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US. AGRICULTURE HU A GLORAL ECONOMY 

Food Grams 
Around the 
World 
By Frank R. Gomme, agricultural 
marketing specialist, Grain and 
Feed Division, Foreign Agñcultural 
Service 

Much of the world's popula- 
tion continues to depend 

on two major food grains, 
wheat and rice, for a signifi- 
cant portion of its daily food in- 
take. In sharp contrast to food 
habits in the United States, 
where rice is most often a side 
dish, in many areas of the 
world a bowl of rice may be the 
total meal. In other areas, 
wheat products are the most 
important part of each meal. 
Many countries of the devel- 
oped world are consuming less 
wheat and rice per capita today 
than 25 years ago. Because of 
production shortfalls and sub- 
sistence agriculture, however, 
unfulfilled world demand for 
food grains is still large. 

World food grain production 
more than doubled in the past 
25 years reaching well over 
800 million metric tons this 
past year. Despite this spectac- 
ular increase, many areas still 
suffer annual shortages. Food 
grain consumption has risen an 
average of more than 3.5 per- 
cent annually since the early 
1960's, with some of the sharp- 
est increases in consumption in 
the less developed and OPEC 
countries. Although world trade 
in food grains has increased 
steadily over this period, much 
of the increase in consumption 
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has been dependent upon do- 
mestic production. 

Wheat Production 
Doubled 
Since 1960, the area devoted to 
wheat in the world has risen 
about 15 percent while produc- 
tion has more than doubled. In 
many areas, wheat yields have 
shown a dramatic increase, in 
some cases doubling. In 1984/ 
85, world wheat production ex- 
ceeded 500 million tons for the 
first time. 

The top five wheat producers 
in the world—China, the 
U.S.S.R., the United States, In- 
dia, and the European Commu- 
nity (EC)—usually account for 
over two-thirds of world pro- 
duction. China, the U.S.S.R., 
the EC, and India also import 
significant quantities of wheat. 
If major wheat exporters— 
Canada, Australia, and Argen- 
tina—are included in the 
grouping, nearly 80 percent of 
the world's wheat crop is ac- 
counted for. 

The world wheat market has 
frequently been oversupphed. 
While wheat-producing coun- 
tries, particularly the United 
States, have tried to reduce 
stocks from time to time, 
stocks have continued to in- 
crease, despite the fact that in 
12 of the last 20 years, the 

United States has limited 
wheat acreage. 

Much of the Western and de- 
veloped world rehes on wheat 
as a principal food grain. World 
wheat utihzation has more 
than doubled since the early 
1960's, totaling over 500 mil- 
lion tons in 1984/85. Much of 
this growth has taken place in 
the developing world where 
consumption has nearly tripled 
to 150 million tons in 1984/85. 
China, the U.S.S.R., and India 
account for about 45 percent of 
world wheat consumption. The 
major exporters—Australia, Ar- 
gentina, Canada, the EC, and 
the United States—collectively 
account for about only 14 per- 
cent of world wheat use. 
Wheat going into livestock feed 
has grown steadily with the 
sharpest gains in Eastern Eu- 
rope, the EC, and the United 
States. Feed use in 1984/85 at 
98 million tons accounts for 
about 20 percent of wheat 
utihzation. 

Wheat Trade Expanding 
Since the early 1960's, world 
wheat trade more than dou- 
bled, increasing from an aver- 
age of 47 miUion tons in 1960- 
64 to an average of 101 miUion 
tons for 1980-84. A number of 
factors have contributed to this 
sharp increase. Wheat import- 
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ers, particularly developing 
countries, experienced strong 
population growth. In addition, 
some nations benefited from 
rapid income growth. Income 
growth was most dramatic in 
oil-exporting and other middle- 
income developing nations. 
This growth, accompanied by 
the continued migration of pop- 
ulation from rural areas to cit- 
ies, caused a shift in demand 
away from some traditional 
foods to wheat foods such as 
bread. With demand increasing 
more quickly than domestic 

Wheat production has increased in de- 
veloping countries. India, for example, 
has expanded its supplies and has 
even entered the wheat export market. 
(India, grinding wrteaf into flour.) 

production, imports increased. 
Some nations, such as those in 
central Africa, increased grain 
imports because per capita pro- 
duction actually declined. In 
others, such as Pakistan, Bra- 
zil, and Egypt, government pol- 
icies of subsidizing wheat for 
consumption encouraged de- 
mand and imports. In the 
U.S.S.R. and China, poUcies of 
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meeting production shortfalls 
and rising demand with im- 
ports have resulted in a signifi- 
cant level of imports. 

