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EXPORT PROMOTION

THURSDAY, APRIL 27, 1978

U.S. SENATE,
SUBCOMMII ihE ON FOREIGN AGRICULTURAL POLICY OF THE

COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY,
TV a8hington,D.0 D.C.

The subcommittee met pursuant to notice at 9 a.m., in room 324,
Russell Senate Office Building, Hon. Richard Stone (chairman of the
subcommittee) , presiding.
Present: Senators Stone, Zorinsky, Bellmon, Dole, and Lugar.
Also present: Senator Clark.

STATEMENT OF HON. BOB DOLE, A U.S. SENATOR FROM KANSAS

Senator DOLE [presiding]. I think we have a couple of colleagues
who have other commitments, and I am certain the other witnesses
have. In the absence of the chairman, we can commence the hearings.
The farm prices of agricultural commodities that are involved in

export sales are largely determined by world markets. As long as other
nations, who compete with us for these markets, offer deferred or spe-
cial credit terms when we cannot, they will continue to sell more grain
and the United States will sell commodities after their supply is totally
committed.
This position of being a residual supplier because of not being able

to compete for these sales
' 

therefore, is reflected in lower prices at the
farm. Farmers should not be denied the right to compete in these mar-
kets and the higher prices that could result. That, essentially, is the
general thrust of all the bills we consider today, although they have
somewhat different approaches.
We have perhaps four bills

' 
plus general interest in the promotion

of exports. I have introduced S. 2504, which extends credit to those
who would sell exports on a deferred payment basis to importers.
The Canadians sell wheat this way to the People's Republic of China.
Senator Lugar has an intermediate credit bill that will supplement

the existing CCC credit program; and Senator Humphrey's and
Senator Clark's bills which are somewhat similar, make credits avail-
able for periods of 1 to 10 years, and also makes credits available to
nonmarket economy countries.
At this point we will place copies of S. 2385; S. 2405; S. 2504; and

S. 2968 in the record.
(1)
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95Th t CONGRESS
1ST SESSION S. 2385

IN THE SENATE OF THE UNITED STATES

DECEMBER 15, 1977

Mr. ROBERT C. BYRD ( for Mr. HUMPHREY) ( for himself, Mr. LEAHY, Mr. CLARK,

Mr. MCGOVERN, Mr. PEARSON, Mr. AIELCHER, Mr. YOUNG, Mr. CURTIS, Mr.

BELLMON, Mr. DOMENICI, Mr. MORGAN, Mr. CHURCH, Mr. CULVER, Mr.

EASTLAND, Mr. BURDICK, Mr. HOLLINGS, RIO Mr. MATSUNAGA) introduced

the following bill; which was read twice and referred to the Comniittees

on Agriculture, Nutrition, and Forestry and Finance jointly by unanimous

consent

A BILL
To authorize the Commodity Credit Corporation to finance

export credit sales of agricultural commodities and to author-

ize non-market-economy countries to participate in certain

programs of the Commodity Credit Corporation.

1 Be it enacted by the Senate and House of Represent a-

2tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Agricultural Trade Ex-

4 pansion Act of 1977".

5 SEC. 2. Section 4 of the Food for Peace Act of 1966

6 (80 Stat. 1538; 7 U.S.C. 1707a) is amended to read as

7 follows:

8 "SEC. 4. (a) Commercial sales of agricultural commodi-

9 ties out of private stocks on credit terms of not to exceed

II
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2

1 three years may be financed by the Commodity Credit Cor-

2 poration under its export credit sales program.

3 "(b) Export sales of agricultural commodities out of

4 Commodity Credit Corporation and private stocks on credit

5 terms in excess of three years, but not more than ten years,

6 may be financed by the Commodity Credit Corporation. The

7 provisions of Public Law 664, Eighty-third Congess, as

8 amended (68 Stat. 832, 46 U.S.C. 1241 (b) ) , shall not

9 apply to sales financed pursuant to this subsection.

10 "(c) There are hereby authorized to be appropriated

11 such sums as may be necessary to reimburse the Commodity

12 Credit Corporation annually for its actual costs incurred or

13 to be incurred under programs undertaken under this sec-

14 tion.".

15 SEC. 3. Notwithstanding any other provision of law

16 denying non-market-economy countries eligibility to par-

17 tieipate in programs of the Government of the United States,

18 such countries shall be eligible to participate in any program

19 carried out by the Commodity Credit Corporation (other

20 than under the Agricultural Trade Development and Assist-

21 ance Act of 1954) under which credit or credit guarantees or

22 investment guarantees are extended, directly or indirectly.
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95m CONGRESS
2D SESSION S. 2405

IN THE SENATE OF THE UNITED STATES

JANUARY 23,1978

Mr. LUGAR introduced the following bill; which was read twice and referred
to the Committee on Agriculture, Nutrition, and Forestry

A BILL
To authorize an intermediate term Commodity Credit Corpora-

tion credit program for the purpose of financing the sale

and export of agricultural commodities produced in the

United States.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Intermediate Term Agri-

4 cultural Export Credit Act of 1978".

5 SEC. 2. In order to develop, expand, and maintain for-

6 eign markets for agricultural commodities produced in the

7 United States, the Secretary of Agriculture (hereinafter re-

8 ferred to as the "Secretary") is authorized, through the Corn-

9 modity Credit Corporation, to finance the sale and exporta-

II
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tion of agricultural commodities, whether from private stocks

2 or from stocks owned by such Corporation, under the provi-

:3 slow of this Act.

4 SEC. 3. The terms of credit for commodities sold under

5 this Act shall be as favorable to the United States as the econ-

6 omy of each recipient country will permit except that-

7 ( 1 ) payments shall be in dollars with interest at a

8 rate which will be, as nearly as practicable, equivalent

9 •to the average cost of funds borrowed by the Commodity

10 Credit Corporation from the United States Treasury,

11 plus one-half of 1 per centum;

12 (2) the repayment period shall be not less than

13 five years or more than ten years from the date of sale;

14 and

15 (3) the Secretary may, if he deems such action

16 appropriate to protect the interest of the United States,

17 require an initial payment from the purchaser at the time

18 of sale or shipment of the commodity.

19 SEC. 4. (a) In carrying out the provisions of this Act,

20 the Secretary shall take reasonable precautions to safeguard

21 usual marketings of the United States and to avoid displacing

22 any sale of United States agricultural commodities which

23 the Secretary finds and determines would otherwise be made

24 for cash dollars.

25 (b) The Secretary shall obtain commitments from pur-
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4
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13

14

15

16 or

17 (4) otherwise improve the capability of such coun-

18 try to purchase and utilize, on a long-term basis, agri-

19 cultural commodities produced in the United States.

20 (b) Agreements entered into by the Secretary under

21 this Act for the sale of agricultural commodities •to foreign

22 countries shall be subject to such other terms and conditions

23 as the Secretary may deem necessary or appropriate and

24 shall be subject only to the approval of the National Ad-

25 visory Council on International Monetary Financial Policies,

chasers that will prevent resale or transshipment to other

countries, or use for other domestic purposes, of agricultural

commodities purchased under this Act.

SEC. 5. (a) No sale may be made under this Act

in the case of any foreign country unless the Secretary deter-

mines that such sale will—

(1) develop, expand, or maintain such country as

a long-term foreign market for the commercial sale of

agricultural commodities;

(2) increase the sale and export of agricultural

commodities produced in the United States, including

the sale and export of breeding cattle and swine, on a

long-term basis;

(3) improve the marketing, storage, handling, or

distribution in such country of agricultural commodities;
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1 SEC. 6. The Commodity Credit Corporation shall finance

2 ocean freight charges incurred pursuant to agreements for

3 sales of agricultural commodities entered into under this Act

4 only to the extent that such charges are higher (than would

5 otherwise be the case) by reason of a requirement that the

6 commodities be transported in United States-flag vessels.

7 Such agreements shall require the balance of such charges

8 for transportation in United States vessels to be paid in dol-

9 lars by the countries with which such agreements are entered

10 into.

11 SEc. 7. The authority provided under this Act shall

12 be in addition to and not in place of any authority granted

13 the Secretary or the Commodity Credit Corporation under

14 any other Act.
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95TH CONGRESS
2D SESSION S. 2504

IN THE SENATE OF THE UNITED STATES

FEBRUARY 6 (legislative day, JANUARY 30), 1978

Mr. Dory introduced the following bill; which was read twice and referred

to the Committee on Agriculture, Nutrition, and Forestry

A BILL
To amend the Commodity Credit Corporation Act to direct the

Secretary of Agriculture to establish a program for ex-

panding exports of farm commodities by making available

Commodity Credit Corporation financing to exporters who

extend deferred payment terms to foreign buyers.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 That the Commodity Credit Corporation Charter Act (15

4 U.S.C. 714 et seq) is amended by adding at the end thereof

5 the following new section:

6 "AGRICULTURAL EXPORT STIMULATION

7 "Sic. 20. (a) To increase the United States share of

8 agricultural commodities in world trade, and to develop,

II
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2

1 maintain, and expand foreign markets for such commodities

2 and products thereof' the Secretary of Agriculture, notwith-

3 standing any other provision of law, shall provide Commod-

4 ity Credit Corporation financing to exporters of such com-

5 modities who wish to extend deferred payment terms to

6 foreign buyers in order to meet foreign competition and to

7 make additional export sales.

8 "(b) Exporters who are willing to sell United States

9 agricultural commodities to foreign buyers on deferred pay-

10 ment terms not to exceed three years may apply to the

11 Commodity Credit Corporation for financing of such corn-

12 modities. Upon Commodity Credit Corporation approval of

13 the export sales plan and upon proof of export in accordance

14 with the approved plan, the Commodity Credit Corporation

15 shall provide the necessary financing.

16 "(c) Repayment to Commodity Credit Corporation shall

17 be made in dollars by the exporter in accordance with the

18 terms and at interest rates approved by Commodity Credit

19 Corporation in the exporter's plan. Interest rates on such

20 financing shall be no higher than those charged for similar

21 terms under Commodity Credit Corporation country lines of

22 credit.

23 "(d) The Secretary may, if he deems such action appro-

24 priate to protect the interest of the United States, require a

25 performance bond from the exporter at the time of the sale.
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1 "(e) Financing agreements with exporters entered into

2 by the Commodity Credit Corporation under this act shall

3 be subject to such other terms and conditions as the Secretary

4 may deem necessary or appropriate and shall be subject only

5 to review by the National Advisory Council on International

6 Monetary and Financial Policies.

7 "(f) The authority provided under this section shall be

8 in addition to and not in place of any authority granted the

9 Secretary or the Commodity Credit Corporation under this

10 or any other Act.

11 "(g) This section may be cited as the 'Export Stimula-

12 tion Act of 1978'.".
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95TH CONGRESS
2D SESSION S. 2968

IN THE SENATE OF THE UNITED STATES

APRIL 20 (legislative day, FEBRUARY 6) , 1978

Mr. CLARK (for himself, Mr. MonoAN, and Mr. CULVER) introduced the follow-
ing bill; which was read twice and referred to the Committee on Agricul-
ture, Nutrition, and Forestry.

A BILL
To strengthen the economy of the United States through in-

creased sales abroad of American farm products.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Agricultural Export

4 Expansion Act of 1978".

5 DECLARATION OF POLICY

6 SEC. 2. It is hereby declared to be the policy of Con-

7 gress in order to assist in raising farm income, to create a

8 more favorable balance of trade, and to promote the gen-

9 eral economic welfare, that the United States Government,

10 in concert with private enterprise, engage in a systematic

11 effort to expand international markets for American farm

II
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1 products. To achieve this purpose, there is herein author-

2 ized explicit machinery for the development and imple-

3 mentation of such agricultural policies and programs.

4 TITLE I—ESTABLISHMENT OF -UNITED STATES

5 AGRICULTURAL TRADE OFFICES

6 SEC. 101. The Congress finds and declares that United

7 States Government assistance for foreign market develop-

s ment for agricultural commodities is declining in real terms

9 and in relation to total agricultural exports, that other major

10 agricultural exporting nations are winning new markets

11 through aggressive market development programs larger in

12 scope than those of the United States, and that the economic

13 strength of American agriculture depends on developing,

14 maintaining, and expanding international markets for United

15 States agricultural commodities. It is the policy of the Con-

16 gress that existing foreign market development programs

17 should be carefully and periodically reviewed for their cost

18 effectiveness and that no new demands should be made on

19 the United States Treasury unless it can be shown that the

20 benefits from such increased spending will be reasonable in

21 relation to the costs to the American taxpayer.

22 SEC. 102. To carry out the purposes of this title, the

23 Agricultural Act of 1954 is amended by adding the follow-

24 ing new title:
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1 "TITLE VIII—UNITED STATES AGRICULTURAL

2 TRADE OFFICES

3 "Sc. 801. (a) For the purpose of developing, main-

4 taming, and expanding international markets for United

5 States agricultural commodities, the Secretary of Agricul-

6 ture is authorized and directed to establish abroad not fewer

7 than six nor more than twenty-five United States Agricul-

tural Trade Offices.

9 "(b) Each Office shall be directed and administered by

10 a United States Agricultural Trade Officer who shall be a

11 person who by reason of training, experience, and attain-

12 ments is exceptionally qualified to carry out the purposes of

13 this title.

14 "(c) Each Agricultural Trade Officer may be appointed

15 without regard to the provisions of title 5, United States

16 Code, governing appointments in the competitive service,

17 and may be paid without regard to the provisions of chap-

18 ter 51 and subchapter III of chapter 53 of such title relat-

19 ing to classification and General Schedule pay rates, except

20 that each Agricultural Trade Officer may not be paid basic

21 pay at a rate in excess of the maximum annual rate of basic

22 pay then payable for GS-17 of the General Schedule under

23 section 5332 of such title.

24 " (d) Each Trade Officer shall perform such functions,

28-747 0-78-2
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1 powers, and duties relating to foreign market development

2 as may be delegated from time to time by the Secretary of

3 Agriculture and the Administrator of the Foreign Agri-

4 cultural Service and shall report directly to the Agricultural

5 Counselor or other senior representative of the Secretary of

6 Agriculture in the country or countries of concern or to such

7 other person as the Administrator may designate.

8 "(e) The Secretary of Agriculture is authorized to ap-

9 point such other personnel as he determines to be necessary,

10 and may employ local nationals for the professional and

11 clerical help necessary to carry out the duties of the Office.

12 "(f) Each Agricultural Trade Officer shall be respon-

13 sible for the exercise of the powers and the discharge of the

14 duties of the Office, and shall have the authority to direct

15 and supervise all personnel and activities thereof subject to

16 approval of the senior representative of the Secretary of

17 Agriculture in the country or countries of concern and guid-

18 ance from the Adniinistrator of the Foreign Agricultural

19 Service.

20 "(g) No employee of the Office while serving in such

21 position may engage in any business, vocation, or other

22 employment or have other interests which are inconsistent

23 with his official responsibilities.

24 "(h) Upon the request of the Secretary of Agriculture,

25 the Secretary of State shall regularly and officially attach
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1 such Officers and personnel to the diplomatic mission of the

2 United States in the country in which such Officers or per-

3 sonnel are to be assigned by the Secretary of Agriculture, and

4 shall obtain for such Officers and personnel diplomatic privi-

5 leges and immunities equivalent to those enjoyed by Foreign

6 Service personnel of comparable rank and salary.

7 "SEC. 802. Subject to approval and guidance from the

8 Administrator, Foreign Agricultural Service and the senior

9 representative of the Secretary of Agriculture in the country

10 or countries of concern, the functions of each United States

11 Agricultural Trade Office shall be to-

12 "(a) in general, increase the effectiveness of agri-

13 cultural export promotion efforts through consolidation of

14 activities, providing services and facilities for foreign

15 buyers and United States Trade Representatives, and

16 coordination of market development activities spon-

17 sored by the Department of Agriculture;

18 "(b) establish goals by country or region and by

19 commodity for developing, expanding, and maintaining

20 markets for United States agricultural commodities;

21 "(c) initiate programs to achieve the export mar-

22 keting goals approved by the Department of Agricul-

23 tare;

24 "(d) maintain facilities for use by nonresident co-

25 operators, private trade groups, and other individuals
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1 engaged in the import and export of United States ag-

2 ricultural commodities where the use of such facilities

3 would aid in the conducting of market development

4 activities;

5 "(e) develop and maintain a current listing of trade,

6 government, and other contacts for each commodity area

7 and make available such listing to persons with a bona

8 fide interest in exporting or importing United States

9 agricultural commodities;

10 "(f) originate and provide assistance for exhibits,

11 sales teams, and other functions for the promotion of

12 United States agricultural commodities;

13 "(g) under the direction of the General Sales

14 Manager, provide practical assistance for the use of

15 Public Law 480, the export credit sales program, the

16 export incentives program, and any other related pro-

17 grains of the United States Government where use of

18 such programs will serve as a market development tool

19 for United States agriculture;

20 "(h) supervise project agreements with United

21 States cooperators, coordinate the activities of the Office

22 with those of the cooperators, and submit annual recom-

23 mendations to the Administrator on the efficacy of co-

24 operator programs, including statements as to whether
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1 project agreements should be extended, amended, can-

2 celed, or allowed to expire;

3 " (i) publicize the services offered by the Office

4 through advertisements in trade journals or by other

5 appropriate means; and

6 " (j) perform such other functions as the Secretary

7 determines necessary and proper for carrying out the

8 purposes of this title.

9 "Sc. 803. (a) In addition to the Offices authorized in

10 section 801 of this Act, the Secretary may establish one

11 such Office in the United States if he determines that doing

12 so would better effectuate the purposes of this title.

13 "(b) Subject to exceptions made by the Secretary

14 consistent with the purposes of this title, any domestic Office

15 shall operate under the same provisions of law applicable

16 to a foreign Office.

17 "SEc. 804. Nothing in this title shall be construed to

18 diminish the authority of the Agricultural Counselors es-

19 under title VI of this Act.

20 "SEC. 805. In establishing the United States Agricul-

21 tural Trade Offices the Secretary is authorized to-

22 " (a ) rent or lease, for periods of less than ten years,

23 such offices, building, grounds, and living quarters as he
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1 may deem necessary, and make payments therefor in

2 advance; and

3 "(b) maintain, improve, and repair properties

4 rented or leased pursuant to authority contained in sub-

5 section (a) of this section and furnish fuel, water, and

6 utilities.

7 "SEc. 806. Offices shall be centrally located in the city

8 of assignment to facilitate foreign trade contacts and foreign

9 trade reliance on the Offices for assistance in marketing

10 activities, but shall not be colocated with a United States

11 Embassy.

12 "SEc. 807. Upon request made by the Secretary, each

13 Federal agency is authorized and directed to make its

14 services, personnel, and facilities available to the greatest

15 extent within its capability to the Office in the performance

16 of its functions.

17 "SEc. 808. Agricultural Trade Officers and Agricultural

18 Counselors may, under regulations prescribed by the Secre-

19 tary, be entitled to a representation allowance in an amount

20 determined by (1) the extent to which an Officer or Coun-

21 selor can effectively utilize such funds to further the purposes

22 of this title and (2) a level commensurate with representa-

23 tional and promotional efforts by other major agricultural

24 exporting countries competing in markets assigned to the

25 Officer or Counselor,
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1 "SEc. 809. The term 'Agricultural Counselor' as used

2 in this title means the principal Department of Agriculture

3 official appointed and attached to a United States diplomatic

4 mission as provided in title VI of this Act.".

5 TITLE II—INTERMEDIATE COMMERCIAL

6 CREDIT

7 SEC. 201. Section 4 of the Food for Peace Act of 1966

8 (89 Stat. 1538; 7 U.S.C. 1707a) is amended to read as

9 follows:

10 "SEC. 4. (a) Commercial sales of agricultural commodi-

11 ties out of private stocks on credit terms of not to exceed

12 three years may be financed by the Commodity Credit

13 Corporation under its export credit sales program.

14 "(b) Commodity facilities and export sales of agrical-

15 tural commodities for reserve use and long-range purposes

16 out of Commodity Credit Corporation and private stocks on

17 credit terms in excess of three years, but not more than ten

18 years, may be financed by the Commodity Credit Corpora,

19 tion. The provisions of Public Law 664, Eighty-third Con-

20 gress, as amended (68 Stat. 832, 46 U.S.C. 1241 (b) ) ,

21 shall not apply to sales financed pursuant to this subsection.

22 "(c.) There are hereby authorized to be appropriated

23 such sums as may be necessary to reimburse the Commodity

24 Credit Corporation annually for its actual costs incurred

25 under programs undertaken under this secton.".
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1 TITLE III—REORGANIZATION

2 SEC. 301. The Congress finds and declares that agricul-

3 tural stabilization and conservation have historically been a

4 central mission of the Department of Agriculture, and the

5 Congress further finds and declares that international affairs

6 have become of increasing importance in the formulation

7 and implementation of United States agricultural policies and

8 to the general well-being of American agriculture, especially

9 with regards to farm prices and exports. Accordingly, it is

10 the policy of the Congress to emphasize the importance of

11 commodity programs and international affairs and to upgrade

12 these functions in the administrative structure of the

13 executive branch.

14 SEC. 302. (a) There is hereby established in the

15 Department of Agriculture the position of Under Secretary

16 of Agriculture for International Affairs and Commodity

17 Programs, to be appointed by the President, by and with

18 the advice and consent of the Senate. The Under Secretary

19 of Apiculture for International Affairs and Commodity

20 Programs is authorized to exercise the functions and perform

21 the duties related to foreign agriculture and agricultural

22 stabilization and conservation (described in 7 CFR, 2.21

23 (1977) ) and shall perform such other duties as may be

24 required by law or prescribed by the Secretary of

25 Agriculture.
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"(b) Section 5314 of title 5 of the United States Code

2 is amended by adding at the end thereof a new paragraph

3 (66) as follows:

4 "(66) Under Secretary of Agriculture for Inter-

/ 
5 national Affairs and Commodity Programs.".

6 TITLE IV—AGRICULTURAL COUNSELORS

7 SEC. 401. The Congress recognizes that the officials of

8 the United States Department of Agriculture attached to

9 the diplomatic missions of the United States play an im-

10 portant role in developing, maintaining, and expanding mar-

11 kets for United States agricultural commodities and that

12 their positions and responsibilities should be upgraded to a

13 level commensurate with the magnitude and importance of

14 the objectives they are assigned to accomplish.

15 SEC. 402. Title VI of the Agricultural Act of 1954 is

16 amended by-

17 (a) amending the title to read "AGRICUL-

18 TURAL COUNSELORS";

19 (b) changing the word "Attache" in section 602

20 (b) to "Counselor", adding the language "to be ac-

21 corded the same rank and privileges of other counselors

22 in the Embassy"; and

23 (c) adding a new section as follows:

24 "Sic. 609. (a) To effectuate the review of the world-

25 wide supply, demand, and price of agricultural commodities
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and to heighten understanding of problems involved in sell-

2 ing United States agricultural products abroad, each Agri-

3 cultural Counselor is directed to submit an annual report to

4 the Secretary of Agriculture, who shall transmit such report

5 to the chairman of the Agriculture Committee of the House

6 and the Agriculture, Nutrition, and Forestry Committee of

7 the Senate, detailing the agricultural situation in the country

8 or area to which the Counselor is assigned, and including the

9 following information:

10 " ( 1 ) a summary of the supply, demand, and price

11 of each major agricultural commodity in the country in

12 order to understand long-term and short-term trends in

13 the supply, demand, and price;

14 "(2) present and projected imports and exports of

15 agricultural commodities;

16 "(3) unusual patterns, changes, or distortions such

17 as those caused by the governmental intervention, in

18 connection with the trade and consumption of agricul-

19 tural commodities in the country;

20 "(4) trade barriers in the country affecting United

21 States imports;

22 "(5) a summary of other social, political, and eco-

23 nomic factors affecting agricultural trade; and

24 "(G) other matters that the Secretary considers ap-

25 propriate in carrying out this section.
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16 and their integration with related foreign agricultural pro-

17 grams.

18 (b) The Secretary is authorized to issue such regulations

19 as may be necessary to carry out the provisions of this Act.

20 SEC. 502. (a) The Secretary shall provide the funds

21 authorized or required under the provisions of this Act

22 through the Commodity Credit Corporation and other means

23 available to him.

24 (b) Appropriations made available to carry out foreign

25 agriculture related functions within the Department of Agri-

13

"(b) The information in this report shall be periodically

compiled on a country-by-country basis, or an area basis

where appropriate, organized in a format suitable for a gen-

eral audience with an interest in foreign agriculture, and

made available at a reasonable price to the public.

"(c) Upon request made by the Secretary of Agricul-

ture, each Federal agency is authorized and directed to make

its services, personnel, and facilities available to the greatest

extent within its capability to the Counselor in the perform-

ance of the Counselor's functions.".

TITLE V—GENERAL PROVISIONS

SEC. 501. (a) The Secretary of Agriculture shall imple-

ment the Agricultural Export Trade Act of 1978 as expe-

ditiously as possible consistent with the efficient and effective

administration of the programs established under this Act
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1 culture shall be available to carry out the provisions of the

2 Agricultural Export Trade Act of 1978.

3 SEC. 503. No person shall on the ground of sex, age,

4 race, color, religion, handicap, or national origin be ex-

5 chided from participation in, be denied the benefits of, or be

6 subjected to discrimination under any program or activity

7 funded in whole or in part with funds made available under

8 this Act.

9 SEC. 504. The Secretary shall transmit to the Congress

10 each year a report which shall include a comprehensive state-

11 ment of the activities and accomplishments of the Depart-

12 ment of Agriculture in developing, maintaining, and

13 expanding foreign markets for -United States agricultural

11 commodities.



25

Senator DOLE. The first witness we will hear from this morning is
our colleague from North Carolina, Senator Morgan.
Bob?

STATEMENT OF HON. ROBERT MORGAN, A U.S. SENATOR FROM
NORTH CAROLINA

Senator MORGAN. Thank you, Mr. Chairman. I do appreciate the
opportunity of being here because, as you know, I do represent a
State that produces many export crops.
North Carolina is in the top 10 of several farm commodities. And

if some people, particularly Mr. Califano, in the executive branch of
the Government should have his way, we might have to produce
other farm commodities than we anticipate.
So I do appreciate the chance of coming and making some remarks

on some of the bills which are before your subcommittee.
You know, Mr. Chairman, in recent months, Congress has devoted

a great amount of time and energy toward improving the domestic
farm program. To me, it seems inconsistent to improve our domestic
agricultural policies without examining our export policies. After all,
the economic welfare of the Nation's farmers has been increasingly
tied to our success in export markets.
America made significant strides in our food and fiber exports in

recent years. In this decade alone, our agricultural exports have
tripled to where we now earn over $24 billion annually. .
Our food exports are an extremely important segment in our

balance-of-payments picture. Without strong food and fiber exports,
I think this country of ours would have a totally disastrous balance-
of-payments deficit.

Agricultural .exports are important to my State, as I mentioned.
Tobacco is exported to many countries. We sell tobacco to over
100 countries in virtually every corner of the globe. And in many
of those countries, Mr. Chairman, tobacco was the first American
farm product, to be exported.
North Carolina exports a good number of other commodities as

well. We export, in large volumes, soybeans, and corn as well. Our
farms are becoming increasingly tied to export markets.
I think it is my obligation to do my best, while in the Congress,

to improve this Nation's agricultural import policies, export policies,
as much as I do represent North Carolina, as well as the Nation.
Before I begin comments on the work being done here today, I

would like to say that food trade cannot be viewed in isolation of
other events.
Our Nation is currently involved in negotiations for multilateral

trade agreements and for a new international wheat agreement. We
must improve our trade policies here in the Congress. If we do so,
I believe we can increase our chances for success in these vital nego-
tiations.
There are two elements in our food and fiber export policy. One

is the food for peace and expansion of agricultural markets programs
which has been on the books since 1954. Title I of Public Law 480
has been used to develop many of today's overseas markets. The mem-
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bers of this subcommittee know that title I involves sales of concession
rates of interest, with terms ranging from 20 to 40 years.
The second element is the Commodity Credit Corporation. The CCC

can issue credit to cover agricultural commodities that are deemed in
surplus. Commodity Credit Corporation credits are issued for terms
ranging up to 3 years. Commodity Credit Corporation has been a
welcome complement to the Public Law 480 program in our Nation's
market development efforts.
I think a charge before this subcommittee and before the Agricul-

ture Committee is to work to try to expand our export markets. This
subcommittee's efforts are vital to the well-being of the Nation. We
must examine every opportunity that we have to expand these
markets. And I do not think we can become too complacent in our
recent successes.
In my comments before the subcommittee, I want to discuss various

agricultural trade issues and the bills pending before the subcom-
mittee, and actions that I believe should be taken by this Congress
with regard to the Commodity Credit Corporation financing for non-
market economies.
Certainly, the most controversial legislation pending before this

committee is Senator Humphreys S. 2385, the agricultural trade
expansion introduced shortly before his death.
The bill enjoys the support of 29 cosponsors, including myself, and

a majority of the committee.
The section of this bill that has stirred most controversy is that

particular portion which authorizes nonmarket economy countries
the opportunity to participate in programs of the Commodity Credit
Corporation.
Modifying the terms of the Trade Reform Act of 1974, would

enhance our farm trade opportunities. Doing so would improve farm
income, which has been very depressed, and would help reverse our
serious balance of payments. Modifying that part of the Trade
Reform Act, and only that part, which relates to the Commodity
Credit Corporation, would not change the thrust of the law. Restric-
tions would still remain on Export-Import Bank credits.
In examining this issue, I think we have to keep in mind the fact

that the CCC is a creature of the U.S. Government and that credit
decisions will likely remain very political in nature. The CCC credit
line is decided by the Office of Management and Budget which, in
reality, is the office of the President. It is clear to me that the
President is not about to extend credit to countries which have poor
relations with us, or that we are not satisfied in dealing with. In fact,
we have used CCC in the past to improve our relations with other
nations.
I think we also have to keep in mind that Commodity Credit Cor-

poration has been very well managed and that it has been very
conservative in its financial management of credit. Commodity Credit
does not automatically grant credit to every country that applies.
It uses some rather strict tests to determine a country's eligibility.
And further, I think it ought to be noted that it actually has returned
a profit, funds that accrued to the Treasury.
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I realize that this section has generated some deep emotions.
Restrictions that were included in the Trade Reform Act were in-
cluded because of this Nation's commitment to human rights. And
let me state unequivocally that human rights have to be a concern
of this Nation. And I am pleased that the President has made it a
prime plank in his program. We were founded a nation of free men
and women, and we fought for liberty time and time again during
our two centuries of existence. Human rights ought to be at the top
of our list of priorities.
History has demonstrated that America must be diligent in the

cause of human rights. America must address this issue, because too
often no other nation has. While human rights, including the right
to emigrate, are of most concern to us, I think we do have to examine
if the restrictions established in the name of human rights are
effective.
The restrictions we are discussing link our willingness to extend

commodity credit to the emigration policies of the various nonmarket
economy countries. These restrictions were brought about to address
the question of the right of the Jewish people to emigrate from
various Warsaw Pact countries; in particular, the Soviet Union.
Of course, there are many arguments that can be made against

providing this credit to nonmarket economies. One argument has
been that we should not give the Warsaw Pact nations something
for nothing.
On this point, it is clear to me that the Soviets are particularly

interested in CCC credit. In fact, extension of commodity credit
would be most beneficial, I think, to us. In this country, our gain
would be increased trade, primarily through increased consumption.
Senator DOLE. I think the big problem there is emigration. If we

could—relax their emigration policies, I think 
Senator MORGAN. I think you are right, Mr. Chairman. But I think

there are a good many in the Senate who question whether these
restrictions are working.
Senator DOLE. It has not worked so far—it has been counter-

productive.
Senator MORGAN. That is my view.
I sat in Moscow in a room with Senators Javits, Ribicoff, and

Humphrey, and others, and we talked to a number of Russian Jews
who wanted to emigrate to this country. We discussed this very
issue, as to whether or not these restrictions have been counter-
productive. There was disagreement, but I think the record, of course,
shows that they may have been counterproductive. But maybe it may
very well be that by opening up farm trade, we might have an
opportunity to see whether or not the Russians would be willing to
open the doors, again, certainly more than what they have.
I think this is the most troublesome part of trade policy. I think

we have to remember, too, Mr. Chairman, that we are dealing with
some countries other than the Soviet Union. W?, are dealing with
East Germany, Czechoslovakia, and Hungary, all three of which are
very attractive markets for the United States, particularly for our
feed grains and oilseeds, such as soybeans. And it is a disappoint-
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ment to me and to our farmers that we do not aggressivel
y seek out

these promising markets.
Now, we have dealt with Poland and Yugoslavia and R

omania,

and we used CCC credit. We have made some substanti
al market

"inroads into these nations.
Senator DOLE. China is another big market. It has great pote

ntial.

In fact, for the first time in a number of years, it has purc
hased

U.S. wheat, which is significant. I am certain it is significant
, not

just for wheat-producing areas, but for areas like North Carolin
a.

They have been very reluctant to buy anything from this countr
y.

There is great market potential there.
Senator MORGAN. Well, China is a promising market, Mr. Chair-

man. And I think it is time that we stop being a residual supplier

for these nonmarket countries.
Senator DOLE. As a last resort.
Senator MORGAN. A last resort. And I think to the detriment—not

only detriment to our farmers, but also a detriment to the con-

sumers in America, because we have not been able to anticipate the

various demands that might exist.
And I say again, learning to trade effectively with these countries

will improve our relations or at least put us in a better position. I

believe the time has come that we should consider trying to expand

our farm exports. And I think this is the reasonable way in which

to do it, and I think we can do it without any detriment.

Mr. Chairman, I have some other comments with regard to par-

ticular bills, but I suppose for the sake of time that I should make

my entire statement part of the record.
Senator DOLE. The entire statement will be made a part of the

record, and we appreciate very much your testimony.*
With reference to the recent China purchase, I am reminded that

they only bought from us after buying from the Canadians and

Australians on deferred payments arrangements. So as you indicated,

we are the residual market.
Are there any questions of Senator Morgan?
Senator MORGAN. I might add one other thought, Mr. Chairman,

and that is that these countries have not been credit risks in the past.

There is some question in the minds of my people back home as to

'whether or not we want to extend credit to them. I note that the

last credit extended to the Soviets, back in 1972 or so, was paid off
long in advance before it.

ow, credit arrangements with Yugoslavia, Poland, and Romania—

have been very satisfactory.
I know that these restrictions are not an easy subject. But certainly

no one could accuse my friend, Hubert Humphrey, of being weak
on human rights. And yet, this is a bill that was very dear to him,
and one that I was pleased to join with him in support of prior to
his death, and pleased to try to make a few remarks in support of it,
since he is not here.
Let me just read one further part of my statement.

*See p. 118 for the prepared statement of Senator Morgan.
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In January of 1975, a report was prepared for the House Com-
mittee on International Relations which listed four conditions for an
exporting country to have food power based on market controls, with
respect to a particular commodity and to a particular country.
The following conditions are, first, importing countries must re-

quire sizable quantities of the product. Second, the required com-
modities must constitute a significant percentage of the country's
total consumption. Third, no readily available alternative sources
can exist or be quickly developed. And, fourth, no satisfactory sub-
stitutable commodity can be available or quickly developed else-
where.
While a special study has not been done, to see if these poor

conditions have existed at any time in the countries, I believe that
answer is probably known.
We will file the remainder of the statement.
Senator DOLE. Are there any questions of Senator Morgan?
Thank you.
[Whereupon, Senator Stone assumed the chair.]
Senator STONE. I want to thank Senator Dole for starting the

hearing. I was detained in another meeting with some of our Foreign
Relations Committee members.
I am going to put my statement in the record in order to expedite

the hearing.*
Let me call on Senator Clark for his statement.
Senator DOLE. I have a brief statement that I will submit for the

record.**
Senator STONE. Senator Clark?

STATEMENT OF HON. DICK CLARK, A U.S. SENATOR FROM IOWA

Senator CLARK. Thank you, Mr. Chairman and members of the
committee.
I do represent a State that depends very heavily upon foreign

exports. I guess about 1 out of every 3 acres—perhaps a bit more
than that in our State—is exported. We usually are first or second
in total corn production, and have been very, very high in the rank-
ing of the States in terms of soybean production.
I appreciate the chance to appear here and talk about what is

perhaps the most important single area in terms of trying to increase
farm prices, the ability to increase our exports. And as you know, I
have introduced legislation—as other members of this committee and
others not on this committee have done—the particular bill that I
introduced was S. 2968.
As I say, I think you have four or five bills before you. All of them

have great similarities. I think—I would certainly hope—that the
committee would get the ideas here today, and move relatively quickly
in terms of passing legislation.
Now, the two main components of our agricultural policy, our

foreign trade policy, of our agricultural policy—it seems that our
foreign trade policy has always been kind of a stepchild, that we had

*See p. 117 for the prepared statement of Senator Stone.
**See p. 117 for the prepared statement of Senator Dole.
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very slow exports. We did very little in the area, but that is changed.

And today the success of our domestic agricultural policy obviously
depends on the success of our foreign trade policy.
I do not think that fact is adequately appreciated, yet, either in the

Government or outside. And I do not think that it is adequately
understood across the country generally.
Let me say that I visited on Tuesday with President Carter about

a number of areas of agricultural policy and talked particularly
about the importance of the legislation before this subcommittee and
the hearings we are holding today. And he asked me, following these
hearings, to call him back and discuss the testimony.
I pressed very hard for him to support the kind of legislation that

is before this committee, and I intend to continue to press for his
support. He certainly sounded most sympathetic to this kind of
legislation, and I think it is important that this committee gets the
administration's support for this kind of legislation.
I must say I am disappointed in some of the vibrations I get, at any

rate, in terms of the State Department's position, OMB's position, on
this. I did not get that kind of impression from the President, I must
say, in terms of the necessity to increase foreign exports and the at-
tractiveness of this kind of legislation.
So I hope when the State Department witnesses which I see are on

today's agenda appear, that they will make some very specific com-
ments about what their objections are.
It seems to me that if we have got a trade balance—what was the

figure yesterday? A negative $2.8 billion in balance, which is one of
our better months—that we ought to find some way to increase our ex-
ports, rather than finding ways to say: "No, we do not like anything
that the House has proposed, and we do not like anything that the
Senate has proposed.'
Let us see some proposals from somebody. If all of these proposals

that have been introduced in the House and the Senate are not the
right direction, it seems to me that it would be incumbent upon the
administration to come forward with some of their own.
I might just say that I have taken some notes on their opposition to

various of these areas and I would like to comment on those briefly.
Apparently, the feeling is that the intermediate credit program

would not increase sales substantially. That is the position of OMB,
the State Department, or someone in the administration that is mak-
ing the decisions. I do not quite understand that way of thinking.
If our credit programs, which offer from 1 to 3 years credit, are

successful in increasing exports—and they certainly do—and if our
credit from 20 to 40 years, under concessional sales, is successful—and
it certainly is—I do not understand how the State Department can
argue that credit from 3 to 10 years would not be successful. If we do
this—some are saying, obviously, our foreign competitors will lower
their credit.

Well, the fact is, they already have in some cases. It just is not the
case that all countries in the world do not extend any credit in a
period from 3 to 10 years. I think if we are to simply not to take any
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action on the grounds that somebody might counter it, I do not under-
stand how we would ever extend any credit or ever do anything. The
fact is, we need this program to counter efforts our competitors use
now. So I hope that the witnesses will address themselves to that.
Further, as I understand the opposition, they are opposed to increas-

ing the attache rank to counselor. They say that is insignificant and
would not make any difference. Well, the attaches tell us a different
story. They say that they are the low man on the totem pole, always;
they are not able to get important things done. And I must say that
if an additional title -does not mean anything, I do not know why it
exists for other than agricultural people. We think it could make some
difference. Opposition apparently exists to every aspect of this
legislation.
With regard to the proposal for trade offices, they say that we need

not mandate this, because apparently authority already exists for
trade offices. Well, the fact is we have got one we are not getting any
more. If the Congress mandates this and does appropriate the money
for them, we have got a chance of getting these kinds of trade offices
and, obviously, they can be available.
My own judgment is that these initiatives and this legislation are

important, and I do not mean just my bill—I have got no pride of
authorship. There are four bills before us, and several in the House.
All of them do roughly the same things.
It seems to me that we ought to push forward with these kinds of

initiatives.
Now, I have a longer statement going into the reasons why, in

my judgment, intermediate credit, increasing the rank of attaché to
counselor, opening trade offices, and so forth, would be available and
important.
But I think, if I may, Mr. Chairman, I will just ask that that be

made a part of the record*
Senator STONE. Since I agree with your reasons, I will put it in the

record.
Senator CLARK. I will just open it to any question.
Senator STONE. You do address the sticky one, Dick, the credit in

the so-called nonmarket countries. I would be interested to hear the
Conference on Soviet Jewry, because that is the one that gets involved
in the Jackson-Vanik amendment.

Senator CLARK. I do not, in this bill, but not because I do not sup-
port it. I am a cosponsor of the Humphrey bill. But, rather because I
thought it might raise too many questions. I really felt that, given our
situation, and so forth, we ought to try to get something through
quickly that has a good chance of passage. But it is not out of lack of
support for the Humphrey bill.

Senator STONE. Some effort to address that indirectly by extending
credit to the exporter, which is done in some countries, rather than
extending credit to the country, to avoid this quagmire. I guess that
is the most sensitive one, the most difficult one. I understand that next
year might be an early production if we get involved in that.
Senator STONE. Senator Lugar?

*See p. 233 for the prepared statement of Senator Clark.
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STATEMENT OF HON. RICHARD G. LUGAR, A U.S. SENATOR FROM
INDIANA

Senator LUGAR. I would like to read a short statement and make
some additional comments.
Mr. Chairman, I know that you share my general concern about the

economic plight of the American farmer today. The U.S. Department
of Agriculture has estimated that U.S. farm income was $19.3 billion
in 1977, the lowest level since 1964, when adjusted for inflation.
Though short-term measures may be implemented to ease this situa-
tion, a vigorous export policy is essential to a long-run solution. An
expanded agricultural export credit program is one tool to help us
establish such a policy.
There currently exists a short term Commodity Credit Corporation

(CCC) credit program which involves loan terms of from 6 months
to 3 years, and a long term concessional Public Law 480 credit pro-
gram which generally involves loan terms of from 15 to 40 years.
The bill I have introduced, S. 2405, provides for an intermediate

CCC credit program to allow loan terms of from 5 to 10 years, in
order to develop and to expand our foreign market for agricultural
commodities, including breeding livestock. This is not a giveaway
program. Taxpayers should favor this approach, for if farm prices
rise with increased exports, the Federal Government will spend less
on agricultural price support programs.

Interest on CCC loans made under the act must be paid at a rate
which would be at least one-half of a percent above the average cost
of funds which the CCC borrows from the U.S. Treasury. If, under
existing laws, a portion of such commodities must be transported by
U.S.-flag vessels, the CCC will pay any difference in freight charges in
order to maintain a competitive position. This one-half percent has
been added to defray, in part or total, any ocean freight differential.
The Secretary of Agriculture must take reasonable precautions not

to preempt cash export sales. In addition, no sale may be made involv-
ing intermediate CCC credit unless it is determined that such a sale
would involve a permanent expansion of our foreign markets for
agricultural commodities.
The emphasis of this bill is on loncr

b 
term market development and

trade expansion. There is no reason to have an intermediate credit
program if it is not tied to these objectives. For more immediate
transactions, the short term CCC credit program is generally sufficient
if such credit is not to be extended to the so-called nonmarket coun-
tries; commodities are purchased, processed, and marketed, and the
loan is repaid, all within 3 years.
A simple extension of this program to longer loan terms would be

unwise for obvious reasons. Such a move could be viewed as an attempt
to expand market share rather than the size of the total market, and
could touch off trade wars. In addition, simple extension would make
the entire current short term CCC program, which is not conc,essional,
subject to cargo preference legislation.
There are, however, several instances in which intermediate credit

is very valuable if tied explicitly to trade and market development
activities.
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For example, there are several countries which would like to buy
grain on a medium-term basis, using the funds generated by the trans-
action for building facilities to improve the marketing, storage, or
distribution of food or other commodities which would, in turn, in-
crease our markets for future shipments.
If CCC intermediate credit is granted, the contract will stipulate

that the funds generated in the interim must be used for such facili-
ties specifically described in the contract before the loan is repaid to
the CCC.
Another area in which intermediate credit is appropriate is that of

breeding livestock. While grain can be processed and marketed rap-
idly, considerable time is needed to establish a herd from imported
breeding livestock. Intermediate credit would allow a herd to be
established before the loan would become due.

Secretary Bergland, at my request, has asked all of our agricultural
attaches to assess the impact of S. 2405 in the countries in which they
work. He responded to my request on April 11, 1978, and I would
like to share the results with this subcommittee.
Of the 66 countries who responded, 22 indicated keen interest in

my bill. Most of these were developing nations who need short-term
capital for projects such as covered bulk unloading facilities and port
development, additional elevator and cold storage capacity, soybean
crushing, feed, flour, and rice, mills, and improved dairy and beef
cattle herds. At this time, Mr. Chairman, I would like to submit for
the hearing record the summary results of Secretary Bergland's re-
spon§e to my inquiry.
[The following was received for the record :]

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,

Washington, D. C., January 23, 1978.
Hon. RICHARD G. LUGAR,
U.S. Senate, Washington, D. C.
DEAR SENATOR LUGAR : This is in further response to your letter of December

22 concerning a review of the market potential for an intermediate MC Credit
program.
We find the prospect of an intermediate term credit program intriguing and

are pursuing an evaluation of the benefits it might bring to our export position.
At an agricultural attache conference in Lisbon held in mid-December, a pro-
posal for intermediate credit was discussed and favorably received. The attaches,
who represented countries in Eastern and Western Europe, Africa and the Middle
East, gave general agreement that additional thought should be given to the
proposal.
I am enclosing a copy of a cable sent to all our attaches and agricultural

officers on January 6 requesting specific consideration of the points you raised
in your letter. I will advise you of the results as soon as they are available.
We greatly appreciate your interest in this matter and completely agree with

you on the importance of export markets to American farmers.
Sincerely,

BOB BFAZGLAND, Secretary.
Enclosure.

[Telegram]

To: All Agriculture Attaches and Officers.
From: Director, Export Programs Division, CEP, OGSM.
Subject: Potential for program to finance market development projects.
1. Senator Lugar has requested that attaches estimate potential market op-

portunities in host country for proposed USDA program under which U.S. farm
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commodities would be sold on commercial terms for repayment up to 
10 years

later. Proceeds would be used by the destination country for co
nstruction of

grain handling facilities and other specific projects which would increa
se the

ability of the country to purchase U.S. farm products.

2. Attaches should recognize that such financing would not be available u
ntil

appropriate legislation was enacted and implemented by a specific progr
am.

3. Reply appreciated ASAP, attention Ken Stephens, CEP, OGSM.

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,

Washington, D. C., April 11, 1978.

Hon. RICHARD G. LUGAR,
U.S. Senate, Washington, D. C.

DEAR SENATOR LUGAR : We now have responses to the cable sent to all our

attaches and agricultural officers concerning the potential to finance market

development projects through an intermediate credit agricultural commodity

export program.
Reports from attaches covering 22 countries showed definite interest in this

type of financing. The projects cited covered bulk unloading facilities and port

development, additional elevator and cold storage capacity, soybean crushing,

feed, flour and rice mills and improved dairy and beef cattle herds.

The reports indicating little or no interest are from countries which already

are cash markets where these facilities are adequate or are from those countries

now in the aid or concessional category where this type of financing would not

be applicable at present. A summary chart of attache comments is enclosed.

We appreciate your interest and legislative support in connection with the

development of an effective intermediate credit agricultural commodity export

program.
Sincerely,

BOB BERGLAND, Secretary.

Enclosure:
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Senator LuGAR. S. 2405 does not establish the eligibility for non-
market economy countries to participate in this CCC credit program.
The reason is simple—bills have already been introduced which
would extend CCC credit to nonmarket ecenomies.
These proposals, which I support, must nevertheless stand on their

merits, and should not jeopardize increased agricultural exports which
could be provided with intermediate credit to the so-called market
economy countries.
Mr. Chairman, I want to thank you for holding these important

hearings. I am hopeful we might be able to markup legislation in the
near future which would increase the volume of our agricultural ex-
ports.
As part of what I have requested of the committee, and Mr. Chair-

man, you have granted, I have a letter from Secretary Bergland on
January 23, 1978, in which he is saying, among other things:

We find the prospect of an intermediate term credit program intriguing and
are pursuing an evaluation of the benefits it might bring to our export position.

He then sent cables to all the attaches on April 11, 1978, reports
from the 22 countries, and he says:
The projects cited covered bulk unloading facilities and port development,

additional elevator and cold-storage capacity, soybean crushing * * *

and so forth, which he believes would be very helpful in this respect.
Mr. Chairman, I think that there are simply four basic differences

that we will be examining, and my bill is not necessarily incompatible
or competitive with others. But clearly, in terms of the credit idea, my
bill is a 5- to 10-year credit program tied to market development, a
separate program.
It does not pick up the 3 years and take it to 10. Since a separate

5- to 10-year intermediate credit program would be established, coun-
tries participating in the current short-term credit program would
not be able to roll-over their short-term loans into the intermediate
program for no economic reason. We have simply a separate idea, in
which some things have to occur in terms of repayment which would
increase the level of our agricultural exports for years to come—not
just for 1 or 2 years.
There must be some attempt in the infrastructure of these countries

receiving this credit to do some things that make possible a long-term
export ability for us. The emphasis of S. 2405 is on increasing the
size of the export market, rather than increasing our percentage of the
current market.
Second, I do not provide for credit to nonmarket countries, as I

have pointed out. Other bills do. But they might very well travel on
their own. I think this is important because this might mean we will
have a bill which does not confront the Jackson-Vanik stipUlations,
and, therefore, might have a better chance of passing and being signed
by the President.
My bill does not state that 5- to 10-year CCC credit is subject to

Public Law 664, the Cargo Preference Act. However, if it is eventu-
ally determined that the provisions of Public Law 664 apply to inter-
mediate CCC credit, we have a varying interest rate provision which
would help cover the ocean freight differential. Expert testimony will
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come in as to how much one-half percent will cover. Some will say
you need more than one-half percent. But in any event, an attempt
has been made here to be flexible enough to accommodate a Public
Law 664 ruling.

Finally, in terms of rationale for the credit, the bill would extend
5- to 10-year credit only if the buyers agree to use the money in the
interim for market-expansion activities. That is a terribly important
incentive and back-up, and assurance to American taxpayers, why we
are doing this—on behalf of increased agricultural exports and strong
long term market relationships.

Senator STONE. Thank you, Senator.
I have just one comment—not a question.
I am intrigued by your thrust in trying to do for market customers

what we have been trying to do for the Public Law 480 recipients,
which is to assist in their infrastructure, in storage, and in port facili-
ties, that would enable them to become practical users of our agricul-
tural exports. What we are trying to do here, with your bill—among
other things—is to have market customers, cash customers, and credit
customers work toward the same support facilities that would expand
their ability to buy from us in our agricultural exports.
Is that not right?
Senator LUGAR. That is correct—and to build up herds—which

takes some time—that would consume more of our grain.
Senator STONE. I really appreciate your testimony and the trouble

that you took to get the USDA and foreign reaction to it before
simply introducing it.

Senator LUGAR. Thank you.
Senator STONE. Senator Bellmon ?
Senator BELL-MON. No questions.
Senator STONE. Senator Dole?
Senator DOLE. No.
Senator STONE. We have Senator Stevenson here, and since he is

under restrictions of time in other hearings let me call on Senator
Stevenson right now.

