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i&@l@mallven a chance to function. To the

w topics evoke as much interest
Foday as does agriculture. Or,

more specificallly, food. The
scenario begins in the decade of the
40's, when America’s farmers were
encouraged to produce massive
guantities of food to fight a multi-
continent war Farm prices rose
dramaticallly, presenting a stiiking
contiast Lo the ineredibly low price
levels of the depression laden 30's.
Fer eenturies, farmers Rave
responded pagerly I8 priee ineen-
fives, and Werdd War Il was ne
exeeption. We fed sur wh {98ps,
and & let ot athers.

American farmers learned their
production lessons almost too well in
the 40's. Too well for their own good,
certainlly, as surpluses began to
mount in the aftermath of Ithe Korean
Warr. By the mid-1950's, prices had
plummeted, and meost farmers under-
stood "inelastic demand.” But they
really did net knew what to de about
it ether than te ask for gevernment
help~not a happy solution. Govern-
fMent *assistanee” translated inte pre-
duetion esRirel Programs—ramemBber
the "sell BaRk’-and “ever nermal’
granaries BUFsting af the seams.

As we moved into the 1960's,
everyone was in distress. Farmers did
not appreciate having a massive
government bureaucracy following
their every move. Nor did they much
like being an a gevernment dole,
even thaugh many of their urban
€BUSIRS were in the same Sitvation.
Censumers were ambivalent for
awhile, But then beeame inereasingly
hestile. They had By far the eheapest
feed iR the werid, But failed to
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appreciate that fact, And, as imflation
began to rear its ugly head in the late
60's, food prices began gradually to
creep upward. Consumens, in their
roles as taxpayers, also discovered
that it cost a heap of money to (1)
pay farmers not to produce, and (2)
store all that excess grain that
seemingly would never go away.

As we entered the decade of the
70's, everyone rebelled. The result
was a dramatic shift in farm policy,
with market forces once again being

surprise of many—especially those in
the federal bureaucracy=the market
worked. Wiith prices permitted to
seek their own levels for the first time
in many years, we suddenly discou-
ered that American farmers were
efficient, in fact far more efficient
than their countiernipaiits elsewhesie in
the weorld. Poliey makers of the 50's
and 60's should have remembered
that from Westkd Wair 11, But appar
ently they farget.

Wiith a market-oriented farm policy,
ULS. agricultural exports began to
increase, |ust as we started to work
off some of our surpluses, the Soviets
entered the world market on a grand
scale. All of us will remember those
days of 1972 and 1973. The surplus
disappeared in one fell swoop, and
the werld began to werry abeul foed
shertages rather than feed surpluses.

As is often the case, people in the
U.S. and elsewhere overreacted to
the "erisis” and the food pendulum
swung between excess and shortfall
during the remainder of the 70's. Both
supply and demand wexe valatile=
supply beeause of the vieissitudes
of weather in ManRy €BUREries
(espeeially the Seviet Unien) and af
demand beeause gf the Rew entrants
in internatisnal trade (the Soviet
Unien, the Ratiens of Eastern FUFops;
ahd, B%‘i%%'u%'??é!bﬁ’ the Pegple’s
RepuBlic f ERIAY):

The U.S. Congress passed farm bills
in 1970,1973, and 1977, but the basic
content did not vary appreciatbliy. All
three pieces of legislation had a
decided market arlentation, backed
by strong bipartisan pelitieal suppert.



The highly partisan, and sometimes
vicious, farm debates of earlier
decades seemed to have passed.
Because of the success of our
exporting efforts, agricultural policy
had moved into the imtemational
arena, and other depantmetis of
gevernment were now in the act.
Even the political figures of other
natiens examined with tare, and
fereefully eritiqued, the farm and
feed peliecies of the United States, As
s9Mme put it, the Coern Belt had
beeame the werd's biggest farm:

We enter the 1480's with a comfort-
able national reserve of food and
feed grains. Some of us would
dispute wihetimer the United States
should have unilaterally estaiblished
that reserve, but it is here. And it
presently serves an international fiood
security function. Does it perform
that function adequately? Wil it
balleon still further in the coming
deeade, duplieating the eostly and
eontroversial era of the 50’s and 60's?
Or is the Malthusian era ef scareity
and suffering just arouRd the esrney,
a twe-eenturies-6ld predistion fimally
eeme true? Let us Briefly examing
these guestisns as we 18sk 8
agriediture’s futyre.