Major Wheat Traders 
Over the past two decades, the 
United States, Canada, and 
Australia have generally ac- 
counted for about three-fourths 
of the wheat moving in world 
commerce. These relative 
shares of world trade, although 
fluctuating from one year to 
the next, have not changed sig- 
nificantly. In sharp contrast, 
the market shares for the EC 
and Argentina have increased. 
The most striking gain is in the 
EC, which has shifted from an 
importer to a position as the 
world's third largest wheat 
exporter. 

U.S.A. The United States has 
been the world's largest wheat 
exporter for much of the twen- 
tieth century. In many years, it 
has supplied roughly half of 
the world import market. The 
United States is unique among 
the major wheat exporters, pro- 
ducing in exportable quantities 
five major types of wheat. It 
has numerous port facilities 
open all year. Large supplies 
make it a reliable shipper at 
any time during the year. The 
United States also is unique 
among the major exporters in 

that private trade handles vir- 
tually all of the grain export 
sales. 

U.S. wheat policies have de- 
termined its role as an ex- 
porter. When the U.S. price 
support loan rate and acreage 
reduction program provide a 
price floor under the world 
market, other exporters in- 
crease sales to the w^orld mar- 
ket at U.S. expense while im- 
porters buy less; U.S. exports 
fall and the United States finds 
itself in the role of a residual 
supplier to world wheat mar- 
kets. With its wheat-stocking 
program, the United States ab- 
sorbs much of the changes in 
stocks resulting from changing 
world market conditions. 

Grain price variability also 
has been associated with 
changes in the world monetary 
system. The 1972 devaluation 
of the doUar and the shift from 
a fixed to a floating exchange 
rate have led to variations in 
the value of the dollar in rela- 
tion to other currencies. The 
boom in U.S. wheat exports in 
the 1970's was probably due, in 
part, to the dollar's depreciation 
against foreign currencies. In 
turn, the dollar's appreciation 
against foreign currencies in 
the early 1980's, together with 
escalated floor price levels, has 
tended to raise the price of 
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World Wheat Trade By Major Exporters (5-year averages) 
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U.S. wheat and reduce U.S. 
competitiveness. 

Canfldfl. Canada accounts for 
about 20 percent of world 
wheat trade. Canadian wheat 
exports have generally in- 
creased over the past 25 years 
peaking at 22 million tons in 
1983/84. In recent years, the 
U.S.S.R. has been its major 
customer followed by China, 
the EC, and Japan. In the late 
1970's, Canada was not able to 
capture its share of world 
wheat trade because transpor- 
tation bottlenecks at ports and 
railroad facilities limited annual 
export growth. It subsequently 
launched an expansion pro- 
gram in it grain transporting 
and handling industry. The Ca- 
nadian Wheat Board is the sole 
legal exporter of wheat. To as- 
sure markets for its annual 
wheat production, Canada has 
signed trade agreements with a 
number of countries, account- 
ing for 12 to 15 million tons or 
two-thirds of its total exports. 