STATEMENT OF HON. ADLAI E. STEVENSON, A U.S. SENATOR FROM
ILLINOIS

Senator STEVENSON. I would like to thank all the distinguished
members of this committee for the opportunity to be here today, and
also commend you for your attention to agricultural exports.
I have the privilege of Chairing the Senate Subcommittee on Inter-

national Finance, which is a subcommittee of the Banking Committee.
Senator Lugar is familiar with it.
The subcommittee has general jurisdiction over exports, and we

have been conducting a lengthy series of hearings on U.S. export
policy, with hopes of developing such a policy as an alternative to
current suggestions for more export subsidies on the one hand or
protectionism on the other.
In February, the trade deficit, as you know, reached a staggering;

$4.5 billion. Last year, it was $31 billion. The dollar has been declin-
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ing erratically, with increasingly adverse consequences, including
 in-

flation, economic stagnation, unemployment, and declining level
s of

trade and investment in the world. Suffice it to say that the 
impor-

tance of this subject—to which this and my own subcommittee are

addressing themselves—can scarcely be exaggerated. And agricultural

exports are the most important component of our entire export

picture.
So I would like to take advantage of this opportunity, Mr. Chair-

man, to share with you some ideas that our own hearings have gener-

ated, with the hope that we can, in the future, work together to

increase opportunities for U.S. exports abroad.
Some of the impediments to U.S. agricultural exports, such as

import barriers within Europe and Japan, cannot be breached by

legislation. So I would urge this subconimittee to join with my own

subcommittee and such others who may be interested, to impress upon

Ambassador Strauss the importance of reducing foreign barriers to

U.S. agricultural exports, and especially meat exports.
Much of the present controversy surrounding meat exports might be

diminished if instead of exporting grains to feed hogs and cattle

abroad—which result in greater meat imports back into the U.S.—
we exported more meat. This would require more funds for agricul-
tural research and development, improved means of processing, pack-
aging, transporting and storing meat, as well as agreement on inter-
national standards for meat quality.
So first, I think we ought to impress on Ambassador Strauss the

importance of reducing barriers to exports of U.S. agricultural com-
modities. Second, we ought to pay more attention to the technical
problems that stand in the way of meat exports.
We export soybeans and corn to Poland, for example. They run it

through their hogs and we buy back the hams. Now, if they can do
that, we ought to be able to run corn through our own hogs and sell
them the hams.
I have held some hearings on the subject, and yet have found no

satisfactory answer to the failure of the United States an efficient
livestock producer, to export anything except offal. We do not export
red meat in any significant quantity. Livestock byproducts, yes. We
ought to be able to enlarge markets in a hungry world, especially
in the many countries that are striving to increase the protein content
of diets.
I think part of the problem is one of technology, of making the

production, transportation, and shipment of red meat more efficient.
It can be by far the most efficient means of exporting agricultural
commodities, that is, exporting more meat is, in many ways, more
efficient than exporting more grains.
Senator STONE. Part of the problem is import barriers, the receiv-

ing end.
Senator STEVENSON. That is right. That is the first step, through

negotiation, of reducing the barriers. Then whatever technological
improvements are necessary to make the production and shipment of
meat more efficient, and we are very efficient producers as it is.
Then, next, Mr. Chairman, I suggest a few means by which we

could begin to reduce some of our own barriers to U.S. farm exports.
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Some barriers are created abroad. Some we have created for ourselves.
The principal roadblocks are the absence of intermediate credit terms
under the CCC export credit sales program, and the special require-
ment for participation in CCC programs imposed on nonmarket econ-
omy countries under the Trade Act.
I intend, Mr. Chairman, to introduce a bill to permit the Com-

modity Credit Corporation to extend commercial export credit for up
to 10 years. Presently, as you well know, the CCC is limited to 3-year
maturities.
Our principal competitors are not similarly handicapped. This

limitation not only serves to put our exports at an unnecessary com-
petitive disadvantage, but also prevents U.S. sales of farm exports to
countries facing severe bunchings of international debt in the next
several years, I think that the latter point should be emphasized, Mr.
Chairman. It is not just a question of competitive equality, although
we are in an unequal competitive position now.
Lest there be any doubt on that score, I would like to submit for

your record a statement from the Department of Agriculture, which
outlines the credit practices of certain of our major competitors.*

Senator STONE. It will be received for the record.
Senator STEVENSON. But the point to be underscored is that some

countries simply cannot acquire substantial amounts of U.S. agricul-
tural exports without longer term credits. And that is because they
are faced with bunchings of debt in the near future.
Poland, which I visited not very long ago, is a principal example.

If we could provide longer credit terms, we might make it possible
for certain countries to buy, on credit, more of our commodities.
Many countries do not have that ability now under 3-year terms.
Senator STONE. Excuse me.
There is some evidence that that would really happen. I think the

State Department has a different view.
Senator STEVENSON. Well, the State Department has a different

view, as I understand it Senator Stone, on the competitive equality
issue. That position is contradicted by the Department of Agricul-
ture in the document which I have offered for your record. I do not
believe there is any disagreement about the need of certain countries,
including Poland, for longer term credits. And I have discussed that
subject with the State Department, including the officials of the U.S.
Embassy in Warsaw.
The Poles face a short-term financial crunch and to get beyond it

have to have longer term credit.
Now, this proposal is not intended to offer concessionary terms or

unsound loans, and in fact, it requires that there be reasonable assur-
ance of repayments. It is the same repayment language that exists in
the Eximbank legislation. It simply fills a market gap in credit terms.
Senator STONE. You would not just be replacing the short term with

a long term and no increase in sales. I guess that is the point I was
making. I think the State Department may suggest that what you are
doing just transfers the 3 years to a longer period, but no increase in
exports.

.See p. 126.



40

Senator STEVENSON. No; this would not be intended to substitute
for the short term. And in the case of some countries, including
Poland, it would be incremental. It would be an increase. It would
permit the financing of exports that otherwise simply could not be
made to these countries.
Senator STONE. Senator Stevenson, I might just mention that Sena-

tor Lugar's bill addresses that issue, by offering a different increased
credit term program, as opposed to just raising the 3 years to 10 years.
When did you start your 
Senator LUGAR. Five to 10. So this credit program would not simply

be an extension of the current short term cec credit program.
Senator STONE. We are considering all of these different versions,

but we certainly are on your track of getting more medial credits.
Senator STEVENSON. I am not familiar with all the proposals. I am

delighted that others have made similar proposals, Mr. Chairman.
There is one feature of Senator Lugar's proposal which I do have

a question about.
Senator Lugar, you do not contemplate concessionary long-term

credits. Therefore, I take it you do not contemplate, as well, any
justification for a requirement that agricultural commodities, ex-
ported with the benefit of intermediate term credits, be required to be
transported in American ships, nor do I think it wise to require the
taxpayers to subsidize the shipping of such commodities in American
ships.

Senator STONE. Does your bill have a specific exclusion exemption
from the cargo bill?

Senator STEVENSON. Yes, sir.
Senator STONE. It does?
Senator STEVENSON. Yes.
Senator LUGAR. I would just reply that I share your concern. I

simply left flexibility in the event that there are rulings mandating
that the provisions of Public Law 664 apply to intemediate credit.
It is simply not clear to me whether a prohibition of Public Law
664's provisions will fly, and that is why I offered some way of
paying for it in the event it did not go through-1/2 percent increase
in the credit rates to help cover the ocean freight differential.

Senator STEVENSON. Well, I would make it clear that these ship-
ments do not have to be transported in American ships. Should that
prove to be a political impracticality, then it might be desirable to 
Senator LUGAR. We have no difference in outlook.
Senator STEVENSON. Right.
Now, Mr. Chairman, let me, if I may, impose upon you further to

say a few words about export opportunities in nonmarket countries.
First, I would like to submit for your record several recent analy-

ses of this market potential, including one by the USDA foreign
agricultural service, which was prepared for the Subcommittee on
International Finance.*

Senator STONE. It will be accepted in the record.
Senator STEVENSON. Suffice it to say that these potential markets,

including the Peoples Republic of China, are very large. However,

*See p. 128.
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there are many impediments, and some of them are political and not
within the reach of this subcommittee.
But in many of these countries, especially the Soviet Union and

Eastern Europe, there are chronic grain deficits and also ambitious
plans to expand livestock and poultry production. So the potential is
strong for soybeans, feed grains, and wheat sales.
But the availability of credit to finance their purchases of -U.S.

agricultural commodities has become increasingly important, due to
their continuing hard currency balance-of-payment deficits.
I fear if we do not participate in these markets, we may never be

able to do so—as other nations—Canada, Argentina, Australia, and
developing nations, take our place.
Now, I believe strongly that however great the economic opportu-

nities, they must be subordinated to matters of higher national in-
terest. And so I have never supported measures to open up all
nonmarket countries, for that matter, all countries to CCC, Exim-
bank, or any other credits, without qualification. We have developed
a formula, which I intend to propose for Eximbank credits in the
Banking Committee, which I would like to share with you for possible
consideration.
Senator STONE. I would appreciate that.
Senator STEVENSON. Commodity Credit Corporation credits 
Senator STONE. I would appreciate it, because one of the questions

I was going to ask you is your view of what the export-import role
should be in agricultural export financing.

Senator STEVENSON. Well, let us start with that, which is a subject
addressed in the hearings to which I referred earlier.
The Eximbank does not now participate in the support of the

export of agricultural commodities, with the exception of very limited
exports of cotton to Japan. I and many other members of the Banking
Committee have tried to get the Eximbank out of the business of
supporting agricultural commodities, on the theory that this is better
suited to the CCC. It has the expertise. It is the job of CCC, and if
Eximbank is to get into the support of agricultural commodities, one
might as well argue that the CCC ought to get into the export of
manufactures. We have two agencies. One ought to do one job and
the other ought to do the other job, in my opinion, with some opportu-
nities for overlap.
And, Mr. Chairman, I have to condition all of this on my own hope

that the CCC will be authorized to go out over a longer period of
time. Otherwise, we will have a gap between the Eximbank long-
term and CCC short-term rates.
The overlap, Mr. Chairman, as I see it, should be for storage facili-

ties, port facilities. And there, CCC and the Eximbank could both
support the construction of such facilities. The bill that I will be
introducing does authorize the CCC to go out for an intermediate
period to help develop storage and port facilities abroad for purposes
of price stablization, as well as increasing exports. And that, as I say,
is something that it seems to me that we could work on cooperatively
and both support.
Now, the proposal that I plan to suggest for the Eximbank would

supersede the provisions of the Trade Act of 1974 with respect to,
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Eximbank credits for exports to nonmarket countries, othe
r than the

Soviet Union. It would not supersede provisions conce
rning most-

favored-nation treatment, or CCC credit for any country. Co
mmodity

Credit Corporation is your responsibility here, and MFN i
s one that

involves the Finance Committee, and we will never have a 
coherent

policy until all of these committees get together to work
 out a

formula with respect to MFN as well as Eximbank and CCC.

The conduct of the Soviet Union in Africa at the moment i
s not

one to warrant trade concessions, and certainly not a sugge
stion that

its policy on emigration is acceptable. We should not, howe
ver, let

the Soviets obstruct better trade relations with other coun-

tries that pose no threat to U.S. interests. By doing so, we
 merely

force their continued dependence on the Soviet Union and pu
nish

ourselves both economically and politically.
Under this formula, a new procedure would be established for

determining the eligibility of countries to receive exports supported

by Eximbank. The President would submit to the Congress a list of

those countries which he has determined to be eligible to receive

Eximbank-supported exports. The President would have to make a

national interest determination with respect to each country on the

list, taking into consideration each country's relationship to the United

States, whether the country is friendly or hostile to the United States,

its internal stability and creditworthiness, and its policies and actions

with respect to the peaceful settlement of internal and international

disputes, human rights—including specifically the right to emigrate—

and such other factors as he chooses.
During the 60 days following submission of the list of eligible

countries, the Congress would have the opportunity to review it and

disapprove it. The President could take countries off the list at any

time.
Senator STONE. Under your proposal, would a line item have to go

to the Congress country by country?
Senator STEVENSON. No. There would not be any line item, Mr.

Chairman. Congress could disapprove of the entire list.
Senator STONE. But not one member of the list?
Senator STEVENSON. I do not really think the Congress ought to be

getting into that business. If the list is disapproved, the President

would send up another list, and the same procedure would follow, and

all countries theretofore eligible would remain eligible so that we do

not cut ourselves off from the world.
Mr. Chairman, the present formula implies that the dominant in-

terest, if not the exclusive interest, of the United States is the emigra-
tion policy of nonmarket countries. If emigration is important, it is
important in all countries. And, Mr. Chairman, the hostility of
market countries is of importance too. It implies, in the case of the
Soviet Union, that assurances of sufficient emigration are paramount
and that its conduct in East Africa or the Middle East or SALT, is a
matter of some indifference to the United States.
It should not be difficult to improve upon that formula. But for

reasons largely of timing, I do not recommend, as I have indicated,
changing the present provisions of the Trade Act with respect to the
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Soviet Union—but I do think that the time has come to advance our
economic and our political interests, with other countries. Also, Mr.
Chairman, I think it is time to recognize that it is possible for our
self-interest, our morality and our principles to coincide.
I thank you for your patience and urge you to act expeditiously

on this very important subject.
Senator STONE. Senator Stevenson, we really appreciate your testi-

mony here, and your legislative proposals which are indeed very con-
structive. There is no doubt in the mind of either the chairman m-
any member of this subcommittee that we intend to act as expedi-
tiously as possible to expand agricultural trade along the lines of at
least almost all of what you have been saying.
In other words, what you have been testifying to seems to have

common elements of what our other Senators, with bills, and staff
have been advancing. So I think we are on the same wavelength here.
Senator Lugar?
Senator LUGAR. I would just share your words of appreciation,

Mr. Chairman. It was very helpful.
Thank you for coming.
Senator STONE. Senator Bellmon ?
Senator BELLMON. I would like to raise a few points.
First, let me say that I have thought that the contribution that

Senator Stevenson has made in coming
We certainly want to expand exports in any way we can and

particularly I am distressed about the trade barriers with Japan. And
I certainly am in favor of using these kinds of imports. But my
question is: What is the rationale for using a 10-year loan to pay for
grain imports? Grain will quickly be consumed. Is there need for
such long-term credit on grain?

Senator STEVENSON. Yes, sir.
I think there are two reasons for the need. The first is to simply

make it possible for us to compete on equal terms with the Canadians
and Australians and others who do finance export sales with inter-
mediate term credits up to 10 years. And the second and related
reason is that some countries cannot buy, except under longer term
credits, and it is not because they are bad credits. It is because, in the
case of Poland and other countries, they face, within this 3-year
period, a bunching—for lack of a better word—of credit maturities,
and they cannot contract additional debts to mature during that
period of time.
If you could extend the maturities beyond these bunches of matu-

rities, then you would make it possible for them to buy from the
United States. Otherwise, it is impossible for Poland, for example, to
buy substantially more from the United States, and there are similar
problems in other countries.
Many countries are facing current deficits and growing debt—

largely because of the oil crisis. And consequently it is difficult, as in
the case of Poland, for them to incur additional short term maturities.
I do not think this is an exaggeration of their inability to acquire

more maturities within that very short term of 3 years.
Senator BELL:WON. Frankly, I like the approach that Senator

Stevenson has to nonmarket economies. I coauthored this bill, where
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we would make available CCC credits to the nonmarket economies,
which would obviously include Russia, where we probably would have
difficulty. I was primarily interested in making the credits available
to China.
Your bill would do that, if the President put China on the list?
Senator STEVENSON. Yes.
Senator BELLMON. I think it is an important flexibility and a better

approach.
Senator STONE. Any other questions?
[No response.]
Senator STONE. Senator Stevenson we really thank you for coming

over here and I assure you of our subcommittee's intent to cooperate 
with your chairmanship and your efforts in your Subcommittee on
Financial Institutions, to help straighten out some of the impedi-
ments we have imposed on ourselves and our credit situation.
Senator STEVENSON. Thank you very much, Mr. Chairman.
Senator STONE. Now, before calling our first witness, I want to

announce that there will be a 10-minute limitation because of our
constraints of time—a 10-minute limitation for the witness' presenta-
tions, and 10 minutes of limitation on the questioning by our sub-
committee members.
May I announce that we will call first on Stephen Bosworth from

the Department of State; next will be Tom Hughes, Administrator
of Agriculture Services

' 
'and next is Doyle Conner, Commissioner,

Florida Department of Agriculture, representing the Southern U.S.
Trade Associations. Those are the first three witnesses that we will
call on.

First is Mr. Stephen Bosworth, Deputy Assistant Secretary for
International Resources and Food Policy, Bureau of Economic and
Business Affairs, U.S. Department of State.

STATEMENT OF STEPHEN BOSWORTH, DEPUTY ASSISTANT SECRE-
TARY FOR INTERNATIONAL RESOURCES AND FOOD POLICY,
BUREAU OF ECONOMIC AND BUSINESS AFFAIRS, U.S. DEPART-
MENT OF STATE

Mr. BOSWORTH. Mr. Chairman, I appreciate the opportunity to
appear before this committee and to offer the Department of State's
views on the role and importance of agriculture in our international
trade.
In 1977, total U.S. exports amounted to $118 billion. Agriculture

commodities were about $24 billion, or 20 percent.
The biggest category in our agricultural export is, of course, grains

which totaled $8.7 billion in 1977. Next came oilseeds and their prod-
ucts—$6.6 billion, animal and animal products—$2.7 billion, cotton—
$1.5 billion, and tobacco—$1.1 billion.
The outlook for farm export during the current year is for a healthy

increase in volume, particularly in wheat and soybeans, though lower
average prices will probably mean no increase in overall dollar
earnings.
Markets for our agricultural exports are diverse. Developing coun-

tries purchase around two-thirds of U.S. wheat and rice exports.
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Developed countries account for about 70 percent of our feed grain
and 50 percent of our soybean exports.

Centrally planned economies, such as the Soviet Union and various
Eastern European countries can be important buyers of both wheat
and feedgrains, with weather conditions being the main variable
influencing the volume of our sales in that market.

Since 1963, the annual increase in purchases of U.S. farm products
by countries in all three of these groups has been greater than the
increase in their overall agricultural imports. The United States is
holding its market share for major export commodities and for some,
like wheat and coarse grains, our current share of the world market is
far above historical levels.
The point of these numbers, Mr. Chairman, is that U.S. agricul-

tural exports are alive and well and constitute one of the major
strengths of our economy.
Our exports are competitive because we have natural resources in

land, water, and climate not matched elsewhere and because we have
superior labor and management skills. Efficient production, supported
by adequate storage and transport facilities, is the assurance that our
agricultural trade position will remain strong and that we will be in a
position to benefit from the market opportunities resulting from
population growth and rising economic standards around the globe.
Our long-term position of strength gives us the ability to ride out

the difficulties of temporarily depressed markets and to be in the
market when prices are favorable. The recently announced sales to
China are an example of being able to respond to unexpected demand.
We appear to be coming out of the weak 1976-77 market for wheat

that came about when the production response generated by 1973-
75 scarcity and high prices exceeded world demand.
We are still coping with those problems and with the large stocks

that remain. The administration programs of reasonable support,
moderate set-asides, and expanded reserve stocking offer, I think, a
reasonable way to resolve these temporary problems.
Mr. Chairman, we believe the Government has two important roles

to play in the promotion of agricultural exports. One role is to
facilitate the efforts of our producers and traders such as providing
services to assure the standards and quality of U.S. products, infor-
mation, and analysis on world markets, and adequate trade credits to
meet competitive needs. My Department of Agriculture colleague
can give you more details about the trade promotion activities of the
Foreign Agriculture Services and the credit programs available
under the Commodity Credit Corporation.
The second role of the Government with respect to agricultural

exports is to defend our producers against discriminatory and unfair
treatment resulting from the action of other governments. This role
involves a myriad of activities ranging from correcting a customs
valuation, to major government-to-government confrontations over
such issues as market access or competitive practices.
In this latter category, two main areas are currently of particular

importance and I would like to say a few words about two particular
interests.

28-747-78 4
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MULTILATERAL TRADE NEGOTIATIONS

The negotiations on agricultural products in the MTN hav
e two

parts. First, major exporters and importers are involved in multil
at-

eral discussions on three groups of commodities: grains, dairy
 prod-

ucts, and meat. In each of these sections, various proposals for 
inter-

national arrangements are under discussion. It is too early to say

whether the discussions will lead to new international arrangements,

or whether the United States will participate in any arrangeme
nts

that might emerge from the talks.
Second, bilateral talks are underway on tariff and nontariff measure

s

affecting specific agricultural goods. In November, each major MTN

participant made requests for trade concessions of every other MTN

participant. In January, the developed, countries responded to the

requests they received with offers of concessions. U.S. requests were

extensive, covering primarily grains, citrus, tobacco, poultry, high-

quality beef, nuts, fruits, and vegetables. We believe our offers of

concessions were generous, and we are negotiating to establish a

balance of concessions at the highest possible level.

In addition to the talks specifically on agriculture, efforts in the

MTN to improve general trading rules will affect agricultural trade.

For example, we hope to conclude a new agreement on subsidies and

countervailing duties that will improve international discipline over

the use of export subsidies on agricultural products.
I would also like to say a few words about our efforts on the

International Wheat Agreement.
Our efforts in February and March in UNCTAD to conclude a new

international wheat agreement were not successful. Talks toward this

end are continuing and we are hopeful that it will be possible to begin

negotiations on a new international wheat agreement later this year.

Success in this area will provide a greater degree of price stability
in this commodity and also enhance world food security.
Mr. Chairman, I now would like to address myself briefly to two

specific issues which have been raised in recent agricultural bills;
namely, (1) Intermediate CCC credit, and, (2) extension of CCC
credit to nonmarket economies.
(1) Intermediate CCC: With regard to the CCC intermediate

credit facility, we do not support extending the maturities of credits
offered by the Commodity Credit Corporation (CCC) beyond the
present 3-year maximum.
We understand that the principal motivation for this proposal is the

belief that our major export competitors; namely, Canada, Australia,
and Argentina, offer more favorable credit terms than the United
States.
We find no evidence that this is in fact the case. While the agricul-

tural export systems of these three countries differ from ours, they
essentially rely upon commercial bank credits with Government
guarantees. More important, none of the three countries normally
offers credit terms for agricultural commodities of more than 3 years
and generally speaking they provide less favorable terms. There have
been one or two exceptions to this in recent years but the underlying
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reason for these exceptions were—appears to have been more politi-
cal than commercial.

Consequently, if the United States were to offer, through CCC,
terms of beyond 3 years and up to 10 years, which has been suggested,
we would be breaking new ground. Our competitors would almost
certainly respond by changing their own credit programs to protect
their market shares.
Thus, any temporary trades gain we might have achieved would

be lost. Moreover, our balance-of-payments position would be weak-
ened since the new extended credit program would replace sales that
would have otherwise taken place on a cash basis or on 3-year credit
terms. In sum, we would be triggering a credit competition among
exporters in which there would be no winners.
The second point, Mr. Chairman, as regards extension of CCC

credits to nonmarket economies, as you know, Poland, Romania,
Hungary, and Yugoslavia can now benefit from CCC. Extending this
to other nonmarket economies would require modifying sections 402
and 409 of the Trade Act, the so-called Jackson-Vanik amendments.
We would oppose such a change at this time. The matter, however, is
under continuing review.
I will be pleased to answer any specific questions you might have.
Senator STONE. Thank you, Mr. Bosworth.
Senator Bellmon ?
Senator BELLMON. Thank you, Mr. Chairman.
I appreciate being first in line.
Let me ask you 
Senator STONE. I thought you would.
Senator Bellmon [continuing]. A couple of questions. I will try to

be very brief.
You probably heard my question to Senator Stevenson about the

long-term credit for the consumables. How would the State Depart-
ment feel about longer term credits for helping countries for storage,
port facilities?
Mr. BOSWORTH. Well, by and large, Senator, we would consider that

the existing programs of the Export-Import Bank are adequate to
meet the needs for such infrastructure.
Senator BELLMON. Those are only 3-year loans.
Mr. BOSWORTH. Well, the Export-Import Bank, in cooperation with

private banking interests, has facilities beyond 3 years.
Senator BELLMON. You mentioned in your statement that the agri-

cultural export systems of these—Canada, Australia, and Argentina,
differ.
Could you tell us what loan terms are available, say, to China,

when it buys wheat in Canada?
Mr. BOSWORTH. Frankly, we have no information in advance and

very little information after the fact, as to the credit terms that
prevail with regard to credits extended to China. The indications
are that by andlarge, China buys its grains on normal commercial
terms.
Senator BELLMON. I had lunch with Mr. Sano—he says the reasons

they are not buying is because they had, to use his term, deferred
payments when they buy from Canada.
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Mr. BOSWORTH. Well, as you know, China just bought some grains
from a U.S. firm on commercial terms. We have no indications that
there are 
Senator BELLMON. Can you not find out specifically what these

deferred terms are?
Mr. BOSWORTH. We can ask. We have asked. There is a certain

reluctance, on the part of the Chinese Government to provide a good
deal of information regarding its commercial transactions.
Senator BELLMON. Could you not ask the Canadians what their

terms are?
Mr. BOSWORTH. We have discussed this with the Canadians, and we

have no indication that they are extending credits beyond 3 years.
Senator BELLMON. You know much more than you put in the state-

ment about contract terms that these other countries are offering.
Could you give us in writing, if you do not have it immediately

available, what credit terms the Canadians are offering to their cus-
tomers, and the Argentinians?
Mr. BOSWORTH. I would be pleased to do that.
[The following information was subsequently submitted by Mr.

Bosworth:]
DEPARTMENT OF STATE,

Washington, D.C., May 19, 1978.
DEAR MR. CHAIRMAN: During my appearance on April 27 before the Foreign

Agricultural Subcommittee, I was asked to provide further information on two
principal subjects. The first related to the credit policies of our major agricul-
tural competitors; and, the second, our trade relations with the Peoples Republic
of China.

CREDIT PRACTICES OF OTHER EXPORTERS

On April 27, the Department of Agriculture submitted to the Subcommittee
some background data (attached) on credit practices of other major grain ex-
porting nations. This data is summarized and updated below.' I have also cited
the three known instances, all of which involved Canadian wheat sales, in which
credits for grain exports longer than 3 years were extended.
Precise data regarding the credit practices of Argentina, Australia and

Canada, our major competitors, are difficult to obtain. Both buyers and sellers
generally attempt to keep such information confidential. The following general
observations, however, can be made. The grain marketing boards of these three
countries can be very flexible regarding price, credit and other terms. Their
relative smallness to the world export market, their central control over market-
ing, and their being able to react to conditions in the American market gives
them some advantage over our commercial firms. This is not an unmixed bless-
ing. Grain boards sometime lack the competitive drive which motivates our
commercial firms. To a certain extent these government marketing entities enjoy
both the advantages and disadvantages of monopoly traders.

ARGENTINA

The National Grain Board until recently was the only legal market for grains
in Argentina and it negotiated all export sales. Argentina has recently switched
to a mix of public and private sectors for grain exports. There is no indication
that Argentina extends credits of over three years duration.

AUSTRALIA

The Australian Wheat Board, which is producer controlled, buys and sells
all wheat. In its government-to-government agreements, which constitute the
bulk of its export sales, the Wheat Board makes extensive use of credit. Nor-

1 See p. 50 for attachment.
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mally these arrangements are for 11 months. It has on at least one occasion
given a discount in price for a large volume sale. It rarely extends credit in its
sales to non-government entities.

CANADA

The Canadian Wheat Board controls wheat marketing in Canada, including

transportation and exports if a government-to-government transaction is in-

volved. The Board sells to private and governmental buyers under standard

commercial procedures. It does, however, in its government-to-government

arrangements sometime offer credit terms of up to three years. There are

three instances of which we are aware when Canada extended credit terms be-

yond three years. These were for:
(1) Peru—A 1969 sale of 200,000 tons of wheat on five year credit terms.

(2) Brazil—A 1970 sale of 1.6 million tons of wheat to be delivered over 10

years with credit terms of ten years.
(3) Algeria—A 1972 sale of 690,000 tons of wheat on 10 year credit terms.

Canadian officials with whom we have discussed the above sales at the time
and recently pointed out that traditional Canadian practice is not to extend
credit for longer than three years. In the above instances, the unusually long

credit terms offered by the Canadians were, in part, a response to what the
Canadians considered our excessive use of Public Law 480 sales in the above
countries.

[The following information is in response to a request by Senator
Stone. See p. 56 :]

U.S./PRC TRADES PRESENT CONDITIONS AND OUTLOOK

The present Chinese leadership is dedicated to modernizing China as rapidly
as possible. Peking has modified its previous emphasis on "self-reliance," and
now plans to import the most advanced foreign technology available to speed up
its development process. In line with their pragmatic emphasis on moderniza-
tion, the Chinese have stated their purchasing decisions are based on three
criteria: price, quality, and availability for delivery.
We expect US sales to China to expand in response to Peking's increased

concern with modernization. US exports to the PRC were $171 million in 1977.
We expect that they will increase by at least $75 million in 1978. Our imports
from the PRC in 1977 were $203 million.
Two factors inhibit an even faster increase in US trade with China. One is

the Chinese policy of favoring traditional suppliers over the US when price,
quality, and availability are relatively equal. For example, the Chinese prefer
to buy their grain from Canada and Australia. They only turn to us—as they
recently did for one million tons of wheat—when traditional suppliers cannot
meet their needs.
The second factor that affects the expansion of US trade with the PRC relates

to institutional barriers on both sides. The Chinese oppose joint ventures and
shared production as means to develop their petroleum resources, will not use
direct foreign government or commercial bank credits, offer no general patent,
copyright, or industrial property protection to foreign exports, and virtually
prohibit foreign firms from setting up branch offices inside the PRC. The
Chinese have also indicated they will not sign government-to-government agree-
ments in the absence of normalization, which prevents us from concluding trade,
airline, shipping, and other commercially-relevant agreements with them.
On our side, U.S. laws and regulations affect our trade with the PRO in cer-

tain respects. Since we have not reached a settlement with the Chinese on the
related questions of Chinese assets frozen in the U.S. and American claims
against China, U.S. claimants have the right to attach any PRC property that
comes into this country. China thus cannot conduct normal banking or com-
mercial shipping relations with us, nor can it send Chinese trade exhibitions
here (they reciprocate by denying us the same privileges in China). We are
not able to sell defense-related technology to the PRC without an export license
and the approval of our allies. Finally, the terms of the Jackson/Vanik amend-
ment to the Trade Act prevent us from extendiner

h 
U.S. Government credits or

Most Favored Nation tariff treatment (MFN) to Communist countries, includ-
ing the PRC, that restrict emmigration.
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In sum, we expect Sino/U.S. trade to expand significantly in the months and
years ahead. Nevertheless, the Chinese preference for traditional suppliers and
institutional barriers on both sides will affect that expansion. This trade, how-
ever, is not specifically limited to the size of China's exports to the U.S., as
the April 26 Washington Post article seems to have implied. In the past, the
Chinese have run large trade deficits with specific countries, the U.S. among
them, when it has served their purposes to do so.
I hope the above information is useful.

Sincerely,
STEPHEN W. BOSWORTH,

Deputy Assistant Secretary for International Resources and Food Policy.

ATTACHMENT

Competing suppliers of agricultural commodities, notably grains and soybeans,
do not make public the terms of their credit arrangements as does the U.S.
Consequently we cannot be as specific as we would like to be in this area. What
information we have is usually after the fact, second-hand and sometimes in-
complete. It can be summarized as follows:
Canada—Wheat exports from our strongest competitor are controlled by the

Canadian Wheat Board (CWB) which has monopolistic powers over Canada's
wheat marketing, including transportation and exports. It finances its' opera-
tions with bank credit which is guaranteed by the government. It does not own
physical facilities. Privately owned entities such as elevators, terminals and
grain companies function as agents of the CWB.
The CWB sells through agents to private buyers in foreign countries, under

standard commercial practices. It also sells to such buyers on special credit
terms, and negotiates directly with grain importing agencies of foreign govern-
ments. CWB offers imports credit terms of up to 3 years. Longer term credits
are at times extended on government-to-government arrangements.
No information as to interest rates has been received respecting credit sales

to the People's Republic of China. Reportedly, down-payments of 10 percent to
25 percent were made. Information as to the volume of such sales is incomplete.
A 1977 sale to Poland was for 5 percent down, for 3-years at % percent over
the London Bank offering rate. There is reason to believe that many sales to
Eastern Europe are on still more favorable terms.
Canada has sold to Peru on 5-year terms with interest as low as 5 percent.

Last year, one sale on 3-year terms with 5 percent down was reportedly at 71/2
percent interest when the CCC rate for a similar transaction would have been
9 percent.
A sale to Brazil was clearly concessional, with interest at 5 percent, a 5

percent down payment, a 2-year grace period and repayment over 10 years. A
sale to Brazil in 1977 was for 3-years at 71/4 percent, below the corresponding
CCC Credit rate. Syria bought Canadian wheat on 3-year terms at 61/4 percent
(however CWB was not involved).
Canada does not have an official concessional program; however, the Export

Development Act of 1969 provides the framework through which an effective
concessional program has been maintained. Interest-free loans can be made
available for up to 50 years with grace-periods for up to 10 years. Up to 20
percent of the value under bilateral agreements can be granted for projects in
recipient countries, on a totally untied basis.
Australia—The Australian Wheat Board which is controlled by producers,

buys and sells all wheat marketed. It receives credit advances from the Reserve
Bank of Australia. It sells directly to foreign governments and to commercial
grain traders.

Sales to government comprise a large portion of total exports, at times more
than 50 percent. These involve substantial use of credit, reportedly up to 10
years although the usual period seems to be 12 months. Interest rates of 61/2
percent-have been reported but information in this area is incomplete. In at least
one instance the AWB provided a "volume discount".

Sales to private traders is a residual amount after sales to governments are
made; also, provisions for the GOA food-aid program. The AWB rarely provides
credit to commercial importers, although private grain traders at times do so.
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Argentina—The National Grain Board is the only legal market for whe
at and

feed grains. Among other functions it negotiates hi-lateral agreeme
nts with

importing countries. These are essentially statements of intent. The 
eventual

price is fixed with reference to actual market values.

EUROPEAN ECONOMIC COMMUNITY

Subsidies, rather than credit terms, comprise the main tool used to stimul
ate

exports and relieve over supply situations. EC prices are normally higher
 than

world prices and some subsidy would be needed to bridge this gap. Howe
ver.

there have been subsidies more than sufficient to bridge this gap, le
ading to

concern about unfair trade practices. Also, the size of the subsidy can va
ry by

country of destination, to encourage penetration of particular markets.

In addition to EC export subsidies, the individual member countries are f
ree

to use long-term credits and low interest rates to make the offered price
 still

more attractive. Two-year credits at 3 and 31/2 percent interest have 
been

reported. The combination of subsidized prices and convenient credit term
s

makes the EC a formidable competitor.
Brazil—A system of tax forgiveness and tax credits is a major tool for imple-

menting Brazil's export policy. Adjustment of various tax items within the

system can have pronounced affect in distorting export prices of processed good
s,

increasing or lowering them with respect to domestic prices and world market,

according to government aims.
Until recently, soybean oil exports were accorded a substantial price advan-

tage, but no longer. Also soybean meal prices were set so as to favor meal exports

over bean exports. This too has been corrected.
As long as the system itself remains intact, however, the GOB has the means

of implementing specific policies that can give Brazilian products a distinct

competitive advantage in foreign markets. Reacting to specific commodity situa-

tions, future export policy may differ from that of today.

Preferential financing is another export-incentive. Loans are made for produc-

tion destined for export at two fifths the normal rate of interest.

There are also subsidies. For example, all cotton exports are currently

subsidized by 20 percent, payable in raw cotton from government stocks.

Brazil has been known to offer soybean oil on 3 year terms and interest

similar to the CCC Export Credit Program.
Japan has a rice-export program patterned after P.L. 480 Title I. At different

times, the Philippines obtained rice from Thailand on 12-year terms with a

3-year grace period and 71/2 percent interest, and from Taiwan on 10-year terms

with the same interest and grace period. The PRC reportedly sold rice to Sri

Lanka on 20 year terms, interest free.

EXPORT SUBSIDY PRACTICES OF COMPETING EXPORT NATIONS

Details of subsidy practices—and amounts—are not readily available and

change without notice. What becomes apparent to U.S. sellers is that a lower

price is frequently offered by the competition and the sale is lost.

A number of exporting countries have government entities which set prices,

make sales, and provide financing. Under these arrangements no formal subsidy

plan is needed. Australia and Canada employ commodity boards which have

broad authority. Best known of these are the wheat boards which have rela-

tively strict control over most aspects of wheat trading, both domestic and export.

The European Economic Community (EEC) vests broad authority in a commis-

sion to grant the substantial subsidies necessary to move high-priced Community

wheat (and flour) into the world market.
The Wheat Boards of both Canada and Australia have moved very sizeable

quantities of wheat under long-term supply agreements with importing coun-

tries, e.g. the People's Republic of China and the Soviet Union. Details of these

agreements never become public, but it is known that they include prices and

financing favorable to the buyer. The Wheat Boards have full authority to set

prices on all other sales as well. By observing U.S. markets they are able to

determine prices private U.S. exporters will have to quote to avoid losing money.

The Boards then may choose to offer at slightly lower levels.
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The Canadian Wheat Board (CWB), in some cases, utilizes the private grain
trade as export agents to negotiate sales with foreign buyers. When it suits
the Board to do so, agents are allowed to buy grain and hold it for later resale.
The CWB also offers a deferred pricing system whereby the Board absorbs
the cost of carrying grain for forward shipment and thus gives the private
trade a price advantage in reselling the wheat. Export agents may purchase
Canadian wheat for nearby or distant future delivery periods. The price may
be set either at the time of purchase from the CWB or some later date, even
after actual loading of the wheat. The price paid by the private trader who
enters into such an agreement is the Board price on the date he elects to fix it.
CWB export agents may or may not extend the deferred pricing privileges
to the foreign buyer.
Canadian grain also moves at subsidized rail rates to export points from

scattered elevators. Railcars are allocated to move grain at unusually low
Government rates established in 1925. The Government also subsidizes feeder
lines which tie into the main rail lines for shipping grain to the ports.
The Australian Wheat Board (AWB) has generally followed a policy of

destination pricing in order to maintain full competitiveness in selected overseas
markets. This enables the AWB to meet specific competition in any part of the
world. The AWB charters its own bulk carriers, permitting lower freight costs.
They pass this benefit on to buyers.
The secrecy surrounding the AWB's chartering activities makes it impossible

to know if a subsidy is involved. However, this is academic since the Board has
full authority to set the price on individual sales as well as under long-term
supply agreements.
The EEC has used huge export subsidies to relieve surplus situations and

prevent depressed prices in the Community's soft wheat market. Average EEC
subsidies in 1971-72, a buyer's market year, equalled about 90 percent of the
value of the wheat exported by the Community. In the current buyer's market
subsidies have not averaged that high, but they have been sufficiently high to
move the surplus.
In addition to the EEC export subsidy, the individual member countries use

long-term credit and low interest rates to make the actual grain price even
more attractive. Financing is supplied by private banks—particularly French
banks—operating under a Government subsidy scheme. How effective the use of
this credit is depends on the situation in the money markets, the country in-
volved, the extent of competition, and repayment terms. Terms vary from
transaction to transaction and are not publicized.

Brazil used an indirect export subsidy for soybean products that enabled
them to move their entire export availability in the past. Brazil provided funds
to exporters at preferential interest rates in proportion to their exports of soy-
bean products. Exporters were able to loan these funds on the domestic market
at substantially higher interest rates and utilize the differential as necessary
to reduce prices to foreign buyers. In addition, exporters received a government
subsidy on domestic sales of soy products which helped them make a profit on
their overall operations. While there have been changes recently in the Brazilian
subsidy schemes, the potential remains for a repeat of indirectly subsidized
export sales.

Senator BELLMON. Also, is this matter of credit one of the subjects
that is being discussed at MTN? You say we could touch off a kind
of unhealthy competition here.
Mr. 13oswoRTH. No, not in the MTN, Senator. There is an export

credit group in the OECD in which the major exporting countries
consult on the terms of officially supported export credits for indus-
trial exports. An international arrangement negotiated within the
OECD framework sets forth agreed terms and procedures. The sub-
ject of export credits for agricultural commodities is explicitly ex-
cluded from the arrangement.
The agricultural sector is one which resists uniform ground rules

because of the diversity of the support and marketing systems ern-
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ployed by different countries. There have been discussions about agri-
cultural credits in the negotiations preceding the International Wheat
Agreement of 1968 and 1971 and most specifically in the Food and
Agriculture Organization (FAO) of the United Nations.
These discussions centered on trying to establish guidelines as to

what constituted concessional versus commercial sales. In 1972 the
FAO, in discussing the surplus disposal (i.e., food aid) of agricultural
commodities, indicated that sales with maturities of up to 3 years
could be considered either commercial or quasi-commercial in nature.
The implication of this was that agricultural credits with maturities
beyond 3 years were concessional and not commercial. The 3-year
benchmark was considered too long by some countries but was adopted
by the FAO to accommodate the United States CCC programs.
Senator BELLMON. For some reason 
Mr. BOSWORTH. Primarily because it has not been a significant prob-

lem. Competition in terms of credit terms have not been a significant
factor in export competition.

Senator BELLMON. Apparently it is with the Chinese.
Mr. BOSWORTH. Well, I will see what further information can be

obtained regarding Chinese sales. Our indications are, Senator, that
by and large the Chinese make their purchasing decisions on as much
political as they do on economic grounds.
Senator BELLMON. That is not the information we get directly from

their trade negotiators. That first thing that they mentioned, to use
their phrase, deferred payments.
Mr. BOSWORTH. We have no information that the deferred payments

that they refer to means credit terms of beyond 3 years. But I
would be happy to get back to you with additional information on
this.

Senator BELLMON. Also, in your statement, you take exception to
expanding CCC credits to nonmarket economies.
You heard Senator Stevenson's approach, which is that we would

not make the blanket extension to all nonmarket economies, but all
those the President might suggest.
Would this seem to solve some of our problems?
Mr. BOSWORTH. Well, as you know, several nonmarket economies,

already are eligible for CCC credits. The Soviet Union is not eligible
under CCC, but is a major customer for U.S. grains. This year it will
buy substantially more than the minimum of 6 million tons called for
under the U.S./U.S.S.R. grains agreement.
There are some indications that East Germany and Czechoslovakia

might increase their agricultural purchases from the United States
if CCC. credits were available. As far as I am aware, we have not
examined specifically Senator Stevenson's proposal. We will have to
do so and comment on it, since it is somewhat different from the other
proposals on CCC credit on which we have taken the position reflected
in my statement.

Senator BELLMON. Under the present law, China is not eligible even
for 3 years credit.
Mr. BOSWORTH. That is right.
Senator BELLMON. This would make it possible for them to become

eligible?
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Mr. BOSWORTH. Yes.
Senator BELLMON. That is all.
Senator STONE. Senator Lugar?
Senator LUGAR. I simply find unacceptable the thought that the

only reason we are involved in this exercise, as you have said in your
statement is to "offer more favorable credit terms."
Very clearly, the reason that at least most of us are involved is

that we believe that we are going to have a more aggressive export
policy that makes it possible to market more commodities through
expanded markets. The suggestion in my bill is clearly not simply to
extend credit, but the primary focus is on long-run market develop-
ment.
The question that the grain sold will be consumed is correct.

But with repayment comes the building up of infrastructures, ware-
houses, herds, and various other ways our products will be more fully
used in the future—I just simply think that this has to be under-
stood and come through the administration's general policy.
I do not criticize you personally, but very clearly, it seems to me

the President and his rhetoric is reflecting a desire to bring about a
greater amount of exports.
This testimony clearly does not. It suggests that we would offend

our friends in Canada and Australia, start a trade war or whatever.
Now, to be very truthful about it, I have visited with the Foreign

Trade Minister in China. He did express to us that the Chinese trade
on the best terms they can get: cash and low prices. Beyond that,
deferred payments, if that happens to be offered by some countries.
After that, they might buy our grain

' 
but very clearly the political

considerations were not a part of it, despite all the rhetoric to the
contrary.
And this attitude was impressed in a face-to-face meeting with

about four other Senators, in January. And it just seems to me it is
very difficult to accept; and I would simply hope that, from the State
Department's position, we can work together with the Agriculture
Department, the President, and with others who would suggest that
in our national interest we better become more competitive.
As a matter of fact, my staff pointed out that Canada gave Brazil

8-year terms for the sale of wheat in recent years. They have been
quite aggressive in this respect. We have been playing catchup ball.
This is hardly the situation of aggravating the Canadians or Austra-
lians.
The facts are that our agricultural exports are suffering through our

lack of good intelligence, in this respect, and I think our naivete of
what our competition is doing.
So I would hope that we would take a posture, at least as the

Goverzunent and the administration, that was somewhat different
than the one you have taken today, which is, as I gather, that you do
not support extending maturity credit beyond the 3-year maximum.
It really does not offer us much to go on.
It would suggest that all these hearings are almost a gesture in

futility, for the sake of the record, and I want it to be so recorded
that 'I do not accept that.
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Senator STONE. The record will accept it and we will record your
statements.
Mr. BOSWORTH. I would like to briefly say first I do not want to

give you the impression that the administration, in general, or the
State Department in particular is in any way complacent about our
agricultural exports. We are not.
As I indicated, agricultural exports constitute one of the major

strengths of the U.S. balance of trade and provide encouragement in
an otherwise not so encouraging balance-of-payments projections.
But the fact is that agricultural exports have been doing well, and

this reflects not only the efficiency of the American agricultural sector,
but a number of other factors pertaining to our economic position.
Senator LUGAR. That is a very debatable proposition.
Relatively, one can make a case—but goodness knows, the whole

point of this committee's work—how in the world are we going to
move to substantially higher ground ?
Mr. BOSWORTH. I agree with the need to expand our exports Senator.

There is a pressing need to investigate all ways in which U.S. agricul-
tural export performance might be strengthened. But our agricultural
exports have in recent years been growing, not only in volume terms,
but also as a share of total U.S. exports. In fact the U.S. share of the
total world agricultural trade has been expanding satisfactorily and
strongly over the past decade.
Our performance has really been quite good. This does not mean

we should be complacent. We are not. We clearly should improve
this performance if at all possible.
In my statement I was trying to indicate that our own interests

are not served by engaging in a credit competition with other major
exporters. None of us have an interest in selling our agricultural sup-
plies abroad any more cheaply than is necessary to compete for
markets.
If we extend credit terms for agricultural commodities beyond 3

years and by this expand our share of the world market, it is inevi-
table that the other major exporters will retaliate by doing the same
thing.
The case you cited involving Brazil is one of those cases I alluded

to in my testimony, the extension of credits beyond 3 years in this
case was not primarily done for commercial reasons. I would be happy
to provide additional information on that and the other sales in which
credits beyond 3 years were extended.
But the case of China is somewhat different. Perhaps the major

constraint on our position in the Chinese market is not that CCC
credits do not go out beyond 3 years, but that China is not eligible for
CCC credits.
So the Chinese market is not in itself a justification for a medium-

term CCC credit program.
Senator STONE. Thank you very much, Senator Lugar.
Just following that briefly, Mr. Bosworth, there is an extraordi-

narily revealing article in the morning's Washington Post, dateline,
Hong Kong. I ask your comment.

Chinese administrators have indicated in the past that the lack of
full diplomatic relations with Washington will continue to hinder
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trade. The high tariff charges in Chinese goods coming back into the
United States and the limited U.S. market for such goods are even
greater barriers. So you have here not only the often-repeated
formulation, but also have two specific complaints by Chinese traders:
one higher tariff charges on goods coming into the United States
and, two limited markets for their goods, which would help them
pay in their balance-of-payments problems.
What you can say about that—or do you think that we need further

study of that, and recommendations by the administration?
Mr. BOSWORTH. I am not myself an expert on U.S.-Chinese bilateral

relations or bilateral trade, but will be pleased to obtain for you more
analyses from our side of the current Chinese trade situation.
Mr. Chairman, the statement you read coming from the Chinese

Government sounds like an almost classic defense of liberalized world
trading systems namely, we cannot buy from you if we cannot sell
to you.

Senator STONE. No. 1. And No. 2, tariff barriers?
Mr. BOSWORTH. Right.
Senator STONE. Would you do a little study on that? And when you

supply Senator Bellmon and Senator Lugar with their answers, would
you give the chairman and our subcommittee something along the
lines of these two points?
Mr. BOSWORTH. I would be very happy to, Mr. Chairman.*
Senator BELLMON. You mentioned this matter of credit that was

not a subject of MTN. I wonder why. It seems to me it would be a
very necessary part of any discussions coming—trying to put trading
on an equal 
Mr. BOSWORTH. I think, Senator, if we were to find that competi-

tion in the area of export credit terms was becoming a significant
factor, we would undoubtedly want to discuss it in MTN, as
we are now doing for such things as export subsidies. This has not
been a significant distorting factor in world trade and for that reason
it has not been brought up directly in the MTN context.

Senator BELLMON. On the first page of your statement, you say
that you call attention to the fact that the level of exports may be up,
but that lower average prices will probably increase in overall dollar
earnings.
That is very distressing to g producer who has already been sub-

sidizing these exports to the tune of billions of dollars.
Is the administration not concerned that we cannot go on much

longer providing this level of commodities at these low prices?
Mr. BOSWORTH. Well, we certainly have no interest in selling our

commodities less expensively abroad than we absolutely have to.
There have been some encouraging developments in the last several
weeks in international commodity markets such as a rather significant
strengthening in grain prices. Perhaps my statement is too pessimistic
in that regard. Maybe there will be some increase in dollar earnings
if that strengthening continues.

Senator BELLMON. In my State, wheat elevators are down 25 cents
this week. Prices are getting worse up there.

*See P. 49 for the response submitted by Mr. Bosworth.
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Mr. BOSWORTH. But during the period of February and March
and the first part of April, Senator, there was, I think

' 
a rather

general strengthening in prices, albeit from very depressed levels.
Senator BELLMON. I was in Japan in December, and maybe the

same story this morning showed that the cost of meat in Japan, say
sirloin, is $16 a pound, compared to maybe $1.50 here. The fish catch
is down. They obviously need more meat imports. They can never
be self-sufficient.
What is MTN going to do to help open that market to our im-

porters? What have you done?
Mr. BOSWORTH. Well, we have done two things, Senator; first, in

our recent bilateral discussions with the Japanese—which were led
by Ambassador Strauss—we did get a commitment from Japan to
allow a significant increase in meat imports.
Senator STONE. We (rot an increase that was not significant?
Senator BELLMON. Not significant?
Mr. BOSWORTII. Second—the question of meat trade is one of the

principal agricultural sectors under negotiation in the MTN. I think
it is now too early to see what the outcome of these negotiations
will be.
Senator BELLMON. Dollar trade surplus?
Mr. BOSWORTII. That is right.
Senator BELLMON. I cannot understand. Whatever it was, we got a

few thousand tons.
Senator STONE. A few hotel tons. No access to the general grocery-

store market.
Senator BELLMON. We farmers think you have let us down badly

in the State Department.
Senator STONE. As a matter of fact, our chairman has a statement

that what the State Department needs is an "American desk." But
I want you to have the last word, Mr. Bosworth, because you are
our guest.
Mr. BOSWORTH. I have no really last words, Mr. Chairman, other

than to say that in my view—and I think in the view of my col-
leagues in the State Department, the State Department is the Ameri-
can desk.

Senator STONE. That is a good last word; and we thank you for
coming here, Mr. Bosworth. We appreciate it.
Mr. BOSWORTH. Thank you.
Senator STONE. Mr. Hughes?

