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ISSUES IN AGRICULTUPAL EXPORTS 

In my presentation today I would like to concentrate on three main 

aspects of agricultural trade and development: First, I will examine
 

recent trends in agricultural trade of developing countries. My focus
 

will be on exports to developed country markets of the 21 main gricul4
 

tural co:irlodities provided in the attached table. Second, I will attempt 

to analy7c briefly some of the factors underlying these trends. Finally,
 

I will. discuss a few proposals for domestic and international action.
 

Historically sales of food and agricultural ra:,. materials have 

providled the bulk of developing countries' exports. Yates estimated that 

in 1913 agricultural products accounted for about 68 percent of total 

export earnings of the countries of Latin America, Africa, and Asia, 

excl.u.ing Japan. By 1952 agriculture's share of export earnings of the 

samc: countries hac fallen to b8 percent. The declining relative importance 

of agricultural products accelerated during the 1960's. Betw.ecn 1959-60 

,n .1'{-(§, decveloping country sales of the 21 .gricultural co ,rodities 

to t::n irnduitri,, countrics grew fro:n $3,90 million to $10,290 r.nhllio. 

This roJlest inc:rcr.c a, ounted t.o an annual. growth rate of 1.7 percent. 

Th:i,- i ].. , thzui, onc.-hir the growth rate of total exports to inc.st'i.l 

iaiLioM::. At th2 njbin of the decade, the a-ricultural eomvoI1.ti as 

,iriel',3: . acc~,.m.l for )!5.2 reet of total ILDC cxpo,'ts to the five 

irwh~z1'l nation ,. By the e:, of the dacade, they aecounted for only 

3h. 0 neroent. 
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In 1967-68 the United States imported agricultural products valued 

at more than 3.1 million from developing countries. Developing country 

sales of agricultural commodities to the U.S. rose by $281 million daring
 

the 19 60's. Large gains were recorded by meat, fruits, and vegetables 

"luxury foods" vith relatively high income elasticities. Despite the 

inroads of substitutes and protective quotas, imports of raw jute and
 

sugar -.!so rose significantly. 

Despite increased levels of protection by the EEC and higher levels 

of internal production, the Community increased its agricultural imports 

from LDC's by $641 million between 1.959-60 and .967-68. With rising levels 

of per capita income, consuiption of both red and poultry meat increased 

in the IEC, and LDIC exports of meat and live animals to the EEC more than 

doubled during the decade. 

Ticre w:ore large increases in developihg countries' export earnings 

t.cular co-amodities. 

wa.: r ,c:tered by fruits and vegetables. The industrial nations increased 

their ;'port~ of fruits and vcgetebles from the developing n;.t;Lons by 

fro-o L agricultural Perhaps the best Iye:<rformance 

8.9 porc(n 1, annuall]y dCucint, the study period. Developin; countries' 

recoilt:C f,o,0l the ales of fruits and vegetables rose by $773 million 

du'r nrl 11c c c:r.-,I . This c0MAoLty U).') accouLtd r:..' mo--e than 58) percent 

o0.,. tc: to;l cio]. ., in:,ease in developing count,;ics' asrJculturAl eXl.jxwL 

Demit- tbc.-:c bsol.ute increPa:r, the ,1ihre of -ri cultinr.. good; in 

totrl. JlC': f [.in the(. Jewvc. .e coantrvics. 
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These trends are well knowm. Perhaps equEaly well established is 

the presumption that receipts from agricultural commodity exports are 

subject to large year-to-year fluctuations. Thus the two main issues 

affecting developing country agricultural exports are (a) a declining 

share in total imports, (b) large year-to-year fluctuations. 

Agricultural exports still account for a large share of total 

developing country exports. Their sluggish gro,.:th implies that developing 

countries vil. continue to face serious difficulties in obtaining the 

foreign exchange to finance growing import needs. As a result growth 

objectives right be more difficult to attain. On the other hand 

fluctuations in export receipts might disrupt developicnt planning. At 

the very least they might necessitate the holding of large foreign exchange 

reserves to meet annual shortfalls in foreign exchange receipts. But 

hold n- large reserves is something that developing countries can ill 

afford to do. 

