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WORLD TRADE PROSPECTS FOR U.S. AGRICULTURE

~Quentin M.iWest*

~Since the 1930s when the United States embarked upon a -
course of promoting free-trade, U.S. and world agricultural
trade has greatly expanded w1th successive reductions of tarlffs

via negotlatlons Advancing through ‘the 19705, we stlll have

' 'tarlffs but these are not the maJor trade constralnts Today,

non- tarlff barrlers are the chief 1nhibitors to world trade

Wlth this new awareness which the Pre51dent dramatlzed 1n ‘icliv

his August 1971 New Economic POliCJ announcement the world

- ‘has now set upon a new course of negotiations aimed at.solv1ng,

‘highly'complex monetary and trade problems. These result‘from a

decade of rapid economic growth, emergence of domestic and

,vlnternational trade policies of 1nd1v1dual countrles, and

’recently establlshed trade blocs whlch conflict w1th free trade

goals.

' L/S’ ‘
*Dr. West Admlnlstrator of USDA'%fEconomic Research

Serv1ce, presented this paper at the 1972 Annual Meeting of the _

{

- American Agricultural Economics As3001ation, Ga1nesville,>

Florida, August 21, 1972.

The author»appreciates the assistance of Anthony S. Rojko, :

Arthur B. Mackie and James R. Sayre, Economic'Research Service.



the post-World

)

An irony of agricultural modernization o

D

Wér IT era has been that, Whilé we inbreésed‘ihcomes aﬁd produc-
tivity, we aiso erected non~tériff bérriers ﬁhich restricted

. | : ' :
international movement of the benefits of this new productivity,
In the pursﬁit of inpreased farm incpmes, various income and
priée support programs were instituted in developed nations to
deal with imbaiances created by rising proﬁuctivit&. Té realize.
the fuli domeétic benéfits of thesevp;ograms; countries or bloCé
of countries instituted export subsidies, variable levies and
imports quotas, and other non-tariff devices. While such pro-
grams contributed to improved farm.income; they also became = ¢
barriers to the frée flow of goods among nations.

Much progress in eliminating trade barriers has been made;

While many tariff problems remain, the difficult problems as

,wé enter further GATT negotiations will be ﬁhoée invdlving non-

tariff barriers. This arises because it necessarily involves
negotiations on domestic issues in the international arena. For

instance, to what extent can domestic price :support programs which can

restrict trade be brought into international talks?

An emergiﬁg and vital economic fesearch area lies in
identifying those domestic poliéies which will achieve cfitical  ,
ﬁatioﬁal objectives while minimizing undesirablé effects oh
trade. Nations committed to unhindefed tréde ﬁusﬁ héve’clear>

>

economic options so that the policies they adopt will not



conflict with their world trade intentions.

Historical Trends in U.S. Farm Trade

Few U.S. agricultural issues are as meaningful to the
American farmers' pocketbooks as those relating to world trade.

The Agricultural Act of lC) 0 is redicated on a rowing market
N O >y
N /‘

including a growing export market. Secretary Butz' landmark
O -] B

Jjourney to Moscow was a practical visit of a farm salesman who

understood what increased grain sales could mean to our economy.

Too, trade was an important area of discussion later in U.S.-

Soviet Summit talks. The July $750 million grain sale to Russia

Capéed these évents.

While declining in overall percentage terms, U.S. farm
expofts are at an all-time high. One of almost every‘$7 of our
farm cash receipts comes‘from foreign markets. Not even the.
dramatic events affecting our farm trade in 1971--improved grain
crdps around the world and the port strikes--prevented us in
fiscal 1972 from reaching a récord ot $8fbillion in exports.
‘Somé predictv$10 billion in éxports pdséibly by or befare 1980.
will explore the éonditions undervhich this could happen.

" The favbrable”U.S.;agricultural trade balénce—4355ut $l.9

billioh in l9Tl——takes on special ‘significance in helping to

.

overcome the $3.9 billion trade deficit .in nonagricultural goods

that same year.