STATEMENT OF THOMAS R. HUGHES, ADMINISTRATOR FOR THE
FOREIGN AGRICULTURAL SERVICE, U.S. DEPARTMENT OF AGRI-
CULTURE; ACCOMPANIED BY KELLY HARRISON, GENERAL
SALES MANAGER AND ASSISTANT ADMINISTRATOR FOR
MARKET DEVELOPMENT, U.S. DEPARTMENT OF AGRICULTURE

Mr. HUGHES. Senators, I would like to introduce Mr. Kelly
Harrison, General Sales Manager and also the Assistant Adminis-
trator for Market Development.
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I have a statement and I just wanted to paraphrase from it,
because a good deal of it is information that the committee is very
familiar with and it would just be repetitious. I just want to make
a couple of points from it.*
One, the statement on the Soviet Union. I think you would be

interested in knowing—and you have really already received some
of this information that the Soviet Union has now purchased 13.3
million tons of corn and wheat-9.8 million corn and 3.5 million
wheat—under the U.S.-U.S.S.R. Grains Agreement, for delivery in
the current agreement year ending next September 30. We have dis-
cussed purchases of 15 million tons with the Soviets, and this total
may still be a good estimate for the year. Meanwhile, the Peoples'
Republic of China came into the U.S. market for 1 million tons of
wheat, and this figure may also be increased. We are hopeful that
this will happen.
On pages 3 and 4, I want to make a couple of points on what we

have been doing in FAS. Just briefly, we are interested in a very
strong international market policy to increase our exports.
A strong international market policy is basic to these goals. With

the support of Congress we have taken a number of specific actions
in the past 15 months to enhance export market development. For
the most part, these actions were built on an existing structure of
market development, Public Law 480, CCC credit, and other pro-
grams that have worked successfully over the years. These programs
involve cooperation with private business, State agriculture and
marketing organizations. Some of the witnesses from Florida will
testify to this later, along with representatives of some 40 cooperator
organizations created especially to further export development. We
have done several things, and I would just like to mention some
specific things.
We have increased program funding by about 15 percent for ex-

port market development cooperators.
FAS and the cooperator organizations have worked to take advan-

tage of wheat and feed grains opportunity in new market areas—
developing, Communist, and OPEC countries—while at the same
time paying keen attention to servicing older markets so important
to U.S. farmers. A wheat sales office is being opened in Morocco and
a new feed grains office in Singapore, which will bring to 20 the
number of U.S. grain cooperators sales offices in overseas markets.
Also, we are expanding attache coverage in the Arab countries.
In London, a new agricultural trade office will be opened May 25

to house in one building the cooperator organizations that work with
FAS in developing foreign markets. This office, the first of its kind,
will present a "one-stop" approach to European importers and will
give U.S. agriculture, higher visibility. The staffs will work not only
with the United Kingdom market but also parts of continental
Europe.
The U.S. Meat Export Federation, which is a new cooperator with

FAS, is sharply expanding its activities. A sales office recently opened
in Tokyo, and a second will be opened shortly in the new London
agricultural trade office.

*See p. 172 for the prepared statement of Mr. Hughes.
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The Federation will work toward lowering trade barriers in Japan
and other markets. In the past year, U.S. exports of animal products
exceeded imports of those products.
The total fiscal year 1978 budget for CCC credit has been more

than doubled, to $1.7 billion, to support exports.
Functions within the Department of FAS have been reorganized to

better coordinate the work of the General Sales Manager with the
market development work of FAS. The two agencies have undertaken
a system of integrated export market program planning. The objec-
tive is to best fit the Sales Manager's CCC credit and Public Law 480
tools and the FAS market development programs into the specific
needs of each major current and potential market in export growth
plans of up to 5 years each.
The administration asked for and the Congress approved more

funds and more flexibility for Public Law 480.
In addition, Secretary Bergland met several times in Washington

and in Brussels with European community officials and Ambassador
Strauss traveled to Brussels in a successful effort to break the dead-
lock over agriculture in the Multilateral Trade Negotiations in
Geneva.
We are a little more optimistic than we have been in the last few

months in regard to these negotiations.
Secretary Bergland traveled to European, Japanese, and South-

east Asian markets—in part to promote U.S. exports and emphasize
the reliability of the United States as a supplier. He will be in the
Soviet Union and East European countries in May to discuss trade
and cooperation.
An easing of Japanese restrictions against imports of high-quality

beef and citrus is being negotiated.
All of these actions will help. We must continue, however, to be

alert and receptive to additional tools that can help us to export more
farm products.
Thank you, Mr. Chairman, for the opportunity to appear. I would

be pleased to receive any questions the subcommittee might have.
We are hopeful we will continue to expand our export opportunities.
I will be very glad to reply to any questions, comments.
Senator LUGAR. Do you have any comments about the bills that

have been introduced, that the committee is considering today'?
You have given a good summary of a number of things the Depart-

ment is doing. Specifically, we are taking a look at the intermediate
credit in the CCC, and related factors. What comments does the
Department have about this?
Mr. HUGHES. The OMB has made a decision not to support this

legislation.
Senator LI7GAR. So your comments 
Senator STONE. On any of the bills?
Mr. HUGHES. Well, particularly the ones that deal with intermedi-

ate credit.
Senator STONE. OK.
Senator LUGAR. That explains why your testimony is restricted

just to a recitation of what the Department has been doing, and
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therefore, unfortunately, rather irrelevant to our consideration, I
suppose.
Mr. HUGHES. Yes, sir.
Senator STONE. Senator Bellmon ?
Senator BELLMON. Well, Mr. Hughes, we did not invite you up to

testify about OMB's position. We invited you up to testify about the
USDA position.
What is your position on the bill?
Mr. HUGHES. Well, in the past years, as you know, from state-

ments that Senator—Secretary Bergland—has made—we have been
interested in looking at, obviously, the expansion of the export market
and considering specific intermediate credit positions.

Unfortunately, at this moment, this is not receiving complete sup-
port within the administration.
Senator BELLMON. Does USDA feel that intermediate credit would

be an assist in developing export markets?
Mr. HUGHES. Yes, sir.
Senator BELLMON. That is a little better, I think.
Senator STONE. Mr. Harrison, go ahead.
Mr. HARRISON. I think Senator Lugar has raised a very important

point that has to be understood very well, and that is, What are we
looking for? I think primarily how do we expand long-term markets
in the next year or 2 years, 5 years? And I think we feel—as we have
looked at this very carefully and considered it and discussed it a
great deal with our competitors, as well as inside the government—
that this kind of a credit facility could be used to do that. Of
course, your bill aims directly at that, Senator Lugar, and I think it
could be done that way.
There is no doubt that the State Department and Treasury people

have every right to be very concerned about the competitive aspects.
And I think we have no interest in the Department of Agriculture—
in getting it into a situation where we are leaving money on the
table, as the people in business say, where we are just giving away
credit without getting any benefits for it. I think that would be
foolish for the Department of Agriculture to do that.
But I think where we have some optimism is that it could be done

in such a way as to avoid excessive competitive negative factors.
We are confident that could be done. I guess we are not being suc-
cessful in convincing our colleagues.
Senator LUGAR. I appreciate that comment very much that you

have made. It just seems to me important, in a humanitarian sense,
apart from an agricultural one, that there be some infrastructure
available in the developing countries.
One reason why we have not been exporting much is that they do

not have money with which to buy it. There is a mismatch between
production, and I know of no simple way to help them establish
herds, mills, crushing facilities, or this sort of thing. We have got
to use some imagination and move, at least in the credit area.
My bill does not simply accelerate credit, but really sets up a whole

new set of conditions that would lead to customers abroad—customers
at least having sufficient reserves and infrastructure to pay for it and
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use it. I would think in terms, literally, of the Australians and
Canadians. It is not entirely a neutral policy. Herds that are built
from one could use grain from another. I am not certain that I per-
ceive—this extraordinary analysis of the State Department as having
any relevance whatever, if one thinks about it very long. And my
conclusion is that they really have not thought about it very long
and hard. But this is the purpose of these hearings, to try to refresh
everybody's memory and get us on the track of considerations very
important for farmers and for our country.
Mr. HUGHES. I would -just say that these are the things that we

have been considering, the things that you have mentioned here, and
in the comments previously, with other witnesses here.
Without any question, there is a big difference between the Com-

modity Credit 3-year loan and the Public Law 480 2- to 3-year loan.
Senator STONE. I asked the Department to review all these bills

and to comment in writing about the nonmedial credit provisions.
We have commented about—we understand the constraints of the
State Department's position. But could you give us, in writing, your
comments about all of these bills that we are considering, four or
five bills.
Give us your comments on the approaches in these bills, not just

the support facilities, but all of these other proposals, such as up-
grading to counselors, and export centers abroad and things like that
would be helpful to us.
Mr. HUGHES. Well, the OMB has taken the position against those

two particular items also.
Senator STONE. Is that right?
Mr. HUGHES. Yes, sir.
Senator STONE. Is there anything in any of these bills that they

support?
Mr. HUGHES. We will be glad to provide that information to you.
Senator STONE. Would you explore that?
Mr. HUGHES. Yes, sir.
Senator STONE. Thank you, Mr. Hughes.
Senator BELLMON. By accident this morning earlier I had a chance

to meet with a group of attaches. I think 15 were here. And they—
not myself—brought up the fact that one of the main concerns in
the so-called developing countries is to build up some food reserves—
Sahail—I have forgotten which country—and they cannot build a
reserve because they do not have any place to store it or keep it, and
they are asking me why we could not make available longer term
credit to those countries so that they could provide a place to store
food that they could eat.

Apparently, there has been a problem. The port is only open 4
months out of the year, because the river is flooded. It seems strange
that at least part of your people feel like these credit provisions
might be of great value, and yet the Department seems to think
otherwise.
Senator STONE. I might just intrude.
There is no question about the support of the administration in

this approach for Public Law 480. So why have support for these
28-747-78-5



62

facilities but no support at all for interim groups of developing

countries that could turn into cash consumers? What is the logic

there?
If you can explore that and come back to us, either in writing or

at another hearing 
Senator BELLMON. Along with what the chairman has said, look

over the bills, and perhaps not less than, but find out the amend-

ments that you might recommend that could make the bill more
compatible. We are going to pass some kind of a bill.
Senator STONE. Are we not, though?
Senator BELLMON. It may not be what I like, but you could make

it a little better, not simply saying no, but give us your thoughts as

to how it could be improved.
Also, I am not so much concerned about starting a credit war.

The fact is, of course, that these other countries are—we might as
well get into wheat, so I would not use that as an argument.
Now, then, one other thing, very quickly.
I should have asked our friend from the State Department.
Do you know of any actual agricultural representative who is at

the MTN negotiations who is representing Agriculture there?
Mr. HUGHES. Well, for instance, in the International Wheat

Agreements—the Associate Administrator of FAS, Tom Saylor, is
our representative. In fact, he left last night to go to Europe to
discuss them. And also we have an agricultural attache located in
Geneva, who participates there with the STR people in their negotia-
tions.

Also in FAS, as you know, Senator, we have an international trade
policy agency that provides technical information and a lot of serv-
ices to Ambassador Strauss. So we are involved in there.
Senator BELLMON. You really have an attache on the side?
Mr. HUGHES. Yes.
Senator BELLMON. He said he was our representative. Obviously.

he cannot be there.
Mr. HUGHES. But he has been involved in this a lot, as you know,

and has made two trips to Europe to discuss with others—but we do
have people who have been involved with this on a day-to-day basis.
As a matter of fact, 80 percent of the Associate Administrator's

time is spent on this.
Senator BELLMON. The person who runs the American negotiating

team is an ambassador?
Mr. HUGHES. That is right.
Senator BELLMON. What rank does the person have?
Mr. HUGHES. The man in Geneva full time—which is not Mr. Saylor.

He is an agricultural attache from FAS.
Senator BELLMON. Does an attaché speak to ambassadors in
Mr. HUGHES. Sometimes that is difficult.
Senator BELLMON. Why do we not get someone with some clout

and get some assurance that Agriculture's interests are being repre-
sented!
Mr. HUGHES. Well, the present law provides that our representa-

tive overseas are agricultural attaches.
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Senator SToi.rE. That is one of the provisions of one of these bills,
to upgrade attaches to counselors. And it is opposed.

Senator BELLMON. And do counselors speak to ambassadors?
Mr. HUGHES. It is my understanding they do, yes, sir.
Senator STONE. That is opposed by the State Department.
Mr. HUGHES. In many of the instances, our attaches do have a

good relationship with the ambassadors. I do not mean to imply
that they do not.

Senator BELLMON. In looking over the bills, would you also take
the initiative to decide that there are other tools? I am not asking
you to get OMB to bless the tools, but if there are things that could
be done to help us help you, to help develop foreign markets for our
farm products, please make those recommendations.
Mr. HUGHES. Yes, sir.
Senator STONE. Thank you, Senator Bellmon.
Thank you, Mr. Hughes.
Senator LUGAR. As it was mentioned earlier in our testimony, theSecretary of Agriculture did write to the attaches and 22 responded.I think, in fairness to the Department of Agriculture, there has beenan attempt to find out what is going on in the field—at least prior toOMB's involvement or whoever else has intruded.
Mr. HUGHES. Thank you.
Senator STONE. Thank you very much.
I would like to call on the best agricultural commissioner in theUnited States, Doyle 

Conner, 
from Florida, for his testimony.

Incidentally, that happens to be a ruling of the Chair.

STATEMENT OF DOYLE CONNER, COMMISSIONER, FLORIDA
DEPARTMENT OF AGRICULTURE, TALLAHASSEE, FLA.

Mr. CONNER. Mr. Chairman, I realize you have a number ofwitnesses to appear. You have a copy of my testimony, and I mightjust summarize, for the benefit of the time schedule here this morn-ing.*
I am here in the interest of supporting bill S. 2968.
My name is Doyle Conner, commissioner of agriculture in the Stateof Florida.
We recognize that our country has an economic problem at thepresent time. When I reflected on February's trade deficit, of course,I was alarmed. And then when I saw the first quarter total exportsof $30.9 billion, at first I thought I should be proud. And then whenI recognized that it is still deplorable and needs so much moreimprovement, I can now appreciate the work this committee andCongress are faced with.
In 1977, of course, we exported an enormous amount of agricul-tural products, $23.7 billion, while we were importing only $13.5billion. I think the strength of our country lies in our agriculturalcapabilities.
I am here primarily speaking for the 16 Southern States whoconstitute the Southern United States Trade Association. This is 16
*See p. 174 for the prepared statement of Mr. Conner.
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State departments of agriculture. I was identified 
previously as

serving as the charter president of the group, and I might, 
Mr. Chair-

man, if I may, talk very briefly about the purpose of this 
organiza-

tion.
We have recognized for some time that perhaps agricul

ture does

have the capability to provide, at least in part, some of the 
answers

to this very serious problem. We work very closely with th
e Foreign

Agricultural Service, with an office in New Orleans, where we
 have

access to major trading offices.
At our reverse trade show, a couple of months ago, we had 

more

than 40 countries represented, where they came to us. And the
y saw

products exhibited from these 16 Southern States and, of cours
e, we

were elated when we received orders, including one for a very sm
all

packer in Madison, Fla., as a result of this reverse trade show.

We feel that this southern region, as well as other regions of 
the

'country, are indeed contributing immeasurably to this effort i
n

foreign trade.
We generate about one-third of the total exports of agricul

tural

products from the United States, in this area, about $8 
billion,

basically, soybeans, tobacco, feed grains, cotton, rice, wheat, pou
ltry,

fruit, and vegetables.
I might add for the benefit of other members of the comm

ittee

that the chairman was in Tampa on Monday helping to
 load $2.5

million worth of grapefruit and oranges on board a Japanese v
essel.

That was not as much as $15 million worth of Toyotas, which
 came

over, but it was better than nothing as has been the case in the
 past.

So these small efforts that we are talking about here today are 
the

ones that really count.
Now, we have a dual purpose, of course, that that is the concern

that all of us have for agricultural exports would indeed aid th
e

farmers' situation. And this has already been adequately expresse
d

here this morning.
I certainly support not only S. 2968 but the other bills which have

been discussed, which would benefit the total situation.

Now, let me speak just briefly to the establishment—and Mr. Hughes

has already alluded to the establishment of these foreign trade

offices.
I think this is essential. There are those who have foreign trade

outposts today, the large shipping concerns. And we are acquainted

with them.
But perhaps our greatest potential lies in the fact that we have

people not yet exporting, and they do have potential to export. I just

mentioned a small one from our State.
But you can multiply those by literally thousands and thousands

of people who do have an exporting capability, if they can establish

some proper contacts in marketing. These trades offices, in my opin-

ion, are staffed with competent people as well as local nationals who

would be capable of speaking and writing and negotiating between

our customers and the buying companies—or buying individuals—

in those countries.
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I support the enactment of this legislation.
Then I would like to see the establishment of those offices imple-

mented just as quickly as possible up to the maximum, I think, of

25 or 26, that the bill proposes. And credit has been discussed here.
Senator STONE. What you are saying, the more salesmen, the more

sales?
Mr. CONNER. Well, we have found that to be true. In our trade

shows, for instance, the personal contact results in considerable sales;
and we certainly support this. Indeed, that is correct.
As far as extending eredit, I do not know of anyone who is any

closer with a dollar than I try to be, but it is necessary to get on
with the business of selling; and it is going to be necessary to extend
credit for several years, particularly, pertaining to establishing a
capability for processing, storing, and distributing the products in
these foreign countries.

Also, in the area of livestock financing, we need some assistance in
that area. I am vitally concerned with the upgrading of our per-
sonnel to give them equal status. As the chairman knows, I have
traveled in more than 50 countries, and this is one of the things that
I noticed first, is that we must get on with upgrading our personnel.
We may have the mistaken idea that in this country agriculture is

second rate, or it is back seat. But in countries where food is not as
plentiful and is hot as reasonable as it is in this country today, the
thing that we are recognized most for is our capability of producing
a sufficiency of food and fiber for our people, and many of the
peoples of the world. There is no reason why we cannot have people-
appearing on an equal basis with the same diplomatic titles who have,
at the same time the same responsibilities.
Well, let me put it in these terms: I honestly feel it is simpler to

teach a farmer a little diplomacy than it is to teach a diplomat a littler
agriculture. I think this would shorten considerably the time involved,-
and of course, time is of the essence.
The lesser developed countries, those developing countries—I think

with just a little encouragement on our part—can become some very,
very fine customers for us.
Also, I would like to see an Under Secretary for International

Affairs in the Department of Agriculture. I heard today considerable
discussion on the status quo. The status quo has put us where we are
today. I think it is time that we move on and maybe let wheat become
our Toyota; let soybeans become our Volkswagen, and do a better
job of selling than they are doing of selling their products in this
country. Then perhaps I could be a satisfied voter back home when I
see that our trade has fallen back into a favorable balance and that
we, as public servants, have indeed done our job.
Thank you, Mr. Chairman, for the privilege of being here.
Senator STONE. Senator Zorinsky, any questions?
Senator ZORINSKY. No. It was a good presentation.
Senator BELLMON. I would like to congratulate you, Commissioner,

for a fine statement. You have recommended the establishment of an
Under Secretary for International Affairs in USDA.
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-What do you think about an Under Secretary for Agriculture in
the State Department?
Mr. CONNER. Well, we have long needed a voice there, and we have

long needed expertise there, which very candidly—and I have said
this before, and I have said it publicly, and I am not saying it in a
real sense of criticism, but in desperation, I would say—we need it
badly.
The voice of agriculture needs to be in the mainstream.
Senator BELLMON. It seems to me that the failure—perhaps I am

being too harsh—in the State Department to understand the problems
of agriculture, is one thing that has led to the absolute total inequity
in trade agreements between the United States and Japan, and the
other States and EEC. Perhaps if we had an agriculture voice in a
high place in the Department, we might be able to overcome that
inequity.

Senator STONE. A very good idea. That is a very good idea.
I would want to modify my earlier caustic comment, which I really

did not mean, about an American desk.
What I really meant to say was "agricultural desk."
Mr. CONNER. Thank you very much.
Senator STONE. Senator Lugar?
Senator LUGAR. I think the dialog that has occurred here is signifi-

cant. It could be that from these hearings we will really begin to
zero in on the intergovernmental relationships which are so important.
And I think that Senator Clark's bill has a number of constructive
ideas that I support in upgrading our salesmanship efforts.
But clearly in response to the questions that you answered, sir, you

have mentioned the State Department's need for this type of liaison.
And I think this is important.
How would we go about legislatively modifying that? Maybe it is

more of an ambitious project that we do not want to undertake, but
„on the other hand, it is a timely one.

Senator STONE. I will turn the hearing over to Senator Zorinsky,
-because there is a hearing going on, and I want to go over there and
participate in that.
I want to thank Senators Bellmon and Lugar for your loyalty to

this hearing.
No question about it, but our subcommittee is going to report legis-

lation. And we appreciate your input.
Senator Zorinsky?
[Whereupon, Senator Zorinsky assumed the chair.]
Senator ZORINSKY. Could we have Michael L. Hall, president, Great

Plains Wheat; Darwin Stolte, president, U.S. Feed Grains Council;
and William Kling, Washington representative, American Soybean
Association.
Mr. Hall.
What we will do is divide—use the time as a combined panel, and

each of you will be allowed about 7 minutes for your presentation,
and then we will then have questions of the panel, with questions
directed to each individual, as the Senators see fit.
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STATEMENT OF MICHAEL L. HALL, PRESIDENT, GREAT PLAINS

WHEAT; ACCOMPANIED BY: HAROLD D. SMEDLEY, PRESIDENT,

U.S. FEED GRAINS COUNCIL; AND WILLIAM KLING, WASHING-

TON REPRESENTATIVE, AMERICAN SOYBEAN ASSOCIATION;

AND JEFF GAIN, DIRECTOR OF LEGISLATIVE AND FIELD SERV-

ICES, AMERICAN SOYBEAN ASSOCIATION

Mr. HALL. My name is Michael L. Hall. At the outset, I would like
to comment that I am representing not only my organization but also
Western Wheat Associates. These two foreign market development
organizations represent the bulk of the U.S. wheat farmers with a
view toward expanding foreign markets for U.S. wheat.
I will not try to read my prepared statement, but will submit it,

Mr. Chairman, for the record.*
Many of the remarks I would have made are in the prepared state-

ment. In the interest of time, I would just like to highlight the provi-
sions of these several bills. •
I believe that three of these bills are addressing themselves to

credit, and I think that is something that we need. And I think we
have to continually expand not only U.S. wheat exports, but all agri-
cultural exports for the obvious reasons you have already heard this
morning.
With respect to those four bills being considered by the subcom-

mittee today, I think there is a need to improve the overall conditions
in terms of our export promotion program for wheat. And I think
that these bills, in various ways, attempt to do that.
But after addressing the specificities of these bills, and in particu-

lar to S. 2968, I would like to emphasize that the present, past, and
future export financing programs do not incur costs to the Federal
budget, the General Treasury, or to U.S. taxpayers. As a matter of
fact, the interest accrued from those lines of commercial export credit
generates a slight revenue for the United 

States, 
which is generally

used to cover the costs of the operations of the CCC credit program.
Moreover, credit does not in fact lower the wheat price. It only facili-
tates wheat sales at the current prevailing market prices.
We particularly support the initiatives of many in the Congress to

extend CCC financing to Socialist countries, commonly called non-
market economy countries.
I would like to recall for you that it was the late Senator Humphrey

who best expressed this need when he said: "International business
and trade is a world of its own that can't be turned on and off just
because of shifts in political views."
The lack of export financing authority by the CCC for the Soviet

Union could well have reduced potential U.S. wheat and grain sales
to the U.S.S.R. Moreover, it is the opinion of most observers that the
Trade Act of 1974 was really counterproductive inasmuch as the
denial of U.S. tariff and credit considerations to the Soviet Union do
not result in any appreciable changes in the domestic policies of the
Soviet Union.

*See p. 175 for the prepared statement of Mr. Hall.
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One of the major objectives of the various amendments to the
1974 Trade Act was to increase the number of emigrants from the
Soviet Union. Nevertheless, according to the U.S. State Department,
in 1973, there were 33,500 emigrant visas issued; in 1975, only 13,300
visas, and in 1977, only 13,250.
We believe intermediate credit is needed. It would bridge the gap

between the 3-year credit program and the Public Law 480 conces-
sional program. I believe it provides a transitional credit program for
various countries; and that it is needed to assist countries in moving
to the traditional 3-year credit.
And we believe, too, notwithstanding some of the observations this

morning, that to effectively compete against government wheat boards,
which are at liberty to set sales prices and credit terms at any level,
the U.S. wheat industry needs -all of the marketing tools available.
And this would be one that we believe that intermediate program
credit could be the factor that brings additional foreign customers
to our market.
I would also like to point out that with the use of a percentage

of the repayment funds, we, in Great Plains Wheat and Western
Wheat, feel we could put them to excellent use in further market
development activities in assistance in handling and processing of
wheat. To facilitate the ability to receive and mill wheat would
increase consumption of the commodity, and consequently increase
the total demand for wheat in those markets.
Our organization—Western Wheat and Great Plains Wheat—

believes that the three bills you have before you on the credit side
could be developed as a multiphase commercial financing package. We
believe that the initiatives in this area are also appropriate and neces-
sary to engage in the competitive international market for expanding
U.S. wheat exports.
We urge, therefore, the establishment of an intermediate commer-

cial credit program of from 3 to 10 years to finance the sale of U.S.
agricultural products.
I believe that these provide a package that we need to improve on

to sustain our exports. And we are proud of the efforts and initiatives
of this committee and Congress.
I am pleased to come here and express our views, and perhaps to

answer any questions.
Senator ZORINSKY. Mr. Smedley.
Mr. SMEDLEY. My name is Hal Smedley, vice president of the Feed

Grains Council.
Mr. Chairman, the council is honored to participate in the impor-

tant deliberations relative to strengthening the competitive position
of the United States in the world market for agricultural commodities.
Provisions of the four bills being considered today reveal an impres-
sive depth of understanding of the problems the United States faces
in marketing its. agricultural commodities and products overseas.
While these bills seek to provide a more competitive market pro-

gram for an impressive variety of products and bulk commodity ex-
ports, I will confine my remarks to that with which I am most
familiar—feed grains—and from my understanding of the probable
impact of legislative matters under consideration.
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Prior to addressing the specific provisions of bills before this sub-
committee, I wish to emphasize that increased exports of U.S. feed
grains depends upon an expansion in foreign utilization sectors com-
prised of the following:
A mixed feed industry characterized by high quality product and

cost-efficient production and distribution; economically viable live-
stock and poultry sectors capable of quality animal protein end-
product production, distribution, and marketing; and a commodity
acquisition system, public or private, that is cognizant of quality and
value of competing sources of origin for raw commodities.
This requires long-term planning and coordination within the

foreign utilization sectors. Many of the countries holding promise of
becoming sizable markets for feed grains are just now entering the
economic stage of development capable of supporting expanded ani-
mal agricultural systems. Our best analysis indicates that the United
States can increase its exports of feed grains, primarily corn and
grain sorghum, by about 1 billion bushels over the next 5 years.
We heartily applaud the initiatives under consideration today, in

that they will aid in the attainment of our projection.
In terms of intermediate credit, the history of our CCC commercial

credit program is replete with successes of initial credit utilization in.
building an eventual cash customer. There has been a wide gap, how-
ever, between the 6 months to 3 years short-term CCC credit program,
and the concessional credit program of up to 40 years.

Countries whose needs fall between these two programs, but who
nevertheless must maintain sound performance in their utilization sec-
tors, must identify alternate sources of supply more responsive to
their needs and capabilities. There is no belt-tightening in livestock
production without painful reduction in animal numbers which then
represents serious setbacks in long-term livestock development plans.
Intermediate credit would provide our customers with the required

flexibility to plan and coordinate the development of their utilization
sectors, and to develop through concessional, intermediate and short-
term programs to a cash-customer basis.

CCC CREDIT TO NONMARKET ECONOMICS

The exclusion of our credit from some nonmarket economics results
in the abdication of growing markets to our competitors. Agricul-
tural export credit programs have not been an effective lever on the
human rights actions of foreign countries ; they have merely served to
relegate the United States to the source of last resort in filling import
requirements.

Several nonmarket economics represent significant opportunities for
U.S. feed grain market expansion over the immediate few years ahead.
The United States has the opportunity, in our opinion, to participate
in this expansion from a position of friendship and technical assist-
ance which the utilization sectors of these countries consider extremely
valuable, if not essential, to their development.
That trade servicing, representing friendly trade relations and de-

velopment progress, would seem to provide a more sound basis for
human rights influence than what is viewed as selective, punitive
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exclusion of credit that has served only to strain working relationships
and reduce much-needed markets.
We feel that the establishment of agricultural trade offices would

serve to enhance market servicing and market development in a
numbers of ways. For the smaller, specialized, nonresident agricul-
tural cooperator, trade offices offer an opportunity to promote products
from an accessible base of operations concentrating on trade oppor-
tunities and established contacts. We believe that the result would be a,
heightened image for U.S. agriculture abroad, greater efficiency, co-
ordination and impact of marketing efforts, and maximization of
trade opportunities.
We also see a benefit to larger cooperator organizations, but from a

different perspective. The option of co-locating within a trade office
offers greater flexibility in long-term program planning. The U.S.
Feed Grains Council has decided to co-locate within the trade office
in London, and while objective program evaluation might not prove
beneficial for program purposes in other major capitals, the option
will result in a more cost-efficient and effective program in the United
Kingdom.
We feel that establishment of trade offices of benefit to the feed

grains sector would be in regions not now represented by agricultural
attaches or by cooperator physical presence, or inadequately repre-
sented.
In the establishment of agricultural trade offices we would encour-

age careful consideration of the working relationships between the
agricultural attache within the Embassy and the head of the trade
office. We feel that lines of authority and responsibility should still
run through the attache in the Embassy for coordination and smooth-
working relationships among what would be an extended family.

UNITED STATES AGRICULTURAL COUNSELOR

The United States, highly industrialized and urbanized, is in
jeopardy of losing its perception of the importance of agriculture.
This is reflected in the status we bestow upon our official agricultural
representatives overseas.
Their duties, representational, reporting, providing understanding

and insight to the foreign agricultural environment, are conducted
with a high degree of professionalism. We strongly endorse the pro-
posal to give agricultural counselor status to selected posts.
Such designation and concommitant status would simply be in line

with the expectations that official and private foreign sectors have of
the senior resident representative of U.S. agriculture.
We commend the initiatives under consideration to strengthen our

foreign marketing program efforts; and thank you for your leader-
ship in this regard and for the opportunity to present our views.

Senator ZORINSKY. Thank you, Mr. Smedley.
Mr. Kling ?
Mr. KLING. Mr. Chairman and members of the committee, my name

is William Kling. I am testifying on behalf of the American Soybean
Association as their Washington representative.
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Mr. Jeff Gain, our director of legislative and field services, is here
with me.
The American Soybean Association appreciates this opportunity to

present before this committee its concerns and views regarding the
expansion of U.S. agricultural exports.
Our association represents about 350,000 soybean farmers through

administration of soybean checkoff programs which generate funds for
market development, for research and for other beneficial purposes.
Paid up members of our association number 20,000. About half a

million farmers grow soybeans, which are the single most important
U.S. export in many years.
United States agricultural exports are vital not only to the farm

economy and to the welfare of farmers but also to the U.S. balance of
trade and strength of the U.S. dollar. The $6 billion annual export
earnings of American soybeans and soybean products represent about
one-half of the U.S. agricultural trade surplus.
Soybeans are the U.S. No. 1 cash crop and American farmers ex-

port over half of their production. U.S. soybean producers are work-
ing hard to demonstrate to foreign customers that we are a reliable
source of the high-quality protein and edible oil obtained from soy-
beans.
American agricultural trade is facing aggressive competition from

other major food-producing nations and we have lost ground at times.
to this competition because we have not had the tools to compete.
The tools have been insufficient in recent years because -U.S. Govern—

ment programs and funding to develop markets have not kept pace
with potential foreign demand and with inflation. To maintain our
traditional stand as leader in world markets, and to increase demand
for our exports, government support and cooperation are required on
a scale that at least meets programs instituted by our competitors.
The American Soybean Association sets high priority on establish-

ing the Agricultural Trade Offices, provided in the Agricultural Trade
Act of 1978, S. 2968. The world's new emerging markets represent
untapped demand for our crops and farm exports because of the
nutritional needs of great and growing populations and economic
growth often enriched by petroleum wealth.

Agricultural Trade Offices in these nations would spur exports as
well as assist them to meet their food needs. We also endorse con-
tinued market expansion activities and establishment of trade offices
in developed nations. The United States has already invested time
and funds with visible results in these markets which need to be
serviced and expanded where possible such as in the processed food
area. For example, the large number of food products manufactured
from soybeans have great potential in all markets, such as textured
soy protein and other soy protein products.
We support the proposal to give agricultural attaches a status

commensurate with the importance of agricultural trade to the U.S.
economy. Our agricultural representatives should be designated agri-
cultural counselors as other nations designate their agricultural
representatives.
In major markets such as Japan and the EEC, our agricultural

representative should have the status of agricultural minister. We
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believe that the officer in charge of a trade office should report directly
to the agricultural attache or counselor. This will help coordinate
actions particularly those affecting U.S. agriculture in a country and
avoid confusion. The Secretary of Agriculture should keep in mind
career principles for these posts and make appointments on the basis
of professional competence.
Trade channels should be kept open and widened between our

country and potential importing nations. Continued market expan-
sion in traditionally developed markets such as the European Eco-
nomic Community and Japan must be protected from trade restri c-
tions or the threat of embargoes at home, which damage our image
as a reliable supplier to the world.
Trade agreements between the United States and importing nations

beneficial to our farmers must be "protected. I should note parenthet-
ically that the zero binding of U.S. soybeans in the EEC is the
major if not most valuable concession accorded to -U.S. agriculture in
the course of the trade negotiations of the last few decades.
The provisions in S. 2968 and other bills concerning intermediate

CCC credit are needed to provide greater flexibility for export credits
in order to meet competition, as needed, and for special situation.
Such credits of up to 10 years can be used as a transition from the

longer 20- and 40-year terms of title I, Public Law 480. We urge that
these funds and repayments from these loans be made available to
reinvest in handling, processing and distribution systems that facili-
tate our exports.
I would like to make a few comments to clarify our position on the

intermediate credit question. I would like to emphasize that this is
discretionary authority to the Commodity Credit Corporation, and
-would be available when and where needed. It would not necessarily
lae used generally.

Such a provision would give other countries pause in providing
cutthroat, longer term credit to our competitive disadvantage, if they
know that we have the means to retaliate and give equal terms.
It would also be useful in financing breeding livestock and for

meeting credit situations where there is a bunching of credit obliga-
tions referred to by Senator Stevenson.
It would also give us a competitive handle in meeting the longer

term credit offered by other countries.
And, finally, I would like to say we do not necessarily want a cut-

throat competitive race. We want to have the tools to meet what other
people are doing, and also to give them some pause before they
engage in cutthroat competition.
The American Soybean Association supports the bill of the late

Senator Humphrey and Congressman Findley as well as similar bills
which provide for granting CCC credits to nonmarket economies. At
present, Commodity Credit Corporation, credit cannot be extended
to a number of these countries, although Romania, Yugoslavia, and
Poland have benefited from them with consequent mutual benefit to
both -U.S. exports and to these nations. Granting CCC credits to other
nonmarket economies would open the potential of vast markets for
ftgricultural exports.
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The American Soybean Association most vigorously supports H.R.
8309 because without locks and dam 26 on the Mississippi, much of
our exports of soybeans would be jeopardized.
We cite this in this hearing on agricultural exports because without

locks and darn 26 on the Mississippi, through which many of our
exports move, we could not have any export expansion program if
we had a transportation crunch.
All our efforts to promote exports would be in vain if we were

unable to ship our product. The obsolete facilities of lacks and dam
26 are deteriorating. Measures to assure the efficient and continued
functioning of this facility are essential as provided in H.R. 8309.
Work toward this end should proceed without any delay so that
transportation catastrophe is averted.
I understand that H.R. 8309 will be taken up by the Senate on

Tuesday, and that is the reason why I am citing this here today.
In summary, American farm exports make a major and growing

contribution to the human diet in the world. At the same time, they
are basic to the welfare of American farmers and are essential ele-
ments in the U.S. economy generally.
Measures to enhance the position of U.S. agricultural exports are

needed, particularly the extension of CCC credits from the present
3 years to 10 years when necessary.
The granting of such credits to nonmarket economies would pro-

vide a great boost to exports. Measures that provide U.S. agricul-
tural exports with the tools needed to do a more effective job are
needed, particularly opening of trade offices to facilitate such trade
and also according our agricultural representatives a status commen-
surate with the importance of their mission, that is, designation of
U.S. agricultural representatives as agricultural counselor and/or
agricultural minister, depending on the importance of the mission.
Finally, without adequate transportation, the maintenance of U.S.

exports and export expansion could not be realized so that measures
to assure the continued and efficient functioning of locks and dam 26
should be given high priority. We hope that H.R. 8309 will be adopt-
ed in the Senate when it is considered next week.
Thank you, Mr. Chairman.
Senator ZortiNsic.Y. Thank you, Mr. Kling.
Senator LUGAR. Mr. Chairman, I would just comment that I ap-

preciate Mr. Kling's point. Several bills give authority to the Secre-
tary of Agriculture with regard to credit terms. I think there may
have been a misunderstanding in the minds of some of the administra-
tion persons this morning, who felt that this was sort of being
mandated.
But clearly, this is simply another weapon the Secretary has in the

event that others are invading the international markets with the
weapons at their hands, in terms of credit. And we simply feel that
our Secretary ought to have this, and likewise, we hope that the
Secretary of State and others would want us to have that too and
not to be so inhibited in our ability to compete.
So I appreciate your highlighting that. I would simply add, as

further comment—because you have given some additional testimony
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on lock and dam 26—I think, obviously, those of us in favor of ex
-

ports are very hopeful we can move toward getting that fixed up and

will be looking forward to the debate. I hope it can be expedited. It is

clearly a bad situation.
And the matter of the Ohio River, the Great Lakes ship routes,

the St. Lawrence Seaway, each of these things are tremendously

important.
I appreciated your remarks.
Mr. KLING. Thank you, Senator.
Senator ZORINSKY. Mr. Kling, I would like to ask you a question

concerning your thoughts on the ability of the soybean industry to

react to importations which, through aid from the World Bank, have

become competitive; for instance Malaysia.
I had breakfast with Robert McNamara yesterday. I bring this up

because one of the questions I asked him concerned Brazil's dipping

into quite a lion's share of the business from Japan, which we used

to have—and the competitors we create for ourselves with the money

market that we provide in many areas of the world.
Do you have any comment ?
Mr. KLING. I am very glad you asked that question. I have been

on both sides of the fence, because in spite of what everybody said

about the State Department, I used to be with the State Department.

The American people are a very generous people. We have a great

interest in the welfare of the world, and we have shown this materially,

and otherwise.
Now, the American Soybean Association has considered the prob-

lem very carefully, and as you well know we have come out very

vigorously against the subsidization of palm oil production.
Now, let me explain how we come out on that.
We, the American Soybean Association, have helped other countries

produce soybeans. We have given them technical assistance to produce

soybeans to feed their own people. We are much aggrieved when we

find that the U.S. Government, and international organizations, are

subsidizing the production of palm oil, or any other oil seed that

competes with us in the affluent export markets of the world.
Now, let us take palm oil as an example.
Palm oil produced in Malaysia is exported. It is exported to Japan.

It is exported to the United Kingdom. It is exported to the United
States. Little is consumed by the people of Malaysia. Little is exported
to the underdeveloped or poor people of the world. It is exported in

icompetition with soybean oil n the affluent countries of the world.
And we feel that this is most unfair, because the cost of producing
palm oil is on the order of 12 cents a pound, landed in the United
States.
Now, as you probably know, the price of palm oil today is in the

area of 28 cents a pound. We maintain that you do not have to
subsidize a commodity which has such a high profit margin. In fact,
it always amazed me that the World Bank has come out this way, but
I guess they are bankers; as they say, they are looking for a viable
project. You receive as profit more than twice your costs when you
market the product.
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So that we have no objection to anyone producing—well, to say,
we have no objection is a presumptuous statement, in a way. Everyone
has a right to grow crops of their own choosing.
However we do object to subsidization of products which are not

used to feed hungry people, but are used to feed the fat of the world,
so to speak, in competition with our exports.
Thank you.
I would like to elaborate. I could talk for about an hour on this,

Senator, but I have given to you in a nutshell where we come out on
that.

Senator ZORINSKY. Mr. Hall, I would like to ask you a question.
Recently, with the advent of the farmers' presence here in Wash-

ington, D.C., I often heard the comment that no matter how, much we
increase our exports of wheat to foreign nations, it really does not
enhance them or benefit their economic situation, because we always
seem to sell it at such a low price that it weakens the farmer's ability
to survive in the market. In other words, I guess what I am saying is:
You. know we can create a new market for great volumes of wheat,
but at what price? And, of course, that is the key.
Do you have any comment?
Mr. HALL. I think history tells us what volume wheat export will

do with respect to farm income. If you take the period 1972 through
1975, f.o.b. prices of wheat were in the neighborhood of $5; ex-farm
prices were in the neighborhood of $4.
With respect to the dialogue you had this morning with several

witnesses, we have had a firming up of prices over the last 6 to 9
months;  resulting in a dollar increase on ex-farm prices because of
increased f.o.b. volumes of wheat basically because of the increased
export volume. Nevertheless, as Senator Bellmon pointed out, wheat
prices in the country have taken a setback this week. Nevertheless, the
picture is very bright for sustained, higher volume of U.S. wheat
exports now and in the 1978-79 season, the result of which will cer-
tainly be increased prices to farmers in the country.
Wheat prices have moved higher, but it is on the basis of stronger

fundamental factors in the international market. The U.S. is essen-
tially the only supplier of wheat between now and the end of calendar
1978. I suspect that with greater export volume, there will continue
to be stronger price in cash and FOB wheat.

Senator ZORINSKY. Do you feel that a national commitment to an
industry such as agriculture creates a barrier to competition in the
world market?
For instance, a great deal of subsidization in the area of transpor-

tation with respect to Canadian wheat, and Brazil's Government
subsidizes their agriculture.
Mr. HALL. Notwithstanding Mr. Bosworth's remarks this morning,

I suspect that subsidization of Canadian wheat exports is far greater
than we realize. There are indirect domestic subsidies, on rail trans-
portation. And we do not know at all the undisclosed terms on which
the Canadian Wheat Board makes exports and such matter as credit,
interest rates, terms of repayment, and so forth.
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As you know, the Canadian Wheat Board has little if any responsi-
bility to make public reports to either Parliament or wheat farmers
the specificities of actual transactions, with one or two exceptions:
annual volume and annual gross aggregate value of wheat export
sales.
We do not know; the State Department does not know; and the

Canadian wheat farmers do not know, and U.S. wheat farmers do
not know fully the details of Canadian wheat export sales transac-
tions.

Senator ZORINSBY. Thank you.
Do you have any questions?
[No response.]
Senator ZORINSKY. The next witness is Richard Arsenault, vice

president, American Express International Banking Corp. accompa-
nied by Robert Scholle, assistant vice president and head of the
Agribusiness Department.

STATEMENT OF RICHARD ARSENAULT, VICE PRESIDENT, AMERI-
CAN EXPRESS INTERNATIONAL BANKING- CORP., ACCOMPANIED
BY ROBERT SCHOLLE, ASSISTANT VICE PRESIDENT AND HEAD,
AGRIBUSINESS DEPARTMENT

Mr. ARSENAULT. Senator Zorinsky, members of the subcommittee.
My name is Dick Arsenault and I am a vice president of American

Express International Banking Corp., American Express Plaza, New
York City, and I have with me today Mr. Robert Scholle, who had
to take a telephone call, and who is assistant vice president and head
of our Agribusiness Department.
Our organization in the past few years has become quite active in

the area of support for exporters of U.S. agricultural commodities
and related products. We have worked with such organizations as
the Southern United States Trade Association, the Eastern United
States Agricultural and Food Export Council, the Old West Regional
Commission, and many cooperators to the Foreign Agricultural Serv-
ice. Mr. Scholle sits on the Board of Directors of the Animal Air
Transportation Association and the Agribusiness Council. He will
soon join the Board of the U.S. Meat Export Federation.
We have come here today to speak before you concerning proposed

bills S. 2385 and S. 2968.
To give you some background on American Express International

Banking Corp., AEIBC was incorporated in 1919 as a wholly owned
subsidiary of American Express Co. to take over international busi-
ness which the parent company previously then had conducted at
many locations in Europe and Asia. One of these businesses was
international trade finance which, today, is a principal AEIBC activ-
ity. I might note here that our business is exclusively international.
On the U.S. side, our New York agency only provides financial

services incidental to our business outside the United States, Thus, it
is particularly appropriate that AEIBC should be represented here
today.
In recent years, as AEIBC has intensified its efforts to support the

export of U.S. goods and services, it was recognized that certain
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industry-segments and geographical markets should be identified and
brought together if their full growth potential were to be realized.
Accordingly, I was given the responsibility in 1974 to organize a

unit to trace growth and changing patterns in the flow of interna-
tional trade as reflected in our own worldwide trade financing activ:
ities.
AEIBC was in a good position to undertake this kind of analysis.

With 65 commercial banking offices in 29 countries—a coverage which
encompasses virtually all the trade and financial centers of Europe,
Asia, and the Middle East—AEIBC branches or subsidiaries usually
are located at both points of origin and destination. Hence, all phases
of all financial transactions between exporters and importers in or
near such cities can be handled completely within the network.
From our analysis, several U.S. industry sectors emerged as growth

potential candidates—none, however, demonstrated higher potential
than did agriculture. After all, everybody has to eat. And my own 15
years experience in high absorber areas for agricultural goods—
namely, Japan, Pakistan, India, and Taiwan—have given me some
insight into the problems faced by U.S. exporters: First, in trying to
find credit-worthy buyers second, in getting the product out of the
ground or oft the range into the buyers' possession. Any export pro-
gram that takes the mystery out of selling to foreign markets has got
to produce results.
In the past, unless you were a sophisticated co-op Or a major com-

modity house, you had no interest in getting involved with the com-
plexities of marketing in a foreign environment. Today, the situation
has changed: (1) The demand is there (2) the price is often more
attractive than in domestic markets—to say nothing of the need to
increase foreign sales if we are to ameliorate our balance-of-payments
problems.
With specific reference to the bills under consideration, we would

unhesitatingly endorse S. 2968 on the basis that the United States has
seen an erosion in its share of world agricultural markets. No one is
in a better position than AE113C to know this—wherever we or our
subsidiaries operate, we are financing trade between countries.
Regarding S. 2968, we know from firsthand experience that U.S.

agriculture attaches are at a competitive disadvantage because of their
subordinate position within the diplomatic community. Their com-
petition outranks them and enjoys the credentials to approach foreign
governments at ministerial levels. We enthusiastically endorse provi-
sions of S. 2968 to accord counselor status to our senior agricultural
attaches abroad.
With reference to S. 2968, the functional description of scope and

intent as set forth in the bill is clearly defined.
We favor the notion to establish and place specific agricultural

trade offices and facilities in countries of high potential and in an
environment more conducive to the conduct of business.
We feel that because the nature of agricultural commodities are

so specialized, they need to be looked upon as a speciality product.
We, as well as other major financial institutions, recognize this

uniqueness and have organized ourselves accordingly. Our endorse-
ment, however, would be contingent on the incorporation of a provi-

28-747-78----6
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sion for objective performance measurements on the respective new
trade officers, coupled with a performance review to be undertaken
at regular intervals. For example, one measure might be dollar volume
of new business originating with new buyers who have been re-
searched, identified, and sold by the agricultural trade officer.
As regards S. 2385, with its provision calling for an increase from

the maximum of 3 years to allow terms in excess of 3 years but not
more than 10 years to be financed by the CCC, we support this type
program with the understanding that the extension of terms would
be used in a discretionary manner to promote the sale of agricultural
commodities and to keep the U.S.A. in a competitive position.
However, in specific areas such as breeding livestock where a mini-

mum of 5 years is a more realistic repayment schedule, it is in these
select areas where longer credit terms should be the norm under this
program.
We would like to make the point that in working with the CCC,

their programs have been helpful to agricultural exporters and that
increasing specific credit terms can only serve to help make U.S. agri-
cultural products more competitive.
We would also like to note that an amendment to be made on line

6, section B, to read, after "the Commodity Credit Corporation,"
"with breeding livestock accorded both cost and freight status."

It is our opinion from experience in working within this industry
that breeding livestock should be considered as a special situation.
Breeding livestock most often is shipped via air as opposed to other
commodities which normally are shipped by surface or sea transpor-
tation.
The cost of the air transport is considerably greater than the other

modes of transportation and in many instances may range between
35 to 55 percent of the value of livestock.

Assistance in extending terms for these freight charges will greatly
enhance the future sales of the U.S. breeding livestock.
I appreciate the opportunity to present this testimony to the com-

mittee and you can be assured of our continued support in programs
promoting the exports of U.S. agricultural commodities.
Senator ZORINSKY. Thank you, Mr. Arsenault.
Senator Lugar ?
Senator LUGAR. I have no questions.
Senator ZORINSKY. We have talked about these bills which prescribe

the positions we feel need to be created in order to—in a more viable
manner—represent agriculture throughout the world as a means to
offset our deficit and balance of trade.
• How, in your opinion—or do you have any suggestions to offer—
can we assure that these individuals, once they are appointed, once
they are in place, do in effect have agriculture's interest at heart?

Evidently, we have got people, even in the U.S. Department of
Agriculture who, in the eyes of many, do not have agriculture's
interests at heart. When you are trying to create an export credit bill
for the industry called agriculture, how do you assure that these
individuals are an extension of the will of the people producing
agriculture for the rest of the world?
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Mr. ARSENAULT. Senator, "management by objective" is how
 I would

handle it, the same way we did with Bob Scholle when he was p
ut in

•charge of our new agribusiness unit.
We had him research key agriexport markets: We then iden

tified

the trade patterns to certain countries that looked like goo
d target

markets as we had no previous business from these markets we
 gave

Bob certain objectives he was to achieve with the unit: for in
stance

if the total export trade volume for a certain product to a sp
ecific

country was say $100 million a year, Bob was given a job obje
ctive to

.capture during the year 10 percent of the export trade resultin
g from

this volume. To do so he was required to research this market s
egment,

finding out who the buyers and sellers were, terms of the trade 
and

then using all the arrows of business experience that were stored
 up

in his quiver of learning, so to speak, stalk the market, and hit
 the

target through achieving the export finance goal set for him.

He was then evaluated on how good or bad a job he did tow
ard

achieving his job objectives.
It is by establishing a set of job objectives for these people t

o

achieve during the year that will assure these individuals are th
e

extension of the will of the people producing agriculture.

If it can be clearly identified that their individual efforts resulted

in opening up new markets for agricultural products that have ne
ver

been sold before or increased volume of sales for current produ
cts,

this would be clearly an indication back home that these represe
nta-

tives are achieving results/objectives set.
Senator ZORINSKY. Well, in our Government, titles seem to be mor

e

important, in many instances, than the actual substance of the issu
e.

I guess I should take it back to the word "management."

Mr. ARSENAULT. Yes, sir.
However overseas the name of the game still calls for diplomacy in

the sense that titles play an important role.
Senator ZORINSKY. Of course, diplomacy is synonymous with the

State Department, and the State Department is not synonymous with

agriculture.
Mr. ARSE1VAULT. The pecking order is still important in getting a

job accomplished.
Senator ZORINSKY. Thank you.
Our last witness to testify today will be Mr. Jerry Goodman, the

executive director of the National Conference on Soviet Jewry.