The Supply Situation

In the short run, food supplies sthould
be adequate for our planet as a
wholle. Mast experts expect global
agricultural production to increase by
2 1o 2.5 percent per year during tihe
decade of the 80's, and that is likely
to meet the foreseeable demand. The
weather is an wincontrollable
variable, howaver, and we llearmed
during the 1970's thai it is possible to
have adverse growing eenditions in

a whale host of countries simulta-
neously. We also learned that the

U.S. is not immune to advessity, not-
withstanding our broad-scale use of
irrigation. Perhaps the geed Lerd

occasionallly deems it wise to advise
us of our fallibility.

In the longer run—two or more
decades into the fiuune~food
supplies will be determined by
advances in agricultural productivity
throughout the world. Research and
development is necessarily a major
element iin that picture. (See P. 11 for
more about productivity.)

The one ray of hope in the global
supply situation is that farmers
always respond to price iincentives,
Many developing countries have not
yet comprehended that salient truism
and, in fact, follow a policy of pro-
duction disincentives, rather than
incentives. Sueh a "eheap food”
poliey may appease eonsumeis in the
shert run, but it has devastating
conseguences far the leng run. Suen
foslishness sheuld be abandened
pramptll. If the majer agrieultural
predueers of the werld, developed
and develeping, wilt But get their
acts together, they ean readily add
millians af tans et additisnal fosd
sYPPlies {8 the werld's &orehguses
duFIRg the remainder 8F this centuwy:
But 38 mMaRy 8f 4s 3re SPIRRIRG SHF
wheels at the moment: We are
making pragress; But it is ABHRIRG 18
Baast 3Baut: All 8F 4 Must BegIA 8
43 3 MUER BEIEr |88 iR 8UF E8MMYT
MeRt £3 Feseareh, anital AoNmaHon;

3Rd marketplace fncentives:
The Demand Situation

The demand for food is a function of
(1) population, i.e., the number of
mouths to feed, and (2) purchasing
powaer, i.e., the financial capacity to
obtain minimum daily food require-
ments. Both factors have concerned
economists and policymaikers alike
for centuries.

The former=population grawiin=
has stimulated a ot of attention and
dialogue, but not much action. The
discussion was rather academic until

this century, because until then the
world was really quite sparsely
populated. Bul we have added
billions of people in the past several
decades, more than the mumber
populating the earth in all previous
recorded history,

It is also the stuff of which political
revolutions are made—hence, the
recent interest of many nations in
“fammilly planning.” Such programs
have had only limited success thus
far, but there is a glimmer of hope on
the horizon. A recent United Nations
study indicates that even in the mest
peverty stricken of nations, family
planning is finally beginning te take
held. In additien, yaung pesple are
farrying at a later age in Many
EBuURtries, aRM FAi5IAY I3Fge AUMBRFS
gf eRildren just dees ALt seem {8
Rave the atiraction it BRER €8M=
manded. Because af 3ll this, the rate
gf papuiatien growth in @ whale
spectrum af natisns is BegiARIRg {8
slow. That indegd is 988 Rews;
theugR it 15 A8 £3HsE f8F EI3LIGA:
Momentum algne will ikely add
aRather twa Billign enilaren 8 suF
g18Bal sgeigty By the year 2666:

Perhaps the more relevant factor
on the demand side is purchasing
powar, There is already too much
malnutrition in the warld, much of it
due to people not having the
wherewiithal to buy the food they
need. Wiith low income families
having more children than the higher
incame groups, this problem will
inevitably inerease In iwmportance
during the 1980's and beyend. It js a
preblerm of massive prepertiens, and
fequires delieate sgeial and 6conemie
sensitivities.

The first step in dealing with global
malnutrition must be a lhumanitarian
one=i.e., sharing food supplies that
are already available. PL. 480, Amenr-
ica’s Food for Peace program,
is an example of this. Through grants




and long-term, low-interest-rate
loans, the United States has used this
program to transfer emormous
quantities of food to poverty stricken
areas of the warld. It has been one of
our finest contributions to peace and
friendship internatiomallly, though
our motives have not always lbeen
entirely altruistic. PL. 480 became law
in the mid-1950's, the time when our
agricultural surpluses became Hoth
pelitically and ecenemicallly trouble-
some. The Feed for Peace program
served as a relief valve for ithase
pressures, while at the same time
benefiting theusands af RuRgry
pesple thraugheut the werld.