Patterns of Trade (5)

Events of the post-WW II years have generaﬁed'significant
shifts inbworld agricultural trade‘patterns: J

*Rapid ecénomic growth in developed regions has

spurred demand for food producing imports sﬁch

~as feed grains and other livestock feeds. This

e sharply ‘with “the heavy import emphasis

Jon ggricultural raw materials such as cotton,
wool, jute, hard fibers, and rubber which

~characterized the 1920s and 1930s (fig. 1).

*¥This demend shift has altered trade patterns
between nations and has revised export prospects

for particular commodities and nations.

*¥And, the real phenomenon in this period has been

the advent of trading blocs, most especially the EC.

' Nations with established productivity, trading expertise,

facilities, and opportunities are better able to adjust to

_recently changing trade conditions. Others, especilally

developing nations, are hampered by & lack of export experienceg
low productivity, slow economic growth, and other factors which

stymie adjustments.

Influenced by these conditions, much world trade in farm



products is among developed nations--recently about 55 percent
of the exports and Tl percent of the imports. Tfade.is one-
directional; from major exporters (Unite@ States, Canada,»
Australia, and New Zealand) to majprlimporteré, mostly Veétern

REurope and Japan.. The United States, largest single farm

0Q

eiporter,_éécounts for a sixth of the world's farm exports while
the EC is the largest importer——about a thifd of the ﬁotal
' Thé'developing nations’ (excluding Israel and Argentina)'
participation invwofld farmbtrade is élaékeﬁing. While‘agricﬁl_
tural exports‘by developing'natibns'rése fﬁom.$13.5.billioﬁ in
1955 to $16.5 billion in 1969, their world share fell from L5
to 33lperéeﬁt. VRQasons are several-fold:' B | |
*As'pdinﬁed,out'éarlier, there is aAshift in overall
farm trade'from.agricultural raw méterials,llargely

products of low-income tropical agriculture to food and feed.

*Fér tropicai exports——cocoa{ coffee, tea, banaﬁas——
‘demand growth doeé little méré than parallel population
‘growth in importing nations. Too, pféductivity‘hés
generated intense Qompetition among developing nations,
exerting downward pressure on prices.

*Developing nations are largely eXC1uded ﬁ;omythe
growing beef market in dévéioped,nations wﬁg;h:ha&e
raised barriers on the'grounds of protectionism and
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quite legitimate prdblems~such as animal disease.
Moreover, the related world feed gralas market
has limited opportunity for developing nations

because of low productivity.

*Developing nations have been too preoccupied with
feeding burgeoning populations to>be‘effec£ive in

export markelbe.

The trend for developing nations is to buy less from one
‘Qaﬁoﬁhﬁrwémﬂhﬂﬁﬁéﬁf%bm*tﬁéjﬁéVelépedFW@rld. ”Théy”éﬁpplied~h9
rercent of their own farm impo;ts just 15 years ago. Some L6
percent came from developed nations and 5 pefcent from
Communist nations (Bastern Furope, USSR, Mainland China). By
the late 1960s, they bought from each other only 34 percent of
their farm imports; some 56 percent from developed nafions, and

10 percent from Communist nations.

The emerging trade pattern of the centrally—planned nations‘

is similar--intra-trade has grown slowly while trade with_other
regions has'increasgd rapidly, most especiélly with the develop-
ing naticns. The developing world's share bf Commuﬂist impofts
rose from 12 to 32 percent since 1955. Communist nations have
also increased Imports from developed nations.

"Developed nations have most readiLy édjusted to new world

" market demands--specifically the rapid growth in food and feed
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trade. These~iﬁcreased.about $lT billion from 1955 to 1969 |
while nonfood farmyraw materials climbed only $2.5 billion.
While U.S. food aid shipments were significant, mﬁéh of the

sharp increase has been in feed grains, oilcake and meal, soy-

v beaﬁs,'and other feeds. In the eaflybi§605;7555ﬁfuéﬁmpercent

of U.S. farm exports was feeds and feed grainsj this climbed

,ﬁq.koapercﬁnt,by 1970, -&aﬂaﬂwand‘the;EC,,accelerating'livestock

“produetion; were rchief customers.