STATEMENT OF JERRY GOODMAN, EXECUTIVE DIRECTOR, NA-

TIONAL CONFERENCE ON SOVIET JEWRY; ACCOMPANIED BY

MARINA WALLACH, WASHINGTON REPRESENTATIVE

Senator ZORINSKY. Mr. Goodman, your entire statement will appear

in our committee record as having been presented in whole. If you

would like to either summarize or refer to the text in any way, why,

feel free to do so.
Mr. GOODMAN. Thank you, Mr. Chairman.
I appreciate your patience in terms of the lengthy session this

morning.
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I have been asked by our chairman, Mr. Eugene Gold, who is al,-;o,
the district attorney of Brooklyn to extend his apologies. He is attend-
ing the meeting of the executive board of the National Association of
DA's in Colorado Springs, and would have liked to have been here.
Mr. Chairman, we welcome this opportunity to appear today and

present some views concerning legislation pending before this sub-
committee. Our Washington representative, Marina Wallach, whom
some of you may know will join us. For those who may not be
familiar with our organization, the National Conference on Soviet
Jewry is the central coordinating body on policy and program in this
country concerning the large Jewish minority in the Soviet Union.

Thirty-nine national organizations and hundreds of local affiliated
councils, federations, and committees comprise our constituency.
Our concern for human rights is one of a long-standing commit-

ment for all people whose rights have, been trampled upon. We have
learned from recent history that when the rights of a minority, such
as those 3 million Jews in the U.S.S.R. are threatened, all people are
threatened. By securing those rights for Jews in the U.S:S.R., we are
in fact helping secure the rights for all people. Indeed, their struggle
becomes our straggle.
This committee is now considering various bills which among other

things, would authorize the Commodity Credit Corporation to finance
export credit sales of agricultural commodities and to authorize non-
market economy countries to participate in certain programs of the
Commodity Credit Corporation.
These bills would amend the Food for Peace Act to allow the CCC

to offer credit for up to 10 years, rather than 3 years. They would
also remove legal restrictions that currently make nonmarket econo-
mies ineligible for CCC credit.
We are in full sympathy with the needs of American farmers to

increase their income, especially through the expansion of sales.
Mr. Chairman, I have just been joined by our Washington rep-

resentative, Marina Wallach.
Senator ZORINSKY. Welcome.
Mr. GoonmAN. This subject has been pending with the Congress and

the White House and we trust that effective legislation will be forth-
coming, and soon. However, in our view, the proposed legislation
would not help the beleaguered American farmer in any measurable
degree. It would certainly aid a few corporations who trade in agri-
cultural commodities and who have already reaped great profits in
grain sales to the 'U.S.S.R. over the last few years.
Only a few years ago, these notorious sales not only did not benefit

the mainstream American farmer, but drove consumer prices up for
such basic staples as bread. Hopefully, we have learned from that
experience to move cautiously in this sensitive area.
Mr. Chairman, a number of concerns are raised with the proposed

Nearly 4 years ago, when the Congress passed the so-called Jackson-
Vanik amendment to the Trade Reform Act, the American people
and its leaders took a moral stance. I recall Senator Bob Packwood of
Oregon, at a hearing on the amendment, exalt the idea that this
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country and its people were finally putting moral principles above
and before pecuniary interests when it supported the free right of
people to emigrate, especially for oppressed minorities.
At a time when this administration firmly advocates its continued

support for the advancement of human rights, and has gained the
support of millions of men and women in countries where we have
friendly as well as adversary relations, it is unclear as to why this
Congress would begin the steps which would dismantle this unique
statement of concern for human dignity.
As Senator Henry Jackson said in proposing his original amend-

ment:
Long before the President went to Moscow, I was one of the handful of

Senators who sponsored the East-West Trade Relations Act to promote trade
with the Soviet Union. But while we do some bargaining with the Russians
over dollars and rubles, let us do some bargaining on behalf of helpless human
beings. When we talk about free trade, let us talk about free people.

While we have witnessed and welcome an increase in the number of
Soviet Jews and others allowed to leave the U.S.S.R. since September,
1977, we have yet to see if this is to be an ongoing trend or a short
-,park of hope for would be applicants. If it continues to increase
over a respectable length of time, I am certain we would all want to
-ee how this impacts on United States-Soviet trade relations. We
believe, however, that this is too soon.
The fight for free people was a commitment expressed by Ambas-

sador Arthur J. Goldberg and the U.S. delegation at the recent Bel-
grade Conference to review the implementation of the 1975 Helsinki
Act. -
The Ambassador made clear before our recent National Leadership

Conference, held in Washington, that "The ideals to which the U.S.S.R
has committed itself are still far from a realization."
"Over the long run," the Ambassador pointed out, "I am confident

that the powerful idea of human rights, not only for Jews but for
all, which has now become a central element of the Commission on
Security and Cooperation in Europe, must prevail."
Our Ambassador took a firm moral stand. We believe this truly

reflects the direction of this country as well the will of the American
people.
Mr. Chairman, in years past, the CCC sales program has been

helpful in expanding U.S. farm markets in Eastern Europe, North
Africa and other areas. It has been useful in meeting competition
I Tom other suppliers who also provide credit terms.
We recognize that the use of CCC credit is presently limited to

Poland, Yugoslavia and Romania. Bulgaria, East Germany, Czecho-
slovakia, Hungary and the U.S.S.R. are not eligible because they
lack "most favored nation" status, and the 1974 Trade Act limits the
use of Government credit to nations with MFN tariff privileges.
However, the President has announced his intent to try to include

Hungary at some point. It is reasonable to expect this, and that
Hungary will become eligible. Bulgaria does not need our grain cred-
its. We should therefore, bear in mind that among all these nations,
it is the Soviet Union which would be the single largest purchaser,
and probably for years to come,
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Unlike other countries, the United States is not forced to sell our

resources at low prices. Most of the proposals before this committee

would encourage countries like the Soviet Union, who need our

commodities, to buy them.
The goal of expanding such sales would be welcomed by all Ameri-

cans. In fact, existing legislation allows for such purchases, not

with substantial credits but at market value. It is therefore dis-

turbing that such credits could be extended to countries who are now

prepared to buy for hard currency, anyway.
Based on discussions we have had with leading academicians and

observers of the Soviet scene, it is not even certain that the U.S.S.R.,.

while it would accept the proposed legislation, is actively pursuing

these proposals. It may be that they attach far less significance to
the issue than do some in this country. Indeed, they could be more
interested in solving the larger issue of broad-based trade relations
with this country.
Assuming this is so, why grant that which is not really necessary,

or which is not being sought by the U.S.S.R., and at the same time
weaken existing legislation and threaten the moral commitment this
very body has already assumed?
If our trade relations are to be reviewed because of varied national

interests, then we respectively suggest that it not be done in this man-
ner. Let us not act in haste, or for symbolic rather than meaningful
reasons, and piecemeal dismantle the law of the land which, in this
instance, also speaks for fundamental principles.
Mr. Chairman, I thank you.
Senator ZORINSKY. Thank you, Mr. Goodman.
Senator Lugar?
Senator LUGAR. Mr. Chairman, just for the sake of clarity on these,

bills—because in your testimony, you lumped them all together—I
would say that on behalf of Senate bill 2405, which I have sponsored,
that I think it recognizes the point which you have made. I suspect
there are bills that do not, and this is one reason they are referred
jointly to the Agriculture Committee and the Committee on Finance.
That may be a way of differentiating the group of bills that fall in

one group or another.
And I appreciate your testimony, because I agree with it. But I

would simply indicate, for the sake of clarity, that having recognized
the validity of your viewpoint, we still seek your support with the
thought that there are some things to be said in a humanitarian way
about the extension of credit to countries abroad that have a real need
for building up an infrastructure that will help feed people in those
countries, and I see those countries as a very different group: the
Warsaw pact nations, or the Soviet Union, or others that are covered
by the Jackson-Vanik amendment.
And I think very clearly this is something that the subcommittee

and committee will have to wrestle with, come down on the side of the
question that you have suggested.
And I would appreciate your comment on that.
Mr. GOODMAN. Senator, we appreciate your own recent comments,

and I accept the need to differentiate between the various pieces of
legislation.



83

What we have tried to do, for the record, is support a principle
which is affected by some but not all of the bills proposed. I accept
the modifications.
There is no question that people who are starving, people who need

food, and who can also provide a market for surplus grain products
need our support in any legislation. I would encourage such sales to
those countries. I am sure it would have the support of Americans,
Jewish or non-Jewish, this organization or any other. To the extent
possible, we certainly supported that principle.
Our concern is in the particular reference, such as the bills intro-

duced both in the House and the Senate---with which you are familiar—
which would extend credits with a very broad brush, taking into
account the concerns we have raised. And we appreciate your own bill,
which attempted to differentiate.
I was also very much interested in Senator Stevenson's earlier

comments, which have also been taken into account. These concerns
perhaps represent an interesting approach.
Any formulation which this subcommittee could develop, which

would meet our concerns, I think would have our support.
Senator LUGAR. I appreciate those comments, because, clearly, to

have this—for the American farmer, and likewise for the Conference
on Soviet Jewry—and I would not want to create antagonism among
the various groups. This is not intended. And in this case, it appears
to me that you likewise, for various reasons, would have sympathy,
full sympathy for American farmers, who have higher incomes
through greater export policy, to the extent that does not violate the
basic principle .of your testimony, would have enthusiasm for that
idea.
Mr. GOODMAN. Yet, some of our own leaders are farmers. So I

would certainly support that.
Senator LUGAR. Thank you, Mr. Chairman.
Senator ZORINSKY. Thank you, Senator.
Mr. Goodman, concerning Senator Stevenson's suggestion earlier,

his testimony that the export credit not be extended, wholesale, to
nonmarket economies, but rather that the President send to Con-
gress a list of countries to approve, how does the National Confer-
ence on Soviet Jewery feel about Senator Stevenson's proposal?
Mr. GOODMAN. I will be very candid, Mr. Chairman. We only

received his approach this morning. It is sufficiently interesting and
along the lines we should like to support. It deserves more attention
by us, and I would be happy to bring this back to our leadership
and, keeping in mind your own calendar, get back to you with our

s.
Senator ZORINSKY. I would appreciate it if you could just reply

to the committee for our records.
Mr. GOODMAN. I would be pleased to do that.
Senator ZORINSKY. One last question.
I notice, both in the oral statement that you gave and in your

written testimony you referred to the notorious sales to the Soviet
Union as not benefiting the American farmer but driving up the
consumer prices for such basic staples as bread.
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In 1973, though, the farm price of a bushel of wheat was around
$4.30, and last year, it was down to about $1.76.
Do you have any explanation as to why bread—if in fact it is a

fluctuation of the farmer that creates it—why bread prices did not
tumble half of their previous price?
Mr. GOODMAN. I am not a specialist in this area, Mr. Chairman,

but I suggest that Mr. James Trager, in his book, "Amber Waves
of Grain, might give a better clue to that process than any testi-
mony I could offer.
As a consumer I can merely say that in 1972, when those deals

were arranged with the Soviet Union, was it not shortly thereafter
that the price of bread went up? Why it did not tumble—I do not
manipulate or deal with the market—suggests closer investigation.
Senator ZORINSKY. You are aware, then, that the farmer does

not package the bread, nor does he create the new contract for the
preparation of the bread, nor does he advertise the bread. And these
are many other items that go into making up the cost of the product.
Mr. GOODMAN. As I indicated, Mr. Chairman, it was our view—

and whatever data is available supports the view—that it was not the
farmer who benefited greatly from the wheat agreements or the con-
sequent or subsequent market manipulation, but a few large cor-
porations who 
Senator ZORINSKY. Well, then, I would think it would be a more

credible statement if you said that the bread industry's prices in-
creased, since there are certainly more factors involved than the
farmer producing a bushel of wheat. And this is the reason a lot
of animosity developed between the consumer and agriculture, in
specifically looking at—I will use the word, because we are all
familiar with the word—pointing to a minority who are to blame
for something that happens which is not in the interest of everyone
concerned.
Mr. GOODMAN. I would be happy to amend my statement.
Senator ZORINSKY. Thank you. I appreciate that.
And thank you very much for coming here and testifying. We

appreciate having you.
We will now stand adjourned, and we will resume this hearing

at 10 o'clock tomorrow morning in this same room.
We stand adjourned.
[Whereupon, at 12:15 p.m., the subcommittee recessed, to recon-

vene at 10 a.m. Friday, April 28, 1978, in room 324, Russell Senate
Office Building.]
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FRIDAY, APRIL 28, 1978

U.S. SENATE,
SUBCOMMITTEE ON FOREIGN AGRICULTURAL POLICY OF THE

COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room 324,
Russell Senate Office Building, Hon. Richard Stone (chairman of
the subcommittee) presiding.
Present: Senator Stone.
Senator STONE. The Subcommittee on Foreign Agricultural Policy

will come to order.
This is the second day of hearings regarding export promotion and

we will start with Mr. Joseph Halow, the executive director, North
American Export Grain Association.
We will follow the same rule of 10 minutes, plus 10 minutes for

the Senator's questions.

STATEMENT OF JOSEPH HALOW, EXECUTIVE DIRECTOR, NORTH
AMERICAN EXPORT GRAIN ASSOCIATION

Mr. HALOW. I would really like to summarize my statement.*
First of all, I would like to apologize. I expected to bring with me

one of our members. You might have been able to speak with him
regarding what could be done to expand export policy. But un-
fortunately, in trying to get here on relatively short notice, he was•
not able to come, so that I am here alone.
I appreciate the opportunity to testify, to present the statement

before this committee, because you are obviously very much in-
terested in exports and export policy. We would like to discuss what
are the requirements for a good export program.
The first and primary requirement for a good grain export pro-

gram is a firm dedication to such a program. We speak a great deal
about the grain export program, but the United States tends to,
wax hot and cold on exports.
There are times when we are extremely aggressive, which is when

there is an oversupply here in the United States. And at other times,
when supplies are less abundant we seem to back away from them.
I do not feel that a dedication to exports has always been evident

in our own agricultural policy, and yet I think a good export pro-
gram should be the cornerstone of agricultural policy.

* See p. 175 for the prepared statement of Mr. Halow.

(85)
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I think that if the events of the last several years are any in-

dication, it must be obvious that only in good export years has farmer
income been adequate. Had, for example, the United States been a
more aggressive wheat exporter during the 1976-77 marketing year,
and the early part of this marketing year, there would probably
have been no farmers' strike, and there would also not have been
the resultant pressures for a different type of legislation. There
would not have been the horrible that was created by the
pressure for higher farm supports and the disappointment among
-the farming community when the Emergency Farm bill was defeated.
I feel that the export programs support domestic agricultural

policy. In fact, it seems to be the only viable form of support. I think
we can forget domestic policy as a means for improving farm income.
Expanded exports do the job without placing the burden for sup-
porting agriculture on the taxpayer. And f think we are seeing
pressure from consumers with regard to what they want to expend
for food and agriculture.
There are several other points which I have listed, in my pre-

pared statement which I think could be good programs for increasing
agricultural exports. Of course, the first one is price competitiveness.
We are deceiving ourselves if we think people buy on the basis of
friendship alone. People do look at price. They look at a combination
of quality and price. The United States should try to maintain a
competitive stance in the world market all the time.
One of the reasons we lost exports during the past market year

is that other exporters were much more aggressive than the United
States, and continued to undercut our prices. During the past mar-
keting year rather then try to compete, the U.S. stated that it would
never again resort to the use of export subsidies.
I certainly do not recommend the use of export subsidies and am

philosophically opposed to them. I do feel however, that the United
States should be in a position to tell other exporting countries that
if they are going to cut the prices, the United States is prepared to
do the same thing. Standby authority to institute subsidies would
be helpful, since a threat probably would suffice. It is certainly not
helpful if the United States stands back and lets others subsidize
their exports, while we say we will never do so to compete with
them. This gives them perfect license to continue unimpeded.
Another important point, is credit. We do have some credit pro-

grams in the United States, but I feel that frequently they are tied
to political considerations. I feel it would be better if they were
kept on a strictly commercial basis. I think CCC should be kept
completely commercial. This 3-year credit is a commercial term of
credit.
I would like to see these incentive programs, GSM, credit and the

Public Law 480 program, extended to some of the nonmarket countries
where I feel this would help expand sales.
I feel it also might be helpful if we had some type of interim

term credit which would be for a period longer than the 3-year CCC
credit and the longer term Public Law 480 sales, which are con-
sidered a concessional program. CCC credit, is extended for periods
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of up to 3 years. We would be able .to compete with some of the
other exporting countries if we had a credit that would be, say,
for 5 to 10 years. Such a program would help wean people away
from the concessional Public Law 480 program and get them into
strictly commercial buying, as their own economies progress and
their buying practices do, too.
I think timely shipment of U.S. grain is extremely important. I

feel that we should do everything we can to keep port and trans-
portation facilities open for grain shipments. Part of the problem
of lower prices during the past several months has been due to trans-
portation tieups which caused the grain to back up into the country,
reducing the price to the farmers.
I think we have to maintain a lower overhead, yet we have in-

stituted some programs which are increasing overhead unnecessarily,
such as the grain inspection service, for example. We do not question
the need for an adequate inspection system, but this system has been
expanded much further and is costing much more than Congress had
apparently ever anticipated. I feel that we should try to cut down
the overhead. An immediate example of the exorbitant cost of this
program is provided by the case of a farmer cooperative in the Mid-
west. The highest item of overhead for this co-op was labor of $5,400
in a week. When the FGIS moved in, the operator was shocked to
find that the cost of grains inspection and weighing amounted to
about $6,200 for the same period. This was almost $1,000 more than
his total cost for labor during the same period of time.
I think we should engage in better market servicing. There are

many foreign buyers who do not understand our marketing system
and I feel we should be explaining it to them, discussing with them
I think that we should engage in more of qualities and availabilities.
We do some of this already, but I think it can be intensified, and I
think our market servicing can be expanded to other areas. This
would let foreign buyers, for example, be more aware of what
market movements might be, the availability of supplies, et cetera,
all of which help them in their buying practices.
I think that foreign buyers tend to buy from the country which

serves them the best and supplies them the best information.
Then again, I think the trade policy of the United States is ex-

tremely important. I fear that we have restrictions in effect on sales
to certain areas, and I think we should. re-evaluate our policies to
determine if they are in our own best commercial interests. I fear
they are based on political rather than commercial considerations.
I realize, of course, we have certain political goals, both in the

United States and abroad, but I feel that they should be divorced
from our commercial interests.
I think some of our credit programs should also be made available

to some of the nonmarket countries. I do not see how this would
cause us any particular problem. I feel the United States still dis-
criminates against some of these nonmarket countries by imposing
restrictions on them not applied to other countries, as, for example,
not extending credit to the Soviet Union. There are also other re-
strictions on sales to some of these countries, such as U.S.-flag ship-
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ping requirements, refusal to extend most-favored-nation status, and
quantitative restrictions.
I feel that lifting these restrictions would be quite helpful. Many

of the comments above with regard to marketing servicing to our
customers in general apply even more to those in the nonmarket
countries. They know less about our system and are quite concerned
about access to supplies from the United States. They are actually
completely dependent on grain imports and concerned about their
ability to import grains on a continuing basis from the United States.
I feel that some of them are really quite nervous about their ability
to continue to come here.
Then I feel also, we have to consider purchasing from some of

these countries, improving their own access to our markets, so that
they can keep buying from the United States. We cannot discrimi-
nate against their products, shut off our markets to them, and expect
them to buy from us, other than when they actually have to.
As I mentioned above, the U.S. grain exporters are very much con-

cerned and extremely anxious about the agricultural economy and
want to do what we can to try to stimulate a much better and freer
export policy, which we feel would be very much in the interests of
the U.S. farmers. We have offered our services and advice, but have
been quite disappointed, frankly, that the Administration's attitude
has ranged from something like apathy to almost downright hostility.
I think this is rather difficult to understand. I feel that certainly in
this particular area our own interests have run parallel. The interest
of the grain exporters runs completely parallel to that of the farmer.
Both want the largest possible volume of U.S. grain exports. What
we are both working toward is an expansion of the export markets.
We must be consistent exporters, for if we do not remain in the

market all the time, we wind up back in the role of being a residual
supplier, which is what happened to us last year. This is what led to
our problem. The United States must realize that it is very de-
pendent on its agricultural exports.
I thank you for the opportunity to present our views, and I

think this will complete the summary of my statement.
Senator STONE. Thank you.
What current problems do we face from foreign export competi-

tors, as to subsidies in price cutting? Give us a few examples.
Mr. HALOW. The most blatant example of very serious price cut-

We consider Brazil our traditional market, but Argentina does,-
ting, was what took place in Brazil during the last marketing year.
too. It is a very good market. Argentina, which is a fairly large
supplier, came in and undercut U.S. prices constantly to such an
extent that although we normally sold to Brazil each week against
their tenders, we did not sell anything to Brazil for about 7 months.
Senator STONE. By means of subsidies, or was this because of price

cutting in their own country?
Mr. HALOW. It is a subsidy, a disguised subsidy, and one taken, in

effect from the farmer's pocket. The Canadians do the same thing. In
their system, the Wheat Board establishes the sales price wherever
it wishes and then works back from that to determine the price that
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the farmer gets. The farmer receives, in effect, whatever is left over.
The Canadian Wheat Board sells at whatever price it can get, cutting
prices in order to obtain sales. At the end of the fiscal year, the year
for which it makes its calculation, it deducts its overhead and
various other costs. What is left over goes to the farmer.

Senator STONE. How should the United States respond to that type
of price cutting, or that type of indirect subsidy?
Mr. HALow. The United States should tell other exporting coun-

tries that if they are going to cut prices, we will be prepared to in-
stitute a subsidy in order to compete. Theirs is a subsidy, whether it
is disguised or not, and we should tell them we can do the same thing.
The United States should have a standby authority for a subsidy
whether or not a subsidy is ever instituted.
Senator STONE. Is it measurable to the extent that the United

States would be able to do that kind of subsidy?
Mr. HALOW. Oh, yes. What the Canadians are selling at, for ex-

ample, we know. They do not announce their selling price, but the
exporters generally know what the prices are. Normally these are
known in trade circles.

Senator STONE. How would such a competitive response subsidy
operate economically, if you were designing it?
Mr. HALOW. Well, I think that the -U.S. Government would prob-

ably, again, pick up the difference. The U.S. Government could pick
up the difference between a higher domestic price and the price at
which the export sale would have to be made; that is, the price at
which we could compete.
Senator STONE. Would that not give, for example, the Canadian

'Wheat Board the ability to set world prices just by compelling us
to make a subsidy and meet their price?
Mr. HALOW. They would probably be loathe to cut prices severely

if they knew we would do the same.
Senator STONE. So you feel that standby authority, with funding

and capacity to form, would prevent that kind of indirect subsidy
or severe price cutting, apart from genuine costs, in the world
market?
Mr. HALOW. I think it would help. I am not really sure it would

completely prevent it.
Senator STONE. All right.
You mentioned the making available of 5- to 10-year-type credits,

and you mentioned them in connection with a typical Public Law 480
recipient of the U.S. shipments. Would you restrict such midterm
credit to such types of countries, or would you not?
Mr. HALow. ; not necessarily. The Canadians, for example,

have extended, at different times, many credit terms from 5 to 10
years. I think they do so on wheat sales to Algeria. They have made
various other commitments to the Algerians and Brazil, and I think,
quite effectively.
Now, the Lugar bill proposes a 5-year to 10-year credit in order

to still leave a gap between the 1 to 3 years, the "up to 3" approach
that is in law currently. And the gap is proposed in order not to
simply shift cash or short term customers to midrange customers, for
the sake of simply obtaining more credit.
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On the other hand, several of the other bills proposed simply ex-
pand the authority up to 10 years.

Senator STONE. What do you think would be the most useful, in
terms of holding our cash and short term customers, while obtaining
new customers?
Mr. HALOW. I would like that better.
Senator STONE. Which?
Mr. HALOW. The second approach.
Senator STONE. Just leave the authority to the lending institutions

to go up to 10 years, flexibly, without starting the 5-year credit?
Mr. HALOW. I would prefer to see them really start at levels, for

example, maybe, say, 3 years, and set a different type of program
that would be a 5-year-type program and then perhaps one at 10-
year credit terms. The terms on the 

program,
Law 480 sales run froin,

say, 20 to 40 years.
Senator STONE. Right. How do you- feel, specifically, about the

cargo preference requirements?
Mr. HALOW. Well, I find them discriminatory. I am opposed to

them.
Senator STONE. What specific U.S. purchases of products, from

our foreign agricultural customers, do you have in mind when you
talk about expanding our exports in order to help them expand our
imports?
Mr. HALOW. I really can't answer that. I think we would have to

speak with those who actually trade with those who are importing
grains from the United States, to discuss with them what it is they
want to sell to the United States—access to our market for what.
Senator STONE. Are you familiar with the PRC market, the main-

land Chinese market?
Mr. HALOW. Only superficially, I am afraid.
Senator STONE. In the hearings, I mentioned an article in the

Washington Post, that cited Chinese traders' objections to the lack
of consumer penetration, or customer penetration, into our market
in order to help them pay for our exports. Are you aware of that?
Mr. HALOW. I have heard something to that effect. I am not really

quite sure what type of products they are interested in coming to
the United States with. I know very little about what they are
producing.
Senator STONE. It would be interesting if the industry could give

us that information. We asked the Government agencies to try to-
give us a study on that, but I am also interested in what the in-
dustry finds, when they talk and deal with traders, particularly from
China but really all of these foreign agricultural customers to whom
you referred. In the course of dealing with them, if the industry can
gather the kinds of specific suggestions that they have in mind, and
will let us have that, we could work on the U.S. agencies, to help-
them.
Mr. HALOW. I would be happy to do so. I can speak with our mem-

bers who have dealt with the Chinese, and see if they have any in-
dication of what it is the Chinese would like to sell here.
Senator STONE. The same article mentioned tariffs, and other bar—

riers that we have in this country to their goods, and I would like to.
hear some specifics.
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Mr. HALOW. This is the point on which importers of grain from
the United States continue to complain, that they are, in fact, dis-
criminated against by higher tariffs.

Senator STONE. One final question relating to the Chinese. You
mentioned the complaints and others in the high cost of inspections.
But is it not also the cost—that customers like the Chinese complain
about—rust and other problems, and want higher quality, constantly
higher and more reliable quality?
What is the better answer for that, if it is not the high cost of

inspections?
Mr. HALOW. During the 101/2 years I worked in Great Plains

Wheat, we found the quality of U.S. wheat was actually superior to
most of the other qualities sold in export. There were some comments
with regard to the amount of cleanout, in U.S. wheat as compared,
for example, to the Canadian wheat. But most of the buyers were
not really anxious to pay the difference for cleaning the wheat. We
found that the U.S. grain . exports had a very high reputation, and.
our shipments were superior to others. Our experience was that re-
ports of complaints were highly exaggerated.
Senator STONE. They wanted it, but they did not want to pay for

it?
Mr. HALOW. That is right. The cleanout frequently went into their

feed mills, so it really was not the type of loss that one would have
assumed.

Senator STONE. Are there any other points you would like to make
before we conclude your portion?
Mr. sHALOW. I think that probably is all, unless there are further

questions.
Senator SToNE. Well, I appreciate very much your testimony. It

has been most interesting and constructive.
Mr. HALOW. Thank you very much.
Senator STONE. Our next witness will be Sy Bichler, the general

manager of Farmers Export Co., Kansas City, Mo. fle is accom-
panied by Mr. Ed Jaenke of Jaenke & Associates.

STATEMENT OF SY EICHLER, GENERAL MANAGER, FARMERS
EXPORT CO., KANSAS CITY, MO.; ACCOMPANIED BY ED JAENKE,
JAENKE & ASSOCIATES

Mr. BICHLER. At the outset, I would like to thank the committee
for the opportunity to appear and to relate our position on the ex-
pansion of foreign agricultural trade.
I am Sy Bichler, executive vice president of Farmers Export Co.,

representing a large segment of Midwest farmer-owner cooperatives
currently actively engaged in the exporting of grains and agricul-
tural byproducts grown in the Midwest States from the Gulf of
Mexico to the Canadian border.
Farmers Export Co. is the largest U.S. cooperative-owned organi-

zation formed in 1966 for the sole purpose of putting approximately
1.5 million U.S. farmers into export markets through their local
and regional cooperatives. Farmers Export Co. is owned by seven
Midwest regional cooperatives listed as follows:
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Far-Mar-Co., Incorporated, Hutchinson, Kans.; Farmers Grain
Dealers Association, Des Moines, Iowa; Farmers Union Grain Ter-
minal Association, St. Paul, Minn.; Illinois Grain Corp., Blooming-
ton, Ill.; MFC Services, Jackson, Miss.; Indiana Farm Bureau Co-
operative Association, Indianapolis, Id.; and two interregional
cooperatives, St. Louis Grain Corp., St. Louis, Mo.; and Kansas City
Terminal Elevator Co., Kansas City, Mo.

Since 1968, our export volume has grown to in excess of $1 bil-
lion on an annual basis in behalf of the U.S. farmer, and realizing
that savings from our operation finally goes back to the farmer in
the form of patronage through his local cooperative elevator. The
farmers, through their cooperative efforts, have a large commitment
to the continuation and expansion of U.S. agricultural exports.
However, the size of our marketing area, worldwide, needs the ad-

ditional support and promotion of U.S. Government efforts as well.
For this reason we believe an agricultural trade expansion act is
long overdue.
I am pleased that bills have been introduced which will establish

a policy of expanding our international agricultural markets. Real
farm income is at its lowest level since the Great Depression. How-

er, at present most congresional debate has been centered on short
term solutions for solving this long-term problem of raising farm
income. One of the most effective long-range solutions is expansion
of our agricultural export markets.
Exports are vital not only to the well-being of farmers, but also to

the Nation as well. Agricultural shipments abroad in recent years
have helped offset trade deficits—largely brought about by high
imports of oil. Nearly three-fourths of farm income from wheat and
one-third from corn and soybeans come from exports. Overseas mar-
kets account for more than one-fourth of all our -farm products and
affect 15 to 17 million agricultural-related jobs. One out of every $5
of gross farm income is generated from exports. These agricultural
exports of $22 billion annually create $50 billion of agricultural and
nonagricultural business activity.
With agricultural exports playing a major role in our economy'

and the United States with its clear worldwide advantage in produc-
ing and exporting farm products, it is unfortunate that the United
States spends an amount equal to only one-tenth of 1 percent of our
farm exports on developing and expanding our foreign markets--
only a small fraction spent by other major exporting countries.

iIsrael s spending 1.54 percent; even New Zealand is spending 0.9
percent. Our Government and private industry, through the coopera-
tor program, together only spend a little more than one-third as much
developing new or expanding old markets for agricultural products,
in constant dollars, than it did 10 years ago.
The United States is one of the few nations in the world where

private industry is allowed to operate in a competitive free-market
economy. Within this competitive structure, private industry has 

idone well n expanding our agricultural markets.
In the area of grain exports, farmer-owned cooperatives have

begun entering the world market and, we are now strengthening
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our position in those markets. Nevertheless, to meet competition from
other countries—who support their agricultural export programs
with a large amount of funds spent on market development activi-
ties—we need Government action.
The United States has the tools needed to expand its markets,

but we lack the funds and a well coordinated plan. Because exports
are important to agriculture, our cooperative owners suggest the
following six recommendations for establishment of a well-coordi-
nated plan to expand and sustain our international markets.

1. The first step of any effort to expand U.S. agricultural trade
should determine where the greatest opportunities and payoffs for
trade presently exist or, more importantly, will be in the next decade.
To accomplish this task, we would urge the creation of a regional
data and market analysis team. The analysis should determine
geographical areas or specific nations which offer the greatest po-
tential, discover where the priorities on funding should be placed,
ascertain cultural and economic conditions, and determine the key
commodities and market development tools desirable.

It would include marketing specialists to analyze the structure of
the market and the effectiveness of our competition, economists to
collect data and conduct demand and supply analyses and, regional
specialists who have knowledge of the cultural and economic condi-
tions of the particular country or region. Results of the team would
include new creative marketing techniques and market development
tools which fit the marketing structure of each country, for example,
new products or combination of old products, old products to new
markets and package projects offering a whole array of services
which could establish a marketing system for a given product.

2. Upon completion of the team's comprehensive analysis, we sug-
gest the placement of a marketing specialist for each region and,
depending on the importance and potential of the market, place-
ment in key countries. His primary role would be to coordinate,
foster and promote U.S. agricultural products and continue to up-
date the analysis provided by the regional data and market analysis
team. We would suggest that such officers be subordinate to, report
to, and obtain policy guidance from the attach at his assigned post
or region.

3. As a domestic backstopping mechanism for these marketing
specialists or trade officers, we encourage the establishment of a cen-
trally located, one-stop information service to provide farmers and
small- and medium-sized firms and cooperatives the information
needed to engage in new or expanded foreign sales. It would provide
an effective market development tool assisting in the marketing of
agricultural products directly from the farm to the export buyer.
The one-stop service would be composed of approximately 15 to 20
specialists providing a coordinated information service to small U.S.
businessmen interested in foreign trade and, likewise, to foreign
businessmen interested in importing U.S. products—the FAS—TORS
system would be expanded and would form one small component of
this one-stop service—the specialists' areas of expertise would include
livestock, grains, transportation, fruits and vegetables, tariff and

28-747-7S 7
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trade barriers, guarantees, exchange rates, political-economic inte
lli-

gence, trade intelligence, financial and credit facilities and knowledge

of development projects sponsored by the U.S. Government a
nd by

international organizations. This one-stop information service would

provide one central location for information on foreign market

expansion.
4. The attache must have sufficient staff to enable him to ameliorate

the process of information assemblage, to improve his foreign market

information and make the analysis more meaningful to farmers

and exporters.
All too frequently, an information gap occurs because attaches are

expected to cover a broad range of areas, thus evolving the attaches

into generalists who lack the time to effectively gather information

needed for a detailed economic analysis.
In addition, we strongly believe that a few attaches should be

upgraded to higher status in the State Department's ranking. How-

ever, only senior agricultural officers in selected key posts as au-

thorized by the Secretary of Agriculture should acquire the higher

rank.
5. To fill the gap between CCC credit and Public Law 480, we

desire the establishment of an additional intermediate credit pro-

gram, with authorization, if necessary, for payment of excess ship-

ping costs should the decision be made that sales under it would be

subject to the cargo preference requirements.
The existing GSM-5 CCC credit program has been successful in

improving our competitive position in export markets while at the

same time it has avoided being categorized as concessional and, thus,

has been exempted from the cargo preference rule. We further urge
granting this intermediate credit and regular CCC credit to non-
market economy countries.

6. Our final recommendation is that the bulk of the funds gen-
erated from the sale of intermediate credit and, at least, 5 percent
of the funds generated from the sale of Public Law 480 goods—
which would require an amendment to Public Law 480 legislation—
should be utilized for export incentive activities and agricultural
purposes in the recipient country. Recommended uses for funds
would include the improvment of the marketing structure; the de-
velopment of port facilities; the construction of grain storage, cold
storage, feedlots, et cetera; improving the ability to handle ex-
panded quantities of agricultural products, and stimulating in-
creased use of U.S. goods.

Establishment of a -U.S. policy of expanding and sustaining our
international markets will have the greatest long-term effect of ful -
filling the objective of increasing farm income.
This subcommittee is to be commended for initiating discussion

which, hopefully, will lead to a comprehensive agricultural trade
act.
Thank you, again, for offering me this opportunity to be heard.
Senator STONE. Thank you, Mr. Bichler.
May I ask you, you heard the question that I propounded to the

previous witness, about the choices we face between simply extending
the authorization to extend credit from 3 years to 10 years, or cre-
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ating a separate or new program, starting at, for example, 5 years
and up?
As an expert, what do you think would do the best job of en-

hancing and expanding our customer situation?
Mr. BICHLER. As I see it, I think we need to cover the whole range,

and depending on what we do, it depends on the situation in the
particular country that we are dealing with.
Senator STONE. So some countries might need 41/2 years, not 5

years. Some might need a 6-year term, not 5 years. It ought to be
flexible?
Mr. BICHLER. I think that in order to expand our export activity

to the continent of Africa—and certainly somewhere down in the
future, it appears that this will be a market, as the population goes.

Senator STONE. And as they find oil.
Mr. BICHLER. They have already, to some extent. In these under-

developed countries, I think we probably need some long-term loans,
whereas other countries perhaps shorter term loans. And we be-
lieve that the judgment, as to the terms of this loan, can be left up
to the administrators of this Trade Act.

Senator STONE. You do not think that the qualifications for the
longer term ought to be restricted, specifically, or by implication, to
Public Law 480 countries? Or should it be wide open?
Mr. BICH-LER. I think it should be wide open, and I think it should

be measured based on the need of the country, and what we see—in
other words, let us not try to solve our situation by giving loans
today and not looking down the road 10 years. We need to develop
the country, and he is not going to start using our grains, because
his diet is going to change gradually.
Let us just develop that and make sure we are going to have a

market, not only now, but 10 years down the road.
Senator STONE. One thing in common in about all the witnesses is

the felt need to help customers, or potential customers, with storage
facilities, crushing mills, feedlots, cold storage—in other words, port
facilities within those countries.
Do you agree with that?
Mr. BICHLER. Yes, to a point, where I think we can supply the

technical expertise that they need, show them how to feed the grains,
and how to set up their feedlots. We may, under the program, and
we mentioned it in our recommendations, where we probably would
have to finance some of the port facilities. This is one of the biggest
problems; most countries have very limited—and especially the un-
derdeveloped countries—limited port space and as a result you run
into long demurrage, or long waits on unloading vessels, and this
runs up the price of grains by several dollars to maybe $5 or $10 a
ton on freight rates.

Senator STONE. But do you not also have to look past the port,
into the storage facilities, otherwise all you really do is unloading?
We had a problem that way a couple of years ago.
Mr. BICHLER. Then again, of course, in our recommendations, to

have the team of experts, when you start developing port facilities,
you have to start looking into internal transportation and distribu-
tion as well. And these are the long-range programs that we need
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to get with now so that we will still have our agricultural markets
down the road.
Senator STONE. Under Senator Bellmon's bill, and others, the

Senate seems to feel a need of worrying about the long-range im-
port situation. After we teach our customers how to feed our grains
to their livestock, do we not also have to work some kind of situation
out where we have reciprocity, in terms of our own import markets
for meat?
Mr. BICITLER. Well, I do not see that that is really a big problem,

because our reasons for selling grain—or our reason for the program
is to upgrade the diets of the countries that we are talking to, or that
we are trying to sell our products. And I think a good case in point
is Japan, where the diet has changed since World War II to the
present. The young Japanese, coming along, likes to go to ham-
burgers, the fast-food chain. The old Japanese still eats his rice.
SO that as the generations keep growing, the diet will change, and

there will be a bigger demand for U.S. feed grains and protein
products.
We have seen this happen in Europe. We think we are seeing it in

Russia, China, and around the world. And that is where we think
our important thrust of our program should be, to get the guy used
to eating a little piece of steak, and he will not go back to potatoes
and rice, I guarantee you. But he has got to have some money to
buy it.
But the commitments on the part of the government, the Com-

munist governments, in particular, the Eastern bloc countries, Rus-
sia, China, they cannot afford to let their people go hungry any
longer. They are improving the diets, and this is again in the long
range. So let us get in and help them do this. That is what we are
saying.

Senator STONE. You heard the Government witnesses. I think you
may have heard them, if you were here.
Anyway, they all testified against any of these bills. Do you think

they are right or wrong?
Mr. BICHLER. Well, I would have to say they are wrong, for the

reason that I represent the farmer, who is interested in exporting.
And in the interest of increasing our farm income, exporting grains
is the only route we can go, and we need to sell our products. The
products do not sell themselves.
I do not care what industry you are in; you must convince some-

body that he needs it. Many times, even in this country, if you are
running a manufacturing plant, you must supply technical expertise
to the user, to the manufacturer, or the manager that is using your
product, whatever it is, automobiles, pencils, I do not care. That is
what we need to do.
Now, we have done, we have got a start on it. We have organiza-

tions that are promoting, but I ''do not think we have the people in
the field that can get down to the technical basis.
Now, I do not mean that these will all be U.S. people. I believe

that we are going to have to use the nationals of that country. And
there are some good people that we can use in promoting the
activity.
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It is a long-range program. It is going to take a lot of time, but
then we are looking for long-range benefits.

Senator STONE. Thank you for very good testimony. We appre-
ciate it.
Mr. BICHLER. Thank you.
Senator STONE. Our next witness is Mr. John C. Datt, director of

the Washington Office of the American Farm Bureau Federation.

STATEMENT OF JOHN C. DATT, DIRECTOR, WASHINGTON OFFICE,
AMERICAN FARM BUREAU FEDERATION; ACCOMPANIED BY
THOMAS HAMMER, NATIONAL AFFAIRS STAFF

Mr. DATT. How are you this morning?
I have with me Mr. Thomas Hammer, who is a member of our

national affairs staff, particularly in the international trade affairs.
With your permission, I would like to have him assist me in

presenting our statement. Also with your permission, I would like
to have the statement made a part of the record. I will try to brief
it down, in the interest of time.*

Senator STONE. It will be done.
Mr. DATT. Farm Bureau has a keen interest in legislation designed

to increase export sales of American farm commodities. We support
S. 2385, the Agricultural Trade Expansion Act of 1977, which was
coauthored by Congressman Findley and the late Senator Humphrey;
S. 2504, introduced by Senator Dole; and S. 2405, introduced by
Senator Lugar; and S. 2968, introduced by Senator Clark.
We, in the statement, outline why export markets are vitally im-

portant to American farmers. You have had this information pre-
sented to you, so I will not take the time to go over that particular
part of our statement.
The growth of commercial agriculture exports and their contri-

bution to our balance of trade has helped to keep the value of the
dollar from dropping to still lower levels in the world markets.
In addition to these benefits, U.S. agricultural exports have played

a very important role in our relations with other countries. During
the past several years increasing ability to export agricultural com-
modities has helped build a firm domestic base for our political and
economic foreign policies.
These benefits have been achieved because we have the most

efficient and productive agricultural system in the world. We submit
that further expansion of agricultural exports can be achieved by:
(1) Liberalization of restrictive trade barriers, which reduce the

flow of agricultural exports through bilateral or multilateral trade
negotiations, and
(2) Aggressive market promotion and development.

TRADE LIBERALIZATION

Farm Bureau actively supported the Trade Act of 1974. This
legislation authorized the United States to participate in the current
multilateral trade negotiations. These trade talks provide opportuni-

*See p. 181 for prepared statement of Mr. Datt.
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ties for action to expand mutually advantageous trade through

reciprocal agreements among nations to reduce their trade barriers.

To insure that significant results are achieved in terms of liberalizing

the barriers affecting our agricultural exports, Farm Bureau has

been monitoring these negotiations closely. Farm Bureau leaders are

serving on the agricultural trade advisory and agricultural policy
advisory committees which advise our trade negotiators with respect

to agricultural matters. In addition, Farm Bureau has assigned staff
members to monitor and report on the progress of the trade negotia-
tions, both in Geneva Switzerland and here in Washington.
Let me say, Mr. Hammer is the gentleman on our staff who has

been assigned this responsibility, and has been going back and forth
to Geneva, and reporting on those particular trade negotiations.
The outcome of these trade negotiations, will have a significant

impact on trading rules and patterns for years to come. We urge the
Congress to take an active interest in these negotiations to insure that
American agriculture's current competitive position in world trade
is at least preserved and is improved wherever possible.

MARKET DEVELOPMENTS

During the past 2 years Farm Bureau has conducted numerous
trade missions abroad, including trips to Western Europe, Israel,
Japan
' 

Mexico, India, and Indonesia. These missions are part of the
Farm Bureau's continuing effort to expand international trade and
to improve relations with our trading partners.
In the final part of the statement, we indicate our support for

S. 2385, which was introduced by the late Senator Humphrey. Also
we indicate our support for S. 2405 and 2504, and then S. 2968.
I will not go into detail, because, as I say, you are familiar with

them.
These bills are in keeping with Farm Bureau policy that, "every

means possible be used to expand the exports of agricultural com-
modities."
There are other areas to which the Congress could address itself,

such as increased funding for export sales credit and Public Law 480
sales.
Given the proper climate, prospects for future expansion of U.S.

agricultural trade look bright. We shall continue to have a strong
demand in such traditional markets as Japan and Western Europe.
In addition, as the nations of the Third World continue to develop

and to increase their participation in international commercial trade,
they will become customers for more of our food and fiber. In
recent years the nonmarket economies or Communist bloc nations
have been a very important market for U.S. agricultural commodi-
ties, and they promise to remain so in the future.
If U.S. agricultural commodities and products maintain their

competitive prices and high quality—and if we make aggressive
efforts to remove impediments to trade and to market our products
abroad—there is very little doubt that we shall continue to experi-
ence a continuing expansion of agricultural exports.
In conclusion, we urge prompt action on this legislation by the

Congress.
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We commend the subcommittee, and I personally commend you

for the interest that you have shown in this particular area.

Thank you.
Senator STONE. Thank you, Mr. Datt.
Mr. Hammer, I would like to ask you a few questions.
You have heard testimony this morning about the choice we have

between a 5- to 10-year term, which would intentionally leave a gap

between 3 years and 5 years, in order not to simply transfer short

term customers into medium-term customers without increasing the

volume. And you have also heard testimony in favor of simply in-

creasing the authorization, to go anywhere from 1 day up to 10 years,

from our export lending agencies.
What does the Bureau favor?
Mr. Divrr. I think the previous gentleman indicated basically

about the attitude—the attitude that he expressed is about the atti-

tude that we have. We ought to have the type of credit that would

meet either short-term or long-term needs, and we ought not try to

restrict it in terms of 5 to 10, or 3 to 5.
We do not know today what the demands in this particular area

are going to be tomorrow, and they vary from one country to

another.
Senator STONE. How could we insure against simply transferring

customers to long-term credit, without increasing volume? What

could we do there? Is there some kind of policy statement we ought

to be putting out, if we increase the credit authorization extension?

What could we do to meet this problem, which some of us seem to

be worried about?
Mr. DATT. I will ask Mr. Hammer to comment on that, because he

is considerably more knowledgeable.
Mr. HAMMER. Well, I am not sure I have given it adequate

thought, but it seems to me that we have got a couple of criteria
here.
Number 1 is the need for the loan, which any time you submit a

loan to any sort of a loan officer, that is one of the first things you
are charged with trying to do, is determine whether there is need.
And the other one, which is very important here when you are

talking about commodities which may be financed for more than
1 year, or up to 10, in this case, credit worthiness of those customers.

It appears to me that if you are following normal strong financial
criteria, you have overcome a lot of these problems. We would cer-
tainly expect that the program would be administered in such a
way.
We, have had excellent payback records under the current CCC

program. We have never had problems with it, and I am sure that
the people would have to have the responsibility of determining
whether this loan is indeed necessary or not.
.We are in one way trying to keep this demand up, where other-

wise it may have fallen down, because the 1- to 3-year loan was not
flexible enough. I think it is going to have to be looked at.
I guess pretty much what I am saying, a case-by-case example, the

purchaser of breeding stock, livestock, may require a different pay-
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back period than someone else that is not in the market constantly,
or something may have happened in the country which has caused
a drain on their ability of their reserve to pay back loans.
I think that is what we are trying to do, is make the program

flexible enough that we can get in and meet these demands.
Senator STONE. I would suggest that it would be helpful for the

Farm Bureau to give us some of your thoughts, possibly in writing,
about the issues raised by the previous witness, that is, simulating
support facilities for the use of feed grains, and finding meat imports
coming back to trouble the domestic economy, and some form of
policy statement which might address that problem, as we can go
about expanding the port facilities of our customers.
We have seen palm oil, citrus, and some other problems. We do

not want to—our customers ability to buy, but do we not also want
to give long range attention?
Mr. DATT. We are very much aware of the point that you make,

both as related to palm oil and citrus, and in terms of the potential
that might develop, as related to the livestock area.
Senator STONE. Senator Stevenson made a proposal here, in a pre-

vious hearing, and it was similar in many ways to the bill of Senator
Lugar, in which the nonmarket approach would be by formulas
that would extend the credits immediately to the Peoples' Republic
of China, and to the European bloc countries—with the exception
of the Soviet Union at this time—as a way of maximizing the ex-
pansion efforts of these bills, without slowing any of the bills down,
at least a year or two years, as a way of getting a bill this year.
And I think the Farm Bureau ought to think about that, and let

us know how you feel about that. We are looking for a way in the
subcommittee to pass the strongest possible bill we can to expand
exports. And we do not enjoy the administration's support at this
time, which does give up a little difficulty in moving swiftly legis-
latively.
There are some practical problems, but we want to go as far as

we possibly can, and still try as hard as we can to pass a bill this
year. So we certainly could use your advise and counsel in this very
difficult area. I would like you both, particularly Mr. Hammer, who
is involved in these negotiations in Geneva, to give us a little advice.
Mr. DATT. We will be delighted. As I say, Mr. Hammer is really

the one who is much more knowledgeable in this particular area. We
will make his talents and ability available to you in any way that
you would like to have them.
Senator STONE. One last question.
We had some testimony here, in the previous hearing, and you have

addressed it in your prepared statement, about the desirability of
a high official, sub-Cabinet level, for international operations within
the Department of Agriculture. But we also had a very interesting
suggestion raised by Senator Bellmon yesterday, about the concept of
an Assistant Secretary of State, or high Secretary, or high State or
Agriculture Department official. That concept is just as interesting
as yours.
What I would like you to do, for the Farm Bureau, is to evaluate

the benefits of both of those proposals. Whether or not we can put it
in this committee bill, I am not sure.
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On the other hand, I am a member of the Foreign Relations Com-
mittee, so what we could not do here, maybe we can do over there
with other Agriculture Committee members jointly on that, Senator
Clark, and there are others.
Mr. DATE Well, this idea has been discussed, and we will be

happy to, you know, give you our point of view. It has been discussed
even at the Department of Trade, International Trade, or something.
We have some reservations about going that far, but we will be

happy to give you our comments as it relates to Senator Bellmon's
proposal. I do not think we are prepared this morning to comment.
Senator STONE. We have time before the markup, and I want to

thank you very much for your testimony. We are going to work
together and see if we cannot come up with something—it is not
good if it rots. It is very good if we can sell our agricultural exports.
Mr. DATT. That is our attitude. We have been in the forefront of

this area. We are the only ones of the general farm organizations
that has anyone like Mr. Hammer, who is involved in this day-to-
day Geneva negotiations, and as I say, we will be happy to make his
talents available to you and the subcommittee any way that you can
use them.
Thank you very much.
Senator STONE. Thank you very much. We appreciate it.
[The following information was subsequently submitted by Mr.

Datt
AMERICAN FARM BUREAU FEDERATION,

Washington, D.C., May 3, 1978.
Hon. RICHARD STONE.
Chairman, Subcommittee on Foreign Agriculture Pol/icy, Committee on Agricul-

ture, Nutrition, and Forestry, U.S. Senate, Washington, D.C.
DEAR SENATOR STONE: During your Subcommittee's hearings on the various

bills to increase export sales of American farm commodities, you asked the
Farm Bureau to respond to three questions.
Your first question concerned the level of beef imports into the United States

and the impact that increased feed grains sales abroad may have on beef
imports.
The problem of beef imports is not due to the large volume of feed grains

which we provide to foreign markets. The beef that comes into the United
States is primarily "grass-fed." The United States is the largest market in
the world for exported beef. We also are the largest beef producing country
in the world. We would like to have the opportunity to export more of our
"grain-fed" beef to overseas markets; however, these markets are protected by
a variety of restrictive barriers which largely prohibit imports of U.S. beef.
Our meat import law is rather mild in comparison with the practices used by
the European Community and Japan to control the level of beef imports. If
the U.S. trade negotiators are successful in achieving significant reductions in
the trade barriers affecting our beef exports, there will not be as much re-
sistance to liberalizing our own meat import law.
Your second inquiry basically asked which of the many pieces of legislation

Farm Bureau prefers. In our statement to the Subcommittee, we stated that
we supported S.2385, S.2405, S.2504, and S.2968. It is our belief that no single
bill should be chosen to the exclusion of the others. We strongly favor a
more flexible system of Commodity Credit Corporation credits and the ex-
tension of CCC credit to the so-called nonmarket economy countries.
The four major pieces of legislation to which we have responded form an

excellent basis for providing tools that are necessary to aggressively promote
the sale of U.S. farm commodities abroad.
The final questions which you posed to us referred to the possibility of set-

ting up a position for a high agricultural official in the State Department.
While this idea sounds attractive on the surface, Farm Bureau--ltaa always
contended that what is really needed is that the importance of agriculture to
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the national economy be recognized in the determination of government poli-
cies. We feel that this can best be done by insuring that the Department of
Agriculture is given not only a prominent but the leading role in determining
what actions are in the best interests of a market-oriented agriculture. We
believe that this approach would maximize benefits of trade not only to the
farm sector but to all other sectors of our economy. We are studying the
proposal to establish a department of international trade, but would have
serious reservations if the decision to establish such an agency did not provide
for the proper coordination of domestic farm programs and international
agricultural trade policies. Failure to coordinate domestic farm programs with
international trade policies would seriously affect the ability of our farm com-
modities to compete in the world marketplace.
We appreciate the opportunity to respond to your questions on this very

important matter.
Sincerely,

JOHN C. DATT,
Director, Washington Office.

