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An Economlc Appralsal

LIFORMIA

LERTLN

OI Recent Commodlty Market Per;ormances

JohnvA. Schnittker

It is no secret that commodlty markets in the U.S. and the worldv

have performed poorly 1n recent years.
,that the ev1dence is in the data, and the data are all around you.
;A great deal has already been said or is belng sa}d about thls, in-
preseht and past paﬁers deli&ered ﬁovthe Association;‘andlllsee‘
llttle reason to labor the 1ssue.‘ . |
1. Markeus have been g1v1na agrlcultural producers efhatlcvﬁv
:signals;vthey have been characterized by extreme uncer—
vtaihty and instabildty whereas greater cerﬁainty and
| stabilify are stillvpreferred by‘pfoducers audrconsumers,'
aud uouid produce a betterv(more efficieht) uee ofhv
g:fesouicesvaud a‘betfer (more_equitable) distribution of
production. So we'need impfoved techhiquesffoh suabiliza_
'1f3ti§n{ L | e |
2. ﬁ;S; and‘world uarkets have been atrthe'mefcyhof sfate~h
: tradingieuterérises euch.aé the Soviet UnionAand‘China:
in_recent years. Those nations moﬁe in and‘out‘of'ourh
) marketa.morevor lees at>uill, often purchasing Quantities
so large as to severely and adversely affect economlc |
sectors (U S. food) and natlons (Indla and Bangladesh)
“which cannot, ;n any sense, compete on even terms with
U 'economlc and polltlcal glants such as Ru331a and China.
V/W%}Jj /L/L,Eo’f Mﬂmﬂz/
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I trust you w1ll take my word'






'vff'welght of accumulated supplles whlle graln prlces soared._ Prlce fb;qx‘v

"fyf1972 and 1973 is another example., r"he U S 'meat sector made tne‘f”rnr'”"’

'”[meat prlces 1n recent years - nor can 1nept regulatlon.,

;becorn crop fallure 1n l97h after reserves had been squandered in fin*

'“lffederalvmarket"regdlatioh.1 Prlce controls on meats 1n 1973 encour— fffi

1;r.aged3withholding animals.: Later meat prlces collapsed under the -

.}ocontrols applled to meat at a tlme when prlce—StablIIZing“actlon‘f'?s
;should have been applled to gralns and 01lseeds in order to llm1u.
.jmeat prlce lncreases, played an 1mportant role 1h thls, but’I ém:.
:not sure what role. Certalnly the malfUnctlonlng of mar&ets‘can—{‘u .

;not be glven the entlre blame for the roller—coaster behav1or of

The sharp 1ncrease 1n meat prlces 1n 1975, resultlng from a L

Vhf»world's only magor adJustment 1n feedlng levels 1n l97h—?5 because
jlmarket prlces performed a ratlonlng functlon here wnlle other‘zx'h

g countrles were able to buy nearly all the graln they could af?ord :75713'

‘lv]fto buy from the U S., to malntaln comparatlve Stabllluy 1n thelr 73:"

'::own regulated meat sectors.gf'4

The role of large state—tradlng natlons 1n destab111z1ng our

,markets 1s too obv1ous for much more comment, as- 1s the‘ablllty of ’{}f.

’7,such enterprlses to enter our markets at bargaln prlces, leav1ncv LU

’ed’tthe rest of the world to bear the costs of Sov1et or Chlnese pur—

.chases, or EC regulatlons whlch prevent the extent of world graln:fd;"J

= scarc1ty from beﬂng communlcated to European feeders even whlle

“iU S feeders are belng ratloned severely As Marshall Goldman saldflz

'bjln the New York Times recently, 1n the context of the latest Sovvetffr -




standing, and ve

What is required to improve market performance 3

ogma and the .rhetoric of a free market agricul

ong overdue




s not praetlceblt vfor‘evente>ahd c1rcumstahcesvtlil not oerhit
ththem to do so.‘ Unfoftenately; holdlng out agalnet heeded and
tlmel& revulatlon of markeus in the hope that the true rellglon‘w>;h»22;,;3e;;;gxh
'.,hiof free and open‘export markets w1ll yet be v1nd1cated often post;,}:ﬁ]}ﬁ7f‘7
-f}pones actlon untll 1t 1s too late.—— as 1n the‘easebof soyboan\'*

”‘“xy“export controls 1n 1973

To c1te another example then‘SecretaryABuezipieeed‘hls Departevﬁt
f“fment in the way of‘unllmlted graln‘exports, v1a the prlor apb oval"; e
““véhsystem put 1n effect late in l97h the scheﬁe was offlclally halled ;th~;7 “
’*,vlthen as the way to av01d the hated system of "export llcen51ng

'[It was that and 1t worked, 1t stopped the prlce splra ‘iNow;fwneni¢e;ﬁ

”ffﬁthe prlor approval system may agaln be requlrea 1ﬂ 1975 to 1nsure
“fw'ﬂ~that relatlvely stable food prlces and the rebu11d1n~ of our own
“;hireserves have‘precedeneevover 1ncreased meat‘productlon in the USSR i:fﬁff};;”hf,f
L ?it'le.opposed by 1ts formef‘spoheore 1n‘the Govethment beeahse "itt‘
.eiwohld represent export controls._ﬁxk?: |

75; In the world we llve 1n agrlcultural productlon, exports and

fe;prlces are 1ssues of hlgh pollcy.L It 1s worse than 1nept to argueff

‘“:that we must let, and that we are lettlng; our ooen agrlcultural f;;/i" 
Tie;markets functlon,:lt is false. There is a heavy overlay of polle§
:5,1nvolved not only in sales to Ru331a and Chlna, but 1n oar agrlcul- ::b
'1»tura1vtrade'relatlohs w1th Eufone and many’other‘countrles; and 1n
tthe‘questlon of reestabllehlné graln feserves.‘ It would be well fhtf” :







arlslng out of changed circums»ances af;ectlng aﬂrlcultural markets. o

Spec:.flcally' '; -

= We need to set upper llmlts on agrlcultural prlces in the |

v {;1nterest of general economlc stablllty, as well as lower 'dj:oﬁjﬂ.

vllmlts in the 1nterest‘of farmers. Feedlng reserves:lnto‘:
7Lithe market in tlmes of reduced crops is the preferred form‘
5“-of regulatron 1n ohxs case but when there arevno.reserves,‘
”‘?rpollcles llmltlng exports should be in effect. i’i:fﬁfdf

'::‘_fwe need to ralse aarlcultural prlce support levels very sub—fj:'

\_.'-

'ﬂf7stant1ally for several years both to encourace rull produc-fﬂh AR

'bvtlon and to inst re that some reservee are accumulated as dl»l'
’booppoeed'to rapld.expan51on of graln'feedlng to enlmaTS and :
..,fifpoultry at the expense of reserves.lﬁln S
“3rerThe poss1b111t1es for useful regulaulon of futnres.narkefs el

ﬂ»fto foster market stablllzatlon need to be exp101ted as I

ijComm1331on.;j

‘71f;ﬁf51we neea an open 1n;ormatvon pollcy, full dlsclosure can often

' be a substltute for greater regulatlon.

zlfdbelleve they w1ll be by uhe new Commodlty Futures Tradlng ff,.‘;"e’r