Vnile the facts axe well kno-n, there is considerable controversy 

surrou: r)i the factors that are responsible for these developments. It 

2. i.,,:,tV..nt that a prop.r persp.ctive on the controversy be obtained. 

J.i,, i,,'-,v. c-,es lvocztcJ to remzJy the situation depcn:d heavi.ly on the 

rcti, , ,L'c v t-1..i(-o, o' tVc importance of the various ftictors responsible 

fol Th'<'(:1. devclou::,t!i 

Tile fi:,'s- set of fc, toors affccti.n- exports of P.-ricultural . cOmi "" 

tie. from. cveioC.pin; cotitries, T w.d].l call demand factors. They are, 

http:heavi.ly


factors relating the international diemand for agricultural commodities. 

They have generallyI conspired to inhibit rapid gro,.rh 

The first is the well known low income clasticity o' demand for 

foodstuffs. As incomes grow the quantity demanded for most foodstuffs 

grows proporbionately less. This is an old problei which will always be 

with us, and about which litLle can be done, except perhaps to undertake 

higher degree of processing of foodstuffs. PYocessed foodstuffs, e.g., 

well packaged frozen shrimp, have a much higher income elasticity. 

CounLrics such as India and Iexico have started exporting large qantities 

of shrimp in the U.S. market in recent years. 

The second factor that itI :its demand for anricultura-l exports is 

the existence of restrictions on imports imposed b. industrial countries. 

SmIc of these rc,;trictions are related to efforts by industrial countries 

to a,' 't their farming co::,riunity, some are purely for revenue purposes. 

Irrerpectve of motivation their ne; effect on agriicultural exports is 

dot ... A few years back vas tht of all..... it estimated eliminati.on 

rcv-.ruc c e...,sor. -,ricul'Gural imports from dcvcloi.nc. countries wiJ.l 

iiicrc~. 5 t.. r fo:c [i ~cxaflge rccipt'by $203 mi.llion. iLi' : gu Similirl, 

hn:' *t'.,cce A."atr.e tt eJ.imination of rcstri ction.:: on suga;" imports by 

u.I cic v,. .,,:d would thcir m.)s from the01unt'i inc.rcase ... devcJlopitir, 

COU. '.: by $9 0 r.*] .Jion. 

Th, tii rcd fac,Lor thnt hes af.-.(cted C.citnan for egrricnlturl co.,c,.i t.I e:, 

in the dc.voy.:;:ni, of synthetic . , ar.Lc: ly for 

rim. ;ct(r: als. The mst.. rutm ,;nt -cre..o-.t4ura]. 0 ,- oA j e~: afrct,'rj ''"'x 

http:dcvcloi.nc
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rubber, cotton, jute, wool and hides. Totel imports of these five
 

conmiodities fell during the period 1959-68. The :-cvelopment of synthetics 

has been partly auhtonomous and partly induced by actions of developing 

countries themselves, as we vill see later on. 

A final. factor adversely affecting internatieal demand which has 

not been very important up to now but which might become important in the 

1970's, steis from the very success of agricultural, policies in developing 

countries. As the "Green revolution" spreads to many developing countries, 

they beco!r-e more self-sufficient in foodstuffs and to that extent their 

demand for agricultural Imports from other developing countries is reduced. 

I turn ncw to the other set of factors affecting agricultural exports 

of developin- countries: I call these, supply faccrs. 

To me the most striking phenomenon in agrieulural exports in the 

l91O's was the fact that developing cointries lost a considerable share 

of their m.r.et in rnieny co:nodites to competitors froa developed countries. 