Senator STONE. Our next witness is Mr. Robert Lewis, the national
secretary of the National Farmers Union.

STATEMENT OF ROBERT G. LEWIS, CHIEF ECONOMIST AND
NATIONAL SECRETARY, NATIONAL FARMERS MON

Mr. TA-Fwis. Mr. Chairman, I will submit a copy of my statement
for the record.*
I will abbreviate my remarks, and I will be prepared to respond

to your questions.
The Farmers Union, and I am sure I speak for all farmers, wel-

comes the initiative of the committee and the authors of this legisla-
tion to do something about farm prices and income. We think that
there is no question that an increased effort of salesmanship should
be aimed at assuring our customers that they will get a good quality
for what they pay for. This will be very helpful, to our commodity
export efforts, and these are among the purposes of the bill to which
we subscribe.
But I think that we just cannot lose sight of the fact that the

bottom line of the farmer's concern is not merely the volume that
is sold, but also the price that he gets for his product. And on that
score, some of the provisions, some of the proposals might do more
harm than good.
Senator STONE. Which?
Mr. LEWIS. I think the long-term credit provisions may have the

effect, in actual practice, of cutting prices in the world market. When
you understand the structure of the world market, for cereals—as we
do—I think we can see that there is no improvement in farm income
that can be achieved by cutting prices.
In the first place, let us examine who is the world market. Well,

we have about 2 million American grain farmers, mostly family
farmers. Ninety-five percent of all grain produced and sold in this
country is produced on family farms. And we have a dozen govern-
ments. That is the world market 
Senator STONE. You mean the customers are half a dozen—
Mr. LEWIS. No. The competitors are. about half a dozen govern-

ments, and the customers, for the most part, are 100 or so govern-

*See p. 183 for the prepared statement of Mr. Lewis.
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ments. Now, that is not absolutely the case, but that tends to be, in
general, the way most of the supply is going to be handled.
The price that will be paid in the world market, and the price at

which our competitors' products will be sold, is determined by the
actions of governments, by the Canadian Wheat Board, an agency
of the Canadian Government; the Australian Wheat Board, the
Argentine Wheat Board, the equivalent of the Swedish Government,
and I do not know just what agency does it but in effect the Turkish
Government, and so on. Whether the U.S.S.R. is in the market as
an exporter, which they sometimes are, or as a buyer, which is
sometimes the case, it is obviously the U.S.S.R. Government, and
not the U.S.S.R. farmer, that is the seller.
There are a couple of million American grain fanners matching

wits with 100 governments who do the buying, and half a dozen
governments who are their competitors. And the price will be set at
the point where the independent American farmers

' 
matching wits

with half a dozen governments, decide that they should hold the
product off the market. And that substantially is dependent upon
the U.S. price support loan rate.
Now, farmers have been able, on some occasions, to hold their

crops off the market in anticipation of higher prices, when they and
their bankers expect that there might be higher prices in the offing.
We had that experience in 1973 and 1974, when 11/2 million bushels

of wheat were held almost entirely by farmers, in reserve status.
They were getting support from their bankers and production credit
associations, because everybody thought maybe the price would stay
up. But as soon as everyone became convinced that we had a little
bit more than barely enough grain in the world, then the price began
to weaken, and the farmers' creditors began pressing them for money.
And the farmers had to liquidate, and you had American farmers
turning loose their grain and breaking the price down, and by June
1977, it was down at $2.02 per bushel. And very, very cheap dollars
they were, too.
Now, in this situation, the Canadian Wheat Board and the Aus-

tralian Wheat Board anticipated what would happen. As soon as the
new administration demonstrated that it would not raise the U.S.
loan rate, contrary to what many of us had expected would happen,
including people in these other governments, they saw the hand-
writing on the wall, and they anticipated what would happen to
prices better than 2 million independent farmers could be expected
to do. They anticipated that the price was going down, and the
Canadians, Australians, and Argentina, and everybody else, started
making their sales for as much above the U.S. loan rate as they
could get.
And, of course, that accelerated the race downward, and the price

did go down.
That is the nature, of the so-called free market. And I think that

we have to recognize that some of the people who advocate de-
pendence upon that system, do not make their money on the price.
They make their money on the volume. The grain traders make more
money on the more bushels they sell, at whatever the price. There are,
of course, also opportunities to make money, if they can anticipate
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correctly that the price might go down, or that it might go up. There
is that kind of speculative opportunity also.
But the farmer is dependent upon getting a price that will cover

his cost of production.
Senator STONE. How should he do that?
Mr. LEWIS. I think the farmer needs, and deserves, help from the

U.S. Government. It is unrealistic and unfair to put American
farmers into this arena with a handful of governments as com-
petitors, and a few dozen governments as buyers, which for the most
part is what the "world market" is and expect that the farmer should
fend for himself with a loan rate below his cost of production.
I think the U.S. Government needs to raise the loan rate for grain

to the point where it will cover the farmer's cost of production, and
give him a fair return on his investment, his labor and management,
and then negotiate with the other countries to agree to withhold their
fair share of stocks off the market, in order to maintain a respectable
world reserve, which the world needs, and the present administration
acknowledges that. I think we all do. The world needs to have more
than just barely enough grain.
In that way we could maintain prices to the farmers at a fair rate

of return.
I have been assured by officials, high ranking officials, in every one

of these grain exporting country governments, that they would be
prepared to raise their selling prices, if the U.S. would raise its loan
rates. They are prepared also—and this is something new, for the
first time in history—all of the major grain exporting countries have
a capability and willingness to hold stocks as a part of a concerted
program by the exporting countries to hold stocks in reserve.
Senator STONE. Is our Government moving in that direction, our

executive branch?
Mr. LEWIS. I think our executive branch is resisting this approach.

I think that is where the problem is; the problem is in Washington,
D.C. I think that Ottawa, Canberra, Buenos Aires, and the other
main exporting countries—I think also in Brussels headquarters of
the European community—these other governments would collabo-
rate in some program of this kind to rationalize this grain market.
Senator STONE. We had a description by a previous witness, of the

Argentina price-cutting in the Brazilian market. How does that
square with what you have just said?
Mr. LEWIS. The Argentina system is the weak link in this whole

picture. We are all familiar with the great difficulties, the political
difficulties, that that country has endured. They now have a stable
government, at least it appears to be stable, and it appears to be
fairly competent to get such things done.
I think, in any event, that Argentina accounts for only one-eighth

as much grain in the world market as we do, and we can take a
chance that they would perform well enough.

Senator STONE. But you think these other governments, with their
wheat boards and grain boards, would cooperate with a higher loan
policy in this country?
Mr. LEWIS. I have no doubt about it.
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Senator STONE. And would not price-cut, below their costs, in order
to increase their market share at our expense?
Mr. LEWIS. I believe that they would cooperate. I think we need to

understand what "undercutting the price" is.
The United States undercuts the price on over half of all the grain

that is sold in world trade. We account for over half the sales of
grain, and obviously, the buyers of our grain would have bought
from somebody else if they could not have bought better quality from
us, for the price they paid, and that is what they did.

•So, as far as undercutting the price is concerned, it is the United
States which has outdone all the competition over half the time, in
terms of world trade in grain.
And, of course, every bushel that the Canadians sell, they have

undercut the price below what anybody else could offer, in terms of
quality at the price they offered. So any time anybody makes a sale,
he has undercut everybody's elses price in the market.
Senator STONE. Is there anything else—go ahead.
Mr. LEWIS. The key, it seems to me, to this problem, as to getting

our fair share of the market, is in the commitment, country-by-
country, to hold a fair share of the reserve stocks off the market, and
then set prices accordingly. It will achieve the reserve objectiveg, and
that will result in holding the prices aft the desired levels.

Senator STONE. Now, you have commented in general about export
policies, and particularly grain support policy, domestically. Those
issues are addressed by other pieces of legislation, primarily, and we
are working in this committee, and in the House, to address those
issues.
Here we have four or five bills or more, taking the approach of

stimulating selling, increasing credits, and other such proposals.
Do you have a mid-term credit proposal? What, if anything, in

these bills we are considering today do you think would be of use?
Mr. LEWIS. We think that we should have a beefed up assistance to

our salesmanship effort, the additional agricultural attaches. We
think we should make China, the U.S.S.R., and other Communist
countries eligible for COO credit, as the legislation proposes.
We do think that there is a place, in the real world in which we

live for offering credit to the Governments of China and the
U.g.S.R., and so forth, because that is now an accepted practice. That
may be the case also in offering long-term credits, under Public Law
480, for economic development'', because actually, the food represents
a capital component of an economic development project. But we do
not think it makes sense to extend long-term credit on food, which is
gone as soon as it is eaten. And I think it is important to recognize
that.
Senator STONE. Your approach is credit for capital items, not

credit for food itself?
Mr. LEWIS. Yes, I would really prefer to make the loan directly to

finance the broiler set-up, for example—
Senator STONE. Port facilities?
Mr. LEWIS. Or the port facilities. I think that would be much more

sound than to tie it in to the sale of commodities. There is a danger
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in this long-term credit that is attached to sales of grain, for example.,

that is that the buyer or the seller of the grain, whoever receives the

10-year credit, actually has two things of value to sell, for the price

of one.
He gets the money for the grain from the Government, the govern-

ment lends him $1 million to buy the grain. He sells the grain over-

seas, and he gets local currency. But he does not have to convert all

that into dollars, and pay it back, for 10 years. And so he puts it

out in interest, so that earns more interest from the borrower over-

seas or his own business enterprise that he uses the money to finance.

And he has 10 years to pay it back to the Government. So he has two
things of value. Cheap interest—cheap credit; and grain.
And what is likely to happen is that he will scalp the price of the

grain, in order to get the money, the principal. The money is the big
end of it. That is where the price cutting comes in.
So there is a very serious danger, I think. I think the Government,

in administering these programs, will have to examine the primary
use of the credit very carefully. And so 
Senator STONE. That is a factor that you would build into the

consideration of midterm and longer term loans, whether the prime
motivation is the sale of food items, or the acquisition of local cur-
rency for business enterprises?
Mr. LEWIS. Well, I think 
Senator STONE. Is that it?
Mr. LEWIS. The primary interest is going to be in the cheap credit,

rather than the sale of commodities.
Senator STONE. You assume it will always be that way?
Mr. LEWIS. If we get into 10-year credit. If somebody, if the Gov-

ernment will lend you $1 million to buy corn, to sell corn overseas,
you will take the $1 million and buy the corn, and sell it as soon as
you can, and try to figure out where you can put the $1 million out at
interest for 10 years to take it to $2 million, or $3 million.

Senator STONE. So therefore you would oppose the extension of
these terms to the exporters, just the same as you would to the
importers?
Mr. LEwis. Yes. I think it would be better for the Government to

make the credit for the capital facility to be financed, and relate it
directly to the financing of the capital improvement, and leave the—
Senator STONE. Food operation at 3 years, or less, credit?
Mr. LEWIS. Leave that the way it is. I think we ought to try to keep

our sales of grain, as much as possible, in accordance with normal
business practices. And I do not know of any private buyer of grain
who will sell grain on 10-year credit.
Senator STONE. Mr. Lewis, thank you very much. It was most use-

ful. I appreciate it.
Mr. LEWIS. Thank you.
Senator STONE. Our next witness is Mr. Hans Blocklin, chairman,

Government Affairs Committee of the Council of American Flag-
ship Operators. And lie is accompanied by Mr. Brand, president,
Transportation Institute; Mr. Maskin, executive director, American
Maritime Association; Mr. Man, executive director, Joint Maritime
Congress.
They are here to discuss the shipping issues of these proposals.
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STATEMENT OF HANS BLOCKLIN, CHAIRMAN, GOVERNMENT
AFFAIRS COMMITTEE, COUNCIL OF AMERICAN FLAGSHIP OPER-
ATORS; ACCOMPANIED BY HERBERT BRAND, PRESIDENT,
TRANSPORTATION INSTITUTE; ALBERT MASKIN, EXECUTIVE
DIRECTOR, AMERICAN MARITIME ASSOCIATION; BENJAMIN
MAN, EXECUTIVE DIRECTOR, JOINT MARITIME CONGRESS:
W. H. WILLIAMS, VICE PRESIDENT, AMERICAN PRESIDENT
LINES; AND EARL CLARK, CO-DIRECTOR OF THE LABOR-MAN-
AGEMENT COMMITTEE

Mr. BLOCKLIN. Thank you. We will try not to go over the minimum,
Mr. Chairman. You have covered their affiliation, and I guess that is
what brings us together. I represent a true cross section of the vari-
ous components.
I represent Chester Ferguson, who sent me up here to testify on

behalf of the other groups.
Senator STONE. Give him my best regards when you see him.
Mr. BLOCKLIN. I certainly will.
Senator STONE. Your prepared statement will be included in the

record in full.*
Mr. BLOCKLIN. Thank you, Mr. Chairman.
As I said, we collectively represent every segment of the ocean-

going U.S.-flag merchant marine—liner vessels operating on regular
schedules and trade routes; tankers and dry-bulk carriers operating
as tramps or contract carriers; subsidized and unsubsidized oper-
ators; labor and management groups. Together, our organizations
represent 278 U.S.-flag vessels built in U.S. shipyards and manned by
American citizens. Approximately 24,000 U.S. seamen are employed
in an onboard capacity and an additional 250,000 maritime related
jobs are supported by the U.S. merchant marine.
These various segments of our merchant fleet frequently have di-

verse interests. Yet, all are united with respect to our views on the
legislation the committee is considering today.
Your committee has before it today three bills—S. 2385, S. 2405,

and S. 2968.
There may be one more that Senator Stevenson introduced and I

did not catch up with.
Common to each of these is that they would improve the terms,

conditions and availability of credit for the export sale of U.S. agri-
cultural products. The present Commodity Credit Corporation/
GSM-5 program finances the sale for export of agricultural com-
modities on credit terms not exceeding 3 years, at current interest
rates of from 7 to 9 percent. Current exports under the CCC/GSM-5
program are about 10 million metric tons annually. The legislation
before you now would extend the COG credit terms from 3 to 10
years, with interest at or slightly above the average cost of funds
borrowed by the CCC from the U.S. Treasury.
Mr. Chairman, we strongly support any legislation that would cre-

ate new and expanded markets for American products. We recog-
nize the significant and continuing contribution of our agricultural

*See p. 185 for the prepared statement of Mr. Dlocklin, et al.
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community to the economy of the United States. The bills before you
today can strengthen that community and we urge that they be con.-
sidered favorably, with modifications which we shall discuss and
offer today.
Senator STONE. low would you modify the common elements in

all of these bills?
Mr. BLOCKLIN. We would request that there be included a provision

to encompass Public Law 664, cargo sharing for U.S. flagships. And
only Senator Lugar's bill seems to include that provision.
Senator STONE. With half a percent compensation to take care of

the problems of cost.
Do you have proof that that formulation is 
Mr.. BLOCKLIN. I would have to see how that would equate out so

that we could make a value judgment.
Senator STONE. I think it would be very useful to this subcommit-

tee if you all would analyze that particular formulation and write us
a letter, or several letters, if you want to write more than one, ad-
dressing that, with any modifications if you have any.
Mr. BLOCKLIN. We will do it. Thank you.
Vessels flying the U.S. flag provide employment for seamen, ship-

builders, and those working in related industries which provide sup-
porting services to the fleet. These people, as well as the companies
that employ them, pay U.S. taxes and procure goods and services in
the United States which contribute to our continued economic growth.
It has been estimated that U.S. shipping companies return 71 cents of
every freight dollar to the U.S. economy. It is axiomatic that pay-
ment of ocean freight to foreign operators in U.S. dollars would con-
stitute a loss of dollar reserves—definitely counterproductive to the
position of the United States in international balance of payments.
I want to get some of this in and talk about it because, all along,

as I was listening to the testimony that was going on in the House
and in the Senate. I am getting a feeling that we are considering one
or two segments, and we are leaving out a very important segment,
and that is the American merchant marine. And I think the history
of the merchant marine needs no defense. And it should not have to
be defended, but constantly we have to defend it until the next war
comes
' 
and then we rush around and try to build ships and so forth.

But I just—let me get back to this.
Senator STONE. Your scars are showing.
Mr. BLOCKLIN. Well, you know

' 
they probably are-. And I have, you

know, I have been in three world areas. And like so many of us had,
and I never saw a grain trader's ship. I never saw a cargo or ship
like that. But, no, their return on investment—we all—in the mer-
chant marine, American-flag merchant marine, and I say to you that
so much that is good about this bill should be kept in, but this other
element, I think, would create windfall profits for the grain houses,
not the farmers.
Mr. Chairman, I think that ought to be kept uppermost. Well, let

us go to our people in this whole merchant marine family.
In. addition, U.S.-flag vessels provide the nucleus mobilization capa-

bility to respond to our defense requirements in times of emergency.
In every which this Nation has faced, the U.S. merchant marine has
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played a vital role. In Vietnam, U.S. vessels delivered 98 percent of
the materials used by our forces—the balance moved by air.

Senator STONE. You feel that retaining the cargo preference refer-
ence helps the baalnce-of-payment situation? Excluding it or omit-
ting it would hurt the balance of payments?
Mr. BLOCKLIN. Absolutely.
We have quantified—we have figured somewhere about $2 billion

that the—but for the American flag carriers, so forth. The balance-of-
payments situation would be $2 billion worse than it is today.
Now, I am just going to abridge this and say, as you are aware, we

have, under the programs, under Public Law 480, a 50-percent shar-
ing requirement. It is proposed that this sharing requirement be
removed, and under the GSM-5 program, as it is extended, that a
parallel—that a 3-year program. which does not have cargo sharing—
we think that would be a disaster for us.
Senator STONE. What benefits would it provide to offset the disaster

to you, as you see it ?
Mr. MACKLIN. I think the benefit that it would provide, as I stated

before, it is going to provide a windfall profit to the grain houses,
the five or six grain houses that are almost totally foreign-owned. At
least they do not pay U.S. taxes. Their deposits are abroad.
I think that this has to be examined very carefully, or we are go-

ing to make a serious mistake on something we would not want to do,
as responsible legislators, because there is a very big danger here. It
is not going to benefit the farmer as much as this is going to benefit
the grain houses. They are the big winners.

do not know how many millions of tons were sold to Russia. But
who are the big beneficiaries? These grain houses were the bene-
ficiaries. There is very little capital investment. You can start a con-
cern, such as a brokerage concern, with a pencil and a piece of paper.
That is all you need.
They do not have a capital investment in ships and equipment such

as we do.
Senator STONE. Well, how do you maximize the benefits of negoti-

ating in any of these bills?
Mr. BLocilinc. Well, I think that the one gentleman—I was very

impressed with Mr. Lewis, who testified just before me. I thought
that he struck a vein—opened up a vein of interest to rue in this
whole program, because I myself have wondered how we get more
profit or get some kind of direct recognition of the work and the risk
that the farmer has, and which we do not seem to be doing. It is the
middleman and the exporter that seems to get the profit. And I would
like to think more about what Mr. Lewis said. And I think some-
where along this lines lies a solution to this problem. And this is my
own view, too.
Senator STONE. Our next speaker is Herbert Brand, president,

Transportation Institute.
Mr. BRAND. I think that the gentleman that preceded us put it in a

nutshell. I think his terminology was very interesting. He referred to
what he caled the "so-called free market." There is no free market,
although every time the American merchant marine is mentioned,
people say, "You guys cannot cut it in the free market."

28-747-78-8
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This legislation is in the best interest of the grain salesmen and not
necessarily that of the farmer or any component of the American
society.
Although we are in favor of seeking expanded markets, I think

that all people who are involved, other than the promoters of sales,
should be considered, in the broad national interest.
Speaking for the American merchant marine, these grain people

are looking for ways and means to improve their ability to compete,
for they cannot evidently do it as well as they would like to under
the present circumstances. And they are asking for credit terms to be
extended from 3 to 10 years. And mindful of what the gentleman
preceding us said, this is an opportunity to make a profit on the in-
terest, in effect, beyond that which would derive from the sales. They
are now asking the U.S. Government to step in and assume some role
on these sales by granting additional credit terms to promote sales
they cannot otherwise make.
Again now, I think at that point the U.S. Government becomes

involved additionally through credit extension. It is already involved
in supporting the prices to the farmer. At that point it becomes a
broader question and I think there are national interest and national
security questions that must be resolved in the process. As I perceive
the sale of our grains overseas, I think it is important that it be deliv-
ered by American flagships. I think it is important that wherever
our grains are shipped and delivered, where it is possible under fair
and reasonable rates that our American-flag capability be used.
I think that whenever the United States has sought to use the cargo

preference methodology, criticism has been raised that our people
cannot compete in the free market. Now, we have just heard that this
whole problem arises out of the inabiltiy of our farmers to compete
under the present circumstances. And I say it is no different from the
problem that confronts the American merchant marine. I think it is
incumbent upon us in matters of this sort to explore every possible
means for including all facets of our economy in the project with-
out having to suffer the argument that the inclusion of U.S.-flag
shipping means the consumer will have to pay for it.

Senator STONE. Thank you very much.
Mr. Blocklin, do you have any concluding remarks?
Mr. BLOCKLIN. Well, I am going to make these concluding. I could

go on forever. I could go on for a long time, but I want to go back to
this, the position of the Department of Agriculture that Public Law
664 does not apply to the current 000/GSM-5 program was upheld
by an opinion of the Attorney General, dated August 29, 1963. That
opinion which examined at length the legislative history of Public
Law 661, made it very clear that a determination must be based on
whether or not the particular transaction was in fact, purely com-
mercial in nature. It went on to say that if the -United States advances
credit in connection with a sale, the terms of which are more favorable
to the purchaser than they would be in a normal business transaction,
the transaction cannot be regarded as purely commercial and the
commodities involved would come within the scope of Public Law
664.
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We submit that in no case where credit terms of up to 10 years are
granted for the purchase of a consumable commodity can the transac-
tion be considered purely commercial in nature.

It is this, whether the transaction is commercial or—upon which
some of the judicial aspects might hang, such as the way the Attor-
ney General viewed this question when he looked at it several years
ago, that 3 years was near enough to a commercial transaction for
this to be commercial and not concessionary. And therefore cargo
sharing on U.S.-flags did not apply. But I believe now that we are—
now we have moved it up to 10 years. I think you would have built
one heck of a mousetrap. You would find these other countries beat-
ing a way to your door to get this grain, and I do not think you need
a further concession of barring American flags from carrying their
cargo.
I think that is the point I would like to make. I hope to make it

wherever I can around Washington as this bill gets considered.
I will submit the rest of my statement. We had a little discussion

here that covers a number of the things, and if there are any more
questions, we would be delighted to answer them.
Senator STONE. There will be many as we get a little further, but I

will try to conduct them in writing so that your group will have the
opportunity to analyze them and take a position.
Mr. BLocimx. We appreciate that, Senator.
Senator STONE. Does anyone from your panel want to make a re-

mark or two?
Mr. WILLIAMS. I think it is evident through all the testimony that

the program which we heartily endorse, by the way, is totally de-
pendent upon Government support as to storage facilities, port facili-
ties, marketing facilities, overseas, and it just seems inconsistent to
expect to write into the same type of legislation the exclusion of
American flag ocean carriers.
Senator STONE. Your point, if we are financing supporting port

and other facilities of foreign countries, why exclude an American
operation?
Mr. WILLIAxts. Exactly. I would only make one other point, sir,

and this is for today and future reference.
By and large, the Soviets in their purchases of grain which is not

contemplated necessarily by all this legislation, much of their dollar
earnings for which their hard currency is derived directly from what
we think of as predatory rate practices in our economy, in our trades,
as you well know, they do not have to make a profit, and they can
come in and undercut and they will undercut—history is replete with
records of the Soviet rate undercutting. This is how they get their
dollar earnings to buy the grain which is primarily at the expense of
American steamship carriers.
Senator STONE. Thank you very much. Thank all you gentlemen.
Mr. BLOCKLIN. May I say just one thing more without overburden-

ing the record or doing most of the talking.
We also feel that there will be a switch from the Public Law 480,

title I, to programs, particularly the title I program into this pro-
gram, so that there necessarily will not be a net gain in our grain
exports.
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Senator STONE. The question is 
Mr. BLOCKLIN. With this caveat—
Senator STONE. The question is, if there is a switch. from Public

Law 480, if it is free to this program, if they pay, is that not good?
The volume may not go up but will not the proceeds go up?
Mr. BLOCKLIN. It brings the foreign policy and some of your other

considerations, I am sure you are aware of and deal with in your
other hat that you wear on foreign relations. The Public Law 480
programs have other qualifying, or other caveats attached to it. Their
human rights obligations, situations such as that would not be in-
cluded in this program. It would be—there would be much greater
freedom to act, and there would not be a tying down on of other con-
siderations, political considerations that we enjoy now under the
Public Law 480 program. So I think there would be inducements for
some countries to move into this program.

Senator STONE. Yes, I see that.
Thank you very much, Mr. Blocklin and gentlemen.
Our final witness today is Mr. Horace Davis, retired agricultural

attache and assistant administrator in charge of attaches.
Before calling on him, let us just say that it is my understanding

that, in addition to our formal witnesses, there will be submitted
statements from the tobacco associates

' 
cotton council, and the cham-

ber of commerce. In addition, I am delighted that we will be re-
ceiving comments from some of our Florida citrus exporters. These
will be included in the record.
I should also add that a major study which I asked the Congres-

sional Research Service to carry out for me on exports is almost fin-
ished, and it will be made a part of our hearing record.

STATEMENT OF HORACE DAVIS, FORMER ATTACHE, AND FORMER
ASSISTANT ADMINISTRATOR FOR AGRICULTURAL ATTACHES

Mr. DAVIS. I am in a state of self-imposed isolation.
Senator STONE. You are better off than you would be in Japan

where you would be wearing one of those handkerchiefs over your
face.
Mr. DAVIS. I have submitted a statement for the record. I will com-

ment just briefly.*
I am a happy retiree from the Department of Agriculture. I spent

almost 20 years with the Department in the overseas operations as an
attache for more than 12 years, and then 7 years here in Wash-
ington in charge of attaches. I am an outsider now.
I would like to comment specifically on part of these very bills

that deal with the attaché title overseas. That happens to be title IV
of S. 2968, which proposes the upgrading of the title of the Senior
USDA representatives overseas from attache to counselor.
Let us just drop back here half a minute in history. The Foreign

Agriculture Service, including the attaches, was created by Congress
in 1930. In the late 1930's, World War II clouds were assembling.
There was reorganization of the Government, and attaches were all

*See p. 188 for the prepared statement of Mr. Davis.
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brought back into one happy family, the Department of State. Then,
a few years later, several years later, after World War II, in 1954,
Congress brought the attaches back home to the Department of
Agriculture.
Since we came back to our home office, to the Department of Agri-

culture, this question of elevating the title, getting the counselor
title for our senior people, senior attaches in more important agricul-
tural countries has gone up and down several times, and the problem
has never been resolved to the satisfaction of the attache family,
Foreign Agriculture Service.
We, of course, have previously tried efforts to go through the ad-

ministrative channels, between the Secretary of Agriculture and
Secretary of State, and tried to work out something so that every-
body would be happy. There were not big battles, but that has not
been successful so far. The objections raised in the Department of
State have always prevailed.
Now, in the Embassy ranking lineup, of course, the Ambassador is

the No. 1 man. The deputy is next in command. Then you have some
Ministers along the way in the larger Embassies. Counselors and then
finally we get down to the attache level.

Senator STONE. Is there anything beneath you?
Mr. DAVIS. Well, there are a lot of good workers, assistant attaches.
Senator STONE. But, by title, nothing?
Mr. DAVIS. I do not believe—here is a former field man. I see one

over here. I do not believe anything—you have assistant attache, yes,
but I think that is it.
And again that problem has been with us for a long, long time, and

all of our previous efforts to correct it have not worked out.
Since the attaches were transferred back to the Department of

Agriculture in 1954, they have been quietly proliferating, quite an
increase in the use of the counselor title in our overseas missions and
Embassies. But that has not been available to the attaches.
Now, there was a period when they were at the Department of

State—from 1939 until 1954--when we did have a few of our senior
people overseas who were given the title of counselor. But that prac-
tice was discontinued when we came back to the Department of
Agriculture.
We do run into some problems in the overseas offices because of this

question of title. That is a problem that we do not understand here. I
mean in Washington, by and large, we do not care about titles. I
think that is generally true but that is not always true overseas. And
it sometimes creates problems when you want to see the top officials
that you should work with in the Government.
Senator STONE. In the foreign government?
Mr. DAVIS. In the foreign government. That is especially true in

Ministeries, outside of the Minister of Agriculture.
Now, we do get involved with other Ministers.
Senator STONE. SO, in Japan, the Minister of 
Mr. DAVIS. We have to work with other people, and that does be-

come a problem.
In my last post, when I first arrived at the post, I made the

rounds, meeting the government officials, the State officials with whom



114

you will be working later on, and I called for an appointment with
the Minister. Well, it was "Who are you? Are you an attache?"
Well, back and forth, "Could I see the deputy assistant? Look, I

am the to man from the USDA." So I got in. The Minister Mr.
Ahmad, his first question was, "Why this difference?" He had an
administrator earlier that morning, I think it was Japanese, who
came in with the title of counselor. And here is a man from the most
important agricultural country, who is rated as an attache.
Why, why, why? Well, the answer, of course, is that we all have

peculiar ways of classifying people, and let it go at that. But that
has been a problem in some of our posts in operations, the work of
these attaches that we have around the world.

Senator STONE. How would the title of counselor remedy these
problems?
Mr. DAVIS. Just one notch up the ladder.
Senator STONE. Should it be counselor or higher?
Mr. DAVIS. Well, I would settle for counselor. I know some of our

friends may say it should be Minister. That is true, that a lot of
Embassies do have a Minister in charge of their agricultural repre-
sentations overseas.
But, by and large, if you take a look at that listing here in Wash-

ington, the Foreign Service list, this is the latest, put out in Novem-
ber 1977. I could not find anyone listed as a Minister, specifically
identified with Agriculture.
But looking at counselor they had that have diplomatic rankings

and functional titles, there were 16 listed as agricultural counselors,
and only seven listed as attaches.

Senator STONE. I am going to put in the record at this point a list-
ing of counselor-ranked diplomats assigned to Washington Embas-
sies to represent agriculture, which the staff has prepared.
Mr. DAVIS. Good. Good.
Senator STONE. The list includes Argentina, Australia, Belgium,

Bulgaria, Denmark, Egypt, Iran, Japan, Sweden, Turkey, 'U.S.S.R.,
and there are others.
MT. DAVIS. Yes.
[The list of counselor-ranked diplomats follows:]

COUNSELOR RANK DIPLOMATS ASSIGNED TO WASHINGTON EMBASSIES

To REPRESENT AGRICULTURE

AGRICULTURAL COUNSELOR

Argentina, Australia, Belgium, Bulgaria, Denmark, Egypt, Iran, Japan,
Sweden, Turkey, USSR.

COUNSELORS (AGRICULTURAL AFFAIRS)

Federal Republic of Germany, Netherlands, Pakistan, South Africa,
Venezuela.

COUNSELORS OF EMBASSY COVERING AGRICULTURAL AFFAIRS

Canada, Brazil, India, Italy.

Mr. DAVIS. Those of us in the foreign field, in particular I think
feel strongly in the decades ahead that food is going to be a much
bigger factor in world affairs than has been true in the past.
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If you look at our population growth through the decades and the
projections down the road, it has to become a bigger, bigger issue in
the future than has been true in the past.
We have a lot of unused capacity in the country to produce more

food, and we think we should crank up our machinery to make the
most of these challenges, opportunities that lie ahead. And, in my
judgment, speaking as an oldtimer, I think the upgrading of the
title of our field people in—it is the overseas USDA field force—
would be a good step in the right direction.
Senator STONE. Thank you, Mr. Davis, very much.
I am not supposed to state my opinion this prematurely but, after

the hearing, I will.
Mr. DAVIS. Good. Good.
Senator STONE. Thank you, Mr. Davis.
This concludes the hearing, and the subcommittee is adjourned.
[Whereupon, at 11:45 a.m., the subcommittee adjourned, subject to

call of the Chair.]
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SUBMITTED STATEMENTS, ARTICLES, AND LETTERS

STATEMENT OF HON. RICHARD F. STONE, A U.S. SENATOR FROM FLORIDA

It is a pleasure to begin these hearings on how to promote United States
agricultural exports. We have before us five bills, all of which try in slightly
different ways to achieve that goal. The purpose of these hearings is to inves-
tigate what problems our exporters will face in coming years and how we
can plan for effective ways to assist them in expanding U.S. agricultural sales
abroad.
At the outset, it is important to remember that agricultural exports have

increased and become exceedingly important to the United States balance of
trade in recent years. Last year, our agricultural exports reached $24 bil-
lion, and the surplus of agricultural exports over imports topped $10 billion.
In the coming years, we will have to work harder to maintain and to ex-

pand markets overseas. This subcommittee is following developments of major
significance to U.S. agricultural exports, such as the multilateral trade nego-
tiations underway in Geneva and the negotiation of a new International
Wheat Agreement.
Agricultural exports are closely linked to the overall economic policy and

economic strength of this country. The value of the dollar—especially in
relation to energy imports—has a major impact on exports. You will recall
that the devaluation of the dollar in August 1971 and in February 1973 played
a major role in boosting agricultural exports. Assuring fair value for the
dollar must be part of any long-range exports strategy.
Within this larger economic setting we must take up the special concerns

of agricultural exporters. It seems that in recent years export markets have
expanded despite the lack of positive efforts by the Congress and the Adminis-
tration to promote them. The United States has an efficient, ever-improving
agriculture industry, and it can be competitive in markets abroad. We in the
Congress need to analyze what tools are available to help, and which of these
tools should be used more fully in order to increase the attractiveness of
United States products to buyers in other countries. We need to examine tax
policy, research support, market development, political leverage, and any other
possible methods at our disposal. We also must consider how well U.S. exports
are treated by other nations that have access to our markets, and determine
what impact this should have on U.S. policy.
It is my hope that through these hearings we will formulate preliminary

agreement on a legislative approach that will lay the foundation for a stronger
effort to promote United States agricultural exports. This is a complex and
challenging task, and I welcome the views and recommendations of all our
witnesses.

STATEMENT OF HON. BOB DOLE, A U.S. SENATOR FROM KANSAS

The CCC credit program is the best "tool" available to the Secretary of
Agriculture to facilitate farm exports. It is one of the few programs that cost
the Government little except a limited staff to administer it. In fact, Secre-
tary Bergland has testified that "we make money on the CCC credit program."
This comes about because the interest rates charged the foreign users of these
credits is higher than the rates that CCC pays Treasury for funds.
Not many months ago virtually every member of this Committee signed

a letter to President Carter asking that CCC credit funding for Fiscal Year
1978 be increased from $750 million to $1.5 billion. This is one of the few
instances where the White House responded in a positive manner and did
increase funds for CCC export credits to the requested level.

(117)
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There are four bills that have been introduced by members of this Com-
mittee to improve the CCC credit program.
I have a bill that would make credits available to exporters who could

better meet competition by making export sales on a deferred payment basis
to foreign customers (as the Canadians make sales to the People's Republic
of China).
Other Committee members have bills that would extend the credit terms

beyond the present three years, up to 10 years.
I will be interested in hearing the various witnesses address these bills and

present ideas of their own.

STATEMENT OF HON. ROBERT MORGAN, A U.S. SENATOR FROM NORTH CAROLINA

Mr. Chairman, it is a pleasure for me to be here today to testify on the need
to improve this Nation's agricultural export expansion policies.
In recent months Congress has devoted a great amount of time and energy

to improve our domestic farm program. To me, it seems inconsistent to improve
our domestic agricultural policies without examining our export policies. After
all, the economic welfare of the Nation's farmers is being increasingly tied
to our success in export markets.
America has made significant strides in our food and fiber exports in recent

years. In this decade alone our agricultural exports have tripled to where
we now earn over $24 billion annually.
Our food exports are an extremely important segment of our balance of

payments picture. Without strong food and fiber exports, this great country of
ours would have a totally disastrous balance of payments deficit.

Agricultural exports are very important to my home state of North Caro-
lina. Tobacco is exported to more countries than any other agricultural com-
modity. We sell tobacco to over 100 countries in virtually every corner of the
globe.
North Carolina exports a good number of other commodities as well. We are

exporting large volumes of soybeans and corn as well as poultry products.
Our farmers are becoming increasingly tied to export markets. It is my obli-
gation to do my best to improve this Nation's agricultural export policies, and
I intend to meet that obligation.
Before I begin my comments, the work being done here today and tomorrow

cannot be viewed in isolation from other events. Our Nation is currently
involved in negotiations for a new Multi-Lateral Trade agreement and for a
new International Wheat Agreement. We must improve our trade policies here
in the Congress. If we do so, I believe we can increase our chance for success
in these vital negotiations.
There are two elements in our credit system. One is the Food for Peace

Program. On the lawbooks since 1954, Title I of PL-480 has been used to
develop many of today's important overseas markets. As the members of this
Subcommittee know, Title I involves sales at concessional rates of interest
with terms ranging from 20 to 40 years.
The second element is the Commodity Credit Corporation. The CCC can issue

credit to cover agricultural commodities that are deemed in surplus. CCC
credits are issued for terms ranging up to three years. CCC credit has been
a welcome complement to PL-480 in our Nation's market development effort.
The charge before this Subcommittee is to work on the expansion of our

export markets. This Subcommittee's efforts are vital to the wellbeing of the
Nation. We must examine every opportunity to expand markets. We must
not become complacent with our recent success.
In my comments before the Subcommittee, I will discuss various agricultural

trade issues, the bills pending before this Subcommittee, and action that I
believe should be taken before the end of the 95th Congress.

CCC FINANCING FOR NON-MARKET ECONOMIES

Certainly the most controversial legislation pending before this Subcommit-
tee is Senator Ffumphrey's S. 2385, the Agricultural Trade Expansion Act.
Introduced shortly before his death, this bill enjoys the support of 29 co-
sponsors, including myself. The section of this bill that has stirred much con-
troversy is that particular portion which authorizes non-market economy
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countries the opportunity to participate in programs of the Commodity Credit
Corporation. Enactment of that section would modify restrictions incorporated
in the Trade Reform Act of 1974 that apply to the CCC.

Modifying such restrictions would enhance this Nation's trading opportuni-
ties. Doing so would improve farm income, which has been very depressed,
and help reverse our serious balance of payments situation. Modifying restric-
tive portions of the Trade Reform Act that relate to the CCC would not
totally change the general thrust of this body of law. Similar restrictions
would remain on Export-Import Bank credits.
In examining this issue we must keep in mind the fact that the CCC is a

creature of the U.S. Government and that credit decisions will likely remain
political in nature. The CCC credit line is decided by the Office of Manage-
ment and Budget which really is the President.
It is clear to me that this Nation is not about to extend credit to countries

with which we have poor relations. In fact, we have used CCC credit in the
past to improve our relations with other Nations.
We must also keep in mind that the CCC has been superbly managed and

that it has been very conservative in its financial management of credit. The
CCC does not automatically grant credit to every country that applies. The
CCC uses strict tests to determine a country's eligibility. Further, I think we
should note that the CCC has actually returned a profit, funds that accrue
to the Treasury.
The restrictions included in the Trade Reform Act were included because

of this Nation's commitment to human rights. Let me state unequivocally that
human rights have to be the concern of this Nation. We were founded as a
Nation of free men and women and we have fought for liberty time and again
during our two centuries of existence. Human rights must be at the top of
the list of our priorities. History has demonstrated that America must be
diligent in the cause of human freedom. America must address this issue
because too often no other Nation has.
There are, of course, other arguments that have been made against pro-

viding CCC credit to non-market economies. One argument has been that we
should not give the Soviets something for nothing. On this point, it is not
clear to me that the Soviets are particularly interested in CCC credit. In
fact, extension of CCC credit would be more beneficial to the U.S. Our gain
would be increased trade, primarily through increased consumption. The
Soviets are clearly interested in improving the lives of their people and one
of the ways it is seeking to improve their lives is through a more protein
oriented diet. This consumption would come from increased feeding of live-
stock, dairy and poultry. Such an expansion of the market for our food would
be facilitated by CCC credit.
We must not only look at the need for market expansion, but also at the

need for gaining a larger share of the market that exists in the Warsaw
Pact nations. Too often in the past we have been the residual supplier of
these Nations. We must break out of this residual supplier pattern. The
Soviets have a purchasing agreement with us, which to some degree has ex-
panded our share of this particular market, but the Soviets, after minimum
purchases from us, have first exhausted other suppliers before turning to us.
Part of this situation may be due to the fact that one-third of the Soviet
purchase must be transported on U.S. flagships.
East Germany, Czechoslavakia and Hungary are also attractive markets

for the U.S., particularly for our feed grains and oilseeds such as soybeans.
It is a disappointment to me, and a loss to our farmers, that we do not ag-
gressively seek out these promising markets. Poland, Yugoslavia and Romania
have used CCC credit and we have made substantial market in-roads into
these nations.
Another argument used against extending credit to non-market countries

relates to the indebtedness of these countries. While I have heard this issue
be brought up, I do not give it much credibility. I am not aware of a single,
reputable economist who has proclaimed worry over the external debt of
non-market economy countries. The repayment record of non-market countries
eligible for CCC program participation has been outstanding. The Soviets, for
example, paid-off their CCC indebtedness far ahead of schedule. I think that
the record demonstrates that these countries highly value their credit standing.
In the final analysis, we must remember that agriculture is a renewable

resource and that the marketing dynamics are very unique. Almost 80 per-
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cent of the world's food supply never enters international markets. Further,
the Soviet Union produces more wheat than the four principal wheat export-
ing nations (the U.S., Canada, Australia and Argentina). The Soviets can meet
their needs by moving into markets other than the U.S. or by reducing animal
production, which reduces demand for gain supplies.
In January, 1977, a report prepared for the House Committee on Interna-

tional Relations listed four conditions "for an exporting country to have food
power based on market control with respect to a particular commodity and a
particular country." The following conditions must generally exist: (1) The
Importing country must require sizable quantities of the product; (2) the
required quantities must constitute a significant percentage of the country's
total consumption; (3) no readily available alternative source can exist or be
quickly developed; and (4) no satisfactory substitutable commodity can be
available or quickly developed elsewhere. While a special study has not been
done to see if these four conditions have existed at any one time in the USSR,
I believe that the answer is clearly no.

INTERMEDIATE TERM CREDIT

In summary, I believe that it is clear that we must reassess certain provi-
sions of the Trade Act. We must develop laws that are consistent with the
interests of this Nation and its ideals. I will address specifically what I be-
lieve should be done in the concluding segment of my comments.

Several bills before this Subcommittee extend the length of the repayment
period that the CCC can offer. It is clear to me that we need to move in this
direction for a variety of reasons. First, the CCC does not have the same
flexibility regarding terms that the other principal exporting nations enjoy.
We need to give our CCC the same capacity. Second, intermediate term credit
would provide for the financing of storage and dock facilities and for the
importing of livestock, items that can be capitalized over a longer period of
time than the three year period that currently is available.
One of the troublesome issues relating to intermediate term credit has to do

with the exemption that CCC exports currently have from cargo preference.
I am a strong supporter of the American maritime industry. We need to do
something to assure the viability of this industry. It will be difficult for many
members of Congress to decide whether or not commodities shipped under an
intermediate credit should continue to be exempted from cargo preference.
Senator Lugar, in his bill, has tried a rather interesting approach. I am
hopeful that we can reach a mutually satisfactory solution on this problem.

OTHER TRADE BILL ISSUES

A bill introduced by Senator Clark and myself this past week addresses
other food and fiber trade issues. Briefly, this legislation would create an
Under-Secretary for International Affairs at the Department of Agriculture.
Also, it would authorize up to 25 new Trade Offices similar to the one we
now have in London. Further, it would permit our agricultural attaches to
be promoted to the rank of Counselor. Finally, it would extend intermediate
credit, an issue discussed in other parts of my testimony.
The purpose of this legislation is basically to improve the U.S. Department

of Agriculture's role in food and fiber trade. When it comes to trade policy
matters, the USDA has been treated as a second class citizen. We need to
upgrade the Department and to make its role consistent with modern reali-
ties. This is the intent of Senator Clark's bill.

BILLS PENDING BEFORE CONGRESS

There are four major agricultural trade bills currently pending before Con-
gress. I will not go into a thorough review of each of these pieces of legisla-
tion. Certainly all were spawned with the idea of increasing U.S. food and
fiber exports. To some degree, these bills embody differing approaches to the
same problem. A brief review is in order:
(1) S. 2385. This bill is the most sweeping of the bills before Congress. In-

troduced by the late Senator Hubert H. Humphrey, it enjoys the support of
29 cosponsors, myself included. This bill has two provisions. The first involves
an intermediate credit. The second concerns establishing the eligibility of
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nonmarket economy countries for participation in Commodity Credit Corpora-
tion programs.
The second provision is clearly the most controversial segment. When Sena-

tor Humphrey introduced this bill, he said that he wanted to trade anything
that could not be shot back. I believe I have discussed this provision adequately
in other portions of my testimony.
(2) S. 2405. Introduced by Senator Lugar, this bill would authorize an in-

termediate term agriculture export credit program. This particular approach
deserves serious attention. It may prove to be a worthy compromise if unen-
cumbered intermediate credit legislation cannot be enacted.
(3) S. 2504. Introduced by Senator Dole, this bill would permit Commodity

Credit Corporation credit to be channeled through exporting firms. This bill
should be viewed as a complement to other legislation and the existing pro-
gram, rather than a separate substitute. This bill would be very helpful in
improving the trading relationship with countries such as the Peoples Re-
public of China which would prefer deferred payments rather than straight
credit. This particular bill would permit such arrangements.
(4) S. 2968. Introduced by Senator Clark with my support, this bill has

four components. It includes provisions for the creation of a Under Secre-
tary for International Affairs, for the promotion of attaches to the rank of
Counselor, for up to 25 International Trade Centers, and for an intermediate
commercial credit. It is my understanding that this bill enjoys wide Adminis-
tration support. I believe that this bill is farsighted and that it will enhance
our opportunities in export markets in the next decade.

CONCLUSIONS AND RECOMMENDATIONS

Mr. Chairman, my comments have been rather comprehensive. I believe
that I have demonstrated that agriculture is a unique part of international
commerce. Restrictions in our food and fiber exports, particularly those added
by the Trade Reform Act of 1974, have not achieved the intended effect. We
must carefully assess these restrictions to determine if they should be modified
or eliminated. Also, we must seek to improve our export programs and policies
if such approaches offer promise of export expansion for America's food and
fiber.

It makes little sense to attempt to improve domestic farm policy without re-
viewing the export situation. Clearly, both are related to farm income.
We have made marked improvements in our food and fiber exports in recent

years. Unfortunately, I cannot attribute this improvement to our Government,
but rather to increased world demand, due to a changing diet (with increased
emphasis on protein), and the market development efforts by cooperatives
and the private sector. We have nearly two thirds of the world market in
feed grains and soybeans, as well as half of the world wheat market. These
figures should not lull us into complacency. In fact, we must redouble our
efforts to preserve our market share.
Again, we must be careful in our Government policy not to throw this

Nation into a bitter trade war with other food and fiber exporting nations.
While I beileve that we should have a bigger share of some markets, I believe
that a bigger world market exists, particularly if we develop the right policies
to encourage the growth and development of such a market.
Our government's record in market development has not been bright. We

have not given our federal employees involved in this area of responsibility
the tools or status they warrant and need to achieve total effectiveness. Our
Nation has invested only a small fraction of what other exporting countries
are investing in market development activities.

Recently I had the opportunity to share some of my thoughts with Commis-
sioner Jim Graham of the North Carolina Department of Agriculture. Our
Commissioner is an enthusiastic promoter of North Carolina agriculture, both
at home and abroad. Our Commissioner knows the value of farm exports and
he is convinced that farm income will be directly related to our success in
international markets.
Mr. Chairman, I believe that many of the trade related issues before your

Subcommittee can be resolved in short order. Unfortunately, the Administra-
tion has stated that the President will veto legislation containing the extension
of CCC credit to non-market economy countries. The Administration's position
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disappoints me greatly. But this position is a crucial reality those of us con-
cerned with trade policy must face.
With this in mind, I suggest that extension of CCC credit to non-market

economy countries be clearly separated from other trade related issues. I
would like to see such a bill come to the floor. I would support it strongly,
both because of my desire to expand trade but also because I believe it could
lead to a liberalization of the Soviet Union's emigration policies. However,
I believe we should send to the President the best trade bill that can be
developed.
Mr. Chairman, I want to thank you for calling these hearings. I believe that

they will lead to a full discussion of these very important issues. I am going
to read as much of the testimony that is given to this Subcommittee as I
can. While I feel confident in my views, I am interested in reviewing the
ideas and thoughts of those that will appear before this Subcommittee.
Further, I would like to complement Senators Clark, Dole and Lugar, all

of whom have introduced thoughtful trade expansion bills. Most importantly,
we should not forget that our late friend, Senator Hubert H. Humphrey, in-
troduced one of the bills before this Subcommittee. Certainly, Hubert's dedi-
cation to America's farmers was total and his knowledge of food and fiber
export policy was complete.
Mr. Chairman, I thank you for this opportunity to appear here today.

STATEMENT OF HON. ADLAI STEVENSON, A U.S. SENATOR FROM ILLINOIS

I am grateful to the distinguished Chairman of this Subcommittee for the
opportunity to testify on the need to expand U.S. agricultural exports. I also
commend the Chairman for scheduling these hearings. Action to increase farm
exports is urgently needed to reduce the alarming dimensions of the farm
crisis and the trade deficit.
The U.S. trade imbalance was $27 billion last year, and a staggering $4.5

billion in February. The dollar is depreciating erratically and causing infla-
tion in the U.S. and uncertainty in the money markets which in turn reduces
levels of rade and investment in the world. The farm crisis is in some ways
unparalleled since the Great Depression. Pressures are mounting to protect
U.S. industry from foreign competition and decrease U.S. food production.
Those directions produce inflation, economic stagnation and global political
instability. To decrease food production when much of the world is already
hungry and its population is likely to double in the next 25 years would
cause more inflation and human distress on a broad scale.
A more promising policy than to decrease imports, is to increase exports.

Such a policy would maintain food production, let food prices find their
market level, and use subsidies, if necessary, to help sell surpluses abroad.
Instead of protecting itself from foreign competition the U.S. would go out to
beat the foreign competition. We need increased world trade, free and fair, to
continue economic growth and put people to work. We need maximum agri-
cultural production to reward the efficient farmer and feed a starving world.
Our authority in the world as well as our economic well-being requires no less.
The importance of exports to our farm economy cannot be overestimated.