In the intervening years, many
other developed nations have estab-
lished programs similar to PL. 480. In
combination, they create substantial
purchasing powen, thereby moving at
least some food from the calorie
surplus nations of the world to those
with caleric deficits. Unfortunately,
these programs also have a darker
side. In seme eases, the feed has
ultimately reached the natien te
whieh it was sent, but net the peeple
for wherm it was destined. This
semetimes seewrs beeause of
wasteful Randling praetices=at the
dock oF iR shipment t8 the interier of
the recipient esumtng. OF it may be
due 8 pslitical graft, with the
8c8RBMic Benekts af fhe program
Being siphangd aft By I8¢eal 8
R3tigAat feaders: I additign, skeh
BFOgFams £3p S&Ve 18 discoHrags
Sgred!iaval BESAHELIBR iR the receiv-
fﬂrg RaHIBR: WY, grew the nﬁFSSH‘EE It
gAe £3R aBLaIR It freg from Egﬁﬂ%ﬁ‘-
3He 48R3k ke Mg United States?

Despite the problems inherent in
such programs as PL, 480, they have a
proper role to play in helping feed
the world. They are today an integral
part of the international food distri-
bution netwerk and may take on
added impertance in the near future.

There are better long-run solutions
to the global malnutrition problem
than producing food in the U.S.,
Canada, and a few other countries,
and then giving it away where it is
needed. Purchasing power is indeed
created by such programs, but it is
artificiat and not self-sustaining. 1t
creates resentment in donor nations
because of the enormeus transfer of
wealth that is involved, and in reeip-
ient nations because of the psyche-
logieal (and perhaps pelitical and
econemie) feeling of dependence
that is ereated.

A better solution is to teach the
nations of the world how to produce
more food. And also to help them
expand their industrial production so
that they can be fully integrated into
the world econemiy. In other words,
we—and the other developed nations
of the world—meed to assist in the
eeoneomie development of eur lesser
developed Brethren. Humanitarianism
aside, that is just geed bBusiRess:

As the low income nations of the
world begin to move up the eco-
nomic ladden, they generate
purchasing powan. It becomes real,
rather than artificial; and they start to
pay for food, rather than beg for it.
That is a lot more self-satisfying for
them, and a whole lot mere profit-
able for experting natiens like the
U:S:

This is not just an economic
theoreticiam’s dream. There are plenty
of examples to illustrate the point,
The classics of recent years are
undoubtedlly Korea and Taiwan. Both
were flat on their backs when they
sought our aid twe to three decades
ago, the vietims af majer wars. We
helped with P.L. 480 and in ManAy
other ways. Se did ether Aatiens. ARd
the Kereans and Taiwanese Relped
themselves, f08. They are diligent,
Rard-werking pesple. The resulis:
their ecBROMIC GFOWER Fates since

then place them amang the highest
in the western warld. Agricultural
production in both nations is far
beyond wihat it was when their
economic resurrection began. And,
more importantly from our stand-
point as an agricultural exporter, food
impaits today far exceed those which
prevailed in the grant and aid days.
Today, both nations are billion-dollar
per-year customeins, eash on the
barrelhead.

WMttt an impressive story, and witaa
a worldwide impact there would lbe
if, palitics aside, the Korea and
Taiiwan experiences could be dupli-
cated over and over again in the
1980's and beyond. Some nations are
well on the way to doing just that,
but we eould provide more of a
beest than we are deing today. It is
erueial te our own farm econemy
that we do s0. As impeFfting Rations
develep their eeppemies, tRey inevi=
tably upgrade their giets, and this
genetates the demand foF still mare
impers. As experteis, we beesme the
ehief Benefieiaty af that Rew-found
PUFERASIAG POWRF

Summarizing the demand side of
our equation, the experts say it will
increase globally by 2 to 2.5 percent
during the coming decade. Since that
will be in balanee with expected
food supplies, malautrition in the
80's will be a distributien preblem,
net a preducetioh preblem. FeF the
loRger teFm, RBweNesy, the keys
Beeerme pepulation growth and
PUFERasING PBwRL:, AMerican farmers
will Be betier 8ff if the Word has
maere 8f fhe fatter 3Rg fess 8f the
farmer.

International Trade

Some nations are simply better
endowed to become major agricul-
tural producers than others. Japan,
for example, can never hope to be
self-suifficient in food, The U.S,, in




comtrast, is doubly sell-sufficient and
more. As we move into the &8s, lthe
contrasts, the production differentials
between exporting and immporting
nations, are likely k0 become even
more pronounced. Pulling it another
way, international trade in agricultural
products will increase. Stating it still
another way, it must increase or
malnutrition in the Third Wadd will
become calamitous, leading to poliit-
ical mevolution.

