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THE LATIN AMERICAN DEBT PROBLEM AND U.S. AGRICULTURE

Mark Drabenstott, Alan Barkema and David Henneberry
Federal Reserve Bank of Kansas City and Oklahoma State University

The 1980's have seen chronic debt problems in many parts of the world. Two of the
most publicized debt problems have been in U.S. agriculture and Latin American countries.
The two debt situations are often compared because the debt is big in both cases and both
problems were born in the early 1980's. Currently, however,the U.S. farm debt crisis is
rapidly receding while the Latin debt problem has shown little overall improvement. The
question which this paper addresses is whether or not a common bond brings these two
disparate debt problems together. The article concludes that U.S. agriculture and Latin
countries do share some important common ground -- a steady stream of agricultural trade
between the United States and Latin America. Both U.S. agriculture and Latin economies
stand to benefit from macroeconomic and trade policies that encourage global economic
growth. The article develops these conclusions in four sections. The first section explores
the historical roots of the U.S. farm and Latin debt problems. The second section assesses
the current financial situation in U.S. agriculture and indebted Latin economies. The third
section details the important trade linkages between U.S. agriculture and Latin America.
The final section explores the macroeconomic and trade policy elements of diffusing the
Latin debt problem -- policy developments that also promise to be in the interest of U.S.
agriculture.
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