“wfﬁéEﬁé éﬁd‘%apaﬁ héVe:had a'ﬁO?; rafgd’gréwthviﬁ impofts gf.
‘fegd,and:fqg@sﬁuffslthan Qf%foods»ahd_agriCUItural raw materials.
:While'EC-féod*imports:r®%e+8.pereen% éﬁnuéliyiéurihg the 1960s,
yearly feed imports climbed neafly 10 percent. Japan's feed
impofts in the same period raced upward about 19 percent a year
 while food imports lagged at about il percent.

These shifting trade patterns‘have been summarized by
Mackie (5). These shifts have: 1) increased the developed
countries' market share in all three.ecohomic regions; 2)
decreased the developing nations' market share in the developed
céuntries; 3) made the developing nations more dependeﬂt upoﬁ
agricultural producté of the developed cduntries; 4)- increased
the dependency of the‘central'plan'counfries upon world
supplies of farm products; and 5) effected a substitution in

world markets of developed countries farm products for those

from the developing nations.



Major Issuves Affecting U.S. and World Trade

New rules affecting monetary and trade flows between
countries will, no doubt, be the overriding isspes affécting
trade‘andbits'exbansion. Groundwork for negotiating both new
monetary and trade rules is now being laid. An important issﬁe
to be resolved before negotiation can begin is thevquestion_of
tying trade ngg@ti@ti@ns to ﬁheadeMelmeﬁnt of -a new monetary
sysiem .

- ‘Resolution of this 'QUesti;Jn may well ,deter'miﬁé the success
in dealing with the major tﬁadetpolicy issues in the 1970s--
non-tariff barrieérs. Aﬁy new monetary‘sys%emvdesigned to
restore equilibrium in the capital markets cannot Ee successful
if trade policies are used to distort the exchange system, the
competitive position of various producers and, thus, the long-
term trade flow~of.goods and services, which set up conditilons
for disequilibriun.

In short, the old rules governing monetary and trade
systems of the‘posﬁ—war yéars, which created the disequilibrium
of the 1960s, must ﬁow be replaced with an inteérated monetafy
and trade system,théﬁ will restore international equilibrium
and the necessary conditions for continued long-term economic
growth of the United States and, indeed, the world.

The recent rise in protectionism and policies to reduce

import competition represent major trade issues ripe for
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negotiation. Results will influence future growth and

‘expansion of U.S. aand world farm trade.

Tariffs and Quotas

After six GATT rounds of tariff reductions, the inhibiting
effect of customs duties on trade has been greatly diminished. -
Their continued presence is still a problem but not a major

hreat to free trade.

1

r

Non-Tariff Bacriers (6)

Some important econémié policies constitutimg.non~tariff
barfiers ére: domestic support programs, export suﬁsidies,
domestic consumption réstrictions, and preferential trade 
agreemeﬁts,

-

~Domestic price and income supports. - Programs and policies

héve been instituted in the Unlted States, Western quépe;’and‘
Jaéaﬁ to assisf'fafmersvto survive in a more cémmerciélly-oriénted
 society. These programs generally have been designed mére to'.
~support farm incomes by supporting cémmodityvprices thanvin‘
sﬁimulating rural employment or outmigration. Most obvious
results of these programs have not beén'their success in réising
farm incomes but in éreaﬁing surplus productibn (3), Surpius

production has led to increased protective trade policies and

B

subsidies to protect the domestic¢ production pfdérams; The reverse is
. 3 i
also true. Net result has been to divert trade between countries

and cover up true éompétitive relationships.
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The most outstanding example of trade-diverting effects of
such policies in the 1970's has been the develépmeﬁtbof the
Common Agricultuial Policy. (CAP) in the Economic Coﬁmunity; The
major issue regarding agricultural protectionism has beén the‘
effects of the CAP variable import levies in slowing imports.of
grains, fruits, and other U.S. commodities while stimulating
increases in domestic prpduction of these productsvfoﬁ farm
income support purposes with prices above world lewvels (2).:

Income and price support piograms of developed nations
shbuld be harmonized tb reduce their impact upon long-term
expansion.

Export subsidies. Export subsidies are used to help rid

‘developed countries of unwanted products resulting ffom domestic
prices being supported above their equilibrium levels.