AUStPalia. Australia's share 
of the world wheat market has 
averaged about 12 percent with 
the year-to-year share highly 
dependent on Australia's fluc- 
tuating crop output. Over the 
past 20 years, Australia has 
been the world's third largest 
wheat exporter. In 1981/82, 
however, it lost that position 

to the EC. A significant share 
of Australia's wheat exports has 
moved to its Asian neighbors, 
with China and Japan the most 
important customers. As sales 
to China have declined in re- 
cent years, reflecting smaller 
imports and a loss in market 
share to other suppliers, Aus- 
tralia has countered success- 
fully by stepping up sales ef- 
forts in the Middle East. Sales 
to this region in 1983/84 ac- 
counted for nearly 40 percent 
of total shipments, compared 
with about 20 percent a decade 
earuer. In contrast, sales to 
Asian countries accounted for 
about 37 percent of exports in 
1983/84, compared with nearly 
two-thirds a decade ago. An- 
other major change has been a 
signiñcant expansion in sales 
to the U.S.S.R. 

The Australian Wheat Board 
is the major marketing author- 
ity for domestic and export 
sales. Because of limited stor- 
age capacity, Australia has re- 
stricted the amount of wheat 
carried from one year to the 
next. It has a number of wheat 
sale agreements covering about 
3 million tons of annual trade. 

APgentina. Argentina's share 
of the world wheat market has 
varied sharply over the years, 
but recently has taken a big 
jump. Argentina's policy of 

m World Trade hi Aw^teuttu^l PnNhicts 



US. AGRICULTURE IN A GLORAL KONOMY 

holding only minimum stocks 
usually means that each year's 
production in excess of modest 
domestic requirements is im- 
mediately available to the ex- 
port market. This policy has re- 
sulted in annual export levels 
ranging from a low of less than 
1 million tons in 1970-71 to a 
high of 9.9 million in 1982/83. 

Latin America has tradition- 
ally been the principal buyer of 
Argentine wheat. This trend 
changed sharply in 1980, when 
Argentina increased sales to 
the U.S.S.R. In the 1982/83 
marketing year, sales to Latin 
American countries totaled less 
than a half million tons while 
shipments to the U.S.S.R. 
soared to more than 4 million. 
The past two marketing sea- 
sons have witnessed another 
shift in Argentina wheat ex- 
ports as large exportable sup- 
plies permitted them to not 
only continue large sales to the 
U.S.S.R. but to resume sales 
efforts to their Latin American 
neighbors. Wheat export sales 
are transacted by the National 
Grain Board and private com- 
panies, with the private sector 
increasing its role in recent 
years. Argentina also has 
sought grain agreements, with 
more than a million tons of 
each year's sales now covered 
by them. 

The EC. The EC has probably 
had the most dramatic impact 
on world wheat trade evolving 
from a significant importer of 
wheat to a formidable export 
competitor. This change re- 
flects price support and trade 
policies that encourage produc- 
tion in excess of domestic 
needs and that subsidize ex- 
ports. In the mid-1970's, EC 
imports from and exports to 
third countries both totaled 
about 5 million tons. By 1984/ 
85, EC wheat imports feE to 
2.5 miUion tons while exports 
soared to an estimated 17.5 
million. 

Other major exporters have 
suffered a substantial reduction 
in sales to the EC and sharply 
increased competition from EC 
wheat in the world market. 
Over the past 3 years, the 
U.S.S.R. has become the major 
market for EC wheat, taking 
roughly a third of the EC's 
1984/85 shipments. The Mid- 
dle East also has been an im- 
portant market for EC soft 
wheat and durum. France, the 
EC's major wheat exporter has 
dramatically increased its share 
of the world export market by 
using its EC export subsidies 
and by using export credit 
guarantees from the French 
Export Guarantee Agency 
(COFACE). 

Food Grains 189 



US. AGRICULTURE HU A GLOBALKONÜMY 

Growth in Wheat 
Imports 
Over the past two decades, 
wheat imports of developing 
and centrally planned countries 
have grown rapidly while those 
of developed countries have de- 
clined—from about 30 percent 
in 1960-64 to about 15 percent 
of world trade in 1980-84. 
Most of the decline occurred in 
the EC. The wheat market 
share of developing nations 
peaked during 1975-1979. The 
recession and the rise in inter- 
est rates in the early 1980's 
caused debt-servicing problems 
for many of these nations and a 
decline in imports. Further, the 
cost of subsidizing consumers 
proved burdensome, causing 
some nations to shift towards 
self-sufficiency. 

