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Undersecretary Amstutz has provided a good description of how
the United States got into its currently depressed agricultural export
situation. Hestressesheavily the need for the United Statesto become
more competitive in world markets and argues that doing so will re
quire more market-oriented domestic programs. Negotiatingfair trad-
ing rulesisalsoimportant in hisview. If these twothingsaredone, U.S.
exports will grow.

Thisisavery benign conclusion that tellsus nothing about the nat- -
ure and magnitude of the problems facing American agriculture and
the government officialswith responsibility for implementing agricul-
tural policiesand programs. It isthisset of issues| want to address.

My basicthesisisthat becoming morecompetitivein world markets
isa necessary but not sufficient condition for eliminating surplus pro-
duction capacity within the next five years. U.S. surplus capacity is
hugeand consistsdf two parts. Oneisthe visblesurplusin theform of
largestocks, projected to benearly aslargeor larger for most commodi-
tiesat theend of the 1985-86 season than at the end of 1982-83 (pre-
PIK year). Theother isour ability to produce much more every year
than we can useat home or export.

| have projected to theend of the decade planted acreage required
for major cropsunder thefollowing ™ optimistic” assumptions:

e Normal weather and growing conditionsaround the world.
e World agricultural trade growth at dightly less than one-half the

rate in the 1970s, compared with declining trade during the first
haf of the 1980s.
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e The United States, following policies that makeit fully competi-
tive in world markets and our regaining our past share of these
markets by theend of the decade.

» Therateof growthincropyieldsbeing generaly only one-half the
historicrate.

e Stocksof major commaodities being gradually reduced from cur-
rently largelevelsto desired levelshy theend of the decade.

Theresultsof these assumptions arefairly impressive. U.S. agricul-
tural exportswould grow at annual ratesabout the sameor evenfaster
asthosein the 1970sthrough acombination of regaining market share
and modest growth in world trade. Between 1985-86 and 1989-90, for
example, wheat exports would increase from 1,050 to 1,605 million
bushels, or by 11 percent a year. Corn exports would increase from
1,625 to 2,240 million bushels, or by about 8 percent a year. Soybean
exports would increasefrom 675 to 925 million bushels, or by 8 per-
cent a year. And cotton exportswould increasefrom 3.5 to 7.2 million
bales, or by nearly 20 percent a year.

Equally impressiveisthat thisrobust export growth wouldstill leave
the United States with substantial excess production capacity by the
end of the decade. In 1981, a record 376 million acres were planted in
al major crops. The required plantingsin 1986 under our projection
scenario would be 322 millions acres, 54 million acres below pesk
plantingsand 2 millionacresbelow 1983, theyear of the PIK program.
By 1989, required plantings would increase to 353 million acres but
would still be 23 million acresbelow the peak level of 1981 (Tablel).

TABLE1

AreaPlanted Scenario
(InMillion Acres)

Actual Projected

408l 1032 4083 1034 1035 1086 4087 1038 4089
Corn 842 819 602 804 832 720 747 764 7713
Sorghum 160 160 119 172 178 141 158 160 162
Oats 137 140 203 124 131 120 126 127 127
Barley 143 95 104 119 131 104 103 104 105
Wheat 889 82 764 792 758 715 737 779 793
Soybeans 678 709 638 677 633 583 637 675 713
Cotton 143 113 79 111 108 84 86 92 98
Rice 38 33 22 28 25 23 24 25 2B
Other* 730 735 709 741 721 730 730 730 730
Total 3760 3666 3240 3568 3517 3220 348 3456 3527

'Haxseed, peanuts, sunflower, dry edible beans, potatoes, sweet potatoes, and suger beets harvested
acreagefor rye, hay, tobacco,and suger cane.
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If the assumptionsare too optimistic, which | suspect they are, the
excesscapacity problemislarger than | have projected.

Becoming more price competitivein world marketsand regaining
our fair shared these markets, however desirable, are week toolsfor
solving our surplus problems. Price competition will affect output in
countrieswhere pricesare directly linked to world markets, asfor ex-
ample, Canada, Australia, and Argentina. However, the behavior of
many major producingand consuming regions o the world is not in-
fluenced by world prices. For example, Secretary Amstutz pointsout
that whilewheat production in the United States declined between
1980and 1984, productionin the rest o the worldincreased by 65 mil-
lion metrictons. It is noteworthy that China, India, and the European
Community account for dl of thisincrease. Furthermore, it is doubt-
ful that wheat production and consumptionin these areas will be re
sponsivetoworld pricesin the foreseeablefuture.

The fundamental problem facing U.S. agricultural exportsisdow
growthinworld trade. Secretary Amstutz hasdiscussed the reasonsfor
it. The potential for tradegrowth liesmainly with the devel opingcoun-
tries. The United Statescan do two thingsto speed growth and deve-
opment in poor nationsand U.S agricultural exportsto them.

Oneisto use our economicassistanceand agricultural export pro-
grams moreeffectively. Rather than promotingindividual export pro-
grams, U.S. assistanceshould be packaged to meet the developmental
andfinancial needsdf individual developingcountries. The numerous
agricultural export programsat our disposa need to have a stronger
economic development focus that will help build marketsfor the fu-
ture. This approach involves a great deal more coordinationamong
U.S foreignassistanceand export programsthan now exists.

The other imperativefor the United Statesis to keep our markets
open to exports from developing countries. Secretary Amstutz has
stressed the importanceof comparativeadvantage in trade. Our com-
parative advantagelies mainly in the production and export of basic
food and feedstuffs, such as wheat, coarse grains, and soybeans. The
developing countries have a comparative advantage in producing
other agricultural products and a variety of manufactured goods.
Overdl, it is harmful to our agriculture when the United States re
strict$imports from devel oping countries, such as sugar and textiles.
We are on wesk ground when we ask other countriesto be lessprotec-
tionistic whilewe continue to protect many o our own marketsfrom
Import competition.
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When dl issaid and done, the United States will have to control
productionaf major cropsfor anumber of yearstoavoid raising havoc
with either the budget costsof farm programsor the financial condi-
tion of farmersand the businessesthat serve them. A measured ap-
proach is in order, an approach that provides as much policy and
program certainty as possbleto help peopleplanfor thefuture. Crash
programsto ded with along-term problem should be avoided. These
approaches usually end up being counterproductive, underminingour
competitive position in world markets when we reduce output too
much, as we did in 1983. On the other hand, alowing stocks to in-
cressefurther also hasa high priceand isalso to beavoided.

I nsummary, becoming price competitiveisimportant. But it isalso
o great importanceto the United Statesto figure out how to useour
agricultural resourcesand economicassi stanceto stimul ateworld eco-
nomic growth, especidly in developing countries, and world agricul-
tural trade.