Curfent farm programs of dewveloped nations have resulted
in excess producfion capaéity (3). Resources now enggged in.
agriculﬁure are cépable of producing more than can be disposed of
at prices that would yield comparable returmns to ré#ources used
eiﬁewhereov As result, governments of indqstriaiized nations
have‘héd to engage in trade policies involving export subsidies

as high as 300 percent of export prices. In many cases these
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efforts have been more costly than successful

Cindividval country exports (4).

3
/

Domestic consumption restrictions. Most FEuropean countries

‘(including the USSR and Eastern Burope) significantly restrict
‘consumptionlof many foods through higher priceé (k). There‘ara
‘otherbprograms such aé internal taxes and government‘procﬁrement'
aﬁd distribution practices’that restrain imports and‘insﬁr

higher consumer prices.

Preferential trade. Proliferation Cf tfade preferences by
major trading blocs is'é major threat to free-trade by syétem—'
atically graﬁtihg concessions of access in éach other's markefs.
This is én.attempt to extend free'trade benéfitsvenjoyed by‘bloé
members io'an enlarged world group ﬁhile Sysiematicallyvdisérimf

1

inating against trade with all other countries.

Prospects For U.S5. Farm Exports

'President‘Nixon has called for an annual $10 billion level
of agricpltural exports.  He did not announce a target date. At
least two crucial guestions are appropriate: Is the target
 feasjb1e?v When will it be reached?

- "All forecasts and projeétions de?énd on éx~
pectationé, Some such as averége ﬁeather\capnot be_controlled.

Others concerning policies and econonic relatidﬁéhips have mean-

ing only‘to‘the extent they appear feasible. Thése must be



con51dered When dlscuss1ng the $10 billion figure.

The level of exports 13 the result of a combination of
- many factqrs. Whilé exports for a ;ingie commodity in a region
may vary considerably because of weather, wars, and other
gpecial circumstances, the aggregate world velues show a steaéy

yearly growth. This trade has grown around $1.5 billion a year

Gﬁigwaa}. ‘Fligure-2valgo shows ‘growth in value of U.S. farm

';éfts,aﬁd’Wha% is h@ppeﬁing to the U.S. share of world farm
”ﬁrade.

g _lfchxnsﬁt_tr@mdsucgntinue,»world farm.trade could incresase
to $55 billion by 1980. If we assume the U.S. shafe» will be 17
' pérCent-fthe average of the jast 2 years--value of U.S. éxpérts
could reach $9.3.billion by 1980. The same procedure would give
$10 billion by 1984. The $10 billion figure could alsc ve
reached by 1980 if our shére increasgd to 18‘percent. For most
of £he past 15 years, the U.S. share has been in the range of
16 to 18 percent. Our share was growing to the mid-1960s but
has beéhﬁédmeﬁhat'érratic since and DOSSiblV declining.

- Projecting the trend of U.S. exports directly would glve a
. $9 5 billion export level by 1980. ERS has a continuing program
for making projections with periodic reappraisals of the total
‘export picture. The last complete set of projectioné to 1980,
both domestic and foreign; was made 2 years égb.* We are

evaluating these projections and extending them to 1985 and,
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for some purposes, beyond. Today, I will discuss our 1980
projections: | | |
In July 1970,'Culver and Chai{published projections to 1980
on U.S. produc%ion, conSumption; and exports (1). In this

approéch, individual commodity projections were aggregated and

then reconciled into a unified total picture. Their projected

exports were based on these agsumptions: 1) current world farm

trade policies will continue; 2) no major crop failures; 3) con-

'tihuation~of'present»fbod-and fiber policies designed for

cproductivity gains will result in e substantisl increase in

food grain supplies espeéially in developing countries; and

' L) world capacity to produce food and fiber is expected to

exceed demand in'1980 at recently prevailing price levels.
These p}ojections-indicated farm exports at a little éver.
$9 billion. The Culver—Chéi grain export figure was probably
high while the soybean figure underestimated growth in the past
2 or 3 years.'\
During this ééme period, ERS published a series of dsmand
préépect studies (7). It included whéat, coarse grains, ricé,

cotton, and oilseeds. These studies present several ‘alterne-

“tive projection sets to 1980 for major world regions. The

basic set, Set I, might be described as a moderately successful
"green revolution." It assumed a continuation of present food

and fiber policies in the developing countries and aliowed for
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moderate gains in productivity consistent with some improvements
“in technology. Another alternative, Set II, could be termed an
accelerated "green revolution." It assumed that a higher rate of
agricultural productivity and economic growtﬁ would prévail in
the low income nations.