I' thC< 1:q rintained their share of total, grj.cul.turv._ expo:t'ts of 
.1.99-.(0 cev.cpinL; countries' exports in 1967-68 w..uld have been 3. billioi 

or aci; .10; hi.her. This is not t, doeand phen)rik1on. It relates to the 

d.v"K c., -, co.itr:sc ' ni.li.ty to co:ipcte in the vccy co:,moliti (5 in v.hich 

the;, ]i' .;m,, ?,,l'y TpC,:.c'rm.; a co:vf,:-'rat, ye adv'antage. 

uc:.o.', r. .V muu. v'.,e po:,si.J, ffor this decline ri corpe.Ves, 

] 'vc',p:,', c~:;c, oftcn l::.ch the know hov. to oyo.niv'.e an efficient 

m 1 : -. , sy: Lc'; ar' ma.i ntain co:, :I ti.ve quality. Lnclk of .lex.,i].i.y in 

t.,:J. c ,:: ,e, m1oer; not ofuc te l lo..; them to. shift, rcsources Iu..c:f.ly to 

http:ni.li.ty
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adjust to changing market conditions. But by far the most important 

factors inhibiting supply and decreasing competitiveness have been the
 

policies 
commonly pursued by developing countries themselves. 

Economic development policies in the past decade have emphasized 

import substitution industrialization. This means that developing countries 

typically have erected irmport controls of considerable magnitude in order 

to estabjlish industrial activities. Strong incentives have thus been 

ercated for the chann:.Jing of the bulk of incremental resources to the 

protected industrial sector rnd away frora the traditional sector uhich 

provides the bulk of developing countries exports. I will not dispute 

the 7:isdo-n of pursuing a :el. conceived industriali7:ation policy as a 

ean- of attaining overall. development objectives. But a concomitant 

result of industc'ialization policies has been a relative neglect of the 

trad~t ':.aJ. a: t'iculttral sector, with adverse rep-rcussions on the ability 

of ede cmorir; countries to ern foreign cxchange. 

In a relate- et of policies governments of developing countdres have 

Ol~ir? cxchangel riAes and heavy export tn--es onervzlud 

cxp:]~ Although," . xr'ts. domest.c inco?:e di.rbution c.bjectives 

4.(n l,' becn pr.sent, the p:.i::z.ry motivation of these policies has 

le k ion c,r thc v"Alue of co:,".inity exports b; ,exploitin:gthe ;o: opoly 

]pmr.::,r d]evej ' 'oun[,rn.r.es bcie.eo they posses in international markets. 

tV ILifle 1.eice elastioityof demand for many agricultural commodities 

.s ,tc1y .'.7ov, it is elcur that i,:-.ny devc.lop-.in.,; countri es 

fo':d it to be in fact highei" than they e)xpec.tcd, and by trying t, price 

http:devc.lop-.in
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their commodities high in part induced the expansion of substitutes. The
 

result has been that they suffered as a group in the competition for
 

foreign markets with developed countries, as well as lost some markets 

to synthetics. 

Let me address myself briefly to the question of fluctuating receipts.
 

The factors behind these fluctuations are well known. Long gestation 

periods,, climatic variations as well as the fact that imports often can-. 

stitutc a minor portion of domestic consumption, all contribute to
 

fluctuatinf prices and to a lesser extent receipt of agricultural exports.
 

will discuss some of national and international efforts of stvbilization 

lfter on. At this point I want only to point out that the problems that 

unstable recelpts cause have been reduced to some extent by the fact that 

deveJ.op.n ecorories have in the last decade started to diversify their 

expcrLs. Since they are now relying less on agricultural exports for 

the-ir fo'ign exchange, their balance of payments as well as their overall. 

il 'wnaii ccv.'e less vlncrable to fluctuations.hrs beo:. 

