
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


JOURNAL OF AGRIBUSINESS FEBRUARY, 1 Q87 

UNITED STATES AGRICULTURE IN AN 
INTERNATIONAL ENVIRONMENT 

Leo V. Mayer 

This paper addresses the issues re la ted  
t o  U.S. a g r l c u l t u r e  i n  an in te rna t iona l  
envlronment. U.S. a g r l c u l t u r e  i s  a t  a 
c r u c i a l  po in t .  Despite an apparent. but  as 
ye t  not  we l l  documented. advantage i n  
production, most U.S. farm comod l t l es  
sustained fou r  years o f  export decl ine 
dur ing 1981-86. As the  1980s r o l l  t o  
conclusion, t h i s  i s  an appropr iate t ime t o  
examine U.S. p o l i c i e s  and s t ra teg ies .  

Agr i cu l tu ra l  exports are v i t a l  t o  the 
economic well-being o f  U.S. agribusiness i n  
general and farmers i n  pa r t i cu la r .  Farm 
exports accounted one i n  fou r  acres o f  crop 
production i n  the  1985-86 period. Thus. 
exnorts are  i m o r t a n t  t o  the economic 
h e i l t h  o f  ag r i cu l tu re  and kindred 
indust r ies .  Unfortunately. the wor ld 
t rad ing  envlronment has become increas ing ly  
ominous. P a r t i c u l a r l y  f o r  those o f  us i n  
the  U.S. Department o f  Agr i cu l tu re ' s  
Foreign Agr l cu l tu re  Servlce (FAS) who deal 
w i t h  i n te rna t iona l  t rade on a d a l l y  basis, 
t he  t rends i n  protectionism. increased 
product ion and growing subs id izat ion t o  
move t h a t  productlon i n t o  export  markets 
are  upset t ing and o f ten  ba f f l i ng .  

Agr i cu l tu re  i n  a Changing Environment 

The t rad ing  envi  ronrnent f o r  
a g r i c u l t u r a l  products changed tremendously 
between the  1960s and 1980s. U.S. 
a g r i c u l t u r a l  exports expanded r a p i d l y  
dur ing the  1970s t o  record s e t t i n g  levels.  
Agr lcu l ture  was the  b r i g h t  spot i n  the 
export p i c t u r e  f o r  the United States, 
fueled by nroduction ~ r o b l e m s  abroad. raDld 
e c o n m i c ~ g i w t h ,  abunbant c red i t ,  and OPEC 
money, and the  dec l i n ing  value o f  the  
do l l a r .  

But the 1980s brought co ld  r e a l i t y .  
The world was not  our  oyster. There are  a 
number o f  reasons genera l ly  c i t e d  f o r  the 
turnaround including: 

- Abnorma l l~  favorable wor ld weather 
dur lng t h i  1980s w i t h  record crops fou r  
o f  the f i v e  years, 1982-1986. 

- A world-wide recession dur ing 1981-1983 
t h a t  reduced the a b i l i t y  o f  nat ions t o  
buy goods. 

- The value o f  the U.S. d o l l a r  was 
abnormally h igh which made i t  extremely 

d i f f i c u l t  f o r  the U.S. t o  cocnpete 
against  o ther  currencies. 

- Other countr ies subsidized t h e i r  
productlon and t h e i r  exports and 
l i m i t e d  the  en t ry  o f  competing products. 

I n  short, the e n t i r e  indust ry  of 
ag r i cu l tu re  and a g r i c u l t u r a l  expor t ing were 
massively res t ruc tured dur ing the e a r l y  t o  
mid-1980s. 

John Na isb i t t ,  a renowned economist. 
re fe rs  t o  changes t h a t  are c r i t i c a l  
res t ruc tur lngs as *megatrends: A t  the 
1986 annual meeting the President o f  the 
American Agr i cu l tu ra l  Economics Association 
l a i d  out the impl ica t ions o f  these 
megatrends f o r  American ag r i cu l tu re .  He 
i d e n t i f i e d  them as: 

1. A s h i f t  i n  domestic consumption from 
animal t o  p lan t  products. 

2. An increase i n  the domestic and 
In te rna t iona l  economic 
Interdependencies o f  U.S. agr icu l ture .  

3. A s h i f t  from an i n d u s t r i a l  t o  an 
Informat ional  economy. 

4. S t ruc tu ra l  change on U.S. farms - which 
are  g e t t i n g  l a r g e r  and fewer. 

5. Environmentalism. 

This paper focuses on the second o f  
those megatrends -- the  domestic and 
In te rna t iona l  economic interdependence o f  
U.S. a g r i c u l t u r e  -- because I t h i n k  t h a t  i s  
where the  Foreign Agr l cu l tu re  Service, as 
i n te rna t iona l  marketers and agribusiness 
representatives, can have the  most e f fec t . .  