Rates of economlc growth and agricultural productivity in
the develqped and centralbplan areas remain the same under toth
alternatives. Their current food end Tiber policies are assumed
to continue. However, contimuing policieé for the develOped
mexportersvinélude.a_fléxible,production, storage,-ahd export
policy leading to relatively gtable worid gréin prices.
Specifically, the United States and other developed exporters
wéuld reduce exports, if necessary; to avoid.precipitous price
declines. The study also explored the impact on world price if

the Unitéd States were to carry cut a policy of_maintaining the
'same marketishare in the facé of accelerated growth in the
- developing world under a subset of Set II.

Value of U.S. exports of grain, oilseeds, and cotton under
the Set I assumption of moderate growth in the developing world
//ﬁnd continuing stable price and trade policies in the_dévelopedv
world amounted to $5.6 Billion in>1980. This was an increase of
$1.3 billion over their level of $4.3 billion in the mid-1960Cs -
and $0.9 billion over the level of &4.7 billion in 1970. These

projected increases under Set I are comparable for each commodity
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as projected by Culver and Chai., This demand prospects study

also underestimated the demand growth for soybean exports.

.

In our éurrentAprojectlons, we give more emphasis to
»measuting the impact on trade of changes in national policies’
(hon~tafiff barriers). We recognize need for fﬁftber developing
the basic economic relationships to adequately test thiS impact,
.Howeyer9 we are attempting to ﬂeééure these econpmic relaﬁion—'
ships within the constraints of national’policies.
We will discuss some of our prelimihary'work in this area by
exploring three sets of conditions:v 1) export conditions which
’woﬁld chntribute to zero growth; 2) thcse»ﬁhichvﬁoﬁld ééntribuﬁe
to moderate growth; and 3) tﬁosé conditions which would contribute

to significantly accelerate our farm exports.

Zevxo Growth in Exports

To put inﬁo-perspective the full impact‘of non-~-tariff
barriers‘on‘tiade,.ﬁe havé made some tentative projectibns whigh‘
déscribe the trade patterns in a world.whéie thé major countries
achieve increaéea'levelsvof éelf~sufficiency through domestic
price and incoﬁe suppoft policies. Invthe reél world, countries
féll shﬁft of ﬁhése §bjectives aé trade 1evels'in any year muéi
‘adjust and interact with ?olicies of other couﬁtries. In‘some.

~

ways this set of projections can be looked upoﬁ*aq;a possible

minimum level of exports that would accrue to the United States.

Another view would be that the United States was basically a
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residual supplier in a world trade énvironmeﬂt characteriz&d by
increasing protectionism. .

This minimun le?él would be consiétent With the f§llowing‘
set of pessimistic assumptiéns: l) the enlarged‘EC would 5é
esseﬁtially self~sufficiént for grains; 2) the expeéted>market
for USSR and Bastern Europe did not materialize and this g%oupv.
wQuld'be a net exportervof grains;-3) there would be very-little
growfh in the livestock economies in the de&eloping countries;
ﬁ)'thevVgreen revolution" in the developing countries would>pro— :
qeed at an accelerated growth; and 5) our PL 480 commitments
would remain at a relatively low le&el. Given these assumpfions,‘
total U.S. farm exports would have difficulty expanding much,’if'
at ali; above $8 billion. |

This figure certainly appears contradictory ﬁo the expecta-
tions based on recent éiperience. Yet, this is the conclusion one
can obtain from direct aggregation of results from several
studies. TFor example, a recent Michigan State study on the
impact on‘U.S.‘agricultural trade of the accession of the United
‘Kingdom, Ireland, Demmark, and Norway to the EC.indicateé that
the enlarged BC could bé close to self;sufficiency in 1980 for
grains and would héve a.dairyréurplus (2). A récenﬁ ERS study
states that Eastern Europe and USSR'comBined~COUI§ be a net
exporter of total grains in 1980 (8). Other coﬁgfry~studies

indicate that an accelerated "green revolution" is feasible and
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tﬁaﬁ the cereals picture in the de?eloping worldbgould lead to
sﬁrpluses, partiéularly.if population is réasohabiy controlled.