51i"; rcviCw of factors affecting agricultural exports of developing 

co.,- er:;cr rrcls ne to the follo',.ing thoughts about future action by the 

vc,, r cmrtf. '.i.s t.hcIselvcs, dcvcloped counetries and the iuternat.I',l 

2 

nc 

First, let us look cat the devulopin z countries'policies. It is 7-3.ear 

that they C':.11 do little about the low .ncome clasticity problem. At best, 

; I not[ed te ,-]ier' efforts should. be dirtected towards incrcosrd proces.:.silg, 

V.nd ircceusi:71g the reso::'ees aloc,.ed to production of com.i)oL t'ies.: such 

http:aloc,.ed
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as fruits for which demand is 
more income elastic.
 

The most effective set of policies that developing countries can
 

employ is to maintain exch?,nge rates which do not penalize commodity
 

exports and endanger their competitive status vis-a--vis developed country
 

producers. In the 
same context, policies taxing exports of agricultural
 

commodities must be careiully reviewed so as to enable developing countries 

to nmaxrdrize their foreign exchange receipts without jeopardizing their 

market positi.on by encouraging the development of sythetic substitutes. 

Developed countries future effort.: must center 
on the progressive
 

dismantlirng of trade barriers affecting devcloping countries' exports. 

However, protective policies in developed countries are intimately related 

to do:c.es-tic efforts to assist the farming community. Difficult questions 

of equity and income distribution are involved enCt progress will by nccessity 

be lo,:, The U.S. is participating with other GATTi members in preimirvry 

discu.',%;ons on the renoval of non-tariff barriers nany of.which are erected 

ga~r,.t s-ricultu'O. import; from developing contries. It is hoped that 

thc:;no[,it.:I11ns wi.l1 fruit, 3.n fe.beer the next years. 

On the side of revenuc duties, so:Ie progress has already been made 

and t::,:. U S. hc s recently rienouned its dc(cLsi.cm to e.limin:*te such dutis 

CP row.ot,.: o2 t.c:,'tac to Ln.tin Amcrlc.n pro-'iccrs. 

Y.ir-,.1ty, Oc%,O.o )'d eot, ,.,olos eC, nassist in providin.r, technicA 

n:,r:J't.:.n~cc i n th! ezport p:'i ;,t:in fieid. Effor 1s in this dirceLiLon are 

al;ye, ii,:4,, wny throu, .h tle nrT. Tra/LIITCTA1. he 

U.S. t'. A.T.D. has acm.. : cl.. in such .1oin CentrO. Anerica, ]idida 

http:dc(cLsi.cm
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In the international sphere producers of several commodities might
 

benefit fromi the establishment of international commodity agreements.
 

Such agrecr.ents have been tried often but success has been limited to 

a few co;vnocities. The problemu frequently is the confusion that prevails 

about the objectives of such agreerents. First, there is confusion as 

to whether the objective is to atabilize prices or to actually increase 

prices -.iove their eoui).ib'iu i point.. Second, there is confusion toas 


v:hcther 
the objective is to stabilize income to domestic producers or 

stabilize foreign exchange receipts. 

It is clear that wen the objective is stabili7ation of domestic 

pro:lucers' inco.ncs, this objective could best be achieved via national 

and not in ternat:.onal stabilization measures. 

Whli.le co.i',oodity a,%reements can be used both to stabilize and to 

incrc .Sc prices, the problems of attaining the J.,tter objective ere far 

rnore fo.dcb1le. They becoJre almost insuperable If the agreement is 

dcsi ,.:d fr:, stahL.ilization but in tries to increasefact prices. 

If c1e'c'.ep,.r, countries conc.huce an agreemenc t that increases prices 

o:' C:o',,. KP.{.es to cons,:ne.s in dcve].opcd countries the result is a 

fc' "., t.VL sf7cr of re:-;ouTccS fro11, the latter to the former. It is 

ony if the pr'ouccrs p"t:i.c LpcAti.zg in the a;reement have 
c..;L: ,..y ret, mostc [hel'v: , cont-ol on the',i In p'u.ecte no.entssuch o.rei 

h:, fr,i.r:i bccau' of the n.. ty to secure ful parL,:c:ipat:ton of all. 