The U.S. is the world's largest exporter of agricultural products. In dollar
value, farm exports over the past four years have ranged between $22 and
$24 billion. The U.S. ships about one-sixth of the world's total agricultural
products. About 100 million acres, almost one in three of harvested cropland,
are devoted to production for export. Foreign markets absorb almost two-
thirds of U.S. rice and wheat production, almost one-half of our soybean
production, nearly two-fifths of our cattle hides, and about one-fourth of our
feed grains.
The importance of farm exports to the economy of my home state of Illinois

is even greater than for the nation as a whole. In fiscal year 1977, Illinois
was the number one agricultural exporter, exporting agricultural commodities
worth $2.5 billion; $1 billion of the total was feed grains, $823 million soy-
beans, $179 million in soybean meal, and $100 million in soybean oil. In per-
centage terms, Illinois exports over fifty percent of its soybeans and over one-
third of its corn. This is especially significant when one considers that Illinois
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has been the number one producer of corn in each of the last three years, and
is always number one in soybean production.

It would be a mistake, however, to focus on agricultural exports as strictly
a regional or Illinois concern. It is a national concern because farm exports
produce jobs throughout all levels of our economy and all areas of our coun-
try. The USDA estimates that in 1974 each dollar of agricultural exports stimu-
lated an additional 96 cents of output in the national economy. In 1974, an
estimated 1.2 million full-time civilian jobs were related to agricultural exports.
Of these, slightly more than half were non-farm jobs directly or indirectly
related to the assembling, processing, and distribution of agricultural goods for
export. About 50,000 of these jobs were in food processing, 300,000 in trade and
transportation, 100,000 in other manufacturing sectors, and 200,000 in other
services.

Given the crucial significance of agriculture exports to the national econ-
omy and to reducing our trade deficit, it is disturbing to note that even though
U.S. farm exports will increase this year to a record 100 million tons, the export
value of these commodities may be only $22.5 billion—$1.5 billion below the
$24 billion of agricultural commodities exported in FY 1977. This level of
exports is simply not high enough to absorb the crops that American farmers
produce. It will not help the farmers currently caught in a tragic cost-price
squeeze.
If we are to create growing export markets for America's farmers, we can-

not do so by relying on Mother Nature's willingness to create drought and dis-
aster abroad. Aside from being cynical, such a non-policy abandons planning
in favor of the vagaries of climate and weather. We cannot rely on floating
exchange rates which have little effect on the competitiveness of our agricul-
tural commodities. We cannot rely on any perceived monopolistic position;
Canada, Australia and increasingly the developing nations, most notably Argen-
tina and Brazil, have beaten us to the punch in developing new markets, such
as the Peoples Republic of China, and in competing for established customers
by offering better credit terms. Finally, we cannot naively rely on a free
market for trade barriers, as in the European community, can erode large
markets.
What we can do is to take a hard look at U.S. agricultural export policy and

remove the roadblocks to increased agricultural exports. The Senate Subcom-
mittee on International Finance, whichs'I chair, is presently conducting a review
of overall U.S. export policy and, within this review, we have examined the
competitiveness and future prospects of our agricultural exports. Some of the
impediments we have identified—such as import barriers within Europe and
Japan—cannot be reached by legislation. I would urge this Subcommittee,
however, to impress upon Ambassador Strauss the importance of reducing for-
eign barriers to U.S. agricultural exports, especially meat exports. Much of the
present controversy surrounding meat imports might be diluted if, instead of
exporting grains to feed hogs and cattle abroad which result in greater meat
imports back into the U.S., we exported more meat. This may well require
more funds for agricultural research to develop improved means for processing,
packaging, transporting and storing meat, as well as agreement on international
standards for meat quality.
There are, however, major barriers to U.S. farm exports which we have con-

structed ourselves, and I am here today to urge this Subcommittee to report
legislation that helps dissolve those barriers. The principal roadblocks that have
come to the attention of the Subcommittee on International Finance are the
absence of intermediate credit terms under the CCC export credit sales program
and the special requirements for participation in CCC programs imposed on
non-market economy countries under Title IV of the Trade Act of 1974.

Several of the bills that are the subject of today's hearing would permit the
CCC to extend intermediate term commercial credits to support farm exports.
My own proposal in this regard, which I will introduce today as a separate

bill, would amend the law to permit the Commodity Credit Corporation to
extend commercial export credits for up to ten years. In this regard, it is simi-

lar to S. 2385, S. 2405, and S. 2968. Presently, the CCC is limited to three-year

maturities. Our principal competitors in Canada, Australia and Argentina are
not similarly handicapped. This limitation not only serves to put our exports at

an unnecesssary competitive disadvantage but also prevents U.S. sales of farm
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exports to countries facing severe bunchings of international debt in the next
several years. In hearings on international debt in the Subcommittee on Inter-
national Finance, and in my meetings earlier this year with officials in Eastern
Europe, it has become clear to me that the CCC must have authority to issue
intermediate credits if we are to expand markets for our agricultural exports
in the developing nations and the non-market economy countries. Poland and
other of our best agricultural customers have reached the limit of their short-
term hard currency borrowing ability and will not be able to participate
further in the CCC program unless we can offer them intermediate credit
terms. They will turn to our competitors who, in the past, have shown a will-
ingness to extend longer-term credits when necessary to make a sale. In this
regard, I offer for your record a letter from USDA's Foreign Agricultural Serv-
ice which discusses the practices of our competitors in this regard. The ability
to offer intermediate credits will put us on an equal par with competitors and
will also expand long-term agricultural trade prospects, since under my bill
such credits could be used to construct storage and port facilities and accu-
mulate grain reserves. This will have the benefit of assuring more constand
agricultural markets, thus avoiding the sharp downward price pressures that
have occurred in recent years.
My proposal differs from S. 2405 and S. 2968 by not limiting intermediate

term credits to support only long-term agriculture trade. As I pointed out
earlier, the immediate and near-term debt problems facing many of the Eastern
European and developing nations make it imperative that we be willing to
extend longer repayment terms. Such terms would not be concessional ; they
would merely fill a gap in the credit market for agricultural commodities, a
gap which the Export-Import Bank currently fills for our other exports by
extending longer repayment terms than customarily provided by commercial
banks. However, following the pattern of the Export-Import Bank, my proposal
provides that, in making any intermediate credit available, the Secretary of
Agriculture must determine that there is reasonable assurance of repayment.
This will insure the commercial nature of the program.
In addition, my proposal would exempt CCC commercial agricultural ship-

ments financed under the new intermediate credit program from the U.S. flag
ocean vessel requirements of the Cargo Preference Act. Short-term CCC credits
are not subject to this requirement now, and the mandatory use of high cost
U.S flag ocean vessel would severely limit, if not destroy, the value of the
intermediate credit program as a means for expanding U.S. agricultural exports
because it would price our commodities out of world markets. This conclusion
was strongly supported by private witnesses at a recent hearing on U.S. agri-
cultural export policy held in Chicago by the Subcommittee on International
Finance. Clearly, such special interest legislation, which does not even now bene-
fit those interests, should not be used at the expense of the U.S. farmer, nor
should it be used at the expense of the U.S. taxpayer, which would be the result
of S. 2405.
The importance of fully opening up the non-market economies to our agri-

cultural exports has been stressed by every farm witness before the Subcom-
mittee on International Finance and I would like to submit for the record sev-
eral recent analyses of this market potential, including one by the USDA's
Foreign Agriculture Service. The Peoples Republic of China is expected to
import nearly 10 billion tons of grain from Canada, Australia and Argentina
in 1977-78. So far, the U.S. has been unable to penetrate that market on a
regular basis. The Soviet Union and Eastern Europe are chronic grain deficit
areas with ambitious plans to expand livestock and poultry production. The
potential for strong soybean, feed grain and wheat markets in these countries
is large. But the availability and terms of credit to finance their purchases of
agricultural commodities has become increasingly important due to their con-
tinuing hard currency balance of trade deficits. If we don't participate in these
markets now, we may never be able to participate as other nations—Canada,
Argentina, Australia and developing nations—take our place. And as we fail to
develop commercial relations with the Eastern European nations we also leave
them dependent on the U.S.S.R.

Yet, we should not throw open the floodgates of commerce with the U.S.S.R.
and other non-market countries with nothing more than a hope for trade and
its economic benefits. Our economic relations with the Soviet Union and every
other country must be subordinated to matters of higher national interest. I
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thus do not support measures to open up all the nonmarket countries to CCC
credits without qualification.
I have developed a formula which I intend to propose for Eximbank credits

in the Banking Committee. This formula may also prove useful to this Sub-
committee in its deliberations on CCC credits. It is not a part of the CCC bill I
am introducing today, which relates solely to intermediate term credits.
The proposed amendment to the Eximbank Act would supersede the provisions

of the Trade Act of 1974 with respect to Eximbank credits for exports to non-
market countries other than the Soviet Union, but would not supersede provi-
sions concerning most-favored-nation treatment or CCC credit. The conduct of
the Soviet Union in Africa at the moment is not one to warrant apparent trade
concessions and certainly not a suggestion that its policy on emigration is
acceptable.
We should not, however, let Soviet conduct frustrate better trade relations

with other countries that pose no threat to U.S. interests. By doing so, we
merely force their continued dependence on the Soviet Union and punish our-
selves. Under my proposed amendment to the Eximbank Act, a new procedure
would be established for determining the eligibility of countries to receive ex-
ports supported by the Eximbank. Under this procedure, the President would
submit to Congress a list of those countries for which he has determined that
eligibility to receive Eximbank supported-exports is in the national interest,
taking into consideration each country's relationship to the United States and
to countries friendly or hostile to the United States, its internal stability and
creditworthiness, and its policies and actions with respect to the peaceful
settlement of international and internal disputes, human rights, including spe-
cifically the right to emigrate, and such other factors as he chooses. During
the 60 days fallowing submission of the list, Congress would have the oppor-
tunity to review the ilst, and could, if necessary, disapprove the list by con-
current resolution of both Houses under expedited procedures. If the list were
disapproved, all countries previously eligible would remain eligible until a
new list became effective.
The President could propose a revised list at any time, and such revised lists

would be subject to the same Congressional review procedure as the initial list.
He could remove a country from the list at any time. The eligibility list proce-
dure provided by the amendment would replace provisions in the current
statute which require national interest determinations for Communist coun-
tries before the Bank can support exports destined for such countries and
separate determinations for each such loan over $50 million.
I believe such a formula deserves serious consideration because it preserves

Jackson-Vanik with respect to the Soviet Union, where there are many per-
sons who wish to emigrate; it ends the anachronistic Communist/non-Com-
munist formula which is a by-product of the cold-war already supplanted by
Congress in the Export Administration Act; and it should produce benefits for
the U.S. economy by creating more exports and more jobs.
I urge the Subcommittee to act expeditiously on the bills before it and to

give urgent consideration to the promotion of increased farm exports.

[ S. 3011, 95th Cong., 2d Sess.]

A BILL To authorize the Commodity Credit Corporation to extend intermediate term
agricultural credits in support of the export of agricultural commodities and the
development of long-term agricultural export markets abroad

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled. That this Act may be cited as the
"Agricultural Export Credit Act of 1978".

SEC. 2. Section 4 of the Food for Peace Act of 1966 (80 Stat. 1538; 7 U.S.C.
1707a) is amended to read as follows:
"SEC. 4. (a) Commercial sales of agricultural commodities out of private

stocks on credit terms of not to exceed three years may be financed by the
Commodity Credit Corporation under its export credit sales program.
"(b) Export sales of agricultural commodities, whether from private stocks

or stocks owned by the Commodity Credit Corporation, or related services or
facilities may be financed by the Commodity Credit Corporation on credit
terms in excess of three years, but not more than ten years; provided, however,
that for each financing provided under this subsection, the Secretary of Agri-
culture must determine that there is a reasonable assurance of repayment. The

28-747 0-78-9
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provisions of Public Law 664, Eighty-third Congress, as amended (68 Stat. 832,
46 U.S.C. 1241 (b) ), shall not apply to sales financed pursuant to this.subsection.
"(c) There are hereby authorized to be appropriated such sums as may be

necessary to reimburse the Commodity Credit Corporation annually for its
actual costs incurred or to be incurred under programs undertaken under this
section.".

U.S. DEPARTMENT OF AGRICULTURE,
OFFICE OF THE GENERAL SALES MANAGER,

Washington, D.C.
HOD. ADLAI E. STEVENSON,
U.S. Senate, WaBhington, D.C.
DEAR SENATOR STEVENSON: This responds to your telephone request for a

statement about export credit practices of competing exporter countries.
As suggested in your conversation, we find this subject was covered in

material supplied for the record to complete my testimony before your Sub-
committee in late February. A copy is enclosed for your convenient reference.
In addition to items cited in the testimony, it should be noted that Canada has
also supplied wheat credit to Algeria on ten year terms within recent years.
Notwithstanding the substantial record of intermediate term credit com-

petition during the recent past, we know of no such arrangements currently
outstanding, a circumstance we relate to reduced supplies in competitor coun-
tries rather than to any lack of authority to provide such credit. It is quite
possible that U.S. capacity to provide intermediate credit would serve to deter
competitors from again capitalizing on the existing gap in our authorities, thus
restraining rather than encouraging the use of longer term credits.

Sincerely,
KELLY HARRISON,

General Sales Manager.

ANALYSIS OF CREDIT PROGRAMS OF SELECTED FOREIGN COUNTRIES

Competing suppliers of agricultural commodities, notably grains and soy-
beans, do not make public the terms of their credit arrangements as does the
U.S. Consequently we cannot be as specific as we would like to be in this area.
What information we have is usually after the fact, second-hand and sometimes
incomplete. It can be summarized as follows:
Canada—Wheat exports from our strongest competitor are controlled by

the Canadian Wheat Board (CWB) which has monopolistic, powers over
Canada's wheat marketing, including transportation and exports. It finances
its' operation with bank credit which is guaranteed by the government. It does
not own physical facilities. Privately owned entities such as elevators, termi-
nals and grain companies function as agents of the CWB.
The CWB sells through agents to private buyers in foreign countries, under

standard commercial practices. It also sells to such buyers on special credit
terms, and negotiates directly with grain importing agencies of foreign govern-
ments. CWB offers importers credit terms of up to 3 years. Longer term credits
are at times extended on government-to-government arrangements.
No information as to interest rates has been received respecting credit sales

to the People's Republic of China. Reportedly, down-payments of 10 percent to
25 percent were made. Information as to the volume of such sales is incom-
plete. A 1977 sale to Poland was for 5 percent down, for 3-years at 1/2 percent •
over the London Bank offering rate. There is reason to believe that many sales
to Eastern Europe are on still more favorable terms.
Canada has sold to Peru on 5-year terms with interest as low as 5 percent.

Last year, one sale on 3-year terms with 5 percent down was reportedly at
71/2 percent interest when the CCC rate for a similar transaction would have
been 9 percent.
A sale to Brazil was clearly concessional, with interest at 5 percent, a 5 per-

cent down payment, a 2-year grace period and repayment over 10 years. A sale
to Brazil in 1977 was for 3-years at 71/4 percent, below the corresponding CCC
Credit rate. Syria bought Canadian wheat on 3-year terms at 61/4 percent
(however CWB was not involved).
Canada does not have an official concessional program; however, the Export

Development Act of 1969 provides the framework through which an effective
concessional program has been maintained. Interest-free loans can be made



127

available for up to 50 years with grace-periods for up to 10 years. Up to 20
percent of the value under bilateral agreements can be granted for projects in
recipient countries, on a totally untied basis.
Australia—The Australian Wheat Board which is controlled by producers,

buys and sells all wheat marketed. It receives credit advances from the Reserve
Bank of Australia. It sells directly to foreign governments and to commercial
grain traders.

Sales to government comprise a large portion of total exports, at times more
than 50 percent. These involve substantial use of credit, reportedly up to 10
years although the usual period seems to be 12 months. Interest rates of 61/2
percent have been reported but information in this area is incomplete. In at
least one instance the AWB provided a "volume discount".

Sales to private traders is a residual amount for after sales to governments
are made; also, provisions for the GOA food-aid program. The AWB rarely
provides credit to commercial importers, although private grain traders at times
do so.
Argentina—The National Grain Board is the only legal market for wheat

and feed grains. Among other functions it negotiates bi-lateral agreements with
Importing countries. These are essentially statements of intent. The eventual
price is fixed with reference to actual market values.

EUROPEAN ECONOMIC COMMUNITY

Subsidies, rather than credit terms, comprise the main tool used to stimulate
exports and relieve over supply situations. EC prices are normally higher than
world prices and some subsidy would be needed to bridge this gap. However,
there have been subsidies more than sufficient to bridge this gap, leading to con-
cern about unfair trade practices. Also, the size of the subsidy can vary by
country of destination, to encourage penetration of particular markets.
In addition to EC export subsidies, the individual member countries are free

to use long-term credits and low interest rates to make the offered price still
more attractive. Two-year credits at 3 and 31/2 percent interest have been
reported. The combination of subsidized prices and convenient credit terms
makes the EC a formidable competitor.
Brazil—A system of tax forgiveness and tax credits is a major tool for

implementing Brazil's export policy. Adjustment of various tax items within
the system can have pronounced affect in distorting export prices of processed
goods, increasing or lowering them with respect to domestic prices and world
market, according to government aims.

Until recently, soybean oil exports were accorded a substantial price advan-
tage, but no longer. Also soybean meal prices were set so as to favor meal
exports. This too has been corrected.
As long as the system itself remains intact, however, the GOB has the means

of implementing specific policies that can give Brazilian products a distinct
competitive advantage in foreign markets. Reacting to specific commodity situ-
ations, future export policy may differ from that of today.

Preferential financing is another export-incentive. Loans are made for produc-
tion destined for export at two fifths the normal rate of interest.
There are also subsidies. For example, all cotton exports are currently sub-

sidized by 20 percent, payable in raw cotton from government stocks.
Brazil has been known to offer soybean oil on 3 year terms and interest simi-

lar to the CCC Export Credit Program.
Japan has a rice-export program patterned after P.L. 480 Title I. At different

times, the Philippines obtained rice from Thailand on 12-year terms with a

3-year grace period and 71/2 percent interest, and from Taiwan on 10-year terms
with the same interest and grace period. The PRC reportedly sold rice to Sri

Lanka on 20 year terms, interest free.
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COMPETITIVENESS OF U. S. EXPORTS AND MEANS

TO CLOSE THE U. S. TRADE GAP

Prepared for the

United States Senate
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Subcommittee on International Finance

by the

U.S. Department of Agriculture

Foreign Agricultural Service
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on

February 23, 1978

in response to a list of questions submitted to the

Honorable Bob Bergland, Secretary of Agriculture, on

January 23, 1978, by the Honorable Adlai E. Stevenson,

U.S. Senator from Illinois.
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1. IN WHAT PRODUCT AND GEOGRAPHIC MARKETS HAS THE UNITED STATES BEEN
A SUCCESSFUL EXPORTER, AND WHY'

Grains 

Overall export success. The United States is the largest grain

exporter in the world, accounting for 50 to 55 percent of total world

grain trade in recent years. World grain trade has increased sharply

in the 1970's with the U.S. capturing most of the increase and improving

our market share. Exports of both wheat and corn contributed to this

increase. In the future, corn is expected to account for additional

increases as the world demand for livestock feed increases.

Principal markets. The destination of our grain exports are world

wide. Our major markets are Japan, Europe, and the USSR.

Reasons for success. One of the major factors for our increased

export volume in the 1970's has been the success in supplying grain to

the USSR and East European markets. In the case of the USSR, we now

have a formal agreement which guarantees that at least 6 million tons

of U.S. wheat and corn will be sold to the USSR each year. Pr-or to

the signing of the agreement, purchases by the USSR had been erratic

and at times caused serious disruptions in U.S. grain prices. Another

important factor for our increased trade with the USSR was the extension

of credit during 1972 to assist the financing of U.S. grain purchases.

Prior to that time such credit had not been available. In East Europe,

increased demand for livestock products has increased the need for

feedgrain imports, with the U.S. taking the major share of the increase.

Again, the extension of credit has been an important means of increasing

our grain sales in East Europe.

Another very significant factor has been the transfer by our

market development cooperators of technology regarding the processing
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and utilization of U.S. grains.

Oilseeds and Products 

Overall export success. U.S. exports of these commodities in

CY 1977 were a record level of 23.0 million tons (aggregate of

oilseeds, meals and oils) valued at more than $6.6 billion.

Despite tough competition from developing countries like Brazil,

Argentina, and Malaysia, the United States managed to maintain a

respectable share of the world market for oilseeds and oilseed

products.

Currently, the U.S. share of the total soybean meal export market--

with soybeans converted to a meal equivalent basis--approximates 65 per-

cent (49 percent in the form of beans and 16 percent as meal). The

U.S. share of the world soybean and soybean oil market--oil basis--

currently stands at about 71 percent. On the total fats and oils

basis, the U.S. share of the world market ranges between 27 and 38

percent.

Principal markets. Nearly all developed nations and even a number

of centrally-planned and developing nations are significant markets for

our exports of these commodities. Japan, the Netherlands and Germany

are our largest three markets.

Reasons for success. Soybeans represent a cheap but protein-rich

source for meal used as a feed ingredient in the livestock and poultry

industry. No other country at present is able to produce so greatly

beyond domestic requirements as the United States is able to. World
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demand for soybeans has grown as the demand for meat has grown along

with growth in world income.

The P.L. 480 program has made a significant contribution to the

expansion of vegetable oil exports from the United States. Currently,

our concessional sales of soybean oil account for about one-third of

our total soybean oil exports.

Market promotion activities also have had a positive impact on

oilseeds and oilseed products in general.

Cotton 

Overall export success. In 1976/77 (August-July) U.S. cotton

exports were 4.8 million bales, 27 percent of world trade. This

kept the United States the world's largest cotton exporter. The

1976/77 volume was substantially higher than average shipments of

3.2 million bales for the recent period of low shipments, 1963/69-

1971/72, but not as high as the recent peak level of 6.1 million

bales in 1973/74. The 1976/77 level should be approximately maintained

in 1977/78.

Principal markets. The Far Eastern countries, which have taken

over three-quarters of U.S. shipments in recent seasons, are our

principal markets. Japan and Korea, each of which now receive over

900,000 bales of U.S. cotton annually, are the two most important buyers.

Reasons for success. Long-term business ties--fostered by pro-

motional efforts by foreign mills and the Cotton Council International--

are partly responsible for the favorable U.S. position in the

Far East. Proximity and availability of cotton in quantity and a
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variety of descriptions (cotton classifications) are also important,

as are the benefits of CCC Credit, P.L. 480, and (in Japan) Export-

Import Bank loans. CCC Credit has been important in the Korean market,

while P.L. 480, now less important in Korea than some years ago, is

important in Bangladesh and Indonesia.

Tobacco 

Overall export success. Unfortunately, the United States' market

share in tobacco has not been increasing. U.S. leaf tobacco exports

in 1977, at 262,179 tons, accounted for 21 percent of total world tobacco

trade. This is down from 24 percent in 1973 and perpetuates a slow

long-term down trend that is expected to continue in the foreseeable

future.

Principal markets. Our best markets for U.S. unmanufactured tobacco

exports have been Western Europe and Asia. The European market, although,

declining in U.S. share, has been the mainstay for U.S. leaf exports,

taking almost one-half of our CY-1977 total. The Asian market, primar-

ily Japan, accounted for 35 percent of total CY-1977 U.S. unmanufactured

tobacco exports.

Reasons for success. Increased demand for blended cigarettes con-

taining U.S. leaf has developed throughout our major markets since

World War II. U.S. cigarette leaf has certain qualities that manufacturers

find essential and unavailable from other countries.

Western Europe is deficit in leaf production and has relied heavily

on the United States for its tobacco supplies. Restrictive trade policies

and increasing quantities of cheaper leaf available from third country

suppliers have, however, limited exports to this area in recent years.

Growing demand for higher quality cigarettes in Japan, Thailand,
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The Republic of China, the Republic of Korea and the Philippines has

fostered significant markets in these countries. U.S. cigarette exports

to these areas and to the Middle East have increased sharply in recent

years. Many countries have made the decision to either supplement

domestic production with imports, or substitute imports for domestic

output. This increased trade is abbetted by the multinational nature

of many large cigarette companies. U.S. cigarette shipments in CY-1977

reached $615 million - a new record.

Livestock Byproducts 

Overall export success. U.S. exports of livestock and meat by-

products have witnessed a strong expansion in recent years. Larger

exports of hides and skins, tallow and greases, and variety meats (offals)

have been primarily responsible for this increase. In 1977 exports of

hides and skins (mostly cattle hides) equaled $578 million, tallow

and greases $549 million, and variety meats (offals) $158 million.

Since 1970, the volume of cattle hides has grown by more than two-

thirds and the volume of variety meats by about 60 percent. The volume

of tallow and greases has also grown, but less so.

Principal markets. About half of the U.S. exports of hides and

skins are sold to Japan and the Republic of Korea. Western Europe,

Canada and Mexico are also large markets. Western Europe, Japan, and

the Republic of Korea are the largest markets for U.S. tallow and

greases. The European Community and Japan together imported 87 per-

cent of our variety meat exports.

Reasons for success. U.S. niaes ana skins are derived primarily

from grain-fed cattle and are of high quality. Tallow and grease exports

expanded sharply in 1977 as a result of lower world availability and
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consequently higher price of vegetable oils. While the European Community

and Japan impose quotas and/or levies on imports of beef, imports of

variety meats are subject to only a duty. As a result, retail prices

of variety meats are low in relation to those of beef, encouraging strong

consumption of variety meats in those countries.

Poultry Meats 

Overall export success. Since 1970, there has been an increase

in the export value of these commodities of about 300 percent, with most

of this success occuring since 1973. In volume terms the increase has

been about 180 percent.

Principal markets. Certain of the Far East countries--Japan, Hong

Kong, and Singapore--have been some of our longer term successes.

European markets have been substantial markets for our products in the

Past and some of the Middle Eastern countries appear to have significant

potential for us.

Reasons for success. Our success in the Far East results from long-

term market promotion efforts. The U.S. share is increasing even :hough

some competing suppliers are closer. In Europe extensive governmental,

cooperator, and industrial efforts have been necessary to hold as much

of these markets as possible as additional tariff and nontariff restric-

tions are placed on imports. The Middle East potential depends on the

speed with which they complete--and the success with which they operate--

certain new domestic poultry-raising operations. Also the nearness of

certain European countries permits products to move by truck to the market.

The logistics of distributing 100 to 300 metric tons from a few trucks

are much simpler than unloading and distributing 2,000 to 5,000 tons

from a ship. However, larger shipments of poultry meat, and eggs, have

moved to this area and have been distributed.
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2. ARE OTHER COUNTRIES THREATENING THE U.S. EXPORT POSITION IN
OUR TRADITIONAL HARKETS?

Grains

Although the United States is the world's largest exporter of

wheat, competing countries consistently price their wheat below

U.S. prices. The United States thereby becomes the world's residual

supplier. Australia through lower prices and/or special credit terms

undercuts us in Asian markets. Argentina undersells us in Latin

American markets, while Canada is a strong competitor in Europe,

Africa, and Latin America. In the fall of 1976 and again in l97-,

Canada sold large amounts of lower-grade wheat to large grain

companies at prices well below their current market prices to reduce

their supplies and storage costs. This wheat was shipped to many of

our traditional markets throughout the marketing season at prices

substantially below U.S. wheat.

With regard to U.S. feedgrains, Argentina, South Africa,

Thailand and, on occasion, Brazil and a few others compete with us

in our traditional markets. To the extent that these countries

are able to export, they tend to displace U.S. sales because most

will set their prices far enough under U.S. prices to clear all the

grain they desire to sell.

The United States has long felt that the European Community's

Common Agricultural Policy (CAP) with its complex system of price

supports, threshold prices, variable levies, etc., has promoted intra-

community trade to the detriment of our exports. Over the years it
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has developed into a powerful force for protectionism and restriction

of trade

Oilseeds and Products 

The United States is facing stiff competition in foreign markets

as a result of Brazil's increasing exports of soybean meal to

traditional U.S. soybean meal markets.

Exports of U.S. soybean meal to Europe have dropped sharply due

to "quality" problems and competition from Brazil. U.S. soybean meal

exports to all markets dropped 16 percent between CY 1976 and CI 1977.

:.lore alarming is the fact that U.S. exports of this commodity to

Europe dropped 41 percent during the same period, from 4.2 million

tons to 2.9 million tons.

Reportedly, European buyers can obtain, at the same price,

soybean meal with a higher protein content from Brazil than from

the United States. Brazilian exporters of soybean meal are currently

receiving approximately $7 in the form of tax credits for each ton of

meal exported. Over the long term, it has been projected that Brazilian

soybean production could more than double by 1985, to approximately 25

million metric ton's with most of the increase being exported. Exports

will likely be in the form of oil and meal as Brazil's crushing

capacity expands in line with its policy to increase the value-added

portion of exports. Consequently, the U.S. soybean export situation

will become worse. FAS and the U.S. soybean meal industry are currently

developing a stategy to combat the effects of Brazilian soybean
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meal exports to Europe.

Another area of concern is the increasing availability of palm

oil in the world market. World palm oil production in CY 1978 is

estimated at 3.75 million metric tons and is projected to increase

steadily, reaching 6.1 million tons by 1985. The crest in palm oil

production is not expected until the mid-1990's. Specifically,

Malaysia expects to more than double its annual palm oil production

to 4.4 million tons by 1985. A situation is developing whereby world

markets must be found to utilize ever-increasing supplies of palm

oil. U.S. soybean exports could be seriously hampered since soybean

oil competes with palm oil for most major uses--specifically,

margarine, mayonnaise, and cooking oil.

Cotton

Although the United States for decades held the dominant market

share for cotton in Western Europe, U.S. exports have declined in recent

years. Still amounting to a half-million bales annually, U.S. ship-

ments to Europe have been driven down by a number of factors. Several

new suppliers have entered the market, notably the Soviet Union but also

Turkey and some other Middle Eastern countries. Soviet cotton exports,

the most important source for Western Europe, have increased because of:

a) Steadily increasing Soviet production and Soviet need

to earn hard currency,

b) The Soviet selling agency "Exportljon" will accept
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payment in hard currencies such as the French Franc

at prices fixed in sales contracts up to six months

earlier, thereby taking the risk of foreign exchange

and price fluctuations,

c) Exportljon sells cotton of a quality that the large

international merchants in Europe can subdivide into

lots with more refined quality characteristics and

realize a larger merchandiser's profit upon resale,

d) Russian transportation to Europe is less expensive

and faster than U.S. transportation.

Tobacco 

The U.S. export position for unmanufactured tobacco is being

threatened in many of our traditional markets, especially our

European markets of the United Kingdom, Germany, Netherlands, Bel;rium,

Ireland. The competition is largely coming frcm developing countries--

Korea, Brazil, and Malawi. The primary basis of this competition is

the EC's Generalized System of Preferences for tobacco, the changes

in the rates and structure of tariffs in the EC-member countries, and

the escalating prices of U.S. tobacco.

Animal Byproducts 

There are at present no threats to the U.S. position in traditional

export markets for raw or cured hides/skins and animal protein meals
and

(meat and bone meal,/feather meal). However, such threats do exist

for tallow/grease. These threats are mainly in the traditional Asian
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and West European markets--e.g. Japan, Korea, Taiwan, India, Thailand,

and the EC countries plus Spain.

Asian market threats are coming from Australian and Canadian

tallow exports and also from palm oil exports, mainly from Malaysia

and Indonesia. They have become significant in the past three years,

and further intensification is currently indicated. Australia and

Canada have been using short and medium term credits for exporting their

tallow/grease to Korea, and this will likely continue.

European market threats are from palm oil. The threat so far is

still minor, although indications are for significant increase in the

future. There are also minor threats from Australian, East European

and Argentine tallow. The principal threat in the EC markets is a

likely continuation of EC domestic production of tallow/grease and

exports of this between EC member countries.

There is some indication of an increasing trend for domestic

hog grease production in Japan and Korea which threaten U.S. grease

exports to these countries.

Poultry Meats and Eggs 

The European Community's CAP provides for the subsidization of

poultry and eggs into the export market. This is a constant threat

to the U.S. position in its traditional markets. The EC is now

heavily subsidizing whole broiler exports--up to 12 cents a pound.

At present the subsidy impact is the greatest in the rapidly growing

poultry market in the Middle East, principally a market for whole

broilers. In the past, EC subsidization to Singapore, Hong Kong, and
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Japan severely affected the U.S. export position in these traditional

markets. At any time the EC could renew subsidization to these markets

and initiate subsidization to other traditional U.S. markets.

Recently, Brazil has initiated heavy subsidization of whole

broilers to the Middle East.

It is estimated that without subsidized competition, the value

of U.S. exports of poultry and eggs would at least double.

Apples 

The United States has essentially lost its traditional European

market for apples and pears due to restrictive EC import policies--

including a heavily protected French apply industry--and EC subsidies

on exports of French fruit to these countries. In the mid-1950's,

U.S. apple exports :o Europe normaily amounted to well over 2 million

cartons annually. Since about 1970 these shipments have rapidly

decreased and at present amount to about 500,000 cartons per year.

In addition, subsidized apple exports from France have decreased

the U.S. market share in several South American countries, most

notably, Brazil and Venezuela.

Other Fruits and Vegetables 

Under its Mediterranean policy, the European Community grants

?referential import duties to various Mediterranean countries for

the importation of fresh and processed fruits and vegetables. Israel,

Spain, Greece and Morocco (the major Mediterranean citrus producers)

are able to export citrus products to the Community with tariff re-
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ductions ranging from 40 to 100 percent. Tariff reductions (on

a seasonal basis) of 30 to 80 percent are granted on imports of =any

other Israeli fruits and vegetables. Similar tariff reductions on

vegetables are granted to the other countries which have preferential

trade agreements with the EC. These discriminatory duties have

encouraged further investments in agricultural producing areas. They

also have reduced the effectiveness of our foreign market development

activities in Western Europe.

3. ARE THERE INDUSTRIES AND AGRICULTURAL SECTORS IN OUR ECONOMY

WHERE DECLINING EXPORT COMPETITIVENESS IS LIKELY TO RESULT :N

JOB LOSSES?

Total Agricultural Exports 

Based on an input-output analysis, a USDA study indicates that--

for the $22 billion of agricultural exports in 1974--about $43 billion

of total business activity occurred. Thus, each dollar of agricultural

exports stimulated an additional 96 cents of output in the U.S. economy--

a multiplier effect of almost 2.

The additional $21 billion is accounted for by an additional

activity of $6 billion in the farm sector and $15 billion in the non-

farm sector. The latter consists of $2 billion in the food processing

sector, $5 billion from other manufacturing services, $2 billion in

trade and transportation, and S6 billion from other services. Thus,

about 70 percent of the additional economic activity occurred in the

non-farm sectors of the economy.

With regard to employment, an estimated 1.2 million fulltime

28-7 4 7 O-78------1O
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civilian jobs were related to our agricultural exports. Of this,

around a half-million U.S. farmworkers--14 percent of the U.S. farm

labor force--were required to produce 1974's agricultural exports.

In addition, more than 650,000 non-farm jobs were directly or

indirectly related to the assembling, processing, and distribution

of agricultural products for exports. Around 50,000 of these jobs

were in food processing; 300,000 in trade and transportation; 100,000

in other manufacturing sectors; and 200,000 in other service. Conse-

quently, in 1974 about 4 percent of the work force producing food

and kindred products, and just under 1 percent of the non-agricultural

civilian labor force, was likely engaged in providing goods and

services for agricultural exports.

Thus, any reductions in farm exports would mean some loss in

jobs. And we do face a challenge with regard to soybeans. Some of

our economists have made some estimates that reflect what would happen

if soybean exports were to decline. Also, a loss of tobacco exports

would present some particular hardships.

Oilseeds and Products 

It is estimated that for every 100-million-bushel decline in

U.S. soybean exports, 23,700 jobs would disappear. Out of these,

13,500 are in the farm sector and 10,200 in the non-farm sector.

In addition, for every $1 million (1967 dollars) decline in vegetable

oil and meal exports, our economy loses 96 jobs. Because of hi2her

current export prices compared with 1967, the number should be lower--

perhaps 60-70 jobs per $1 million decline in vegetable oil and meal

exports.
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Tobacco

Production and processing of tobacco is relatively labor

intensive and the labor employed generally is low-skilled.

The present tobacco support programs would prevent prices to

producers from falling. However, a buildup in stocks under Govern-

ment loans would occur if there were a loss of exports. This inevi-

tably would lead to cutbacks in production quotas for our tobacco

farmers. Such reductions would sharply and adversely affect the

largest, most capital-intensive, production units. Although these

units are comparatively well mechanized, they still employ relatively

large numbers of workers. Smaller production units, which rely mostly

on family labor, would continue to produce but at a reduced level of

income.

The volume of tobacco processed would fall with the loss

exports and cutbacks in production. Packing costs would rise and

the smaller, least-mechanized packers would be the first to go under.

Larger mechanized packers would reduce employment in order to oontrol

variable costs.

4. WHICH PRODUCT AND GEOGRAPHIC MARKETS FOR EXPORTS HAS THE U.S.

FAILED TO PENETRATE AND WHY?

Grains

The People's Republic of China (PRC) represents the major market

for grain which the U.S. has not been able to penetrate on a regular
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basis. In 1977/78 China is expected to import nearly 10 million tons

of grain from Canada, Australia, and Argentina.

The PRC has traditionally looked to these three countries for

its wheat needs and only when they were unable to meet its needs

has it considered U.S. wheat. We are hopeful, however, that the PRC

will diversify its wheat purchases more in the future and include

U.S. wheat. But there are some obstacles. The Chinese want contracts

guaranteeing certain specifications at unloading rather than at load-

ing; this is very unconventional for us. The Chinese have deferred

payment arrangements with other countries, while we are presently

unable to offer this.

Oilseeds and Products 

On balance, U.S. oilseeds and oilseed products penetrated a wide

spectrum of the world markets. However some markets are limited.

Examples of these are:

?RC: The reasons appear to be political. Access for various

oilseeds and products appear to be limited. Just recently, however,

the PRC has bought about 50,000 tons of U.S. vegetable oil.

Spain: A marketing quota on soybean oil consumption limits

utilization of soybean oil within Spain and frees the oil for export

to developing countries, thus reducing our share of the world vegetable

oil market. Spain, although a traditional buyer of our soybeans,

limits licensing of new crushing plants which in turn limits Spain's

import demand for soybeans.
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USSR: Because of the centralized decisionmaking process and

the absence of a free market mechanism, the Government is the sole

buyer for the U.S.S.R. 'a needs from foreign suppliers. The Soviet's

buying intentions with regard to oilseeds are not predictable,

although some guess can be made based on historical purchase patterns

and crop conditions. Unlike the case with grains, there is currently

no agreement between the United States and the Soviet Union that de-

fines guidelines for Soviet soybean purchases from the United States.

Japan: The existence of an import quota on the order of 50,000

- 70,000 metric tons annually limits U.S. exports of peanuts to Japan.

An export embargo and longshoremen strikes have shaken the con-

fidence of some of our major buyers (e.g., Japan and the Netherlands)

in our ability to be a reliable supplier. They have consequently

diversified their sources of supply. Some countries, like Germany

and Iran, are believed to have negotiated joint ventures with Brazil

in processing soybeans. These events have increased Brazil's share

of the world market at the expense of the United States.

Cotton

The United States has largely failed to penetrate East European

markets for cotton although some sales are made to Poland and Romania.

The primacy of planned trading arrangements that these nations have

with the Soviet Union, and the absence of most-favored-nation status,

are obstacles in these markets. Where U.S. sales have occurred, they

have been aided by CCC credit.
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Tobacco

Exports of unmanufactured tobacco and products have a growing

potential but this potential has not fully developed in the following

regions: most of Eastern Europe (except Poland and Yugoslavia), the

Soviet Union, PRC and certain areas of both Latin America and Africa.

In Eastern Europe and the Soviet Union, the principal reason

appears to be the failure to grant MFN status by the United States

to the countries in question. Without MFN treatment these nations

face higher U.S. duties; two-way trade in unmanufactured tobacco

and products consequently has not developed. Moreover, these coun-

tries have not yet allocated the hard currency necessary to import

high quality American-produced tobacco leaf and products.

/n the Latin American and African markets, many of the countries

are either self-sufficient in tobacco, .or they have developed as

competitors to the United States in the tobacco trade. Also, there

are significant trade restrictions existing in these areas as well

as a lack of foreign exchange to purchase U.S. tobacco.

It would seem that a mutual lowering of trade barriers could

result in increased tobacco trade -- primarily, to the benefit of

the U.S. because of the high quality of our tobacco.

Citrus Juices

U.S. penetration of the Japanese citrus juice market has been

severely limited by very small quotas for orange and grapefruit

juice. Such quotas have been maintained for the protection of the
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manadarin orange (satsuma) industry in Japan which has expanded

appreciably over the years. Although the recent negotiations between

these two countries did result in an enlargement of the annual quota,

its size is still far too mall to fully accommodate Japan's market

potential. U.S. negotiators and industry spokesmen have repeatedly

urged that the Japanese open their market to imports with the view

of blending the imported product with the locally produced juice.

The latter is not, by itself, a very palatable end product to :he

consumer.

Apples and Other Horticultural Products 

The Republic of China (Taiwan) is a market which sorely

restricts U.S. horticultural products because of the persistent

presence of both tariff and nontariff barriers. Apples provide an

excellent example. The basic import duty is 78 percent ad valorem.

Furthermore, the procurement of apples is limited to only one im-

porter, the Central Trust of China. Once the procurement is completed,

the Central Trust auctions the apples to local traders. 3ecause of

the limited supply at hand, these traders are exceptionally generous

in their bidding. As a result, the fruit sells at fantastically high

prices to the consumer; prices of $1.25 to $1..50 per apple are common.

Beef

Next to the United States, the European Community is the world's

largest market for imported beef. However, U.S. shipments of beef to

it remain limited. The EC maintains a system of duties and variable

levies which tightly control beef imports. In addition, EC consumers

usually do not have an established preference for grain-fed beef.
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As a result, most of the beef imported by the EC is from countries

such as Argentina, which can supply grass-fed beef at•much lower

prices.

The U.S. has not been able to export any beef to the U.S.S.R.,

which has become a large beef importer in recent years. The

U.S.S.R. purchases primarily lower quality frozen boneless beef. /

Countries such as Australia and Argentina are able to supply

this type of beef at about half the price of U.S. beef.

Although Japan is the largest U.S. market for beef exports --

with shipments valued at $52.5 million in 1977 -- it maintains

strict quotas and very high beef prices to promote its domestic

industry.

Part of the expansion in beef exports to Japan that have

taken place have resulted from increased shipments of cuts known

as hanging tenders and skirts. These cuts are considered offals

by the Japanese and are therefore not subject to quotas. Even

with the recent increase in quotas, U.S. beef exports will be

limited by Japan's quotas.
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Breeding Cattle 

U.S. breeding cattle sales, beef and dairy, are restricted

from reaching their full potential due to the unavailability of

medium to long term credits, which are offered by other supplying

countries.

Leather

Japan is the largest importer of U.S. hides. However, with

regard to wet blue chrome leathers (semi-processed bovine hides),

Japan has refused to grant access to their economy. This remains

their position despite the efforts of STR and the petition filed

under the 301 provision of the Trade Act of 1974 by the Tanners'

Council of America, Inc.

Other Animal Products

By-and-large, products of this nature have not been exported

to the developing nations. A lack of foreign exchange earnings is

the primary reason. As these countries start earning foreign

exchange, imports of animal products usually expand, as seen by the

experience in Korea, Nigeria, and some Middle East countries.
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5. ARE THERE NEW MARKETS THAT OFFER SUBSTANTIAL POTENTIAL EXPORT
GROWTH AND WHAT IS BEING DONE TO GAIN A FOOTHOLD IN THESE
MARKETS?

Grains

Wheat.

Eastern Europe, including the USSR. The Foreign Agricultural

Service and the Great Plains Wheat (GPW) are placing increased

emphasis on this area. An increasing share of the time and effort

of the GPW staff in the office in Rotterdam is being directed toward

servicing this market. A team of Polish Government and Grain Purchasing

and Processing experts was brought to the United States in December to

deal with a specific marketing problem. Increased CCC allocations for

credit for wheat purchases have been made. Consultants on wheat

quality and milling have visited 'several countries in the region.

Contacts with purchasing officials are being made in an effort to

keep them acquainted with U.S. wheat quality and prices. Teams to

the United States from the USSR and East Germany are planned this

fiscal year.

Africa. Several countries in this area are increasing their wheat

purchases. In order to more adequately service this market area, Great

Plains Wheat opened an office in November 1977 in Casablanca, Morocco.

A U.S. wheat marketing seminar is planned in Casablanca in June, with

key government and industry leaders from African and :ad-Eastern countries

invited to participate. Technical servicing to the milling and baking

industry in the area will be provided through visits by technical

consultants. Key decision makers from selected countries will be

brought to the United States to see our wheat producing and marketing

system.
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Latin America. Increased emphasis is being ?laced on growing

markets in this region. In cooperation with a University in Santiago,

Chile an adequately equipped and staffed bakers training school has

been established. The school will be used to train bakery workers

in Chile and from other South American countries also. Great Plains

Wheat is planning to establish a regional office in Chile to better

service the market area.

South East Asia. These countries are buying increasing amounts

of wheat and Western Wheat Associates through its office in Singapore

is increasing its efforts in the area. The staff is being increased

and frequent contacts with key decision makers are being made. A new

baking school has been established in Indonesia to train bakers in an

attempt to meet the rapidly growing demands for bread and other

bakery products. Bread has been successfully introduced into the

school lunch program in Thailand, a country where rice is a traditional

staple in the diet. :tilling consultants are assisting flour millers in

the area in using U.S. wheats. Baking technicians covering several

different facets of bakery products are conducting seminars in bakeries

in the area. A team of flour mill and government officials from :talaysia

visited the United States in October and two cargoes of U.S. wheat were

purchased.

Feed grains.

Eastern Europe. This is a grain deficit area that has undertaken

ambitious plans to expand livestock and poultry production. Through

our cooperator program with the U.S. Feed Grains Council, we are
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sponsoring market development activities designed to increase

efficiency and output through the introduction of modern technology

and the feeding of higher levels of grain. The most active programs

so far have been in Poland. Here, in cooperation with Polish

researchers, the Council's consultants have designed and put into

operation the first modern feedlot in the country. It will serve

as a model for all Eastern Europe. The Council has also a fish feeding

activity in Poland and is initiating sheep feeding activities in

Bulgaria and Romania. There are activities for poultry, swine, and

dairy feeding, management and nutrition, all in various stages of

planning and completion. We believe that the market potential for

feedgrains it Eastern Europe is enormous. Our technology is eagerly

accepted and readily adaptable to East European agriculture.

Africa. Nigeria, with its large and rapidly expanding

population, is a potential market of great significance. Modern

livestock and poultry industries are in their infancy, and there is

little technical and managerial expertise present. Market development

activity has begun with a port survey to determine what is needed to

effect importation of grain in bulk rather than in bags. An earlier
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study established livestock and poultry benchmarks and indicated

the general direction market development activities should take.

Xorocco, Algeria, Tunisia, and Libya all appear to be potential

markets of moderate size for U.S. feedgrains. We expecL an increasing

amount of market development activity in this area during FY 1978 and

subsequent years.

Latin America. This area also appears to have significant market

potential for feedgrains. We would like to see a USFGC regional office

established in Central America and the initiation of market development

activities soon thereafter.

:fiddle East. This is another market area with potential.

?oultry industries are being developed and existing sheep industries

could be expanded with the introduction of modern feeding and manage—

ment practices. The Council has begun a series of activities in the

area and will expand them in the coming years.

Rice.

Nigeria. Following a significant duty reduction, U.S. exports of

rice (mostly parboiled) jumped from 16,060 tons in 1975/76 to 130,000

tons in 1976/77 and are continuing at about the same pace (61,000 tons

for August/December 1977). Largely as a result of this new business,

several U.S. rice mills have invested heavily in expansion of their

parboiling facilities. There have been persistent rumors to the

effect that the Nigerian Government plans to implement some sort of

import restrictions. This has caused great concern in the U.S. rice

industry. It is our understanding that determinations on which

commodities will be allowed entry are made annually in April.
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Our market development program in Nigeria consists of three

relatively small brand incentive programs carried out in cooperation

with three U.S. mills. There is some concern on the part of the

Cooperator (Rice Council) that the promotional program for Nigeria

not become so large as to attract undue attention and thereby result

in some restrictive action by the Nigerian Government.

This market offers additional growth potential for American rice

providing access is maintained.

Oilseeds and Products 

Eastern Europe and the Soviet Union. There is growing interest

in improving local diets by shifting from starches to proteins in

these countries. Therefore, an increase in livestock numbers is

planned, creating a potentially strong market for soybean meal.

FAS/ASA have attempted to show the value'of using soy meal as an

efficient and economical livestock feed ingredient. They have also

used trade servicing to promote the idea that U.S. soybean producers

are ready and able to supply needed assistance in feed and livestock

technology. Another goal has been promoting increased use of soy oil

and soy protein for human consumption. To this end, a conference was

held in Moscow in early FY 1977 to show the value of soy protein

products, and the economics of including soybean meal in livestock

feeding rations. A soy oil refining team and a soy protein team are

expected to visit the United States from this area.

Middle East and North Africa. U.S. exports of soybeans and

products passed the $100 million 7-.-!.rk for the first time in 1977 in



155

this growing market. The biggest customers at present--Iran, Egypt,

and Morocco—have large populations to feed and are trying to raise

the protein level of their diets. These countries, together with

other potential consuming countries in the area, are investing in

new plant machinery for the processing of soybeans into soybean

meal and soybean oil. Investments for meat production, especially

poultry, have also grown. FAS/ASA have tried to acquaint all feed

manufacturers and direct users with the value of soybean meal and

how to formulate it. For those countries expanding their crushing

capacity, we have sent an oil technician to show how to operate the

plants efficiently for soybean meal production and for refining of oil

suitable for cooking use. A nutritionist for poultry production and a

soy protein nutritionist to formulate foods fof school lunch programs

and the military are other projects planned. Poultry teams have been

brought to the United States to see U.S. integrated poultry operations,

as well as nutritionists to observe the manufacture and various end-

uses of soy protein.

South East Asia. Preliminary trade servicing activities were

initiated in Hong Kong and the Philippines to promote utilization

of soybean meal and soy protein. FAS/ASA are expanding these

activities to Singapore, Malaysia, and Thailand. The program

emphasis is now on utilizing soybean meal in livestock feeding

rations and promoting the use of soy protein in daily diets.

Latin America. The major emphasis in this region has been, as

in the Hiddle East and Eastern Europe, on encouraging the use of

soybean meal in livestock feeding rz7tions through feeding
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demonstrations, seminars, and publication of technical literature.

For soybean oil, U.S. technicians have visited these countries to

acquaint oilseed crushers with current processing techniques for

processing a quality soybean oil. More effort is also being

placed on promoting soy protein for human consumption.

Cotton 

Portugal is virtually a new market for large quantities of U.S.

and other cottons. This country lost its traditional source of supply

for about 200,000 bales annually in 1974 when Mozambique and Angola

were decolonized. Under FAS market development activities, a trade

mission was sent to Portugal in 1976 and Portuguese buyers have

regularly been included on Cotton Council International/FAS annual

U.S. Cotton Orientation visits. FAS also conducted a market study

in Portugal during early 1977.

U.S. raw cotton exports to Asia increased by nearly 50 percent

in the five-year period 1972-1976 in comparison to the previous five-

year average. Currently about 80 percent of U.S. raw cotton exports

are shipped to Asia. The Cotton Council International (CCI) conducts

a joint advertising program with third party cooperators in six Asian

countries. U.S. cotton trade and technical missions to Asia and

U.S. cotton orientation visits for Asian cotton buyers are also

carried out by the Council. CCI is currently planning to open a

cooperator regional office in the Far East for the purpose of pro-

viding trade and technical servicing to the Asian market.
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Meat and Livestock Byproducts 

Beef, Pork, and Offals.