How quickly the livestock enterprise might evolve in the |
developing countries is uncértain. In particular, beéause 5f
slow income growth, thelr policy might be to fortify-éerealsn
rather than correct the protéin deficiency thfoﬁgh.increased
livestock consumption. Suéh a policy would siow coﬁsiderabiy the
growth in the livestock enterprise and would postpone the . ’
poteﬁtial U.S; export market for feed‘grgins whigh_might result

from livestock enterprises in low-income nations.

Some CGrowth in Exports

Despite immdbility in basic démestic.income and‘price
support policies, the outlook for the 1970s is not ﬁhaﬁ
pessimistic. Even with no major changes in non-tariff barriefs;'
- We>éXPeCt continued growth in world farm trade aﬁd thatvthe“U.S.
sharé‘will'continue. This growth can come about through a modi-
fication of some or ail of the assumptions associated with the
$8 billion export figure. For example, the enlérged EC might
continug to import grain at higher leveis thaﬁ suggestéd by the'
MSU‘sﬁudy;' In spité bf rising prices, per capita.meat_consumption
‘ééntinues to grow in the EC and may grow more répidly than:

anticipated in the MSU study. In addition, inflation could be

an appreciable factor.
~ The USSR might fiﬁd it feasible to continue. to impor; feed grains

N

or
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ing efficiency, particularly
O J" » V ‘
if favorable trade terms are offered. The recent USSR agreement to
buy $750 million worth of grain over a 3-year period is an example.

: , there is evidence that
In fact, because of bad weather in Russia/U.S. grain and soybzan sales

could be around $1 billion this year aloné.' If such C§nditioné :
coatinue, they could have an important impact on the i980’éprrt:iEVel.
Even if_the develqped import markets expand slowly, it iﬁ-likely'

‘that déveloping nations will make avsubstantial effort to build’ﬁp
liﬁestbﬁk e;onomies. This could impact heavily on devéioped'nations
with a growing surplus of grain. Of course, this>ﬁould require speciai"
concessionalbﬁrograms that could bebcalled ”feed’for'dévelépment"
programs to fepiace "food for development" programs. In such a
.setting, even with no basic changes in national agricultural péliciesb
(non—tariff barriers), U.S. farm expﬁrts Woﬁld'easily‘excéed $9 billioh

and could reach $10 billion before_l980 if all these factors were

favorable.

Expanded Growth in Exports

We might expect a new set of export conditions if negotia-

tions to reduce non-tariff barriers were successful. With the
b3
K3

lowering of these barriers, we can see that exports of commodi-
ties in which we have a competitive advantage would rise signifi-

cantly. But, we are also aware that>gains in exports would be

partially offset by added imports of commodities in”&high3we have

i . . ’
less competitive advantage. In addition, our exports of some
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commodities would fall. Moreover, while there is little question

that the total U.S. community would gain from totally free trade,

F

we are unsure of the extent to which each segment of the agficulf
tural sectorvwill'share‘iﬁ these beﬁefitsu.

| vFirst, let's take a look at a commedity grouﬁ in which we
have a competitive advantagel—the grain-livestock sector. Our
preliminary analyses indicate thaﬁ.substantial_gains in U.S. feed
'-wgraiﬁwea@ortSfé@uldﬁbewexp@cted.\'This~Would result from’incfeaSed
demand for meat and livestock products as avresult‘of 10Wer.priées
ih,develpped“imggrting countries and from a reduction in feed
grain productioﬁ in Western Burope frbm levels that would have
prevailed under current high grain prices. The increased world
demand for meat would ténd to réauée the preggure of beef imports
into the United States. However, although the United States
might find it profitable to export some fed veef, it would
essentially stiil remain a net importer of grass fed beef.
Preliminary research indicates thal we could realize gains up to
$4 billion in exports of feed grains and soybeans.