In recent years, with world 
wheat trade roughly 100 mil- 
lion tons, centrally planned 
countries have accounted for 
about a third of total world im- 
ports. Over the past 6 years, 
the U.S.S.R. has been, by far, 
the major importer of wheat, 
accounting for about 20 per- 
cent of world trade. Their cur- 
rent wheat buying practices 
can be traced back to 1972/73, 
when they decided to import 
grain rather than absorb crop 
shortfalls internally. Although 

erratic, Soviet wheat imports 
have generally been large since 
then. China emerged as the 
second largest wheat importer 
in the late 1970's. Import po- 
tential seemed almost unlim- 
ited given a huge population 
and improving economic condi- 
tions. Some slowdown in eco- 
nomic growth and a series of 
record crops, however, have 
sharply reduced China's re- 
quirements for the near term. 

The Japanese share of the 
world wheat market increased 
during the early 1970's with in- 
come growth and a change in 
food habits favoring bread or 
noodles. Since the mid-to-late 
1970's, the growth in wheat 
demand has slowed. 

Although wheat production 
has risen sharply in the devel- 
oping world since the early 
1960's, imports also have 
soared. In 1984/85, these coun- 
tries accounted for over half 
the world wheat trade. Much of 
this increase in imports has oc- 
curred since 1980. In the early 
1960's, production, importation, 
and consumption of wheat 
were modest in the OPEC 
countries. Since the 1970's, im- 
proved incomes have prompted 
a surge in wheat consumption, 
much of it based on imports. 
Wheat consumption on the Af- 
rican continent also has risen 
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sharply, nearly tripling in the 
past 20 years. With limited pro- 
duction potential, much of this 
gain has been from higher 
Imports. 

Growing Reliance On 
LTA's 
The growing importance of 
centrally planned and develop- 
ing countries in world wheat 
trade in the past decade has 
led to an increasing reliance on 
long-term agreements (LTA's). 
The state trading agencies, 
which control grain trade for 
many of these countries, fre- 
quently prefer arrangements 
that assure long-term supplies. 
In addition, the growing debt 
problems experienced by many 
developing and Eastern Euro- 
pean countries in the past 3 
years has exacerbated short- 
ages of foreign exchange and 
triggered interest in barter ar- 
rangements, once almost ex- 
clusively confined to trade 
among centrally planned 
countries. 

Wheat Stociis Piiing Up 
Wheat stocks have risen 
sharply in recent years as pro- 
duction in the major exporting 
countries has outstripped their 
ability to find markets. Not all 
the growth in stocks has been 
in the major exporting coun- 

tries, however. The EC has 
seen a rapid increase in stock- 
piles as sharply expanding pro- 
duction has outstripped in- 
creases in domestic use and 
export demand. India, with a 
series of good crops, has added 
sharply to wheat stocks and 
moved into the export market. 

Although stocks are at record 
or near record when compared 
to the current high levels of 
utilization, they are not as high 
as they were in the niid-1960's 
when they were equivalent to 
one-third of a year's utilization. 
The United States still absorbs 
a significant portion of the cost 
of storing wheat from one year 
to the next. 

Rice Production Douliied 
World rice production has dou- 
bled since 1960. Most of the 
increase has been due to 
growth in average yields. Since 
1960, harvested area has in- 
creased 20 percent, but yields 
have risen by 65 percent. In 
1984/85, global rice production 
is estimated at a record 470 
million tons. 

Asia produces approximately 
90 percent of the world's rice. 
China alone harvests 40 per- 
cent of the global crop. Since 
only half of the Asian crop is ir- 
rigated, 40 percent of the world 
rice harvest depends on the 
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critical timing of the Asian 
monsoon. 

Rice accounts for about one- 
fifth of the world's grain con- 
sumption, including wheat and 
coarse grains, and is the pri- 
mary staple in developing 
countries. Nearly 2 billion peo- 
ple depend on rice for over 80 
percent of their diet. China, In- 
dia, and Indonesia together 
claim almost two-thirds of 
global rice consumed annually, 
with China alone consuming 
nearly 40 percent. 