Our greatest potential for market expansion of these products

remains in Japan and Western Europe; the limiting factor is market

access. Both markets have very restrictive quota and variable duty

systems and efforts to eliminate or minimize these restrictions have

been carried out through bilateral and multilateral trade negotiations.

We are seeking increased HRI quotas of up to 10,000 metric tons in each

market and reduced fixed rates of duty.

The U.S. Meat Export Federation, a FAS market development co-

operator, established an office in Tokyo, and will soon have a

European office in London. Each office is responsible for

servicing U.S. exporters, provide support for market development

trade exhibits, seminars, and public relations activities. The

European office will also initially coordinate such activities

for the Middle East and Africa.

A relatively new market for U.S. beef is the Middle East--Iran,

Saudi Arabia, Kuwait and the United Arab Emirates. These "oil rich"

countries have greatly expanded beef imports in the past 2 years because

of the increasing demand by foreign business travelers, tourists, and

the greater affluence of the general public.

Hides and Leather.

Together with the Tanners' Council we have made continuous efforts

to develop new opportunities for tanned hides/leather. Severe trade-

barrier restrictions in nearly all prospective countries have greatly

limited our success. We are now trying to eliminate or reduce these

trade barriers via the MTN negotiations.

28-747 0-78 11
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Tallow and Other Byproducts.

Three years ago we launched a concentrated effort to increase

export markets for U.S. tallow/grease in new markets. We expect

to complete in a few months a series of market surveys. These and

some studies already completed will be the main basis for taking

actions to capitalize on these markets--mainly in Latin America,

Africa, :addle East, and East Europe. Several follow-up activities

have already been taken on the portion of these surveys/studies which

have been completed.

USDA is also attempting to ascertain new markets for meat/bone

meal, feather meal and blood meal. The most promising areas dis-

covered to date are in the Far East and Eastern Europe. Follow-up

actions have already been taken in both areas, especially in East

Europe.

Poultry 'eats and Eggs 

Indonesia and the South Pacific Islands are new markets with

substantial potential export growth for these products. Currently,

high import duties are a barrier to developing the Indonesian market

to its fullest potential. U.S. exporters are being encouraged to

contact Indonesian traders to develop interest in U.S. products--

particularly further processed items for the restaurant, hotel, and
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institutional trade—with the hope that such development of trade

interests could lead to a quota for such products, or a reduction

in duty.

Trade shows are scheduled to be held in the South Pacific

Islands and U.S. poultry exporters will be encouraged to participate.

The rapid growth in hotels throughout the South Pacific Island area

to service an ever-increasing tourist trade has significantly

increased the market potential for U.S. poultry products.

The Poultry and Egg Institute of America (PEIA) is the poultry

and egg industries' market development cooperator with FAS. The

cooperator has recently included Indonesia and the South Pacific

Islands in its market development planning. PEIA will coordinate

its activities with FAS activities to maximize the development effort.

Fruits and Vegetables 

Japan. This market offers substantial potential growth for

U.S. horticultural products. However, Japanese import rules and

regulations severely restrict U.S. exports of many fruits and

vegetables. For example, if Japan were to fully drop restraints

on fresh oranges and orange juice, it would become our largest

foreign market for these products.

Several relatively new items also have potential in Japan, for

example, avocados, papayas and cranberry products. In order to

obtain a foothold in this market, FAS is providing funds for market

promotion activities for a number of horticultural items, including

these three products. In the case of fresh and processed citrus, we
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are continuing to work through the MTN in Geneva and separate bilateral

negotiations to increase our access to this market.

Middle East Countries. We believe substantial market potential

exists for exporting U.S. horticultural products to this area. It

would appear that canned goods show particular promise--especially

juices and selected fresh fruits and vegetables such as citrus, apples,

grapes, strawberries, and cherries. We are currently working to

identify other items showing potential for export. FAS—sponsored food

exhibits and trade teams are two important activities through which

we can learn more about this area. As an indication of trade interest,

we have recently serviced more requests than in the past for

information on rules and regulations with regard to business operations

in this area, as well as specific commodity information.

The Northwest Horticultural Council in conjunction with FAS is

currently studying possibilities for market development in the

Middle East.

Taiwan. In recent months Taiwan has demonstrated willingness to

increase imports of horticultural products from the United States.

Our bilateral negotiations with Taiwan have resulted in agreements

to purchase a minimum of $4 million of U.S. fresh oranges, lemons,

and apples, and, $400,000 of U.S. wines. They have also agreed to

a reduction in the tariff rate for fresh citrus. We are also working

to reduce other excess tariffs such as those applied to raisins.

Where appropriate, the sale of these items will be supported by

coordinated FAS/industry promotional activities.
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Discussions between the United States and Taiwan concerning the

bid/auction import system for apples will continue. This system

works against any significant increase in sales volume by

artifically inflating retail prices in Taiwan.

India. Discriminatory practices in India in issuance of import

licenses and "preferences" with Afghanistan and Iran resulted in

nearly all of the almond imports to originate in Iran and Afghanistan

in recent years. However, after several years' efforts by the United

States almond industry and FAS, the Government of India announced in

Xarch, 1977, the liberalization of imports of dried fruits, including

almonds. This allowed importers to obtain import licenses but India's

requirements that individual licenses be limited to 10,000 rupees and

be shipped independently prevented efficient shipment of container-

sized orders.

In spite of this limitation, shipments to India totaled 397,075

pounds valued at S1.3 million for the July-December, 1977 period

compared with 33,375 pounds for the same period in 1976.

In lace December, 1977, India further liberalized the inportation

of dried fruits, including almonds, by increasing the import license

value limit from 10,000 to 50,000 rupees effective through the end

of the current Indian fiscal year 1978 (arch 31, 1978). This will

further stimulate almond exports by decreasing paperwork as well as

enlarging individual orders.



162

Seeds

In cooperation with the American Seed Trade Association, we have

mounted a very aggressive market development program which we have
has

been expanding as fast as the Seed Trade Association/found feasible.

The program includes foreign market studies, surveys, and representa-

tions with both governmental and non-governmental contacts. We

maintain active contact with all appropriate regional and inter-

national organizations concerned with seeds. We sponsor visits to

the United States of appropriate traders as well as government officials

in foreign countries concerned with the purchase and importation of

seeds to acquaint them with the high quality of our seeds and their

availability for export. Also, we are planning to sponsor demonstration

plantings of our varieties in some foreign areas where this is needed to

convince prospective buyers of the superior quality of our seeds.

Processed Food Items 

Two obstacles severely limit the market potential of processed

items: a) foreign marketing systems not yet sophisticated enough to

absorb the products, and b) the desire of many nations to develop

their own processed food industry rather than import.

Despite these hurdles, FAS's on-going market promotion activities

include programs designed to locate new markets and to assist firms in

exploiting all opportunities. Activities embraced in these efforts

include market surveys, sales teams, and new product testing.
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6. WHICH U.S. EXPORT SECTORS ARE BEING HARDEST HIT BY THE
EXPANDING EXPORT ROLE OF DEVELOPING COUNTRIES?

As discussed in the answer to question #2, the United States

currently is receiving strong competition from tobacco exports from

Korea, Brazil, and Malawi; and from fresh and processed fruits and

vegetable exports from Morocco and Israel. The competition from

these sources is not discussed further here.

Oilseeds and Products 

The expanding export role of developing countries so far has

reduced significantly the U.S. share of the world market for oilseeds

and oilseed products. Nevertheless, U.S. soybean exports doubled

over the past 10 years. With regard to soybean meal, however,

Brazil succeeded in capturing a large segment of the Ilarket.

The U.S. share of the world market for soybeans and soybean

meal in 1965--on a soybean meal equivalent basis (SE)--was 92

percent (66.4 percent in the form of beans and 25.6 percent as

meal). At that time, Brazil had less than 2 percent of the market

(0.1 percent as beans and 1.3 percent as meal). At the present time,

the U.S. share contributed by soybean exports has stabilized at about

50 percent; however, soybean meal exports have declined, contributing

an expected low level of 16 percent in 1978.

Brazil's accelerated growth in soybean meal and oil exports is

largely attributed to several tax incentives for soybean products

and not so much soybean production per se. These incentives include

tax credits, preferential financing, which offers below market interest

rates to finance production for exports, and waiving income taxes on

profits earned from the export of soybean products.
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Some impact on the U.S. export market for vegetable oil has

developed in recent years because of the expanded role of Malaysian

palm oil exports. Needless to say, the United States itself is a

large outlet for Malaysian palm oil exports. However, U.S. vegetable

oil exports managed to maintain a significant share of the world

market. The U.S. share currently accounts for about one-third of

the world total edible vegetable oil export market.

Cotton 

Although U.S. raw cotton exports have not dropped, a large

number of developing countries have become increasingly important

suppliers of raw cotton to West European and Far Eastern markets.

These countries include West African countries (the Ivory Coast

and Chad), South American countries (Colombia), and Middle Eastern

countries (Turkey, Iran, and Afghanistan).

Horticultural Products 

The rapid emergency of Taiwan as the world's leading exporter of

a number of important horticultural products during the 1960's dimmed

the prospects for several U.S. export items, particularly to Western

Europe. Among these items were canned asparagus and pineapple. More

recently, Taiwan has suddenly emerged as an important world exporter

of canned tomato products. It has already penetrated two markets in

high volume, Canada and Japan--both of key importance to California

canners.

Brazil is another country that has altered the export posture of

U.S. horticulture. This country has displaced the United States as the
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world's leading exporter of frozen concentrated orange juice, and

it now appears that the gap will widen even further.

In addition to the recent competition from Taiwan, the tomato

processing industry in California has experienced considerable

displacement by other producers in its export markets over the

past 10-15 years. In contrast to only a few producers and

exporters in the Mediterranean region about 10-15 years ago,

virtually every country in that area is now an exporter of some

renown of canned tomato products. These countries, through lower

costs and the attendant lower prices, have hurt us in such important

markets as Canada and Japan.

Poultry Meat 

While poultry meat exports are expanding, there are certain

developing countries which are entering the export market in direct

competition to our sales. Brazil, which started to export poultry

meat in 1975, has expanded its production and exports each year since

then and is forecasting additional growth for the coming years.

Brazil's exports are supported by a tax relief.

Offals 

One area where the U.S. exports of offals may be affected by

exports from developing countries is to the EC. The EC is placing

certain marking labeling and other requirements on offals being

imported. Due to the special consideration given to exports from

developing countries, these requirements could perhaps be waived

for them, thus providing them a sharp advantage over U.S. products.
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Tallow 

Tallow has been one product that has been hurt by palm

oil production in certain developing countries in Asia, Africa and

Central South America. For certain products, including soaps and

certain foodstuffs, palm oil can be substituted to some extent or

completely for tallow.

7. WHAT POLICIES DO YOU RECO'=ND TO ENSURE THE COMPETITIVENESS

OF U.S. AGRICULTURE AND INDUSTRY IN WORLD MARKETS?

Based on a worldwide free market system and the principle of

comparative advantage, U.S. agriculture is competitive in the world

market. Few countries have soil as rich, climate as favorable, and

farmers as competent as has the United States. Furthermore, the

United States has one of the best records with regard to controlling

inflation and cost of any nation in the world, and the best record of

those nations that are agricultural exporters in any meaningful way.

Also, the decline in the foreign exchange value of the U.S. dollar

during the 1970's has generally added to our competitiveness. However,

the U.S. dollar has actually appreciated against the currencies of some

agricultural exporters—Argentina, Mexico, South Africa, Thailand, and

very recently, Canada. But, when changes in the exchange rate and the

degree of inflation here and abroad are all considered, our calculations

reflect a generally improved competitive position for the United States

from 1970 through 1976 as a result of these factors. (Data for all

countries are not yet available for 1977.) Monetary developments in

South Africa represent an exception, however. This country has not

controlled inflation better than we have but, through 1976, it had

devalued its currency more than enough to remain competitive with us.
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Unfortunately--as discussed in answering questions 1 to 6--there

are many tariff and non-tariff barriers that negate the free flow of

agricultural exports in the world market and these significantly

negate the economic advantages possessed by U.S. farmers. These

problems have been with us for a number of years now. They have

been greatly analyzed and attempts have been made, and are being

made, to reduce them in bilateral negotiations and in various MTN's

under the aegis of the GATT. I am sure you are aware, for example,

of the progress we have made in increasing Japan's import quotas on

beef, oranges, and orange juice.

To offset in a general way the effect of these impediments, it

has been necessary to institute a number of export promotion programs.

These include (1) Public Law 480 under which we extend extremely con-

cessional dollar credits, (2) our Export Credit Sales Program (CCC

credit) under which we extend credits up to 3 years, and (3) a strong

market-promotion program in cooperation with private trade associations.

with the inherent competitiveness of U.S. agriculture and these pro-

grams--which have in effect offset to some extent the institutional

impediments that face us--U.S. farm exports have increased from about

$7.3 billion in 1970 to $23.7 billion in 1977. Because of inflation,

some of this increase is more apparent than real. In terms of quantity,

there has been about a 60 percent increase.

But as 1978 begins to unfold, U.S. agricultural exports face a

relatively new set of problems. In addition to the old impediments,

we now have (1) extremely high world-market prices for petroleum, (2)

sluggish growth in some major nations abroad, (3) a great deal of

difficulty here and abroad in reducing inflation, (4) shifting exchange

rates, and (5) growing pressures for protection against imports.

Underpinning the new pressures for import protection is of course the

growth in exports of steel, color television sets, textiles, ships,

and other manufactured products by Japan and a number of developing

nations.
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In general, we need to make certain that the solutions to the

world's old and new economic problems are ones that lead to greater

consumption and production and not less consumption and production.

We must be careful not to institute new policies and programs that

invite retaliation and more protectionism. We must continue our past

efforts to increase the free flow of trade through international

negotiations. Our export-credit and market-development programs are

well accepted internationally and we must continue to adjust them

as new conditions dictate.

With regard to the new set of world problems, we should continue

to urge stronger growth by those industrial countries that presently

have strong balance of payments positions. With stronger growth, their

imports should increase and, thereby, increase the exports of countries

with weak international financial positions.

The increase in exports by the weaker countries should assist them

in two ways. There is the direct effect on domestic economic activity

of larger exports, although this effect is not expected to be large in

the opinion of some economists. In addition, larger exports will

strengthen their balance of payments position and thereby permit them

to undertake more expansionary fiscal and monetary Policies.

With greater growth in most industrial countries, there would be

less pressure within them for protection from imports. Thus, the

developing nations could earn more foreign exchange which they, in

turn, could use, in part, to purchase our agricultural Produce.

Larger U.S. agricultural exports would strengthen the dollar, and since

it is the world's key currency, all nations would benefit. The world's

international system of payments cannot be based very long on a weak

currency.
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A second step we can take is to create a much greater public aware-

ness--here and abroad--of the need for flexibility in the allocation

of resources. With higher oil prices and growing efficiency in a number

of rapidly growing less developed nations, we must shift resources--both

labor and capital--to reflect these new conditions. To maintain too

rigidly the world's past economic structure is in effect to ignore (1)

the higher cost of energy and (2) to negate the economic development

and export potential that has occurred in the developing nations, and

(3) possibly even negate new efficiencies in certain sectors and regions

of our own nation. To overly preserve the status quo is to dampen or

halt world progress.

We heed obviously to make certain, for the protection of ourselves

and others, that competitive export-positions by foreign nations are not

artificially contrived by governmental or monopolistic actions. But

where efficiencies are based on sound economic principles, nations should

adjust to them--not nullify them.

Our agriculture--and the whole world in fact--stands to gain greatly

by the recognition of new efficiencies. In this regard, we cannot inform

the American farmer that his Government will not guarantee his income--and

the U.S. Government should not--and then permit Governmental actions

which dampen the demand for his commodities in foreign markets. And

when we limit the importation of industrial goods, we may very well be

doing exactly that. Japan, with its large foreign exchange reserves

and strong currency, can import more without exporting more for a while,

but few developing nations can duplicate this act and Japan cannot do

it forever.

To the extent we limit industrial imports, we have been and would

be adjusting to the world's economic problems by reducing industrial

production and food consumption abroad, and reducing food production
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here. The reduction in industrial production abroad probably would be

offset mostly by increased production here. However, the price c a

given item would likely be higher as a result of this shift and con-

sumption and production on balance probably would be reduced a little.

However, food consumption abroad and food production here -would

likely be reduced significantly. Food production in the developing

nations would no doubt increase some, but few places in the world

have an agriculture as effective as ours.

The economic principle underlying this discussion is not new.

Economists years ago developed the principle of comparative advantage.

Nor has the U.S. Government failed to recognize the principle. Our

international trade negotiations are proof of this recognition. What

is new, by-and-large, is the set of economic problems thrust upon us

in this decade and characterized by some economists as the economic

storms of the 1970's. In the context of these storms, it is more dif-

ficult to sell the principle of comparative advantage--but no less

essential. Adherence to this principle sometimes requires change and

it is difficult to change positions during a storm. But we should try

to calm the storm and make those changes required by economic conditilns

not artificially contrived.

With freer world trade and sufficient world economic growth, U.S.

agriculture in the short run is competitive. With the present insti-

tutional barriers to our agricultural exports, we need to maintain

and perhaps strengthen our credit programs and our market development

efforts.

Given our efficient agriculture and the growth in the world's pop-

ulation. U.S. agriculture in the long run is not only viable, it is

absolutely essential to the world's well-being.
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Hon. RICHARD STONE,
Chairman, Subcommittee on Foreign Agricultural Policy, U.S. Senate, Wash-ington, D.C.
DEAR MR. CHAIRMAN: Thank you for giving me the opportunity to stateviews on S. 2385, "The Agricultural Trade Expansion Act of 1977," and forincluding this statement in the record of the Subcommittee's hearings on hislegislation.
Last December, 16 colleagues joined Hubert in sponsoring this legislation inthe Senate. The bill has strong bipartisan support, and I am pleased that youare holding hearings on it. I strongly endorse the bill and its objectives. It willbe a significant step toward strengthening our agricultural economy and reduc-ing our balance of trade deficit.
The Agricultural Trade Expansion Act of 1977 would accomplish two im-portant objectives. First, it would establish an intermediate credit programunder the Commodity Credit Corporation (CCC). S. 2385 would amend theFood for Peace Act to allow the CCC to offer credit for more than three years,the current legal limit, but not in excess of 10 years. Competitor nations suchas Argentina and Canada currently offer credit sales of more than 3 years,leaving the U.S. at a comparative disadvantage in international markets. Ibelieve that because of this lack of capacity to offer comparable favorablecredit terms, we are losing sales to our competitors.
This legislation would correct that situation and make the U.S. fully com-

petitive with the principal grain exporting nations of the world. It does not
change the conditions necessary before credit is extended to a prospective buyer.
Commodities to be bought still must be surplus and on the CCC eligible com-
modities's list. The sale still must not displace normal commercial sales; it
must expand foreign marketing opportunities for U.S. farm products. Finally,
the foreign buyer still must supply the CCC with an irrevocable letter of credit,
Issued by a U.S. or foreign bank.
By writing intermediate credit terms into law, we would be creating vast

new potential markets for U.S. farm products. First, we could increase sales
to nations too rich to be eligible for the PL 480 program but too poor to buy at
commercial rates without intermediate or long-term credit.

Second, some countries currently purchasing commodities under Title I of the
Food for Peace Program might become intermediate-term credit customers.
Although in the short run, the purchase of commodities by these countries would
merely mean a shift from short-term credit sales to intermediate-term credit
sales, past experience has shown that countries utilizing long-term credit to
purchase U.S. commodities later become cash-paying customers.
I believe that we have to recognize that financing terms are an integral com-

ponent of international sales agreements. Our competitors are making inroads
into our potential sales because of the attractive credit terms they offer and
because we are unable to match those terms. This first portion of the legislation
would immediately and effectively remedy that situation.
The second objective of the bill, removing restrictions on commodity pur-

chases by non-market economy countries, would allow the U.S. to tap a signifi-
cant new agricultural export market. East-West trade has become an economic
and political reality. For several years, the USDA has considered Eastern
Europe a possible growth market for U.S. grains. We must build on the trade
foundation which has already been established.

U.S. agriculture has been a major beneficiary of trade expansion between non-
market economy countries and the West. Even with restrictions, the value of
agricultural exports to non-market economy countries grew from $210 million
In 1970 to $3 billion in 1976, a 14 fold increase. Concurrently, agriculture's
share of total non-market country imports from the United States rose from
50 percent in 1970 to approximately 62 percent in 1977.

Although agricultural trade with non-market economy countries declined in
1977, it is expected to resume an upward trend in 1978. It is conceivable that
by 1980, non-market economy countries could become a $5 billion market for
U.S. farm products and eventually approach the $6 billion trade level between
the U.S. and the European Community.

U.S. SENATE,
COMMITTEE ON GOVERNMENTAL AFFAIRS,

Washington, D.C., April 28, 1978.
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I realize that this is a very complex issue. I feel very strongly that we must
remove food trade as an instrument of foreign policy.

It is important to understand that food is a very unique entity in interna-
tional commerce. Agricultural production cannot be turned on and off to suit the
particular political climate of the times. The exporting of U.S. farm products
is a good business, the benefits of which are reaped by persons throughout the
/odd, thereby creating good will and improving international relations. It is
the United States which suffers a worsening balance-of-trade deficit when we
put restrictions on commodity sales to nations which then turn elsewhere to
meet their agricultural import needs.
I urge the Subcommittee to take favorable action on the Agricultural Trade

Expansion Act of 1977. Last year the U.S. had more than a $31 billion trade
deficit, and without positive action there is litle prospect that this year there
will be a significant improvement in our trade deficit.
While our overall balance-of-trade position has worsened, the agricultural

export market continues to strengthen and is the one place where we can do
something to help our international trade position. By moving more aggres-
sively into international marketing of our farm commodities and by remov-
ing the obstacles to expanded food trade, we can begin to reduce our trade
deficit and to reverse the discouraging conditions facing our farmers. We sim-
ply cannot be satisfied with the current levels of agricultural exports. For the
sake of the agricultural sector and the entire economy, we must expand into
new markets.
Again, I want to thank you for convening hearings on this important legis-

lation. I hope that the Subcommittee will move promptly on this initiative to
expand U.S. exports of farm products.

Sincerely,
MURIEL HUMPHREY.

STATEMENT OF THOMAS R. HUGHES, ADMINISTRATOR, FOREIGN AGRICULTURAL

SERVICE, U.S. DEPARTMENT OF AGRICULTURE

Mr. Chairman, I appreciate the opportunity to appear before the Subcom-
mittee. There is no sector of the economy that has a greater stake in expanded
trade than does agriculture. There is no department of government that has a
greater concern than does the U.S. Department of Agriculture.
U.S. agricultural exports in fiscal 1977 were valued at a record $24 billion.

Prospects for the current year are that our exports will be large in volume and,
depending on price, value may again approximate the $24 billion level.
The Soviet Union has now purchased 13.3 million tons of corn and wheat

(9.8 million corn and 3.5 million wheat) under the U.S.—USSR Grains Agree-
ment, for delivery in the current Agreement year ending next September 30.
We have discussed purchases of 15 million tons with the Soviets, and this total
may still be a good estimate for the year. Meanwhile, the People's Republic
of China came into the U.S. market for 1 million tons of wheat, and this figure
may also be increased.
These sales have improved export prospects over what we had expected at

the beginning of the fiscal year. I can think of no time when a high level of
farm exports has been more important to domestic policy and our international
economic position than it is today. Consider these points:
(1) With the U.S. overall trade balance falling into the red by some $30 bil-

lion in calendar 1977, the importance of a $24 billion contribution to the positive
side is certainly evident. That contribution originates with an agriculture that
employs on the farm only 4.5 percent of the total work force—yet provides a
fifth of U.S. export income.
(2) A high level of farm product exports is now built into our agricultural

economy. As recently as fiscal 1972, agricultural exports amounted to only $8.2
billion, and the volume of exports was only about half what it is now. Increased
trade means that almost one cropland acre in three now produces for export.
One dollar in five of net re-returns from marketing can be attributed to over-
seas sales. As a result, farmers have become super-sensitive to their need to
export at a high level.
(3) Farmers understand that a high level of exports is essential to the

success of the domestic farm program, which was designed to take account of
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world needs as well as the needs of our own agriculture in relation to theworld. In view of the recent joint action by Congress and the Administrationto oppose inflationary farm legislation, it is especially important now that everypossible step be taken to make the present farm program work. This willrequire strong emphasis on export expansion.
From the beginning of this Administration, the President and the Depart-ment of Agriculture have strongly supported expanded efforts to increase farm*exports. The record shows success, as I have just indicated. On the other hand,there is every reason to proceed with still greater energy and imagination toextend our overseas opportunities. Large world crops the past two years havereplenished granaries, driven prices of many commodities to lower levels

' 
andstruck fear in the minds of many farmers who are heavily capitalized andforced to pay production costs that continue to rise.

The farmers who numbed on Washington this year are a tiny fraction of
those who are concerned about the viability of their farm businesses and fear-
ful for the future of their families. The Washington demonstrations were highly
publicized. Those farmers received a great deal of attention from Members of
Congress, from the Secretary of Agriculture, from many of us at the Depart-
ment. They deserved to be heard and they deserved that we take account of
their problems and explain the programs that we have in effect.
These programs have been adjusted this year in the interest of all agri-

culture—within the requirement that this nation not give in to runaway infla-
tion. Last March 29, the Administration announced nine major actions to deal
with current problems, strengthen farm income, and continue the steady growth
in our agriculture. Essentially, these involve expanding and liberalizing the
farmer-owned reserve; adjusting 1978 wheat, feed grain, and cotton production
more in line with needs; adjusting soybean loan levels and rice loan and target
prices; and urging Congressional approval of an Economic Emergency Loan
Program for farmers. Basically, these actions are intended to increase income
protection and provide stocks to insure supply availabilities and avoid any
need or demand for export embargoes.
A strong international market policy is basic to these goals. With the sup-

port of Congress we have taken a number of specific actions in the past 15
months to enhance export market development. For the most part, these actions
were built On an existing structure of market development. P.L. 480, CCC credit.
and other programs that have worked successfully over the years. These pro-
grams involve cooperation with private business, state agriculture and market-
ing organizations, and a network of some 40 cooperator organizations created
especially to further export development.
They involve enchanced activity by U,S. agricultural attaches at 07 overseas

posts.
Consider the following recent examples:
* We have increased program funding by about 15 percent for export market

development cooperators.
*FAS and the cooperator organizations have worked to take advantage of

wheat and feed grains opportunity in new market areas (developing, Com-
munist, and OPEC countries) while at the same time paying keen attenion to
servicing older markets so important to U.S. farmers. A wheat sales office is
being opened in Morocco and a new feed grains office in Singapore, which will
bring to 20 the number of U.S. grain cooperator sales offices in overseas markets.
Also, we are expanding attache coverage in the Arab countries.
*In London, a new agricultural trade office will be opened May 25 to house

in one building the cooperator organizations that work with 'AS in develop-
ing foreign markets. This office, first of its kinds, will present a "one-stop
approach to European importers and will give U.S. agriculture higher visi-
bility. The staffs will work not only with the United Kingdom market but also
parts of continental Europe.
* The U.S. Meat Export Federation, which is a new cooperator with FAS, is

sharply expanding its activities. A sales office recently opened in Tokyo, and
a second will be opened shortly in the new London agricultural trade office. The
Federation will work toward lowering trade barriers in Japan and other
markets. In the past year, U.S. exports of animal products exceeded imports
of those products.
*The total FY78 budget for CCC credit has been more than doubled to $1.7

billion to support exports.
28-747-78-12
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*Functions within the Department FAS have been reorganized to better co-
ordinate the work of the General Sales Manager with the market development
work of FAS. The two agencies have undertaken a system of integrated export
market program planning. The objective is to best fit the Sales Manager's CC°
and P.L. 480 tools and the FAS market development programs into the specific
needs of each major current and potential market in export growth plans of up
to five years each.
* The Administration asked for and the Congress approved more funds and

more flexibility for P.L. 480.
* Secretary Bergland met several times in Washington and in Brussels with

European Community officials and Ambassador Strauss traveled to Brussels in
a successful effort to break the deadlock over agriculture in the Multilateral
Trade Negotiations in Geneva.
* Secretary Bergland traveled to European, Japanese and Southeast Asian

markets—in part to promote U.S. exports and emphasize the reliability of the
U.S. as a supplier. He will be in the Soviet Union and East European countries
in May to discuss trade and cooperation.
An easing of Japanese restrictions against imports of high-quality beef and

citrus is being negotiated.
All of these actions will help. We must continue, however, to be alert and

receptive to additional tools that can help us to export more farm products.
Thank you, Mr. Chairman, for the opportunity to appear. I would be pleased

to receive any questions the Subcommittee might have.

STATEMENT OF DOYLE CONNER, COMMISSIONER, FLORIDA DEPARTMENT OF
AGRICULTURE

Mr. Chairman, my name is Doyle Conner and I am Commissioner of Agri-
culture of the State of Florida. My mission today is to speak in support of
S. 2968, a bill to strengthen the economy of the United States through increased
sales abroad of American farm products. I appreciate the opportunity you have
provided me to speak before this committee concerning this important topic.
We are all aware of the tremendous deficit in international trade suffered

by the United States due to the importation of many products; especially
petroleum and manufactured consumer goods. If we are going to turn the tide
in international trade to where it has a more favorable flow, we will have to
rely to a large extent on agriculture. Although, our agricultural exports reached
nearly $23.7 billion in calendar year 1977 compared to imports of $13.5 billion,
there still is room for substantial expansion.
As past president of the Southern United States Trade Association, I would

like to comment concerning the value of international trade to our section of
the country. Exports of agricultural products from the 16 states comprising
this organization is big business, amounting to almost $8 billion in 1977. This
was about one-third of that exported from the United States. Major items of
export from these states are soybeans, tobacco, feed grains, cotton, rice, wheat
and fruit.

Additional exports would improve the economic condition of our hard pressed
farm producers. They are having a difficult time of making ends meet because
of depressed prices and skyrocketing production costs. Additional exports would
not only provide added income to the farm segment, but would also help the
nation's general economic condition.
It is quite evident that we must place great emphasis upon increasing farm

exports. This will not come about automatically. We must expand our foreign
market development activities in order to raise domestic farm income, bolster
the economy of the United States and reduce the Nation's trade deficit.
The provisions of the legislation under consideration at this hearing should

function to substantially increase the efforts and effectiveness in developing
foreign markets for American farm products. The agricultural export business
is highly competitive. For this reason we must have concentrated market de-
velopment programs conducted by highly qualified personnel.
The establishment of Agricultural Trade Offices abroad to promote the sale

of U.S. farm commodities is a very important step in an expanded export
program. The current system whereby the agricultural attaches are responsi-
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ble for market development falls far short of what is needed. These attaches
have many and varied responsibilities which prohibit them from applying the
time and effort necessary to conduct the first rate aggressive programs necessary
to expand to the fullest possible extent U.S. farm exports. Another deficiency
of the current system is the fact that often the attaches do not have adequate
expertise in the field of foreign market development. This could be remedied'
by agricultural trade offices directed and administered by Agricultural Trade
Attaches who by reason of their training, experience, and attainments are well
qualified for this purpose.
The location of Agricultural Trade Offices in geographic areas where trade

opportunities are the greatest, would serve a number of useful purposes. Trade
officers would seek new markets and provide information to U.S. exporters,
create new markets through trade shows and demonstration projects, service
foreign customers and work with foreign governments to achieve greater access
for our exports. The simple presence of U.S. agricultural representatives in
foreign markets to answer questions and bring buyers and sellers together
would also show the importance that the U.S. places on its foreign agricul-
tural customers.
The establishment of an intermediate commercial credit program to encour-

age increased exports to developing countries is another important feature of
this bill. This program is needed to assist the lesser developed countries to go
through the transitional step from long term to short term financing. Addi-
tionally, the provision for funds to finance commodity handling facilities should
work to increase exports to the lesser developed countries.
Another major provision of the bill is the establishment in the Department

of Agriculture of the position of Under Secretary of Agriculture for Interna-
tional Affairs and Commodity Programs. This recognizes the increasing im-
portance of agriculture in this country's international trade. This action would
provide a Department of Agriculture official of equal rank with State Depart-
ment and Commerce Department officials with whom he deals in international
trade negotiations. It is important that this change be made in order to pro-
vide agriculture with an effective spokesman and negotiator.
The last major provision of this bill is the upgrading of the title of senior

U.S.D.A. representative in key countries from agricultural attaches to agri-
cultural counselors. The relatively low rank of U.S. Agricultural representa-
tives compared to top officers in other sections of the Embassy gives the
appearance that we assign a lower priority to agriculture than to other eco-
nomic and commercial activities performed by the Embassy.
In most foreign countries much more significance is attached to titles than is

true in the U.S. In some cases this causes problems for attaches in gaining
access to key foreign government officials. Of significant importance is the fact
that another producing nation, competing with us for a market, will likely be
presented by a counselor, and may therefore have an advantage in reaching
key purchasing officials. Thus, it is important that we have titles commensurate
with responsibilities of the job.
In closing, I would like to again express my appreciation for the opportunity

to speak in support of all the major provisions of bill S. 2968. I feel that with
its enactment into law a significant step will have been taken toward a more
aggressive and effective program of foreign market development.

STATEMENT OF MICHAEL L. HALL, PRESIDENT, GREAT PLAINS WHEAT, INC.

Mr. Chairman and Subcommittee members: I appreciate your invitation to
appear before this Subcommittee to discuss with you and your colleagues the
provisions of various bills, all of which would immeasurably strengthen the
foreign market development program for U.S. wheat and the American agri-
cultural economy. In the interest of time, I will not attempt to examine in detail
the various provisions of S. 2385, S. 2405, S. 2504, and S. 2968. Rather, I would
like to make a few general observations about these bills in order to under-
score their common salient features and provisions.
At the outset, however, I should point out that this statement is supported

and endorsed by Western Wheat Associates, U.S.A. (WWA), and to identify
both WWA and my organization. We are primarily interested in these bills
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because Great Plains Wheat, Inc. (GPW) and WWA are foreign market devel-
opment organizations supported by wheat producers through their respective
state wheat commissions in Colorado, Idaho, Kansas, Minnesota, Montana,
Nebraska, North Dakota, Oklahoma, Oregon, South Dakota, Texas, Washington,
and Wyoming. In addition to the central office in Washington, D.C., GPW
maintains foreign regional offices for Europe, the Middle East, Africa and Cen-
tral and South America, to administer on-going promotional programs to expand
export markets for all five classes of U.S. wheat. Based in both Washington and
Portland, WWA maintains offices in Japan, Korea, Taiwan, The Philippines,
Singapore and India to compete for markets in the Pacific and Asian areas for
U.S. wheat.
Our Boards of Directors, actual wheat farmers from the thirteen-member

states, have long supported the concept that farmers and government should
be prepared to work together to maximize U.S. wheat exports in order to im-
prove farmer income. Consequently, our organizations are in basic agreement
with the purpose of each of the four bills that this Subcommittee is consider-
ing today.

Foreign market development for wheat is an on-going process based on market
intelligence, trade servicing, technical assistance, nutritional and other efforts.
All of these programs carried oat by Great Plains Wheat and Western Wheat
are modified and geared to the varying import purchasing system, types of
wheat grown, the state of economic development and the level of milling and
baking in the multitude of countries in Europe, the Middle East, Africa, Cen-
tral and South America and Asia. Moreover, our marketing and promotional
program, designed to either develop, expand, or maintain foreign markets for
wheat, must be discharged with a view toward long-term results—and not on an
"on again, off again" basis because of seasonal world wheat supply-demand
factors. In brief, U.S. wheat farmers have long worked to maintain the reputa-
tion of all classes, grade and quality of U.S. wheat to be reliably supplied to all
foreign customers at any time in any year.
The commitment of U.S. wheat farmers to joint foreign market development

with the USDA's Foreign Agricultural Service is real and genuine. Farmers
in only four states organized state wheat commissions for support of the over-
seas promotional programs in the early 1950's. This farmer support has now
been expanded to thirteen states, covering the entire breadth of the area called
the Great Plains and Pacific Northwest. Moreover, direct and indirect farmer
support via the state wheat commissions has increased from $848,750 in 1971/72
to $1,833,90 in 1977/78. This rate of farm-fin.aneed support has easily kept pace
with the funding provided by the Foreign Agricultural Service, from $1,582,400
in 1971/72 to $2,528,400 in 1977/78.

Nevertheless, additional support and funding are required from both farmers
and the government to insure the sustained success of this joint industry-
government program to maximize U.S. wheat exports. Moreover, the govern-
ment is only capable of creating the atmosphere and conditions necessary to
realize our goals: (1) improved international agricultural trade system through
international negotiations to remove foreign barriers to U.S. wheat exports; (2)
augmented and more flexible credit programs to meet the needs of particularly
developing countries and to meet the marketing competition and challenges
from other wheat exporting countries; and (3) up-grading of U.S. agricul-
tural representation in U.S. Embassies and Missions and to continue to reject
any regressive proposals and measures that run counter to the spirit and com-
mitment to entrepreneurship that has, and continues to make, U.S. agriculture
viable through an integratsvl export program for wheat and other commodities.
Each of the four bills being considered today by this Subcommittee address

the need for the United States to improve the conditions and terms of its over-
all exporting financing program. Moreover, these vary in this regard only
in approach and method to insure a more competitive marketing program for
U.S. wheat and other products in meeting competition from other major
exporting countries. Before addressing the specificity of these bills, I would
like to emphasize that past, present and future Commodity Credit Corporation
export financing program does not incur any cost to the U.S. General Treasury
and/or taxpayers. As a matter of fact, the interest that accrues from CCC lines
of credit generates a slight revenue for the United States only to cover the
operational cost of this program.
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1. CCC Credit to Non-market Economies.—We supported the initiatives lastsummer by Senators Humphrey and Dole to extend Commodity Credit Cor-poration (CCC) financing to various socialist countries, commonly called non-market economy countries. The late Senator Humphrey, in association withCongressman Findley, best expressed our position when he stated that "inter-national business and trade is a world of its own that can't be turned on andoff just because of shifts in political views." Poland, Romania and Yugoslaviacurrently receive CCC export financing—all to the direct benefit of thosecustomer-countries and to U.S. wheat farmers. There should be legislativeauthority to extend such financing programs to other socialist countries, par-ticularly the Soviet Union and the People's Republic of China, in order toexpand and penetrate, respectively, these growing and sizable wheat import-ing markets.
With respect to Senator Huraphrey's observation, it is interesting to recallthat the United States provided CCC credit to the Soviet Union for the 1972-75period—and sizeable export volumes of U.S. wheat were moved to that coun-try. The lack of export financing authority by the CM for the Soviet Unioncould well have reduced potential U.S. wheat and grain sales to the U.S.S.RMoreover, it is the opinion of most observers that the Trade Act of /974 wasreally counterproductive inasmuch as the denial of U.S. tariff and credit consid-eration to the Soviet Union did not result in any appreciable changes in thedomestic policies of the Soviet Union. One of the major objectives of the variousamendments to the 1974 trade Act was to increase the number of emigrants fromthe Soviet Union. According to public figures available from the U.S. Depart-ment of State, the following number of Jewish emigrants had obtained exitvisas during the indicated years: 1973, 33,500; 1975, 13,300; and 1977, 13,250.It is interesting to note the sharp decline in emigration from 1973, immedi-

ately preceding the passage of the 1974 Trade Act, to 1975, the year immediately
following the passage of the Act. Moreover, the Soviet Union immediately can-
celed the exchange of the U.S. and U.S.S.R. Trade Agreement of 1972. The
1974 Trade Act established different conditions than the United States agreed
to in the 1972 Trade Agreement with the U.S.S.R. In addition, it is difficult to
point out any advantages to U.S. wheat farmers in terms of increased wheat and
grain sales to the Soviet Union or to improved emigrant exit status from the
Soviet Union.
• 2. Increased CCC Flexibility.—Not only is more flexibility in credit repay-
ment periods required, but we also urge that the CCC interest rates should be
more competitive to attract buyers to the U.S. market. It should not be neces-
sary to profit from the interest charged to foreign customers for the purchase
of U.S. wheat. Quite the contrary! To follow the New York prime interest rate,
which reflects the domestic economy, overlooks the more favorable rates avail-
able from international money markets outside the United States. A prime
advantage of a U.S. credit program is that it is linked to purchases of agri-
cultural products from the United States. Competitive credit from other com-
mercial sources holds no such restriction; a buyer is free to purchase com-
modities from competitor wheat exporting countries. Therefore, to increase the
funds allocated to all U.S. agricultural export financing programs and to make
them available and attractive to all foreign customers, including non-market
economy countries, will greatly enhance the U.S. competitive position in selling
wheat to all foreign customer-countries.

3. Intermediate Credit Facilities.—We believe that the initiatives in this
area are also appropriate and necessary to engage in the competitive interna-
tional market for expanding 'U.S. wheat exports. We urge, therefore, the estab-
lishment of an intermediate commercial credit program of from three to ten
years to finance the sale of U.S. agricultural products. The terms of a three-year
CCC commercial credit program may be too rigorous for developing countries;
the long-term loans under the P.L. 480 program may be inappropriate. An
intermediate commercial credit program would bridge the gap between the
three-year CCC commercial program and the longer-term concessional P.L. 480
program. It would also serve to permit for a transitional credit program for
countries moving from the concessional P.L. 580 programs to the commercial
CCC credit program.
To effectively compete against government wheat boards, which are at liberty

to set sales prices and credit terms at any level, the U.S. wheat industry needs
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all of the marketing tools available. An intermediate credit program could be
the factor that brings a foreign customer to the U.S. market. In addition, de-
ferred payments would permit these countries to make additional purchases
from the United States. Furthermore, it is highly desirable to designate a
percentage amount of these funds to the overall foreign market development
program for investment back into the development of grain handling and
storage infrastructure or processing industries of the recipient customer-
country. This assistance would improve and enhance the insured increased con-
sumption and greater market growth for wheat flour products.

Consequently, we would urge that the varying provisions in S. 2385, S. 2405,
S. 2504 and S. 2968 be incorporated into a multi-phased commercial financial
package. Such a package would include the three-year CCC program to over-
seas customers and the exporting trading firms and cooperatives; authority for
export financing facilities to the non-market economy countries; intermediate
commercial credit programs to appropriate customer-countries, along with legis-
lative exemption from any cargo preference requirement because of its com-
mercial nature; and a designation of repaid intermediate credit assistance for
additional foreign market development program in the recipient customer-
country.

.4. Agricultural Trade Offices.—We believe the establishment of overseas agri-
cultural trade offices offers a three-fold approach to enhancing the promotion
of agricultural exports: providing additional assistance to the various agricul-
tural cooperators; assisting private U.S. firms seeking export outlets for their
products; and providing information about U.S. farm products to potential
foreign customers. We believe that the agricultural trade office can be most
effective if its efforts are directed toward supporting the smaller, non-resident
cooperators, offer the overseas advantage of being able to operate from a base
and establish contacts in countries where agricultural export opportunities are
high. On the other hand, many cooperator organizations have already devel-
oped an efficient market development program, and are highly recognized in
overseas markets for their promotional efforts and their independence in
pursuing appropriate export marketing objectives. The creation of overseas
agricultural trade offices would not materially enhance the programs of these
well established organizations in overseas regions. Consequently, the co-location
of various cooperator organizations in a central agricultural trade office can
be an option for those who prefer it. But it should not be mandatory! While
the sharing of office space, equipment and staff could undoubtedly contribute
some economies, the savings would have to be weighed against any possible
decline in the acceptance or effectiveness of each individual cooperator, par-
ticularly those who have already developed and established their program in
an environment of independence. We do not believe that the agricultural trade
offices can be completely separated from the agricultural attache. They should
be located away from the embassies to allow for easier access by interested
individuals. Nevertheless, they should be tied directly to the office of the
agricultural attache. The trade officer should carry the title of Assistant
attache, or in the absence of an agricultural attaché at the U.S. Embassy
in the country, the title of attaché.
• 5. U.S. Agricultural Counselor.—We continue to endorse the proposal to give
counselor status to selected agricultural attaches, a position adopted and
advocated by our organizations as early as 1974. Agriculture plays a very
important political role in most foreign countries; far greater than it does in
the United States. Experienced agricultural attaches provide insight and
understanding on important issues relating to agriculture and are essential
to the implementation of U.S. policies. Consequently, the designation of Coun-
selor to U.S. agricultural representatives in selected U.S. Embassies or Mis-
sions—for example, Moscow, London, Brussels, Paris, Rome, Tokyo, Mexico
City—would provide comparable status vis-a-vis his foreign counterparts. It
would also insure that the role and mission of U.S. agriculture abroad is given
its proper prominence within U.S. Embassies, and making the Agricultural
Counselor a genuine member of the U.S. Ambassador's "country team." Where
appropriate, the title of Agricultural Minister should also be considered. Such
designations, continuing in the main with that of attaches, would be made by
the Secretary of Agriculture in consultation with the Secretary of State.
We applaud the efforts and initiatives being made in the Congress and the

Executive Branch to provide leadership and support to the joint government



179

and industry effort to maintain and expand foreign markets for U.S. agricul-
tural exports. All of us realize the importance of sustained quantity and value
of U.S. farm exports to the overall American economy.
In conclusion, however, we would like to emphasize that U.S. agricultural

exports accounted for $24 billion in 1977—and were a prime factor in prevent-
ing an even greater trade deficit that year because of the sharply escalating
import prices paid by the United States for petroleum imports. U.S. wheat
exports accounted for just under $3 billion of this export earnings. More funda-
mental is the dependency of American farmers on the export market to insure
a reasonable level of income on the basis of efficient production and modern
farm management. Without sustained U.S. farm exports to meet the food and
fiber demands of the world, U.S. Farmers are forced to look for income sup-
port from other sources, a measure that generally results in decreased produc-
tion and an inefficient use of the most valuable resource in the United States.
Consequently, we must continue to attempt to expand U.S. wheat exports for

many reasons, the most important of which are: (1) to assure a realistic income
return to producers on the basis of efficient production and management invest-
ment; (2) to realize the return from these farm exports as a significantly posi-
tive factor in the current balance of trade situation; (3) to reaffirm that the
United States is the preponderant source and a reliable supplier of every class,
grade and quality of wheat at any time throughout any year; and (4) to utilize
efficiently our uniquely valuable resources to meet the growing demand for the
food needs of the world.

STATEMENT OF JOSEPH HALOW, EXECUTIVE DIRECTOR, NORTH AMERICAN
EXPORT GRAIN ASSOCIATION, INC.

My name is Joseph Halow, and I am Executive Director of the North Ameri-
can Export Grain Association. Ours is an association of private trade organiza-
tions and farmer cooperatives established for the purpose of promoting exports
of U.S. grain. We very much appreciate the opportunity to present our views on
this important subject before this Committee.
We feel that the first requirement for a good grain export program is a firm

dedication to such a program, based on the realization that it is essential for
the health and the well being of the U.S. grain economy and is the only generally
acceptable form of supporting U.S. grain agriculture. There is, in fact, some-
thing for everyone in expanded grain exports: The farmers' best years are those
in which agricultural exports are at the highest levels; the prospect of continued
access to export markets assures the production of adequate supplies of the
proper qualities of grain for the processors and consumers; and the income from
grain exports helps offset the rising cost of needed imports. Had, for example,
the U.S. been a more aggressive wheat exporter during the 1976/77 marketing
year and the early part of this marketing year, there would probably have been
no farmers' strike. There would then, of course, also not have been the resultant
pressures on the Administration and the Congress and the ill will with which
the farmers witnessed the defeat of legislation which they were demanding. The
U.S. would, furthermore, probably not have felt the need to institute a set-aside
program for the 1978 crops, a program which has all the earmarks of being a
mistake. We should note that none of the other major wheat exporting countries,
all of whom were aggressive exporters during the same period of time, is plan-
ning any acreage reductions. They are all, in fact, planning to increase acreage
to replenish the stocks which they depleted at the same time the United States
was adding to its stocks. It is these stocks which were weighing on the U.S.
commodity markets, depressing farm prices and our agricultural economy.
Expanded grain exports can provide the necessary increase in farmer income

without placing this burden on the back of the reluctant taxpayer, who is al-
ready expressing alarm over the cost of food.
At the present time the export outlook is very good for the United States, but

we have gotten into that position almost by default. I say "default," because the
United States is virtually the only exporting country with exportable supplies, in
a position to accept any sizeable orders. This situation will, however, surely
change, and this Committee is to be commended for taking such serious interest
in a positive effort to maintain a high export level even under more competitive
conditions.
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Following are some key points necessary in an aggressive export expansion
program:

1. Price competitiveness.—Until the current world supply/demand situation
changes, the U.S. is not encountering pricing problems. During the past market-
ing year, however, the United States Was constantly underbid by Canada,
Australia and Argentina, all of whom captured a portian of the U.S.'s share of
the world markets. Contrary to what it may have been popular to suggest, most
of the world buys on the basis of price first or, at best, some combination of price
and quality. The United States should have Immediately available a standby
export subsidy (or restitution) policy. When other nations undercut V.S. prices,
the U.S. should be in a position to tell them that we are immediately prepared
also to price aggressively if they continue to Undercut U.S. prices. During the
past marketing year the U.S. stated, on the contrary, that it would never again
resort to the use of export subsidies, leaving the field completely open to the
other exporting countries, which ran away with the business.

2. Credit programs.—The United States should use its GSM credit, which is
considered commercial-term credit, on a commercial basis and not make exten-
sion of credit subject to political considerations, Making it a dual or multiple-
purpose measure blunts its effectiveness in reaching its goals.
The United States should also have an intermediate-term credit program,

something between its P.L. 480 program with terms of as long as 40 years and
its present GSM credit with a time limit of 3 years,

3. Timely shipment.—The United States has an advantage over other export-
ing countries and that is an excellent pipeline for moving grains and ports over
a large coastline in three directions. A strong effort should be made to keep that
pipeline and the ports open at all times. Delays in shipment caii mean lost orders
and lost volume. Movement through the ports should be efficient and prompt. The
industry is adjusting to a more complex inspection system which still often tends
to be cumbersome. Care should be taken that qualities shipped are at least com-
mensurate with what has been ordered and that working conditions ate safe.
The U.S. should, nevertheless, guard against an overreaction to the quality prob-
lems of the past and the tragic elevator explosions of a couple of months ago.

4. Maintain as low an overhead dg possible.—The casts of handling grain and
inspections are now in some instances five times what they were in the past.
During periods when the United States is virtually the only supplier, these addi-
tional expenses can be charged to the buyer. When the United States must com-
pete with other countries, however, the additional charges either make U.S.
prices non-competitive or are ultimately passed back to the farmer. The U.S.
grains inspection system is already costing much more than Congress had ap-
parently ever anticipated.

5. Better market servicing.—This is an activity in which all participants may
engage; the USDA and the cooperator groups. Prequently in the past such ef-
forts have been concentrated on existing markets, some of which have already
been overdeveloped for grains. Certainly market development efrorts in, for ex-
ample, Western EttrOpe and Japan, have long passed the point of diminishing
returns. All buyers, and particularly new ones, require more attention. They
should receive it from the cooperator groups in the form of personal contact,
more and better information on Markets and grain availability as well as
qualities.
6. Trade policy.—The 11.3. should stri-ve always for the type of trade policy

which will permit it to export freely. It should guard against entering into any
type of international agreement which will limit U.S. access to world markets.
Although sales to the socialist countries are also covered by the comments

above, the fact that such sales are treated differently merits here also special
mention. I should like to reiterate the point I made in the hearings on March
1st: The United States is at a higher level of production, from which It would
be painful and uneconomic to return. At a higher level of production the United
States cannot count only on its so-called "traditional customers" for the neces-
sary amount of grain disappearance and must look to new markets. They exist,
fortunately, and the most promising of these are the countries with centrally
controlled economies and those in the Middle East. They all produce grains, and
their needs vary each year in accordance with their own production. Production
is, however, undependable, and their grain needs are growing rapidly. The United
States should adopt a sales posture toward these countries which will favor the
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increase in their grain consumption and permit the United States to benefit from
it. This would include

1. Extension of CCC credit to these countries and consideration of an inter-
mediate credit program (mentioned above) which would also be extended to
them. Whether or not they ever avail themselves of it, it would help convince
them that the United States is interested in doing business with them, letting
them feel they can count on obtaining from the United States the supplies they
need.