Here, then, is a brief summary of
winat will likely be traded, and where.
The big ticket items for American

agriculture will continue to be teed
grains (corn and sorghum) and
soybeans. That is particularly true for
the long term, in response to tthe
economiic development process
mentioned earlier. "Eating better”
throughout the world is symonymous
with increasing protein levels in the
diet, and that, in turf, is symENyYMous
with higher eensumption levels for
meat and peultry proguets. Mest
Aatigns have at least seme roUghage
{grass, hay, and a hest of sther sybsti-
tute preducts) available far their
livesteek ane paultry pOpHIatioRs;
But ABE Many have sufficient grains
and Beum?_ s4pplements for the
desirable “Hinishing” ratisns. That is
where e8rR, sgFghHm., 3RE sSYB&aR
meal e8me iR, 3R the Y. ISR 3R
enviahle pSsitisn gs the warld's
leading sUpBligr 8F hgse Brducts:
We will not, howenerr, have those
markets entirely to ourselves. Brazil
already has become & maljer eompet-
itor in soybeans; and Argentina, with
soils and elimate similar t8 aurs, is
rapidly expanding preguetien in all
beegecommedities. Many other
nations are signifieant produyedrs, 188,
theugh Aet at the efficiency level our
farmers Rave regehed: With swificient
priee iRegntives, that sityatign £guld
ehange, and there May Be WM&
players in this market By the decads

of the 90's. The need for the U.S. to
maintain its competitive edge in
agriculture is very real,

In the coming decade, the fiood
grains, wheat and rice, also will be
big-ticket items. Pew people realize
(hat we are one of the werld's major
rice exporters. They are well aware of
our wheat exports, of course, the
early Seviet purchases of that preduet

"Farming ... uliimately
depemdis on ihe
wedtinar. We may till,
fertilize, breed mew
plant strains, invent new
maciines, but if fihe rain
does not fall or if freex-
img winds blow, all our
mgenuity and kabaor will
go for naught,”

ROBERT CLAIBORNE/ auithar

having received remendous media
attentiom.

Vithesmt and rice are staples to
billions of people today. As the
global population continues to
increase, they will inevitably play that
role in the future. This means that
they must also be the staples of fiood
ald programs, as they have been for
Mmany years. It is only when a Third
Werrd Ratien begins to emulate the
experienee of Kerea and Taiwan that
it Beeawmes genuinely interested in
imparting feed grains and seybeans.
Until then, the iRterest oR behalf of
many ef its peaple is survival-en the
fmest Basie et diets=and that ealls fof
Wheak 8F fice:

Since the demand for food grains

wilf be huge for decades to come,
America will have an oppaortumity to
move its wiheat and rice into tthe
world market. But it will be a much
more competitive arena than with
feed grains and soybeams. Wexstt and
rice can be grown in dozens of
counitiries throughout the waorld. The
"miiracle varieties" have dramatically
enhanced rice yields, and hyhrid
wiheat soen will become commed-
eially viable. Therefere, global pror-
duetion levels ef both these foods
eould inerease very substantially in
fhe 280s and beyend. It will net be
2 "bushel ef wheat fer a barrel ef &ill”
eRviFBRMRM: We will Rave te work
Rard just te sustain eur pesitien
internatienally—ane even Rarder 9
8ARaRee it:

There wiilll be ample export oppar
tunities in other agricultural products,
too, some of which have yet to
winet our interests, Mexits fall
into that categony, where we have a
guality product duplicated mowhere
in the werld except on a small scale.
As the werld becomes mere affluent,
meats eould present a sulbstantial
velume, Righ-margin market fer us.
Cetten sheuld de well if fashien
trends eentinue te emphasize Ratural
fibers, aRd if Righ energy eests enable
it {8 femain eompeiitive With syh-
fReties, We alse Rave 3 Aumber af
speeialty preducis=Fruits and vegeia-
Bles, Aute, 8Rd stheis=that are
£afving But imMpressive AiERes far
American produeers:

Vithere will the product go? Who
will emerge as the Koreas and
Taswans of the 1980's? Whnatt export
volumes can we expect by 19907

Eirst of all, we must remember that
our most dependable markets are in
the developed waorld, particularly
#panand the nine nations (soon Lo
be 12) of Wastierm Europe which
eompeose the European Economie
CormmidHiy. Owr agrieultural experts




to that group of nations have ex-
panded gradually but sigmificantly
over the past decade, and there is no
reason to expect them to do other
wise in the 80's. They are truly the
foundation of our export business,

