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ISSUES IN AGRICULTUPAL EXPORTS

In my presentetion today I would like to concentrate on three main
espects of agricultural trade and development: First, I will examine
recent trends in azricultural trade of developing countries., My focus
will be on exportis to developed country markets of the 21 main agriculs
tural comindities provided in the attached teble. Second, I will attempt
to anslyrc briefly som?'of the factors underlying these trends. Finally,
I will discuss a few proposals for domestic and international action.

Historically sales of food and agriculPural rer; raterials have
previded the bulk of developing countries! exports. Yates estimated that
in 1913 agricultural products accounted for about 68Apercent oi total
export carnings of the countries of Latin America, Africa, and Asia,
exeluding Japan. By 1952 azriculture's share of export earnings of the
sanc countries had fallen to k8 percent. The declining relative importance
of sgricultural products accélcrated during the 1950's., Beluwecn 1959-60
axG11957~53, developing country ssles of the 21 egricultural coammodities
to Lor indusirial countrics grew froa $8,950 million to $10,290 million,
This todest Incrorse anounted to an gnnual grovwin rate of 1,7 percent.
This 1 loss than one-third the growth rate of total exports to indust?iel
nations, At the bcginﬁing o’ the deende, the agriculiural comfodities
incluﬂcd.uccﬁuntcd Tor 15,2 peveent of total IDC exposts to the Tive

induetviel nationz, By the end of the decode, they accounted for only

31.0 mercent. . oo
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In 1967-68 tne United States imported egriculturel 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 1960's, large gains were recbrded by meat, fruits, end vegetables =~
"luxury foods" with reletively hich income elasticities. Despite the
inroads of substitutes and protective quotas,.imports of raw Jute and
suger also rose sigﬁificantly.

Despite increased levels of protection by the EEC and higher levels
of internzl production, the Community increased its agricﬁltural imports
from IDC's by $6L41 million between 1959-60 and 1957-68. With rising levels
of per cepita income, consuzption of both red and poultry meat increased
in the I'EC, and LDC exports of meat anﬁ live aniwals to the EEC more thean
doubled durinz the decade. “

There were large increases in developing countries' export cernings
froy ravticular agricultural.commodities. Perhaps {the best performance
vas regicstered by Truits and veretebles., The industrial nati@ns increascd
their duports of fruits and vegetebles from the developing notious by
8.9 pereent ennuelly Queing the study period. Doveloping countrics'
receints frém the sales of fruils and vegetables rosc by $773 million
guring Lue QCcadc. This cormodily grovp accounted foi noce than 50 percent
ol 1ne tebs) dolloy inerease in ddvclopinﬁ gount?ics' apricultoral export
cavninss,

Derspite theee ehsolute incronssn; the share of erriculiwrsld goods in

LoLa) dnnorta Teil in the develop2d countries.,
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These trends are well known, Perhaps equelly well established is
the presumption that receipts from egricultural commodity exports are
subject to large ycar-to~year fluctuations. Thus the two main issues
affecting developing country egricultural exports ere (2) a declining
share in total imports, (b) large year-to-ycar fluctuations.

Apricultural exports still account for a large share of totel
developinz country expo?ts. Their sluggish growth implies that developing
countries will continue to face serious difficulties in obtaining the
foreign exchange to finance growing import needs. As a result growth
ovjectives might be nore difficult to attain, On the other hand
fluctualions in export receirts might disrupt development planning. At
the very least they might necessitate the holding of'large foreipgn exchange
rescrves Lo meel annual shortfells in ?oreign exchange receipts, But
arze reserves 1s somethiﬁg that developing countries can ill

holdin:-

o -

af ford to do,

Vnile the facts’are well known, there is considerable controversy
surrounding the fectors that are responsible for these developunents, It
is dmportenl thalt a proper perspective on the econtroversy be obtalned,
Poldiey wopsvres advoceted to remady the situation depend heavily on the
relative cvelualicon of Lhe jmportance off the verious Tuctors résponniblc
Tor poreseny developnoents,