A g r i c u l t u m  i n  a 61ob.1 Context 

The term 'interdependentm i s  t h e  key 
word. For most policymakers. it i s  a new 
word. I n  the  past. U.S. a g r i c u l t u r e  
operated i n  an independent fashion. But 
the  events o f  t he  1980s demonstrated t h a t  
we have t o  deal w i t h  n o t  Jus t  our  own 
concerns. b u t  w i t h  those o f  a l l  countr les 
-- developed and developing a l i ke .  The 
growing v o l a t i l i t y  i n  a g r i c u l t u r e  
I l l u s t r a t e s  t h a t  we no longer operate i n  a 
vacuum. 



One o f  the reasons U.S. agr l cu l tu re  
(and indeed world agr icu l ture)  i s  I n  i t s  
present s ta te  re la tes t o  our own thinking. 
By *ourn I mean United States pollcymakers. 
fanners. and exoorters. We cannot continue 
t o  i so l a t e  ourselves from consequences of 
changes i n  the global t rad ing environment. 

Global macroeconmlcs i s  shaping the 
world around agr i cu l tu re  as never before. 
Some f a n i l i a r l t v  w i t h  'the b i g  ~ l c t u r e '  I s  
essent ial  i f  t& are t o  succeis fu l ly  steer 
agr i cu l tu re  through the changing world's 
economic environments. 

I n  a recent a r t i c l e ,  G. Edward Schuh o f  
the World Bank lays much o f  the blame f o r  
the malaise i n  agr l cu l tu re  on our f a i l u r e  
t o  educate students f o r  the in ternat ional  
cl imate. He argues t h a t  students a t  Land 
Grant Univers i t ies  are receiving inadeauate 
t r a l n i ng  i n  in ternat lonal  trends t h a t  are 
con t r o l l i ng  our l i ves .  

Our overa l l  econmic perfonnance. he 
says, i s  determined i n  large p a r t  by our 
a b i l i t y  t o  compete i n  the in ternat ional  
economy. And the stakes are high. Schuh 
says roughly 25 percent o f  our gross 
nat ional product now comes from 
in ternat lonal  trade. 

I share h i s  views on the need f o r  
greater focus on in ternat lonal  trends. The 
events of the mid-1980s i l l u s t r a t e d  t ha t  
U.S. d m s t l c  farm l eg l s l a t l on  i n  consort 
w l t h  a r i s i n g  value o f  the d o l l a r  can p r l ce  
U.S. farmers out of world markets and 
depress the ag r i cu l t u ra l  economy. 

The fo l lowing sections o f  t h i s  oaoer 
address s a  o f  -the factors p ~ l i c ~ k e r s .  
exporters and educators w s t  consider i n  
mk lna  U.S. aar i cu l tu re  econornlcallv 
healthy again. 

Macroeconomic Trends 

Conducting in ternat lonal  business -- 
whether i t  i s  ag r i cu l t u ra l l y  re la ted  o r  not -- without examining current macroeconomic 
trends i s  l i k e  s a i l i n g  without a compass. 
Unless we examine the broad p ic tu re  and the 
guide posts leading t o  a market, our 
exporting e f f o r t s  are no t  on ly  
short-sighted, they w i l l  eas i l y  disappoint 
US. 

S ix  issues seem t o  dominate trade 
outlook during the 1980s and beyond: 

1. Econwic stagnation of many 
Indus t r ia l i zed  countries. 

2. Rising debt burdens o f  the less 
developed countrles. 

3. Continued decl ine o f  the d o l l a r  
vis-a-vis our major t rad lng partners. 

4. R i g i d i t y  of the U.S. d o l l a r  vis-a-vis 

currencies of t he  newly indus t r la l l zed  
countrles (NICs) o f  Asia. 