| But trade‘is a fwo-way street. 4Cpening the export market
for feed graing might‘only be poséible_if we wéfe to open our
market for beef and dairy products. This could result‘in én
increased import cost that could be as high as a bil;ion dollars:
coming mostly from larger dairy préduct impofts,~thus reducing

the net gaih in export earnings. However, this net cost might be

»



lowered by some gains in export earniﬁgs from beef fTor the
reasons indicated above.

Generally speaking for the.livestock—feed complex, removal
of non-tariff barriers would tend to raise priées forvbeef,
vdairy products, and feeds in eprrting countries and lowef priCéé'
to consumers in importing countries. The United States,_because
of'itsftechniéal know-how and ability to;adjust'productidn upward,
because‘of reserve acres, would gain more than other nations.
during the 5- or 1lO0-year transition‘period to free trade. The
1ivestock commodity group would also tend to gain from‘increased
:inCOAe induced through free trade. 1In thevlonger rﬁn, wevshould .

- expect to lose some of the technology advantage to developing.
areas, thus mitigating some of our gains.

But, we cannot very well limit negotiations to only those
areas in which we stand to gain the most. Negotiations may'.
‘resuli_in similaf non—tariff removalsvfrdmchmmodities for which

‘may even lose benefits in a free trade situation. Fruit and |
Vegetéble impofts, for example, might increase substaLtiélly.
What about sugar, tobacco,'coﬁton, and‘teitileS? We need fo
expand our reseafch interest and action to evaluate.the'impagt
of ﬁegotiafions oﬁ such cdmmodities.

Finally, we need.to traﬁslate'thé trade gains and lbsses
commodity by commodity into farm income, progrém;EOFts, and

costs to the U.S. consumer. Only by looking at the total .
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pidture_can net bénefifs ba evaluated.

While the U.S. agriculturai sector might gain in some éom*
rodities iun the long yun in a completely bordérléss ﬁorld"econ~ o
omy, problems. of aoricultufal adjustment associated with ecoﬁomic.‘

.'growtﬁ will still bg with us. This is contrary te the implied
Bélief‘fhat elimimating non-tariff barriers wouid eliﬁipaté these
probleﬁs, Thévnaturé of aemand f&rvagricultural’p:odﬁcts and the

'vadjustments ﬁeeded because of varyimg'gro&th‘rateslin pfoduction
and demand would still continue but at a world level. AIf'tﬁa
-Unitéd Statgs; evén,with all the advénﬁages of free tradé Witﬁin

its border, has not been able to solve these problems, should we

expect the "one" world ko dorso-on.a larger scale

Export Promotion

Thiébpaper-has been addressed to only éné sidé of expori
picture, the_world agriéultural trade.environment; ,The»other side
is the imp§rtance of export rarkets to the U.S. agricultural
economy aud oﬁr determination.to keep theﬁ expanding. The

L assistance and

. commitment of $1.0 billion to export/promotion programs is evidence

that the U.S. will not be satisfied with anything less than the

- yexpanded growth course.
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© Summary.
- I do not subscribe to the various theories that, when’amalgamated,

give a set of conditions &hlch limit us to our current $8 billion .
»level of exportsdbiﬁndOf favorable condltlons, I tthk we can-
‘reasoqably expeca to reach the $10 billion level by or before 1980
 I b1ve implied that even hlghpc levels would be reached th ough
negotiétion, But, if the negqtiétion proéeSs is to be successful,
we‘aériculturai economisﬁs will have to provide negotiators valid -
aﬁalyses S0 that.they can determine realisgically fhe impact of
their wquAon fhe U.S. economy in general and the agricuitural
economy in partlcular.v |