The {irst sct of foectors affceting exports of azricullurald. comnodi-

Ly

ting Troa doveloping countries, T will call demand Tactors, They are
M A\ . .
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factors relating the international cemand for agricultural commodities.
They have generall7conspired to inhibit rapid growth,

The first is the well known low income elasticity of demend for
foodstuffs, As incomes grow the quantity demanded for most foodstuffs
grous proportionately less. This is an old probism which will alyays be
with us, and about which little can be done, except perhaps to undertake
a hisher degree of processing of foodstuffs. Processed foodstuffs, e,g.,
vell packeged frozeon sﬁrimp, have a ruch higher inrcome elasticity.
Countrics such as Indie and Mexico have started exporting large quantities

of shrimp in the U.S. wmarket in recent ycars.

The seccond factor that inh-iits demand for agricultural exports i

w

the existence of restriclions on imports imposed b?‘induétrial covnirics,
Some of these restrictions are rclated to efforts by industrial countries
to assist their Terning corrmunity, soﬁe are purely for revenue purposes,
Irrespective of motivation their ne’ effect on agricultural exports is
getriveatcl, A Tew ycars back it vas estimated that elinination of ell
reverue cuvies on egricultural imports from developing couniries will
increzee thedir fordizn exchange reeeipty by $200 million, Similevly, it
hos boeca entimated th@t elinination of restriction: on suzger imporis by
ell developed countrics vould inercase thedir imporis Trow the developing
countyics by 4950 Lillion, .

The thivd Tactor thot has effccled demand Tor agrienltural comsedidtier

in the developuznt of syulhelic substitutes varticiavly for acricultucea).

.2

e

. . .
ravouaterials,  The most dmporbent esrlceoliural corciofitien alffeched vore


http:dcvcloi.nc
http:eliminati.on

-5-
rubber, cotton, jute, wool and hides. Totel impor:is of these five
comngdities fell during the period 1959-68. The .zvelopment of synthetics
has been partly autonomous and partly induced by ections of developing
countries thecmselves, as we will see later on,

A fingl factor adversely affecting internatioenzl dewand whiéh has
not becen very important up to now but which might become important in the
1970's, stens from the very success of agricultural policies in developing
countries. As the "Green revolution" spreads to wz2ny developing countries,
they become more selT-sufficient in foodstuffs and to that extent their
demand for egriculiural. imports from other developing countries is reduced.

I turn ncw to the other set of factors effecting egricultural exports
of dcvcloping countries: I cell these, supply facicrs.

To me the most striking phenomenon in agriculiural exports in the
1950's was the fact thet developing countries lost a considerable shave
of their nmarket in mony comnodities to competitors from developed countries.
IT they hod meinteined thelr share of total saricultural exports of
39,900, Geveleaing conntries' exports in 1967-68 would heve been §). billicn
or ¢bcibt 107 higner, This is not « demand phensmcaon. It relates to the
developing combries' ability to compete in the vary cowmoditics in viich
they presonehly ponress o comprrative advantace.

Various fectors e responszibls for this deeldine In competlitivencss,
Develeping counlrics often lzek the konow how to orzonize an efficicatl

morketing sysiem end maintein coupetitive guality. Tiack of flexibility in

—~

thedv cconmmies deon not often allow them tor shifi resources quickly %o
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adjust to changing market ponditions. But by for the most important
factors inhibiting supply and decreasing competitiveness have been the
policios conmonly pursued by developing countries themselves.,

Economic development policies in the past decade have emphaslzed
import substitution industrislization, This means that developing ooun@rioa‘
typically have erected import controls of considereble magnitude in order
to esteblish industrial activities. Strong inceniives have thus been
crcated for the chann:]1n~ of the bulk of incrementel resources to the

protecied indusiriel seclor end away from the treditional scctar which

i
provides the bulk of developing countries exports, I will not dispute

the wisdom of pursuing a well coaceived industrialization policy as

neens of attaining overall developnent objectives. But a conconitant
result of industrizlization policies has been a relative neglect of-the
traditional agrvicultural sector, with adverse reparcussions on the ability
of deviloping countries to carn foreign cxcnenge.,