5. Passage o f  the Tax Reform Act o f  1986 
and i t s  impact on cap i ta l  spending t o  
modernize U.S. industry, and 

6. The v o l a t i l e  p r i c e  of 011. 

7. Protectionism and/or subsidized exports. 

These issues w l l l  shape the success o f  
U.S. narket lng e f fo r t s .  An understanding 
o f  them w i l l  help us answer such questions 
as: 

Where are the markets f o r  U.S. products7 

How f a s t  w l l l  these markets grow7 

Where i s  the competition? Can w beat 
the conget i t ion? 

What products w l l l  be i n  greatest 
demand? I n  which markets? 

Having answered these questlons, where 
do exporters go frm there? Obviously 
there are no easy answers t o  t h i s  question. 
but a nunher o f  FAS programs could be 
he lp fu l  i n  U.S. export e f f o r t s  f o r  
ag r i cu l t u ra l  products. 

USOA Resources - How Can They Help? 

Georgia exporters have done we l l  moving 
comnodltles, such as soybeans. peanuts and 
tobacco. i n t o  in ternat lonal  markets. But 
i n  d i f f i c u l t  competit ive times the Foreign 
Agr icu l ture Service has a nuaber o f  
services t ha t  might be especia l ly  useful. 

To help exporters stay abreast o f  the 
constant ly changing trade scene. FAS 
maintains a worldwide network o f  
ag r i cu l t u ra l  counselors and attaches who 
gather marketing in te l l igence.  Our s ta f f  
covers over 100 countries, prov id ing 
information on production. trade, 
consumption, p r i ce  data and changes i n  
governmental pol icy.  

I n  addi t ion t o  the counselors and 
attaches. FAS has ag r i cu l t u ra l  t rade 
o f f i ces  i n  14 d i f f e r e n t  marketing areas 
around the world. Personnel who s t a f f  the 
o f f i ces  have one goal -- t o  promote trade. 

The FAS establishes and mnintains good 
working re la t ions  w i t h  foreign businesses 
and governments f o r  U.S. exporters. That 
i s  important because each market presents a 
d i f f e r e n t  set  of var iables about which 
exporters should be knowledgeable i n  order 
t o  s e l l  successfully. 

FAS a lso maintains the Agr i cu l tu ra l  
Information and Marketing Services. w l t h  
the acronym AIMS. The AIMS program 
provides a t rade r e f e r r a l  service through 
which buyers' product requests are 



forwarded t o  FAS and made avai lab le  t o  AIMS 
subscribers through a computer network. 
AIMS works i n  the other d i r ec t i on  too, 
through the "buyer a l e r t  servicem which 
uses high-speed teleccinnunications t o  
forward sales announcements t o  in terested 
overseas buyers. I n  addi t ion t o  a monthly 
newsletter and weekly b u l l e t i n  which 
c ~ m p l l e  trade news and leads. AIMS o f f e r s  
in ternat ional  marketing p ro f i l es .  whlch 
provide s t a t i s t i c s  and analysis on 
ind iv idua l  markets and pa r t i cu l a r  
conmadltles. 

Trade Negotiations 

Another mans o f  increasing exports i s  
t h a t  o f  lowering bar r le rs  t o  trade. FAS i s  
a key player i n  t h i s  e f f o r t .  FAS 
negotiates w i t h  U.S. t rad ing partners t o  
Insure t h a t  U.S. agr i cu l tu ra l  comnd l t ies  
get  a f a i r  shake i n  the in ternat ional  
marketplace. 

FAS i s  now engaged i n  negotiations, the 
outcome of which w i l l  be c r i t i c a l  t o  the 
success o f  our e f f o r t s  t o  l i b e r a l i z e  trade 
and expand U.S. farm exports. The most 
comprehensive i s  the mu l t i l a t e ra l  t rade 
negot iat ions under the General Agreement on 
T a r i f f s  and Trade (GATT). The new round 
w i l l  be i n i t l a t e d  i n  Punta de l  Este. 
Uruguay. i n  September 1987. 

The United States i s  seeking 
cwnnitn*nts t o  apply no new import ba r r le rs  
and t o  phase out  ex is t ing  non ta r l f f  
barr lers.  The goal i s  t o  freeze the 1980s 
leve l  of export subsidies and phase them 
out  over a reasonable time. Another 
object ive i s  t o  harmonize food, p lan t  and 
animal heal th  regulations. 

The United States a lso seeks 
improvement i n  general EAT1 dispute 
settlement procedures so t h a t  once t rad ing 
nations have agreed on be t te r  rules, we can 
be assured they w i l l  be applied 
cons is tent ly  and dependably. As it now 
stands. procedures are too eas i l y  blocked 
by the par t ies  t o  a dispute when they 
bel ieve the ru les have been in terpreted t o  
t h e l r  disadvantage. 