We regently asked Congress to fund this typD of ana1551a, but
wer received only half of the amount we felt’necessary.to start
such a research proéram,‘ As we nofed before, there is»increasing
récognition of the meed to modify national support'policies to make
'them‘more’consistent wilth wdrld tﬁade liberalization. A ﬁrincipal4
objective of our propoéed researéh‘is to idéntifyvthose policies gnd
‘préctices most incompatible with freer trade ;nd thus‘provide guidance
‘to UQS; neggtiétors in estabiishing.prioritiese

~ The need for such tesearcﬁ aimed at expaﬁdingvour ag%iculturél
exports is clear és étréng iﬁternational éompetition for our farm
exports déveiops° A stagnating or declining‘ievel of farm exports
would yequire majof adjustments in our,agricultu#é loss of:farm
income, and, under present farm prbgrams,~would résult in higher
goverﬁment costs. It is a firm policy of‘t'he-U.,S° Department of

Agricdlture that this will not happen.



/
/.

Figure 1

COMPOSITION OF AGRICULTURAL EXPORTS
FROM THE UNITED STATES -

MIL. U.S. DOLLARS

2'500 t— Raw

materials —

2,000

1,500

1,000 —

Figure 2

U.S. AHD WIORLD TRADE I ii?zé%ﬁﬁ?ﬁiwm PRODAGTS
1955-1872 AED TREND PROJECTIONS 70 1984

1J.5. DEPARTMENT OF AGRICULTURE

TRADE | I U.S. SHARE
(BIL. U.S. $) World agricultural trade | et (PERCENT)
- Tl'el’ld\ """"""""" -

. Ac?ual\ &@9 ...........

40 e UsS. share (%) 20

g Trend ~ -
| I IO D L e
"‘%'y“(; —
20 - 10
U.S. agricultural exports
B Actual Teend~_ | .. |
L o o L s ERTB O mn
ﬁ‘g,mlm@:ﬂjﬂmmﬂgml B o O ey g0 6 |
0 (I I | I | | N | | T | | A | | o
1955 1960 1965 1970 1975 1980 1985

NEG. ERS 8834-72 {7) ECONOMIC RESEARCH SERVICE




References

Culver, DavidAW., and J. C. Chai, "A View of Food and Agri-

culture in 1980," Agr. Econ. Res. 22:61-68, July 1970.

Ferris, John, et al., "The Impact on U.S. Agricultural

Trade of the Accession of the United Kingdom, Ireland,
Denmark, end NWorway to the Buropean Economic Community,"
Institute of International Agriculture, Michigan State

University, Res. Report No. 11, 1971.

Johnson, D. Gale, "New Directions for Agricultural Policies

in the Industriel Countries," Chap. 10. World Agriculture

in Disarray, forthcoming in Fall, 1972, World Economic
Issves Series of the Trade Policy Research Centre (London),

William Collins Song and Co. Litd.

, "Free Trade in Agricultural Products:
Possible Effects on Total Output,; Prices and/the Inter-
national Distribﬁtion of Output," Paper presented at the
conference,  '"Expsnding World Needs for Food and Fiber
Protection," of tﬁe Ecosystem Center for the Study of

Democratic Institutions, Santa Barbara, Calif., Aug. 9-13,

1971.

Mackie, Arthur B., "Patterns of World Agricultural Trade,”

Special paper at Iows State University, USDA, ERS, June 1971.



Netional Planning Association, "U.S. Foreign Economic Policy

for the 1970's: A New Approach to New Realities,"” A policy
report by an NPA Adv. Com.,Plan. Pamph. 130, Wash., D. C.,

1971.

Rojko, Anthony S., and Arthur B. Mackie, "World Demand
Prospects for Agricultural Exports of TLess Developed
Countries in 1980," USDA, ERS, FAER No. 60, 1970. This
summary report ils-supplemented by special reports - -on wheat,
rice, fegd'grains, cotton, oilseeds, coffee, cocoa, bananas;
citrus fruits, and selected vegetsble crops as well as trade
policies. These studies were perfo?med under contract with

the U.S. Agency for International Development.

Rojko, Anthony S., et al., "World Demand'Prosﬁects for Grain

in 1980 with Emphasis on Trade by the Less Developed Coun-
tries," USDA, ERS, FAER 75, 1971. This is a supplement to

study cited in reference 7 above.



