though dairy production is low in the 
nation. The per capita production is 
only 40 pounds, or 80 glasses per year. 
Yet, one of the authors attended a 
meeting at which a group of Japanese 
dairy farmers were proposing the fol­
lowing resolutions for transmittal to 
their government: 

"a. Establish a price support policy for 
milk, 

b. Buy surplus dairy products, 

c. Stop importing dairy products." 

3. Transfers of food to a nation may 
reduce the pressures needed to expand 
and improve their own agriculture. 

4. Transfers of food to a nation may 
also tend to hide the problems caused 
by their expanding population, and re­
duce efforts to solve this problem. 

The task of helping to feed the hun­
gry people of the world is an important 
and challenging task. It is an important 
step in helping to ensure that our 
method of living can survive. 

On the other hand, it is a very com­
plex job. Success will depend upon our 
willingness and ability to study the 
needs and adjust our thinking to the 
problems involved, and our willingness 
to pay the necessary costs. 
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Outlook for U.S. Exports 
Export volume of U.S. farm products 

reached a record high in 1960; export 
value-$4.5 billion-was the second 
highest on record (see the figure). In­
creased gold and dollar holdings in 
leading U.S. export markets, easing of 
trade restrictions, lower world prices, 
and the continued press of population 
on limited resources-particularly in 
underdeveloped countries-contributed 
to the rise. Another important factor 
was government aid and surplus dis­
posal programs (see table 1). 

In highly developed economies such 
as the United Kingdom, Canada, Japan, 
the Netherlands, and West Germany; 
cotton, feed grains, fats and oils, oil­
seeds, and animal products are im­
portant. These countries constitute the 
primary dollar markets for U.S. agri­
cultural exports. A high proportion of 
transactions with underdeveloped coun­
tries, such as India, are for local cur­
rencies under Title I, PL 480. The pri­
mary need is for food grains-mostly 
wheat. 

The prospects are for increased agri­
cultural production throughout the for­
eign free world in the next 10 years, 
but consumption will also increase. By 
1970 food and fibre import needs in 
free world nations outside the United 
States will be larger than now. This is 
according to Foreign Agricultural Ser­
vice estimates (table 2). 

The Far East, Latin America, and 
Africa are areas where import require­
ments will be greater. The deficit in 
Western Europe is expected to decline 
during the next 10 years. 

Projections for feed grains and fats 
and oils are particularly significant for 
Minnesota farmers. Foreign free world 
feed grain import needs for 1970 are 
estimated to be 83 percent greater than 
now. The greatest share of this increase 
will be in western Europe. The live­
stock industry there will expand as in­
comes increase and the population de­
mands more expensive foods. This in­
dustry will likely require relatively 
large quantities of imported feeds. 

Similarly, free world import needs of 
fats and oils are expected to increase. 
By 1970, they will be 104 percent 
greater than the recent average. West-

FARM BUSINESS NOTES 

ern Europe, Latin America, and west­
ern Asia will have larger import re­
quirements. 

The estimates presented previously 
represent projections of consumption 
needs less production in free world 
countries other than the U.S. This in­
cludes projected exports from such 
countries as Canada. Even so, the 
United States will not have an exclusive 
franchise in filling these requirements. 
Certain Soviet Bloc nations may de­
velop surpluses of feed grains and fats 
and oils over the next 10 years. This 
will be a factor in determining how 
much of the free world needs the 
United States will supply. 

Government will continue to play an 
important role in the movement of U.S. 
farm commodities abroad. In the future, 

U.S. Exports, Quantity and Value, 1925-1960 
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"Food for Peace" will probably place 
increased emphasis on the overall 
nutritional needs of underdeveloped 
countries. While food grains will un­
doubtedly be of major importance in 
the program, other products-dairy, 
meats, poultry, and fats and oils-will 
receive relatively greater emphasis. 

Table 1. U.S. exports, commercial and under 

government programs, 1953, 1956, 1960 

Exports 1953 1956 1960 

billion dollars 
Commercial* 

Without government 
assistance 

With government 
assista nee t 

Under government 
programs 

Total ................................ . 

1.8 1.6 1.9 

0.6 .5 1.3 

0.4 1.4 1.3 

2.8 3.5 4.5 

• Includes commodities bought with loans 
from Export-Import Bank and credits ex­
tended by the CCC. 

t Commercial exports assisted by payments in 
cash or kind or by sales at less than domestic 
market prices. 
Source: Foreign Agricultural Trade Outlook 
Charts-1961 USDA, FAS. 

Table 2. Projected import needs for 

foreign free world nations 

Wheat and rice 

Feed grains 

Fats and oils. 

Recent yr. 
or av. 1965 1970 

thousand metric tons 

11,390 

7,610 

1,377 

12,000 

11,450 

2,375 

12,700 

13,950 

2,805 

Source: Foreign Free World: Supply and De-
Source: FAS M-109, U.S. Agricultural Exports, mand tor Farm Products, USDA, FAS, mimeo-
Past and Present, February, 1961. graphed, June 1960. 
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