Promoting U.S. Products 

FAS a lso conducts a global program o f  
promoting U.S. food and f i b e r  abroad. FAS 
representatives work w i th  many p r i va te  
commdity groups including gralns. 
soybeans, meats and c i t r u s  i n  order t o  
i ap l enmt  t h i s  e f f o r t .  

One of the most e f fec t i ve  means o f  
pronoting processed food products i s  by 
displaying these goods a t  in ternat ional  
f w d  shows. Through personal contact w l t h  
foreign buyers. U.S. exporters have the 
opportuni ty t o  e x h i b i t  t h e l r  products. 
generate i n t e res t  i n  them and gather t rade 

leads. And these a c t i v i t i e s  t rans la te  i n t o  
sales. 

During 1986. FAS sponsored U.S. 
exh ib i t s  a t  nine trade shows around the 
world. I n  the Far East, the Middle East and 
Eurooe. These shows o f fe r  hundreds of 
new-to-market and established flm the 
opportunity t o  explore foreign markets and 
t o  m e t  w i th  thousands of buyers. 

FAS. I n  conjunction w l t h  the National 
Association o f  State Departments o f  
Agriculture. a lso co-sponsors the National 
Food and Agricul ture Exposition, a food 
s h w  held every twa years i n  the United 
States. I n  1987, it w i l l  be i n  Seattle. 
and t h i s  event a f fords an excel lent 
opportuni ty f o r  exporters t o  exh l b l t  t h e i r  
goods without incurr ing the time and 
expense o f  foreign t rave l .  

Another pronotional e f f o r t  of FAS i s  
the Targeted Export Assistance Program 
(TEA). Under the TEA program, FAS i s  
ass is t ing U.S. exporters counter the 
e f fec ts  o f  un fa i r  t rad ing pract ices by 
foreign competitors o r  importers. The 
e n t i r e  t h rus t  of t h i s  program i s  t o  p r m t e  
U.S. ag r i cu l t u ra l  products i n  overseas 
markets w i t h  growth potent ia l .  

This program was i n i t i a t e d  i n  1985 and 
i s  generating increased sales. A good 
example i s  the TEA program f o r  canned 
peaches and f r u i t  cockta l l .  A S2.5-million 
TEA program launched i n  the spr ing o f  1986 
was aimed a t  meeting and beating EC 
c w e t i t i o n  i n  Japan and Taiwan. As a 
resu l t ,  exports o f  c l i n g  peaches t o  Japan 
i n  one m n t h  surpassed shipments f o r  the 
en t i r e  previous season. F r u i t  cock ta i l  
exports also surged. Other gains were 
reported f o r  sales of these i t e m  t o  
Taiwan. The ne t  r e s u l t  was an addi t ional  
$4.5 m i l l i o n  i n  sales t o  these two 
countries. 

The TEA program i s  no t  j u s t  f o r  food 
products. One h igh ly  creat ive aspect o f  
the TEA program involved construct ing a 
d e l  house i n  Tokyo t o  dclnonstrate the 
qua l i t y  and d u r a b i l i t y  of U.S. wood 
products. It i s  d i f f i c u l t  t o  break i n t o  
markets i n  the Far East, where 
thousand-year-old t r ad i t i ons  may d i c t a t e  
preferences. That model h m  i s  ge t t ing  a 
l o t  o f  at tent ion, and we are sure i t  w i l l  
s e l l  U.S. wood products i n  Japan. A major 
Japanese construct ion company has announced 
plans t o  use U.S. wood bu i ld ing  products. 

Export Credit  Program 

The f i n a l  area i n  which FAS lnvolvament 
i s  increasing exports i s  t h a t  o f  f inancing 
exports o f  U.S. farm and food products. It 
I s  obvious t ha t  without c r e d i t  few houses 
would be sold i n  the U.S.. few o ld  cars 
would be replaced, and s m  fanners could 



not  a f f o rd  the cost o f  seed, f e r t i l i z e r .  
and other  inputs necessary t o  produce crops 
and animal products. Dependence on c red l t  
a lso extends t o  many countries which would 
be unable t o  feed t h e i r  people unless food 
could be purchased on c red l t .  