Lest we search too far in the
distance, we must also rermermber
that we have major markets close to
home: Canada and Mexice. Amplii-
fying our economic relationships
with those two countries ought to be
high on our priarity agenda for the
coming decade. Canada and Mexico
are already solid customens of ours,
in both agricultural and industrial
goods. But the trade numbeis are
almest neminal compared fo what
they eeuld be 20 years from new:
Beth natiens have a wealth of
feseurees. As they aceelefate devel-
eprent ef these resgurees in the
€6MMiRg years, their trade velumes
will iRevitably inerease. Ameng these
three nations 8f the Nerth Ameriean
EBRtIReRT, the trade AUMBRTS €3R,
ahd §H8H|G;_BE almest Hﬁ‘iﬁ?lf
BB%@HPI%: ft is iR the Best interest f
thelt pesplies that fhey reseh syeh
levels:

Agriculture willl be a major compo-
nent of trade expansion in North
America, Though we compete with
Canada as an exporter of wheat and a
number of other produets, that
country is a significant market for
many food items that cannot be
grown in its relatively cold climate.

Mexico hopes to achieve self-suffi-
ciency in food, but that is no more
than wishful thinking in the short
run, and perhaps even in the llong
run, Our neighbor ko the south will
need vast amoumts of American food
products to satisfy the consumer
demands of a booming, energy-
driven econemy with a burgeoning
population. As noted earlier, fiood
demand is a funetion of population
aRe purehasing power. in the next

couple of decades. Mexico will have
a lot of both, and much of the fiood
to meet that demand will llogically
come from the U.S. Both nations
should be preparing their internal
transportation systems to satisfy that
need, or we may miss a mutually
advantageous business opportunity
laden with political and social conse-
guenees for each of us.

For sheer growth potential one
must, of course, look to the Orient.
With coumtries such as Japan, the
People’s Republiic: of Chima, Korea,
Taiiwan, Malaysia, Indomesia, and the
Philippines as potential customess,
and with Hong Kong and Singapore
being two of the werlld's most imagir-
native trading centesis, the market-
ing epportumities are aweseme.

So why are we not already doing
more in the Far East? There are lots
of reasons, steeped in tradition, lan-
guage, culture, distance. But all
those hindrances can be overcome,
and a golden opportunity awaits
those with the skill and patiience
to penetrate the markets of Asia.

Finally, one must add a word about
the Soviet Union and Eastern Eur
opean markets that were opened Lo
U.S. farmers in the 70's. Those
markets are now jeopardized by the
strain in relationships between the
U.S. and the Seviet Uniom, and the
aceempanying embarge ef January,
1980, Witihewit seeking te debate the
fereigh paliey implieatiens af Seviet
aetions in Afghanistan ane auf
Fespense, 1 wevld anly say that aur
leng-term interests are Better served
if s4eh AgtiBRs AGve BEEBME MBFe;
Father {Ran less, dependent 8R us far
thetr f88d and 8ihgr Resds: AR
8Xp3nsiBR 8F IRteFA3IBRAY frade
£8RtHBYLES 18 that relatisnship: 3
EBRIFACHIBN danigrates it Theraigre: 1
woKld Repe that iR the FUrire We £3A

'H meeti_ Qur Basm_ foreign
In meél gur [Bastg Torf\f/%gn

vis the Soviet Union, wihile also
significantly expanding agriicultural
trade with it and Eastern Europe.

Agriculliine-—A Growth Industry

If we do wihai | have just outlined,
U.S. agriculture will clearly tie a
growth industry in the 1980's. Exports
are the key, and a healthy export
economy will mean a healthy
domestic agricultural economy. The
two go hand in hand. Wiitheut the
formen, we will never enjoy the latter.

Witreatt will the numbers be in "I$80?
Several agricultural economists are
projecting approximately $100 billion
in farm exports, as compared ta $40
billion presentlly. That is a phenom-
enal increase, though it must be
medified by one’s assumptions
eencerning the inflatlon rate during
the intervening period.

Inflation aside, we should be able
o sell an enormous physical volume
of goods in the 80’s, far beyond even
the impressive successes of the past
decade. The essential elements:

= Maintaining @md emhamcing @wr
competilivemess as a producer.

8 [Fosterimg the economic devellop-
ment of potential importers, thereby
helping them to become paying
customens.

= | diemiifyimg the mankets watth
greatest growth potential, by nation
and by product,

= Selliimg i ithose manlkeits witi sl
and cultural sensitivity.

= [Developing & (tpargmottion
system that will move the product to
port and destination efficiently and
with minimal loss in guality:

If American agriculture will do
these things, it will be a rewarding
decade for U.S. farmers and a
caomfiorting decade for consumens the
waitld over. a

Orr. Yeutter is forreer Diepyly Speidal Trade
Repeesenhaivenad former AStisiant Secretary
of Agricaiiure.
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