Rice accounts for one-fifth of ttie 
world's grain consumption, and Ctiina 
alone consumes nearly 40 percent of 
the total. (China, rice field fertilization.) 

Kinds of Rice 
Four types of rice are con- 
sumed in the world—glutinous, 
aromatic, japónica, and indica. 
These types are distinguished 
by length of grain, starch con- 
tent, and cooking qualities. 
Countries have specific tastes 
and preferences for particular 
types of rice. Consequently, 
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there is not always perfect sub- 
stitution among the four types. 
Indica (long grain) rice is 
grown principally in China, 
South and Southeast Asia, and 
the Southern United States 
and makes up the bulk of 
world trade. Of the total rice 
traded, perhaps only one-sixth 
is the shorter, scented rice 
grains. 

Rice Trade Volatile 
Despite the importance of rice 
as a food staple to a third of the 
world's population, the volume 
traded annually is small. Out of 
a world rice crop of 300 million 
tons, only about 12 million—or 
less than 5 percent—is traded 
in the world market. From 65 
to 70 percent of world exports 
are supplied by five countries: 
Thailand, the United States, 
Burma, Pakistan, and China. 
The United States and Thai- 
land normally account for half 
the rice exported in the world. 
Because of the unpredictability 
of weather, the importance of 
rice in-diets of the developing 
world, and the concentration of 
trade among a few key coun- 
tries, the world rice market has 
earned the description of being 
thin and volatile. These same 
factors have led many govern- 
ments to try to manage rice 
supplies. Over the years, trade 

patterns changed frequently 
and drastically, as growing con- 
ditions shifted a country from 
an importing position to tempo- 
rary self-sufficiency or, in the 
extreme, to an exporter. 

The world rice market is in- 
herently unstable with respect 
to price and sources of demand 
and supply. With a Hmited 
number of traders, an unex- 
pected or new buyer can have 
dramatic consequences on 
trade, and hence on prices. A 
sudden downturn in demand of 
a key importer, or a seller 
caught with a large exportable 
surplus and inadequate stor- 
age, wiU cause equally sharp 
price swings. 

No single world market price 
exists. There is a lack of com- 
monly used grades and stand- 
ards, despite understood defini- 
tions of rice quality. The price 
depends on specific quality 
characteristics. Because con- 
sumer preferences can exert a 
powerful influence over de- 
mand, prices for different types 
or qualities move somewhat in- 
dependently of each other 
based on the supply-demand 
factors for that market. 

Rice Imports 
Governments are increasing 
their role in the world rice 
trade. In developing countries 
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USDA 

primarily, governments attempt 
to assure adequate supplies, es- 
pecially in urban areas, and to 
provide for the welfare of the 
rice farmers who often account 
for a significant share of the 
population. These two objec- 
tives often imply tight control 
of both domestic trade and gov- 
ernment imports. Only a hand- 
ful of countries trade rice pri- 
vately: the United States, 
Australia, Italy, Argentina, 
Uruguay, and Spain. Even the 
world's current leading ex- 

The world rice market is unstabie, sub- 
ject to sudden and stiarp price 
clianges. (Hong Kong, rice auction.) 

porter—Thailand—sold nearly 
40 percent of its rice through a 
government agency. 

Developed Countries. Devei 
oped countries account for a 
relatively small, stable portion 
of world imports. Within this 
group, developments in Japan 
have been the most critical. Ja- 
pan has long maintained a pol- 
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icy of high price supports for- 
producers. Japanese rice 
consumption peaked in the 
early 1960's at 12 million 
tons—and has been falling 
since then with a resulting 
stock buildup. Japanese pro- 
duction increased through the 
late 1960's, and stabilized 
thereafter at 11-12 million 
tons. Japan, an importer of rice 
from 1960 to 1967, became an 
exporter in most years after 
1968. 

Centrally Planned Coun- 
tries. Rice imports by centrally 
planned nations have increased 
slightly as a share of world im- 
ports since the early 1960's. 
This increase is largely due to 
more purchases by the 
U.S.S.R. in the late 1970's and 
early 1980's. 