In o rclated set of policies povernments of developing countrics have
ofter redntoined avervalued exchance rates and hezvy cxzport teves on
aoricut lural exporis,  Althouvzh domestic jncome d@stribution c¢bjectives
o?itn Lave beon yresent, the prim:ry.motivation of these policies has
teen Lo dnerense the value of corandity exporte by exploiting the nonopsly
youer ceveloping countries believe they posses in international markets.
Vihidle the sniee #lastioity of demand for many agricultural commodities .
iu vadoublodly rodativeldy dov, it is cler that neny developing countries

feund 3% to be dn fzet bicher than they cxpectcd, and by tryineg to price
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their commodities high in part inducedkthe expersion 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 ere well known. Long gestation
periods, climatic variations as well as the fact that imports often can--
stitute o minor portiog 6f donestic consumption, 211 contribute to
fluctuating prices and to a lesser extent receipt of agriculturel exports.
I will discuss some of national and international efforts of stebilization
latery on, At this point I want only to point out that the problems that
unstable receipts cause heve been reduced to sore extént by the fact that
developing cconowics have in the last decade sterted to diversify thei;
expcris.  Since they are now relying less on agriculiural exporfs for
theiv foreipn exchanse, their balance of paymenis as well as their overall
planning hes becowe less vulnereble to fluctuations,

This rcvices of factors affecting agricultural exports of developing
coontricn Jrods ne to Lho following thoughts eghout future sction by the
develoning countrices thenselves, developed countrics and the internaticnal
conantty,

First, JYet uz look et the developing countrics'policien. Jt is ~lcar
that they'can do 1little about the low incone eiusticity problem, At best,
as ) noted earlier, efforts should be directed towards incrcesed pr§ccssing,

end increusing the resources allocated to produciion of comneditics such
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&s fruits for which demand is more income elaétic.

The most effective set of policies that develioping countries can
empioy is to maintain exclange rates which do not penalize commodity
exports and endanger their coapetitivekstatus vis-a-vis developed country
producers, In the seme cont‘xf, policies taxing exports of agricultural
commodities must be carefully reviecwed so as to enable developing countries
to maxirdze their Toreign exchange receipts without jeopardizing their
market position by encouraging the development of synthetic substitutes,

Developed countries future efforts must center on the progressive

N

)

dismantling of trade barricrs affecting developing countries' exports,
Houvever, protective policies in ¢eveloped countries ere intimately related
to dowrstic efforts to assist the ferming community, Difficult questions
of equity and jncore distribution are involved ena progress will by nzcessity
be slow, The U,S. is participating with other CATT wmerbers in preliminery
discursions on the reouovel of non-tariff barriers rany of vhich are erccted
eoainst azrionliure). jmporis from developing covntries, It is hoped that
these nesotictions will hear fruit, in the next few years,

On the side of revernue dutics, souwe progress hes alrcady bLeen nade
and the UoS. hos recently ennounced its decision to elininate sueh dulics
on rary Jlen s of duportance to Latin Americean produccrs,

Finally, developed covnbrics eon assist sn providing techuical
assirtaznce 3n the expoct procsobion Tield. Efforts.in thig édircetion are

elrveedy under way Lhrovgh Lhe GATT/UNCTAD Joternztional Trade Cenber., The

.
.

U.S, Lioosli AT, has assisted in sueh prograns in Cenlrel Anerica, Judis

end clootienn,
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In the international sphere producers of several commodities might
bencTit from the esteblishment of international commodity agreéments.
Sucii agreemzats have been tried often but success has been limited to
a few comrodities. The problem frequently is the confusion that preveils
ebout the objeciives of such agreementé. First, there is confusion as
to vhether the objective 1s to atabilize prices or to actually increase

prices ebove their egui 1]leUm voint,. Second, there 1s confusion as to

vhether the objective is to stebilize income to donestic producérs or
stebilize foreign exchenme receipis.,

It is clear that when the objective is stabilization of domestic
proiucers' incones, this objeclive could best be echieved via national
and not internationzl stebilization measures.