':,. , o:, pote:'-.l, p'odiACcer:- and the r(sistvneer of consu_,,.,r intcrost,... 

,The .3 ].; < of f'i),i'ce is incrc.'rscn .'en effo:.'L.s to i.nen'renec 'ricc-:; 

nre .:"C-: ir t'Lhe face0 of dec].ini.ng or. stzjnat d-mant.. 

http:dec].ini.ng
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It could be argued that such agreements are desirable, because 

if effectivcthey result in desirable transfers fron developed to 

developing countries. However, it should be stressed that alternative 

means of making rescurce transfers to developing countries exist - such 

as the aid prograei-s - which involve less inefficiency in resource 

allocation.
 

In conclusion, i. -would appear to me that agreements can be useful if 

they arc truly designed to stabilize fluctuations and they are likely to 

be feaib.e if they include both consumers and producers. 

On the overall picture, I w.;ould like to conc.ude, that the prospects 

for rapid increases in agricultural exports are not bright. For this 

very reason cons-id.cerable attention must be focused on the policy options 

that I rnLioned earlier. It is encouraging that some things can be done 

to improve the situation. But concerted action by both developed and 

dcvclcovdng countrier.s would be required for this improvement to materialize. 
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Agricultural Imports by Developed Countries I


Annual Percen
1959-60 1967-68 tage Change

World LDC's World LDC's;5 World LDC's 

annual average, $ million 

(1) (2) (3) (4) (5) (6)
 

Mineral Fuels 6,007.8 4,796.6 12,432.3 9,579.6 9.5 9.0
 

Agri cul tural 

Alcoholic and non
alcoholic beverages 682.9 253.3 1,082.4 125.3 5.9 -8.5


Cocoa 
 527.1 479.6 588.9 529.0 1.4 1.2
 
Coffee 1,619.1 1,584.5 1,870.5 1,821.9 1.8 1.8
 
Corn 470.7 184.4 1,082.1 314.5 11.0 6.9
 
Cotton 1,397.2 801.3 1,312.3 854.2 -0.8 0.8
 
Crude animal and
 

vegetable materials 395.6 163.8 627.5 238.9 5.9 4.8
 
Dairy products 732.7 768.3 0.3
42.5 9.4 
 -9.5
 
Feeding stuff 428.9 269.8 1,018.2 456.7 11.4 6.8
 
Fruits and vegetables 1,523.5 793.2 3,210.7 1,566.2 9.8 8.9
 
Hides 460.3 192.6 532.6 190.2 1.8 -0.2
 
Livestock 362.4 54.0 530.6 75.1 4.9 4.2
 
Meat 1,552.4 345.4 2,326.2 444.6 5.2 3.2
 
Oilseeds 971.1 514.2 1,306.3 475.3 3.8 -1.0
 
Rice 152.4 57.2 181.7 99.7 2.2 7.2
 
Rubber 1,239.7 1,056.8 830.5 643.9 -4.9 -6.0
 
Sugar 1,047.5 922.9 1,502.3 1,271.9 4.6 4.1
 
Tea 421.5 390.1 403.5 378.4 -0.5 -0.4
 
Tobacco 
 640.8 186.9 832.8 159.3 2.6 -2.0
 
Vegetable oils 
 489.6 316.8 560.4 373.4 1.4 1.4
 
Wheat 
 714.4 65.5 949.2 49.0 3.6 -3.6

Wool 1,436.0 283.2 1,276.9 213.2 -1.5 -3.5 

Total Agricultural 17,285.8 8,960.0 22,793.9 10,290.1 3.5 1.7 

Other Primary 5,336.4 1,869.3 9,361.4 4,314.5 7.3 11.0
 

Total Imports 53,884.0 19,803.9 99,708.0 30,296.0 8.0 5.5
 

l/ US, EEC, U. K., USSR, Japan.
 