Developing Countries. De 
veloping nations account for 
about 70 percent of world im- 
ports. While this group's total 
share of world rice trade has 
remained relatively constant, 
individual countries have expe- 
rienced major changes in mar- 
ket shares. Since the early 
1960's, African and Middle 
Eastern nations have increased 
their share of world imports 
while the shares of Asian na- 
tions have fallen. Several fac- 
tors are responsible for these 
changes. 

In the 1970's, rapid rates of 
income growth and expanding 
urban populations pushed up 
the demand for rice in many 
African and Middle Eastern 
nations. 

Increased urbanization 
shifted consumption patterns 
from staple diets of cassava to- 
ward rice and wheat. From 
1962 to 1971, rice imports by 
the Middle East averaged 
352,000 tons annually. But in 
the next 10 years, total rice im- 
ports tripled, to an annual aver- 
age of 1.2 million tons. In 
1983, the Middle East imported 
a record 2 million tons. African 
rice imports followed a similar 
pattern, averaging almost 
700,000 tons from 1963 to 
1971, then doubling to nearly 
1,5 million tons annually in the 
following decade, reaching a 
record 3 million tons in 1983. 

In general, Asian nations 
have reduced their shares of 
world trade. Income growth, 
increased urbanization, and oil 
exports by Indonesia, expanded 
demand in the 1970's. Two dif- 
ferences, however, caused 
Asian nations to reduce their 
share of world trade while that 
for African nations increased. 
Unlike African nations, Asian 
countries did not tax produc- 
ers, with the exception of Thai- 
land. Nominal rates of protec- 
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tion for rice producers in East 
Asia have been rising. India 
pursued policies designed to 
encourage production and 
stocks. Whereas yields in Af- 
rica stagnated or declined, 
yields in Asia rose considerably 
because of the adoption of 
high-yielding varieties of rice. 
Asian nations have been better 
able to expand production to 
meet consumption grov/th than 
African nations, which have re- 
lied on area expansion. 

Rice Exports Dominated 
by few 
In the early 1960's, the volume 
of world rice exports was be- 
tween 6 and 7 million tons, 
compared with current levels of 
12 million tons. About 70 per- 
cent of the world's rice exports 
were suppMed by four coun- 
tries—Thailand and Burma 
(more than 3 miüion tons, or 
about 50 percent), the United 
States (about 1 miUion tons or 
15 percent), and China (be- 
tween 7 and 9 percent). By 
1972, three countries were 
supplying 63 percent of the 8.4 
milMon tons traded in the world 
rice market: Thailand (2.1 mil- 
lion tons), the United States 
(1.8 million), and China (1.4 
million). By 1981, the leaders 
changed position again. Total 
rice exports grew to a record 

13.2 million tons. The leading 
exporter was still Thailand, at 
3.05 million tons, followed by 
the United States with 3 mil- 
lion, and Pakistan with almost 
1.2 million tons. 

During the late 1970's, Thai- 
land imposed export taxes and 
domestic sales quotas for ex- 
porters. In the early 1980's, 
Thailand adopted a more ex- 
port-oriented policy and ex- 
panded its market share. The 
United States is currently the 
second largest rice exporter. 
During the 1970's, U.S. rice 
exports expanded rapidly while 
world prices were more than 
the U.S. loan rate. The United 
States also provided aid to sev- 
eral Asian markets—South 
Vietnam, South Korea, Kampu- 
chea, and Indonesia—and tar- 
geted market development ac- 
tivities to Iran. By the 1980's, 
global recession, policy devel- 
opments in Indonesia and 
South Korea, government 
changes in South Vietnam, 
Kampuchea, and Iran, and re- 
duced food aid activities all re- 
duced demand, and U.S. prices 
fell to loan levels. The loan rate 
acts as a price floor and allows 
other exporters to undercut the 
U.S. price, as Thailand has 
done with its policy changes, 
so the U.S market share has 
been falling. 
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