While commodity acrecments can be used both %o stabilize end to
inereese prices, the problems of attafning the Jatter objective are far
more formaidable. They become almost insuperable if the aéreement is
designad for stebilization but in facl tries to inercase ppices.

X develepivg countrics conclude an agrecment that increase s pricce
of corditices Lo consuaers in developed countrics the result is e
fogco’nl trensfer of resourccs Trom the latter to the formor., It is
porsivle only if tho Frojuecers poriicipating in the agrccment have
cleelive ronopoly control oa the merket. In prieatice most such arrecuzuts
have feiled beeanre of the indbility 4o sceure full parbticipstion of all
precent or polentield produccrs and the resistence of cougumey intereste.
. 9'hae 1t101'.uv4 of fuilure is inercuased vhen efforis to inecrensc pricos

arc 12dc in the fuce of declining or stecuent demond.
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I£ could be argued that such asreements are desirable, because
if effectivc,?hey result in desirable transfers from developed to
developing countries. However, it should be stressed that slternative
means of making rescurce transfers to developing countries exist - such
as the ald progrems - vhich involve less inefficiency in resource
allocation,

In conclusion, it would eppcar to me that egreements cen be useful if
they erc truly designed to stebilize fluctuations and they are 1ikely to
be feasible if they includé both consumers and producers.

On the overall picture, I would like to conc]nde; that the prospects
for rapid increases in egricultural. exports are nov pright. For t{his
very reason considerable attention must be focused on the policy options
that I mentioned earlier, It is encouresing that some things can be done
to improve the sitvation, But concerted action by both develoﬁed and

develowing countries would be required for this improvement to materialize,



Mineral Fuels

Agricultural

Alcoholic and non-
alcoholic beverages

Cocoa

Coffee

Corn

Cotton

Crude animal and
vegetable materials

Dairy products

Feeding stuff

Fruits and vegetables

Hides

Livestock

Meat
i1seeds

Rice

Rubber

Sugar

Tea

Tohacco

Veagetable oils

Wneat.

Wool

Total Agricultural
Other Primary

Total Imports

Agricultural Imports by Developed Countriesl/
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1959-60

World

LDC's

annual average, $ million

1967-68

World"-

LDC's:

Annual Percen-
tage Change
World LDC's

(1) (2) (3) (4) (5) (6)
6,007.8 4,796.6 12,432.3 9,579.6 9.5 9.0
682.9 253.3 1,082.4 125.3 5.9 -8.5
527.1 479.6 588.9 529.0 1.4 1.2
1,619.1 1,584.5 1,870.5 1,821.9 1.8 1.8
470.7 184.4 1,082.1 314.5 11.0 6.9
1,397.2 801.3 1,312.3 854.2 -0.8 0.8
395.6 163.8 627.5 238.9 5.9 4.8
732.7 42.5 768.3 9.4 0.3 -9.5
428.9 269.8 1,018.2 456.7 11.4 6.8
1,523.5 793.2 3,210.7 1,566.2 9.8 8.9
460.3 192.6 532.6 190.2 1.8 -0.2
362.4 54.0 530.6 75.1 4.9 4.2
1,552.4 345.4 2,326.2 444.6 5.2 3.2
971.1 514.2 1,306.3 475.3 3.8 -1.0
152.4 57.2 181.7 99.7 2.2 7.2
1,239.7 1,056.8 830.5 643.9 -4.9 -6.0
1,047.5 922.9 1,502.3 1,271.9 4.6 4.1
121.5 390.1 403.5 378.4 -0.5 -0.4
640.8 186.9 832.8 159.3 2.6 -2.0
489.6 316.8 560.4 373.4 1.4 1.4
714.4 65.5 949, 2 49.0 3.6 -3.6
1,436.0 283.2 1,276.9 213.2 -1.5 ~3.5
17,285.8 8,960.0 22,793.9 10,290.1 3.5 1.7
5,336.4 1,869.3 9,361.4 4,314.5 7.3 11.0
53,884.0 19,803.9 99,708.0 30,296.0 8.0 5.5

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