The ra t iona le  f o r  U.S. c r e d l t  programs. 
both concessional and connwrcial, remained 
p r e t t y  much the same over the decades o f  
the 1970s and 1980s. These programs uere 
created t o  develop and nove U.S. surpluses 
i n t o  export markets. t o  combat hunger and 
t o  fos te r  economic development abroad. 

The U.S. has been very successful i n  
t h i s  e f f o r t .  The transformation o f  former 
concessional markets t o  f u l l  ccnmnercial 
t rad ing  partners proves t h a t  a i d  does lead 
t o  trade. The l i s t  o f  countries t h a t  have 
made the evolut ion from a id  t o  cash 
purchases includes such giants as Japan, 
Korea, and Taiwan. 

The Public Law 480 Food f o r  Peace 
Program has an excel lent record o f  success 
I n  supporting the economic, humanitarian 
and fore ign po l i cy  objectives o f  the United 
States. Funding f o r  t h i s  program during 
1986 was $1.7 b i l l i o n  which was consistent 
w i t h  recent years. 

The 6W-102 program i s  designed t o  
expand U.S. farm exports by st l l rmlat ing 
U.S. bank f inancing o f  forelgn purchases on 
c red i t  terms o f  up t o  three years. Anong 
I t s  o ther  accomplishments, GSM-102 helped 
preserve the t r ad i t i ona l  U.S. wheat market 
I n  Coloclbla, Increased Egyptian purchases 
of a va r ie ty  of U.S. farm exports, expanded 
exports t o  Korea and helped maintain I r a q  
as the la rges t  inpor ter  o f  U.S. r i ce .  

During 1985, t he  U.S. made avai lab le  
$4.2 b i l l i o n  of short-term guarantees f o r  
26 countr ies so they could purchase a 
va r ie ty  of conaoditles. The value o f  the 
guarantees authorized represented 15 
percent o f  the projected value of t o t a l  
U.S. ag r i cu l t u ra l  exports i n  1986. FAS has 
announced more than $2 b i l l i o n  worth o f  
these guarantees f o r  f i s c a l  year 1987. 

We are a lso inplrmentlng the new 
Intermediate Credit  Guarantee Program, w i t h  
3- t o  10-year loans, t o  help developing 
nations make the t r a n s i t i o n  from 
concessional t o  cash customers. FW i s  
working w i t h  over 20 countrles t o  promote 
da i ry  c a t t l e  exports w i th  $175 m i l l i o n  of 
intermediate cred i t .  Guarantees o f  $86 
n l l l i o n  have already been extended t o  e igh t  
countr les t o  purchase breeding ca t t le .  

I n  addit ion, $ZOO m i l l i o n  i n  c r e d i t  
guarantees have been extended t o  Mexico f o r  
the purchase o f  feed grains and ollseeds. 
Also under t h i s  program. $20 m i l l i o n  i n  
guarantees uere extended t o  Hungary f o r  
purchases o f  p ro te in  meal. 

Conclusion 

The programs dlscussed i n  t h i s  paper 
demonstrate FW's c m l t m e n t  t o  generattng 
exports. To succeed, howver. we need the 
help o f  the p r i va te  sector. Our 
un ive rs l t i es  and p r i va te  sector ' think 
tanks" must continue t o  expand our 
understanding o f  the cu l tures o f  other 
nations. t o  develop t h a t  in ternat ional  
outlook t h a t  Edward Schuh c i t e s  as being 
sore ly  lacking i n  the U.S. Tle U.S. w s t  
generate innovative marketing d e l s  and 
create ways t o  t e s t  the e f f i cacy  o f  e f f o r t s  
t o  expand U.S. export horizons. The U.S. 
government and p r i va te  sector must 
re-comnlt t o  t h i s  challenge. 

As any successful salesman knows. you 
might chance upon a good customer and make 
a feu lucky sales. But. I f  you r e a l l y  want 
t o  make money. you're going t o  need repeat 
business.. your customers must know t h a t  
then they want your product. you a re  going 
t o  be there t o  serve them. 

That means p lenty  o f  hard work .. but  
i t ' s  wort  t ha t  reaps handsaw rewards. f o r  
you personally. f o r  U.S. farmers, f o r  the 
ag r i cu l t u ra l  industry, and f o r  the e n t i r e  
nation. 

Leo V. llayer i s  Associate Administrator, 
Foreign Agr i cu l tu ra l  Service. U.S. 
Department of Agricul ture. 