2. The United States discriminates against certain of these countries by im-
posing on them restrictions imposed on no other commercial customers. We
refer to such restrictions as stipulation that a large portion of their grain pur-
chases from the United States be transported on U.S. flag vessels at much higher
freight rates than for other flag vessels. This discourages the expansion of their
purchases from the United States, encouraging them to seek grain from all other
sources before they collie here. This policy has not benefited the maritime indus-
try, in whose interests it has been established, but it has been costly to the
farmer.

3. Comments above with regard to market servicing are even more important
in this area than in many others, since these customers are not generally fa-
miliar with the U.S. marketing system. They are, furthermore, concerned about
their continued access to the U.S. market in times of possible shortages. They
should he made to feel that the United States wants their business, that the
U.S. will be a dependable supplier to them and that they can continue to buy
from the United States on an ongoing basis.

4. The United States cannot expect that these countries will continue to buy
from the United States more than they absolutely must unless the United States
is willing to import from them. Efforts should be made to remove import restric-
tions on a mutually acceptable basis.
We are pleased that legislative proposals now before this Committee cover

many of these points.
U.S. grain exporters are very concerned about the agricultural economy, and

our members continue to offer their services in an effort to help overcome cur-
rent problems.
The current Administration's posture vis-a-vis the grain exporters has been,

however, at least aloof and frequently hostile, in contrast to the friendly and at
times even paternalistic attitude of other governments to their business firms.
The U.S. posture makes the U.S. the "seller of last resort," or the "residual sup-
plier." It is not a coincidence that those countries which work together with
their exporters are performing better in the world markets.
Thank you again for the opportunity to express our views. I should be

pleased to attempt to answer any questions which you may have.

STATEMENT OF JOHN C. DAFT, DIRECTOR, WASHINGTON OFFICE,

AMERICAN FARM BUREAU FEDERATION

Farm Bureau has a keen interest in legislation designed to increase export
sales of American farm commodities. We support S. 2385, the Agricultural
Trade Expansion Act of 1977, which was coauthored by Congressman Findley
and the late Senator Humphrey; S. 2504, introduced by Senator Dole; and
S. 2405, introduced by Senator Lugar; and S. 2968, introduced by Senator
Clark.
Export markets are vitally important to American farmers and ranchers.
In fiscal year 1977 exports of U.S. farm products totaled $24 billion—the

equivalent of about 25 percent of cast receipts from farm marketings. Com-
modities produced on about 28 percent of U.S. harvested acreage were exported
in 1976. Crops from 96 million acres were moved to export markets.
This means that the production from better than one harvested acre in four

is absorbed by export markets. For individual crops, about 60 percent of the
soybeans and products. 56 percent of the rice, 52 percent of the almonds, 46
percent of the wheat, 41 percent of the cotton, 32 percent of the tobacco, and
27 percent of the coarse grains moved abroad. Significant portions of other
crops were exported, including animals and animal products, dry beans and
peas, prunes, citrus products and hops.
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Further expansion of our export mrkets could make a significant contribu-
tion to the improvement of farm and ranch income.
Farm exports are also extremely beneficial for the rest of the economy. It

has been estimated that, for every one dollar that is earned by the farm sector
from exports, another $1.33 is generated in the rest of the economy for such
services as transportation, financing, warehousing, and supplying farmers with
machinery, fertilizer, and other goods. Thus, farm exports of $24 billion gen-
erate more than $50 billion worth of total business activity in the United
States.
It has also been estimated that some 1.2 million jobs, both an and off farm,

are related to export of farm products. Of these more than 650 thousand are
nonfarm jobs.
As a result of our high level of farm exports and relatively lower level of

agricultural imports, the trade surplus in the agricultural sector during 1977
was in excess of $10.5 billion. On the other hand, net nonagricultural trade
has declined from a modest surplus in 1970 to extremely large deficits in the
past few years. The United States greatly needs a surplus from its agricultural
trade in order to pay for imported oil, which has quadrupled in price, and
for other raw materials and consumer goods; We shall need an even greater
agricultural trade surplus in years to come.
The growth of commercial agricultural exports and their contribution to our

balance of trade has helped to keep the value of the dollar from dropping to
still lower levels in the world markets.
In addition to these benefits, U.S. agricultural exports have played a

very important role in our relations with other countries. During the past
several years increasing ability to export agricultural commodities has helped
build a firm domestic for our political and economic foreign policies.
These benefits have been achieved because we have the most efficient and

productive agricultural system in the world. We submit that further expansion
of agricultural exports can be achieved by:
(1) Liberalization of restrictive trade barriers, which reduce the flow of

agricultural exports through bilaterla or multilateral trade negotiations, and
(2) Aggressive market promotion and development.
Trade Liberalization: Farm Bureau actively supported the Trade Act of

1974. This legislation authorized the United States to participate in the current
multilateral trade negotiations. These trade talks provide opportunities for
action to expand mutually advantageous trade through reciprocal agreements
among nations to reduce their trade barriers. To ensure that significant results
are achieved in terms of liberalizing the barriers affecting our agricultural
exports, Farm Bureau has been monitoring these negotiations closely. Farm
Bureau leaders are serving on the agricultural trade advisory and agricultural
policy advisory committees which advise our trade negotiators with respect
to agricultural matters. In addition, Farm Bureau has assigned staff members
to monitor and report on the progress of the trade negotiations, both in
Geneva, Switzerland and here in Washington.
The outcome of these trade negotiations will have a significant impact on

trading rules and patterns for years to come. We urge the Congress to take
an active interest in these negotiations to ensure that American agriculture's
current competitive position in world trade is at least preserved and is im-
proved wherever possible.
Market Development: During the past two years, Farm Bureau has con-

ducted numerous trade missions abroad, including trips to Western Europe,
Israel, Japan, Mexico, India and Indonesia. These missions are part of the
Farm Bureau's continuing effort to expand international trade and to improve
relations with our trading partners.
We support legislation which is designed to increase export sales of Ameri-

can farm products.
Farm Bureau actively supports S. 2385, introduced by the late Senator Hum-

phrey, to allow CCC loans to "nonmarket economy" countries such as the
People's Republic of China, the Soviet Union, and Eastern European nations—
which would enhance our competitive position in export markets. We also
favor extension of the "most-favored-nation" principle to these nations.
We also support S. 2405, the Intermediate Term Agricultural Export

Credit Act of 1978, which would authorize an intermediate CCC credit pro-
gram with loan terms of five to ten years. It is envisioned that the funds
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generated by this type of transaction (during the duration of the loan) would
be used by purchasers to improve the marketing, storage, or distribution of
food or other commodities which in turn would have the effect of increasing our
markets for future shipments of agricultural commodities.
We support S. 2504, the Export Stimulation Act of 1978, which would make

COO financing available to exporters who extend deferred payment terms to
foreign buyers. This proposal would facilitate the financing of U.S. exports to
"nonmarket economy" countries. The CCC would extend credit to exporters
who, in turn, would extend credit to such countries for up to three years at
interest rates similar to the rates offered to other countries by the COO.
Farm Bureau supports S. 2968, the Agricultural Export Expansion Act of

1978. This bill provides for the establishment of six to twenty-five U.S. agricul-
tural trade missions, a new medium-term commercial credit program for
financing exports, the appointment of an under secretary of agriculture for
international affairs, and an upgrading of the role of U.S. agricultural attaches.

These bills are in keeping with Farm Bureau policy that "every means pos-
sible be used to expand the exports of agricultural commodities."
There are other areas to which the Congress could address itself, such as

increased funding for export sales credit and P.L. 480 sales.
Given the proper climate, prospects for future expansion of U.S. agricultural

trade look bright. We shall continue to have a strong demand in such tradi-
tional markets as Japan and Western Europe. In addition, as the nations of
the third world continue to develop and to increase their participation in inter-
national commercial trade, they will become customers for more of our food
and fiber. In recent years •the nonmarket economies or Communist bloc na-
tions have been a very important market for U.S. agricultural commodities, and
they promise to remain so in the future.
If U.S. agricultural commodities and products maintain their competitive

prices and high quality—and if we make aggressive efforts to remove impedi-
ments to trade and to market our products abroad—there is very little doubt
that we shall continue to experience a continuing expansion of agricultural
exports.
In conclusion, we urge prompt action on this legislation by the Congress.

STATEMENT OF ROBERT G. LEWIS, CHIEF ECONOMIST AND NATIONAL SECRETARY,
NATIONAL FARMERS UNION

Mr. Chairman, I am sure I speak for the members and leaders of the
Farmers Union and millions of farmers generally in expressing warm gratitude
for the concern for raising farm income to more fair and adequate levels that
is expressed in the bills which are the subject of this hearing.
However, there is a distinct danger in some of the provisions of the proposed

legislation that might very likely result in doing more harm than good—
both to American farmers, and to the interest of the United States in gaining
optimum balance-of-payments benefits from our agricultural exports and
promoting an orderly, efficient, and progressive international trading system.
I will address first the proposals for extending credit for terms up to 10

years at lower-than-normal market interest rates to finance sales of agricul-
tural commodities.
Under some circumstances, long-term and intermediate-term credit in con-

nection with sales of agricultural commodities makes good sense. Sales of
breeding stock having a productive life of five or more years can with economic
justification be financed for terms of several years, because earnings from
the product sold can be expected to be received throughout the term of the
loan. In some special markets, particularly to non-market economies, three-
year credit terms has become an established and accepted practice in interna-
tional trade and the United States should continue to enable exporters of
American-produced commodities to match the competition. Certain long-term
economic development projects, particularly labor-intensive construction work,
can justifiably use long-term financing of the food component as well as other
capital components, as is now authorized under P.L. 480.
But for most sales of perishable food commodities, the real effect of long-

term credit would be to cut the selling price. This would be accomplished by
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tieing-in the sale of wheat or soybeans, etc., to the provision of another thing
of value—in this case cheap credit. The beneficiaries of the government as-
sistance in the program, who are most likely to be the trading companies that
are the sellers of the agricultural commodities, would then acquire two things
to sell for the price of one: (1) farm products, and (2) cheap credit. They
can make enough profit on re-sale of the cheap credit received from Uncle
Sam to enable them to shave the selling price of the agricultural commodity.
That is where the "increased competitiveness" comes in.
Here is how it works:
No one in his right mind will take a mortgage on a steak dinner as security

for a loan for a term any longer than half an hour. Food is not a suitable
security for credit on terms any longer than the food is likely to survive
being eaten up. The real security for any long-term loan on food is the credit-
worthiness, if any, of the borrower. Thus long-term credit financing of trans-
actions in food are almost unheard of in normal business practice.
If the government should offer long-term credit (or credit guarantees, which

are essentially the same thing) to finance sales of food, it is not the consumer
of the food who would get the credit. When the food is sold in the importing
countries, the people who eat it would have to pay for it on the spot, and in
cash. The cash taken in by the sellers, however, would not need to be paid
back to the U.S. Government for up to 10 years. Interest rates in the importing
countries usually are much higher than the rate charged to the seller of the
food by the Commodity Credit Corporation, so the seller would be able to lend
out the money received from sale of the food at higher interest rates for up to
10 years and to make a profit on the business. Most of such credit, wherever
it has been extended, is used for purposes having nothing whatsoever to do
with either the use or the user of the food.
As farmers, our concern is whether this procedure really does help to im-

prove our income. Farmers' gross income is the product of the volume sold
times the selling prices. With minor qualifications, farmers each year produce
as much as nature allows. This means that the significant element in the multi-
plication of price times volume is price.
The last thing that American farmers need is a new technique of price-

cutting in the international market.
The present policy of the United States government is to keep international

trading prices of grains down to the lowest level, in real terms, in all history
excepting for 1931 and 1932. Even after the government incurs billions of
dollars a year in obligations to make deficiency payments to farmers, the re-
turns to American farmers are below their cost of production, even farther
below a fair rate of return on their labor and investment. Every country that
imports our grain raises the price two or three hundred percent or more above
the price our farmers get before it is re-sold to consumers, with the foreign
governments raking off these grotesque mark-ups for the benefit of their treas-
uries and their taxpayers.
This senseless policy is ruining our farmers, contributes to wrecking the

standing of the U.S. dollar in the world economy, and deprives the U.S.
economy of huge balance of payments benefits. And it does not even work to
increase our volume of sales. The other main grain exporting countries, all of
them relatively small and economically much weaker than the United States,
have no choice but to sell their grain at whatever level our policy forces the
price to sink. Their national, grain marketing boards, not surprisingly, are
more efficient in guessing price and supply trends than our individual farmers,
and they managed to sell their entire available supply from the 1977 crop.
Most of their sales were made before prices sank all the way to the U.S.
price support loan rate, which controls the world trading price so long as there
is or seems to be a slight surplus. American farmers are left holding the bag.
The other exporting countries reduced their "surpluses" by 77 percent in
Argentina, 71 percent in Australia, and 4 percent in Canada, while ours in-
creased 4 percent.
There is no doubt in my mind that the enhanced opportunity for price-

cutting that tieing-in sales of cheap credit with agricultural commodities from
the United States will be matched immediately by competing exporting coun-
tries. Perhaps they are already ahead of us. The result will be to erode the
selling price some more. This is a practice that can benefit only the multi-
national trading companies who are enabled to make two profits on each sale—
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one when they sell the farm commodities, and a second when they retail
the cheap credit from Uncle Sam.
What ought to be done, instead of further eroding of the world trading

prices of agricultural commodities, is for the United States to come to its
senses and quit giving away our grain so cheaply.
There is no rational justification for maintaining U.S. price support loan

rates and thereby pegging the world price floor at the lowest level in real
terms since the Depression. Only a quarter or less of the total world supply
of grains is sold at the world trading price. The world could not be fed if
such prices were to be imposed world-wide. The world cannot be fed in the
future, when there will be billions more of us on earth, and when many more
than today will have money to pay for more and better food, unless farmers
can recover their costs of production plus an adequate incentive to increase
production.
And there is no need whatsoever to blunder along giving away America's

economic trump to the Soviet Union and our primary economic rivals at less
than cost. I have talked with top-ranking officials in the government of Canada,
Australia, and Argentina, and all of them declare that their governments and
marketing systems would, in the first place, raise their selling prices for
grains to match an increase in the U.S. price support loan rates; and sec-
ondly, hold off the market and store their share of a world "surplus" or
"reserve" when and if it exists so as to maintain world trading prices at that
price level. I believe the European community also would participate in an
international agreement among both importing countries and exporting coun-
tries to achieve such a rationalization of world trade in grains.
My recommendation, therefore, is that Congress reject this move toward

further profiteering by the traders and further price-cutting in international
farm commodity prices; and instead call upon the Executive Branch to increase
price support loan rates to realistic levels, and to negotiate with other coun-
tries for an international agreement to maintain stable and fair prices and
assure supplies to consumers.

2. One of the bills (S.2968) would authorize the creation of up to 25 new
government offices in various countries to promote sales of farm commodities
from the United States.
We favor this measure, but believe that it does not adequately respond to

the opportunity that exists to expand sales of food. We believe additional sales
promotion work should be combined with more fundamental economic and
trade development efforts.
The overwhelmingly dominant factor limiting purchases of food by literally

billions of people who want and need it is lack of money. The real problem
in selling more food is to enable hungry people to earn money so they can
pay what it costs to produce it. The United States should seek to create new
and expanded two-way flows of trade between the United States and other
countries. Only those who are able to earn dollars are able to pay dollars for
our farm commodities. If we can help the hungry to find ways to earn dollars,
their own appetites will be far more effective than all the salesmen in the
world could be to persuade them to buy our food.

STATEMENT OF HANS BLOCKLIN, VICE PRESIDENT, LYKES BROTHERS STEAMSHIP
CO., ACCOMPANIED BY : HERBERT BRAND, PRESIDENT, TRANSPORTATION INSTITUTE;
EARL CLARK, CO-DIRECTOR, LABOR-MANAGEMENT MARITIME COMMITTEE; BEN

MAN, EXECUTIVE DIRECTOR, JOINT MARITIME CONGRESS; ALFRED MASKIN, EXECU-
TIVE DIRECTOR, AMERICAN MARITIME ASSOCIATION; AND W. H. WILLIAMS, VICE
PRESIDENT, AMERICAN LINES

Mr. Chairman, members of the Committee, I am Hans Blocklin, Vice Presi-
dent of Lykes Brothers Steamship Co. I am appearing today on behalf of the
Council of American-Flag Ship Operators. I am accompanied today by Mr. W. H.
Williams, Vice President of American President Lines; Mr. Herbert Brand,
President of the Transportation Institute; Mr. Alfred Maskin, Executive Di-
rector of the American Maritime Association; Mr. Ben J. Man, Executive
Director of the Joint Maritime Congress; and Mr. Earl W. Clark, Co-Director of
the Labor-Management Maritime Committee.
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We collectively represent every segment of the ocean-going U.S.-flag Mer-
chant Marine—liner vessels operating on regular schedules and trade routes;
tankers and dry bulk carriers operating as tramps or contract carriers; sub-
sidized and unsubsidized operators; labor and management groups. Together, our
organizations represent 278 U.S.-flag vessels built in U.S. shipyards and manned
by American citizens. Approximately 24,000 U.S. seamen are employed in an on-
board capacity, and an additional 250,000 maritime related jobs are supported
by the U.S. Merchant Marine.
These various segments of our merchant fleet frequently have diverse interests.

Yet, all are united with respect to our views on the legislation the Committee is
considering today.
Your Committee has before it today three bills; S. 2385, S. 2405, and S. 2968.

Common to each of these is that they would improve the terms, conditions and
availability of credit for the export sale of United States agricultural products.
The present Commodity Credit Corporation/GSM-5 program finances the sale
for export of agricultural commodities on credit terms not exceeding three years,
at current interest rates of from seven to nine Percent. Current exports under
the CCC/GSM-5 program are about ten million metric tons annually. The legis-
lation before you now would extend the CCC credit terms from three to ten
years, with interest at or slightly above the average cost of funds borrowed by
the CCC from the United States treasury.
Mr. Chairman, we strongly support any legislation that would create new and

expanded markets for American products. We recognize the significant and con-
tinuing contribution of our agricultural community to the economy of the
United States. The bills before you today can strengthen that community and
we urge that they be considered favorably, with modification which we shall
discuss.
The American Merchant Marine has proudly established a history of support-

ing the U.S. agricultural community and will continue to supply the logistical
link between the U.S. farmer and foreign consumers. This effort assures the
regularity and frequency of shipping services that are so vital to the exporter of
our farm products. Without the dependable contribution of the American Mer-
chant Marine, the exporter would be left to the mercy of foreign maritime inter-
ests with no guaranteed assurance of rate stability or dependable services. The
United States-flag merchant marine is a vital component in the economic and
defense posture of our nation.

Vessels flying the U.S. flag provide employment for seamen, shipbuilders, and
those working in related industries which provide supporting services to the
fleet. These people, as well as the companies that employ them, pay U.S. taxes
and procure goods and services in the United States which contribute to our
continued economic growth. It has been estimated that U.S. shipping com-
panies return $0.71 of every freight dollar to the U.S. economy. It is axiomatic
that payment of ocean freight to foreign operators in U.S. dollars would con-
stitute a loss of dollar reserves—definitely counter productive to the position
of the U.S. in international balance of payments.
We believe that if the carriage of our international trade were abandoned

to foreign operators, we would quickly relearn the lessons of the past—that
the foreign operators place the economic welfare of the United States well
behind that of their own. Without the presence of U.S.-flag vessels in ports
throughout the world, the image of our great trading nation would be lost,
and our voice in international maritime matters muted. What does it benefit
us if United States agricultural commodities, exported on what must be con-
sidered concessionary terms, are delivered to our friends overseas in foreign
flag vessels? Who gets the credit? More importantly, who gets the dollars which
are paid for the transportation of those commodities? Should they go to a
United States company paying U.S. taxes, employing U.S. seamen and building
its ships in U.S. yards, thus returning a significant portion of every freight
dollar to the United States economy? Or should they go to a foreign company,
owing no allegiance to the United States, contributing virtually nothing to
our economy, contributing only to our worsening balance of payments situa-
tion? Obviously we feel that economic and political considerations dictate
participation in these programs by the American Merchant Marine.
In addition, U.S.-flag vessels provide the nucleus mobilization capability to

respond to our defense requirements in times of emergency. In every conflict
which this nation has faced, the U.S. merchant marine has played a vital
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role. In Vietnam, U.S. vessels delivered 98% of the materials used by our
forces—the balance moved by air.
Mr. Chairman, as you may know the Department of Agriculture has main-

tained in the past that the current CCC/GSM-5 program does not come under
the provisions of Section 901(b) of the Merchant Marine Act of 1936 (here-
after referred to as P.L. 664). P.L. 664 provides, in pertinent part, that
"Whenever the United States shall . . . advance funds or credits . . . in con-
nection with the furnishing of . . . commodities, the appropriate agency or
agencies shall take such steps as may be necessary and practicable to assure
that at least 50 per centum of the gross tonnage of such . . . commodities . . .
be transported on privately owned United States flag commercial vessels ..."
The stated purpose of P.L. 664 is to assure a fair and reasonable participation
by United States flag commercial vessels in cargo movements which are made
possible by United States government participation.

S. 2405 provides for financing by the CCC of ocean freight charges incurred
pursuant to its terms to the extent that such charges are higher (than would
otherwise be the case) by reason of a requirement that the commodities be
transported in United States-flag vessels. This is an apparent recognition of
the fact that P.L. 664 would and should apply to these programs and we
would strongly support this bill, with a clarifying amendment which we are
submitting today.

S. 2385 and S. 2968 specifically state that P.L. 664 shall not apply where
CCC credit terms are extended. This, in our view, would totally contravene
the intent of the Congress, as expressed in P.L. 664, to preserve United States
Government-aided cargoes, or a substantial portion of them, for the American
Merchant Marine.
The position of the Department of Agriculture that P.L. 664 does not apply

to the current CCC/GSM-5 program was upheld by an opinion of the Attorney
General, dated August 29, 1963. That opinion, which examined at length the
legislative history of P.L. 664, made it very clear that a determination must
be based on whether or not the particular transaction was, in fact, purely
commercial in nature. It went on to say that if the United States advances
credit in connection with a sale, the terms of which are more favorable to
the purchaser than they would be in a normal business transaction, the trans-
action cannot be regarded as purely commercial and the commodities involved
would come within the scope of P.L. 664.
We submit that in no case where credit terms of up to ten years are granted

for the purchase of a consumable commodity can the transaction be considered
purely commercial in nature. It is highly unusual for a commercial exporter
of agricultural products in this country or any other to grant credit for an
extended period of time to a foreign importer without a government guaran-
tee of the funds. If he does grant credit without such guarantee the terms do
not exceed eighteen months.
We believe that the enactment of these bills providing extended credit terms

would result in a shift from the Title I P.L. 480 program to this intermediate
credit program by certain countries. Furthermore, we believe that the De-
partment of Agriculture may exert pressure on countries to utilize this pro-
gram. This would result in a loss of a major portion of the 21/2 million metric
tons of cargo now annually moving on U.S.-flag vessels.
In addition, the exclusion of the intermediate term Export Credit Sales

Program from the purview of P.L. 664 thwarts the intent of Congress and the
stated policy of the President. As the House report on P.L. 664 clearly out-
lined, the legislation was designed to "establish . . . on a permanent basis . . .
that at least half of the shipments of government aided cargoes be made in
American-flag ships." Today, the House Merchant Marine and Fisheries Com-
mittee and the President have acknowledged the need for the development of
a rational, coordinated shipping policy. In fact, an interagency Task Force is
being formed under the auspices of the White House to examine and reaffirm
this cargo policy. We urge this Committee to bear in mind that exclusion of
cargo preference provisions from these bills would be contrary to the policy
this administration in trying to develop.
IWe strongly urge that the pending legislation be amended to reflect the in-

tent of the Congress as it was expressed in P.L. 664. That is, that at least
50% of U.S. commodities exported under a government program such as this
should be carried on U.S. vessels when they are available and at fair and
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reasonable rates. These objectives can be achieved by the adoption of the
simple amendments annexed herein.
Mr. Chairman, this concludes my prepared remarks. We appreciate the op-

portunity to appear before you today and this panel will be happy to answer
any questions you or other members of the Committee may have.

AMENDMENT TO BE OFFERED TO S. 2405

On page four, lines five and six, delete the words "a requirement that the
commodities be transported in United States-flag vessels." After the word "of"
on line five add the following: "application of the provisions of Public Law
664, Eighty-third Congress, as amended (68 Stat. 832, 46 U.S.C. 1241(b) )."

AMENDMENT TO RE OFFERED TO S. 2385

On page two, line eight, delete "not."

AMENDMENT TO RE OFFERED TO S. 2968

On page nine, line twenty-one, delete "not".

STATEMENT OF HORACE DAVIS, FORMER ATTACHE AND FORMER ASSISTANT
ADMINISTRATOR FOR AGRICULTURAL ATTACHES

Mr. Chairman, my tame is Horace Davis. I am a retiree from the Foreign
Agricultural Service. I spent more than 12 years overseas as an Agricultural
Officer and also more than seven years in FAS Washington as Assistant Ad-
ministrator in charge of Agricultural Attaches. I welcome the opportunity to
meet with this Committee and to comment specifically on Title IV of S. 2968.
Title IV proposes the upgrading of the title of senior USDA representatives in
Key Countries from Agricultural Attache to Agricultural Counselor.
The question of obtaining diplomatic titles for overseas representatives of

USDA that are commensurate with their responsibilities and the importance
of their work has been raised Several times since Agricultural Attaches were
transferred from the Department of State back to USDA in 1954. In each
case, efforts to correct this problem through administrative channels have been
Ineffective. Objections raised by the Department of State have prevailed.
In the ranking of diplomatic personnel in an Embassy, the Ambassador and

the Deputy Chief of Mission occupy the two top positions. In most large
Embassies, officers with the title of Minister are in charge of the larger sec-
tions of the Embassy such as Economic Affairs and Political Affairs. Next in
line, in terms of diplomatic rank, are Counselors and finally Attaches. In U.S.
Embassies there has been a sharp increase in the use of Counselor titles
since the mid-fifties but this title has not been available to USDA represen-
tatives. While Agricultural Attaches were in the Department of State—from
1939 until 1954—a few of the top representatives in our larger Embassies
were given the title of Agricultural Counselor but this practice was discon-
tinued when Congress transferred the Service back to USDA in 1954.
The fact that USDA representatives in our larger Embassies can not rise

above the rank of Attaches does create problems. In each of our Embassies a
group of higher ranking Embassy Officers is selected to meet with the Am-
bassador on a regular basis. This group is usually referred to as the Country
Team or sometimes as the Executive Staff. When this selection is based on
rank such as Counselor and above, as sometimes happens, the Attache is not
privileged to participate in top level discussion of problems and policies in the
host country, some of which may be of particular interest to Agriculture.
In most foreign countries much More significance is attached to titles than

is true, for example, here in Washington. In some instances this has created
problems for Attaches in gaining access to key foreign government officials,
especially top officials outside of the Agricultural Ministry. The relatively
low rank of U.S. agricultural representatives compared with top officers in
other sections of the U.S. Embassy gives the appearance that we assign a lower
priority to Agriculture than to other economic and commercial activities per-
formed by the Embassy. Officials in host country ministries have been known
to express great curiosity that the largest exporter of farm products in the
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world does not make the rank of Counselors available to any of its agricul-
tural representatives.
The point is that another producing nation, competing with us for a market,

will more than likely be represented by a Counselor, and may therefore have
an advantage in reaching key purchasing officials.

It can easily be demonstrated that many other countries do use Counselor
tiles for their senior agricultural representatives in important countries. For
example, in Washington, D.C., the November 1977 Diplomatic List shows that
16 of the senior agricultural representatives carry the title of Counselor
and seven carry the title of Attache. This does not, of course, include all
officers in the Washington Embassies assigned to agricultural duties. Many of
the Embassies do not list a functional title for all of their personnel, listing
them only as Counselors, Secretaries or Attaches.
In the decades ahead, the race between world population growth and world

food production will continue, perhaps at a diminished rate. Food no doubt
will play a more important role in World affairs in future decades than has
been true in the past. The United States has the capability of increasing sub-
stantially its agricultural output and should continue to be the world's largest
exporter of agricultural commodities. We should take such steps now as
are necessary to better cope with this challenge and this opportunity. Upgrad-
ing the titles of senior USDA dverseas personnel would be a constructive move
in that direction.

STATEMENT OF E. CLINTON STOKES, DIRECTOR, FO0i) AND AGRICULTURE,
CHAMBER OF COMMERCE OF THE -UNITED STATES

it appreciate the opportunity to express the National Chamber's support for
S. 2504, S. 2385, S. 2968 and, with the exception of one provision, S. 2405—
bills which would expand exports of U.S. agricultural products. The National
Chamber is the largest business federation in this country. Its membership
consists of more than 69,000 businesses, 2,600 Chambers of Commerce in the
United States and abroad, and 1,200 trade and professional associations.
The National Chamber shares with Congress and the Administration con-

cern over the problem of inadequate net farm income. Higher production
costs, low prices for a number of commodities, and a decline in the volume of
agricultural exports all have contributed to this problem. Recent legislative
efforts have focused on measures to further reduce production and raise the
level of support loans and target price deficiency payments to achieve more
acceptable levels of farm income. The emergency farm credit legislation, cur-
rently being considered in Congress, will provide needed temporary relief for
producers who are suffering from a serious cash flow problem. But, neither of
these approaches focus on measures to increase the demand for farm products.
The Chamber believe that the greatest potential for improving farm income

is through expansion of agricultural exports. The United States Department
of Agriculture reports that the U.S. share of the export market for soybeans,
wheat and cotton has declined in recent years. This need not be the case. With
greater emphasis on market development and increased efficiency in the pro-
duction and marketing of American products, the U.S. has the opportunity
to retain its comparative advantage in world markets and increase exports
for these and many other agricultural products. An expanded Market demand
will also lead to improved farm income.
The legislation being considered before this committee provides the neces-

sary enabling authority to accomplish the desired export market potential.
S. 2504 would authorize the Commodity Credit Corporation (MC) to finance
beyond the present three-year limit exporters who will extend deferred pay-
ments where their sales to foreign buyers would be in execss of the level of
exports without the credit assistance. The interest rates would be high enough
to result in no cost to the government.

S. 2405 would extend CCC credit for five to ten years on commodity stocks
from private sources or owned by CCC to promote additional sales in excess of
expected exports for cash. The authority would be applicable to the sale and

1 The senior agricultural representatives IA Washington who have the title of Coun-
selor are from the following countries: Argentina, Australia, Belgiulm, Eulgaria, Den-
mark, Egypt, Federal Republic of Germany, Iran, Japan, Netherlands, Pakistan, South
Africa, Sweden, Turkey, USSR, and Venezuela.

28-747 78 13
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export of livestock for breeding purposes and for marketing, storage, handling
and distribution facilities as well as for commodities. These items would helpencourage future markets for U.S. products. It would also finance oceanfreight charges on the credit sales to the extent that such charges are higher(than would otherwise be the case) by reason of a requirement that the com-
modities be transported in United States flag vessels, as authorized underPublic Law 664.

S. 2385 would extend CCC credit on private stocks for three to ten yearsand would make the same credit terms available to nonmarket economy coun-tries. It would exempt intermediate term credit from subsidizing transporta-tion costs on U.S. flag vessels as authorized under Public Law 664.
S. 2968 would: (1) also authorize CCC credit on sales from private stockfor three to ten years to countries currently eligible for credit sales up tothree years, but exempt the credit program from the provisions of Public Law664; (2) authorize the establishment of up to 25 overseas agricultural tradeoffices; (3) upgrade certain positions of U.S. diplomatic missions from theircurrent rank of agricultural attache to agricultural counselors; and (4) estab-lish a new position of Under Secretary of Agriculture in the U.S. Departmentof Agriculture.
The National Chamber supports those provisions which would authorize theextension up to ten years of CCC credit financing for additional commoditysales and for market development facilities in all countries on a nondiscrimi-natory basis. Of course, we do not favor the indiscriminate use of creditsales. Such sales should be limited to the development of additional exports,which would not otherwise be made without such credit. We think this canbe done without contributing to an international credit war. We understandthat our major agricultural competitiors, such as Canada and Australia,already have such authority.
It should also be emphasized that an important purpose of the intermediateterm credit sales would be the use of government credit for marketing, proc-essing, storage and handling facilities. Many countries have expressed a needfor longer term credit for such market development projects. The developmentof these facilities would enable other countries to maintain larger grain re-serves, thus reducing U.S. grain storage costs, and would increase consumption,thus expanding export opportunities for U.S. products.
Finally, the intermediate term CCC credit (three to ten years) programwould provide a transition from long term concessionary sales under Public Law480 financing to commercial sales for cash dollars.
The extension of credit financing to communist countries, which is currentlydenied under Title IV of the Trade Act of 1974, would enable them to increaseimports from this country in excess of the amount they purchased for cash. Ex-cept for countries excluded under the Trading With The Enemy Act, the UnitedStates should abide by the most-favored nation principle as advocated under thearticles of GATT. Our experience with exports to Poland has been substantial.Provisions of authority for similar terms with Hungary are reportedly in proc-ess. Additional export expansion may be expected if the credit terms are madeavailable to Eastern European nonmarket countries. Failure to take advantageof such opportunities will mean the loss of these and other potential markets tocompeting nations, leaving the U.S. as a residual supplier.
The National Chamber is opposed, however. to Section 6 of S. 2405, which

would require CCC to subsidize the shipping charges on U.S. flag vessels to theextent that they are higher than competitive rates as authorized in Public Law664. This subsidy payment was authorized under Public Law 664 to accommodatea Public Law 480 requirement that at least 50% of all commodities sold undergovernment financing to friendly countries must be shipped on U.S. flag vessels.This transportation subsidy should not be extended to CCC intermediate creditsales, which are not intended to provide special concessions to selected countries.
Therefore, such sales should be financed on a self-sustaining commercial basiswithout additional costs to the Federal Government. We are opposed to broaden-ing the application of the Cargo Preference laws which serve as disincentives toincreasing the competitive efficiency of the U.S. maritime industry. The Chambersupports the exemption to Public Law 664 as provided in S. 2385 and S. 2698.
The greatest potential for expanding U.S. agricultural exports probably lieswithin the area of merchandising and salesmanship. S. 2968 will strengthen the

trade promotion capabilities of the U.S. Department of Agriculture. The Nation-
al Chamber endorses the authority to establish trade offices in other countries,
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similar to the one recently opened in London. An adequately staffed trade pro-
motion office could provide much needed information for both our potential
customers and U.S. suppliers to identify sales opportunities, host sales promotion
meetings, and offer numerous facilities and services needed by both exporters
and importers. Many of our competitors provide much more assistance and in-
formation for their agricultural clients than do the existing offices, some of
which are operated on a part-time basis at the U.S. embassies.
Another provision of S. 2968 would upgrade the position of many of our

agricultural "attaches" to "counselors." Experience has shown that the rank of
attache is too low to permit this representative access to many important trade
meetings—both within the U.S. embassy and in conference with foreign repre-
sentatives. The title of counselor commands a position of authority and respect
from the host government, particularly in areas of trade policy problems. If the
senior agricultural representative is to function with maximum effectiveness in
promoting agricultural exports, his status in the U.S. embassy and with the host
country should reflect the importance of his position.
The National Chamber has no position on the provision to elevate the position

of Assistant Secretary for International Affairs and Commodity Programs to
the status of Under Secretary, except to urge that the administration of interna-
tional programs and domestic commodity programs continue to be coordinated
under one official.
In summary, the Chamber supports:
1. Authority for CCC to finance deferred payments as provided in S. 2504;
2. Authority to extend intermediate term credit to finance the export of addi-

tional commodities and marketing facilities as provided in S. 2405, S. 2385 and
S. 2968, with the exemption from the provision of Public Law 664 as provided in
S. 2405 and S. 2385;
3. Authority to extend credit terms to nonmarket countries on a nondiscrimina-

tory basis, as provided in S. 2385; and
4. Authority to (a) upgrade agricultural attaches to the rank of counselors in

key market areas and (b) establish up to 25 agricultural trade offices to promote
the sale of U.S. agricultural products and services.
The Chamber opposes Section 6 of S.2405, which excludes the exemption of

the Cargo Preference application to concessional sales.
The National Chamber commends the sponsors of these bills and urges this

Subcommittee to recommend favorably to the Full Committee the desirable
features as outlined above. Such legislation will provide the needed authority for
the Administration, in cooperation with industry, to promote aggressively in-
creased exports of U.S. agricultural commodities and establish market develop-
ment facilities throughout the world. It will:

1. Improve farm income in the near and distant future;
2. Decrease dependence on U.S. government subsidies to limit agricultural pro-

duction and support farm income;
3. Increase international trade with an expanding number of countries;
4. Result in greater awareness of the nondiscriminatory intent of U.S. foreign

economic policy;
5. Increase dependence on U.S. producers and agribusiness as reliable suppliers

of agricultural products and services;
6. Increase world food security; and
7. Improve the U.S. balance of payments position.

SEALD-SWEET GROWERS, INC.,
April 25, 1978.

I appreciate the opportunity to comment on proposed legislation to expand
U.S. agricultural exports.
The specific legislative proposals set forth in the material you sent me do

not address what we consider to be our primary problem areas for export
expansion. We do, however, believe there is merit in the concepts contained in
the proposals.
We would agree with the upgrading of the agricultural attache in foreign

countries so as to place him in a stronger position to treat with the foreign
government on trade matters. We also agree that the Assistant Secretary of
Agriculture for international affairs should be upgraded to the rank of Under
Secretary. We are not sure of the necessity for the establishment of separate
trade offices.
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The Commodity Credit Act amendments do not have immediate application to
our current activities, but as we attempt to find new ways to expand our
export program we can See that there could be possibilities where this type
financial assistance might be very helpful.
Our major problem in eXpanding exports of Florida citrus has to do with

trade barriers imposed by foreign governments on our products. The five major
Florida citrus organizations put together a position paper on the subject in
March of 1977. a copy of which iS enclosed.
We presently participate with the Foreign Agricultural Service market de-

velopment programs as a cooperator under the t xport Incentive Program in
Japan, and also through the Florida Department of Citrus 3-Party Program
in Europe Where they are the cooperator and we are but one of the eXporter
participants. Roth of these PAS programs are very helpful to us. Further ex-
pansion of this type market development aid Would be Of substantial as-
sistance to US. More liberalized guidelines for each of the programs would also
be helpfUl.
Another area of U.S. government assiStance that could be of great benefit

is the establishment of a U.S.D.A. laboratory in japan similar to the one
now hi. Rotterdam. Technical assistance of the type available from a facility
such as this can be of great help to our export prbgram.

Again, many thanks for giving as an opportunity to share our views With
you. I understand that Tom Osborne of Florida Citrus Mutual will be in
Washington this week to discuss these matters With you and others. He has
an excellent background On this subject and I am sure will do a fine job in
presenting the Florida citrus industry position.

Rest rggards,
MAavuir A. MCNAIR,

Administrative A.18i8t ant.

THE FLORIDA CITRUS INDUSTRY POSIT/ON PAPER RELATING TO CITRUS TRADE
BARRIERS IN INTERNATIONAL MARKETS

INTRODUCTION

This document represents a summary of the Florida citrus industry posi-
tion relating to citrus trade barriers In international markets. Included in the
paper is a description of the Florida citrus industry trade barriers con-
fronted by the V.S. Industry in various areas of the world, subsidies and
assistance provided to foreign citrus producers by their government and the
15.3. government and U.S. citrus trade barriers.

TFtE FIORIDA CITRUS IIMISTRY

The United States is the world's largest producer of citrus, producing ap-
proximately 30% of the world's oranges and approximately 70% of the world's
grapefruit. Of this, Florida is the Major contributor, producing approximately,
75% of the total U.S. citrus. Thus, Florida alone is responsible for approxi-
mately 22% of the world's production of oranges, 60% of the world's produc-
tion of grapefruit and 25% of the world's total production of citrus.

Florida provides practically all of the froZen concentrated and chilled
orange and grapefruit juices produced in the United States.
With normal crops, prices for Florida citrus have remained at reasonable

levels. The Market Research Corporation of America indicates that retail
prices Of FOOS to the U.& consumer did not increase at all during the
three seasons of 1972 through 1974, increased only 6% during the 1975 season
and increased only 3% during 1976. Thus, during the past five-year period,
which was a period of extremely high inflation of all other food products,
FCOJ increased at an average rate of only 2% a year, even though the in-
dustry's operating costs (production, harvesting, processing) increased ap-
proximately 10% a year. The obvious result has been a decrease in average
industry returns during recent seasons.

TRADE BARRIERS CONFRONTED

European Economic Community
(1) The European Economic Community (EEC) grants preferential duty

reductions on fresh citrus and citrus juices to various Mediterranean coun--
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tries that nullify tariff bindings to the United States and are also contrary
to the principles of the General Agreement on Tariffs and Trade (GATT). For
example, the current import duties for citrus juices entering the EEC for which
Florida pays the full amount, are:
(a) 19% ad-valorem on orange juices
(b) 15% ad-valorem on grapefruit juices.
The EEC, however, has granted a 70% preferential duty reduction on the

above rates to Israel, Tunisia, Morocco and Algeria. The import duties
on fresh citrus entering the EEC are:
(a) oranges 4-16-20% ad-valorem with 16% and 20% applying during Flor-

ida's shipping season.
(b) grapefruit 4% ad-valorem year around.
however, the EEC has granted preferential duty reductions to at least 11

other citrus producing countries on oranges, tangerines, lemons and grape-
fruit, ranging from a low of 40% to as high as 100%.
(2) The EEC has also adopted a procedure which states that if the market

for certain processed fruits and vegetables, including orange and grapefruit
juices, "experiences or is threatened with serious disturbances," authoriza-
tion is given for (a) the total or partial suspension of imports, and (b) the
establishment of minimum import prices.
These illegal tariff preferences and EEC regulations authorizing minimum

import prices and restrictions should be removed, and concessions should not
be made for their removal, since the U.S. has already paid for the level of the
common external tariff of the European Community.
The Tariff preferences will, in time, encourage increased Mediterranean

production and the EEC regulations will tend to divert the increased world
supplies towards the only remaining major world markets which permit un-
restricted imports—Scandanavia, Canada and the United States.
(3) Various EEC countries also impose a value-added tax on citrus juices

that is much higher than on other food products. Also, because this tax is
on an ad-valorem basis, it discriminates against the higher priced, but higher
quality Florida citrus products. The other two major factors which contribute
to the higher prices for Florida product are the preferential duty reductions
which were previously mentioned, and government subsidies granted to other
citrus industries, some of which are also receiving the preferential duty re-
ductions. Specifically, value-added taxes are imposed by a number of coun-
tries in varying amounts. Examples are as follows:

(In percent]

Country Orange juice Other food

Belgium , 14.0 6.0
France 17.6 7.5
United Kingdom 8.0 0
Netherlands 18.0 4.0
Austria 17.0 8.0
Germany 11.0 4.5

Since European consumers are increasingly recognizing that citrus juices are
foods rather than refreshment drinks, the governments should be urged to
remove the discriminatory aspects of these taxes.

Japan
(1) Japan is the only major nation that does not accept tolerances for

fungicides such as OPP and TBZ, which have been approved by the World
Health Organization and FAO of the United Nations. (Experiments are cur-
rently under way which may lead to acceptance of these fungicides by Japan).
Efforts to persuade the Japanese to accept OPP and TBZ should be continued
and increased.
(2) Import quotas on citrus juices are of such small volume that for all

practical purposes, they represent a virtual embargo. Such quotas exist even
though Japanese business men acknowledge that juice from Japan's mandarin
oranges must be blended with juice from other areas, such as the 1.1,S., to
provide the consumer a desirable product.
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(3) Import quotas are maintained on fresh oranges even though Japan
produces essentially no oranges of the type restricted and has no oranges of
any type available for six months of the year.
These quotas are illegal under GATT, so there is no reason for the U.S. to

compensate the Japanese for their removal.
(4) Japan also maintains an import duty on fresh grapefruit which varies

from 20% to 40% ad-valorem (the 40% applies during the Florida shipping sea-
son) , even though Japan produces no grapefruit.
The U.S. should seek to negotiate a Japanese import duty of 20 percent ad-

valorem for the entire year. The current duty structure provides an unreason-
able hardship to U.S. gulf coast grapefruit exporters.

SUBSIDIES AND ASSISTANCE TO FOREIGN PRODUCERS

(1) Governments of many other citrus-producing countries subsidize produc-
tion and/or marketing activities for their citrus industries. For example, Brazil—
the world's largest exporter of processed orange products—provides various
fiscal credits which permit individuals or corporations to eliminate portions of
their income tax, provided they participate in various industrial and agricultur-
al projects, one of which is planting additional citrus groves. Also, citrus ex-
ports from Brazil benefit from fiscal incentives which include exemptions from
corporate income taxes on export profits, manufacturing taxes, and the state
value-added taxes.

Israel, one of the world's largest exporters of orange and grapefruit products,
provides exporters with government incentives for product exported, loans at
preferred terms and tax concessions. Even the EEC authorizes Italy to sub-
sidize shipments to markets within the EEC and also exports to other countries.
(2) The U.S. has contributed many dollars and much technical knowledge to-

wards increasing citrus production in other countries and developing interna-
tional markets which are shared by other citrus producing areas. The
International Bank for Reconstruction and Development, a branch of the World
Bank, recently announced loans of $55 million to Egypt and $40 million to Tur-
key to increase production of their fruits and vegetables, most of which will be
devoted to citrus. In addition, various public institutions and private firms have
provided production and processing technology to various foreign countries.
The Florida citrus industry questions whether it is appropriate for Congress

to provide U.S. tax dollars to the International Bank for Reconstruction and
Development for the purpose of encouraging citrus production in other parts of
the world.

U.S. CITRUS TRADE BARRIERS

(1) The U.S. imports fresh oranges from Mexico and Israel, with minor quan-
tities from Japan and elsewhere. Small quantities of fresh grapefruit are im-
ported from Mexico and other sources. Significant quantities of frozen concen-
trated orange juice are imported, mostly from Brazil and Mexico.
There are no restrictions to imports into the U.S. although the fruit must meet

plant protection measures and also minimum standards of quality and maturity
imposed on domestic shipments of Florida fruit.
(2) U.S. import duties are specific rather than ad-valorem. They are 35¢ per

equivalent single-strength gallon for FC03., 1¢ per pound for fresh oranges and
from .8 to 1.30 per pound for fresh grapefruit, depending on the month of the
years.
(3) The import duties on fresh citrus fruit and also single-strength citrus

juices are low, ranging from the equivalent of 5 to 11 percent ad-valorem in
1975. True, some non-citrus producers such as Canada and Sweden import fresh
citrus duty-free, but the EEC (20 percent ad-valorem during Italy's shipping
season for oranges), Japan (40 percent for oranges and grapefruit during the
winter season), Mexico (about 300 percent) and Israel (about 30 percent ad-
valorem), all have much higher duties. Besides, some of these countries may
limit imports through non-tariff barriers. With world citrus production increas-
ing, the international trade will become even more competitive in the years
ahead. And with the major markets of the EEC and Japan capable of effectively
limiting imports, there will be greater pressures to ship fresh citrus to the U.S.
and Canadian markets.
The U.S. import duties on fresh citrus are now unfairly low in relation to

those of other citrus supplying countries. They should not be changed from pres-
ent levels.
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(4) The import duty on frozen concentrated orange juice appears relativelyhigh—about 100 percent equivalent ad-valorem in 1975. Even so, the importduties of the U.S. major supplying countries, Brazil (185 percent ad-valorem)and Mexico (equivalent to about 130 percenttad-valurem) were higher.
The current U.S. import duty on FCOJ is necessary to prevent imports fromseriously undermining the producer price structure for oranges in Florida. Ifthe current U.S. import duty were to be reduced to the level authorized under theTrade Act of 1974, Brazilian FCOJ could be imported at prices below the equiva-lent Florida producer price level in the 1974-75 season.
Brazil is the world's largest (and cheapest) exporter of FCOJ. Its exports aresubsidized. Its production is growing. The restrictive import systems of the EEC

and Japan will tend to divert a larger share of Brazil's exports to the U.S. andCanada in future years. Maintenance of the current U.S. import duty is essentialto assure stability and growth to the Florida producing industry.
Also, as previously discussed in this paper, the U.S. industry has not used the

tariff to set unrealistically high prices to the U.S. consumer.

CONCLUSIONS

The Florida citrus industry does not expect its government to match the sub-
sidies granted by other citrus producing countries, nor does Florida expect the
U.S. government to develop for it additional trade restrictions. The Florida
citrus industry does, however, expect recognition by U.S. Government officials
that:
(1) Tariff barriers do exist in non-citrus producing countries that are contrary

to the provisions of GATT.
(2) Various EEC countries, in addition to illegal trade barriers, impose value-

added taxes on citrus juices that are much higher than on other food products.
In our opinion, orange juice, either in fresh or processed form, is a basic food
item and should not be taxed at any higher level than other basic food items.
(3) The U.S. citrus industry has contributed money and knowledge to help

develop production and markets for other citrus producing countries.
(4) The combination of preferential treatment granted certain citrus produc-

ing countries by the EEC, the value-added taxes confronted in various EEC
countries, the import quotas maintained by Japan for citrus products they do
not produce, the exporting of knowledge and dollars to other citrus producing
areas by the U.S. citrus industry, and the competition with industries which are
backed by their respective governments is an undesirable combination of circum-
stances to confront and the Florida citrus industry requests that the U.S. gov-
ernment should attempt to rectify these items which are contrary to the provi-
sions of GATT, but should not feel inclined to trade away the current U.S.
import duties on citrus.

STATEMENT OF ROBERT WAGER, PRESIDENT, AMERICAN BAKERS ASSOCIATION

Mr. Chairman and members of the Subcommittee, my name is Robert Wager,
President of the American Bakers Association. I appreciate this opportunity to
present our views on S. 2968, the Agricultural Export Expansion Act of 1978.
This bill would authorize the establishment of up to 25 agricultural trade mis-

sions, establish a new medium term commercial credit program for financing
exports, create a new Under Secretary of Agriculture for International Affairs
and upgrade the position of U.S. Agricultural attaches in our embassies. On both
economic and humanitarian grounds we support this legislation and urge its
speedy enactment. It is part of the American tradition to help those who are less
fortunate than we, and our agricultural exports help build up our balance of
trade.
We all know there are many places throughout the world where hunger and

malnutrition could be alleviated by American food. Providing this food to those
who need it is in our own interest as well as that of the recipients. In 1977, our
agricultural exports totaled more than $24 billion. We have a large surplus in
our agricultural trade. Every additional dollar's worth of commodities we export
helps us pay for the foreign oil which our economy must have.
To complement these efforts to expand exports, the Committee should require

commodity exporters to provide more accurate, timely information to the gov-
ernment and the public on export sales. Such information would help farmers
to increase their profits, assist government in developing future export policy
and enable business to plan its activities on a more rational basis.
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The amendment to Section 812 in the 1977 Farm Bill, Section 1005 of PL 95-
113, did not expand the amount of information reported by the exporters. It
simply provided that when the Secretary requires daily reports on export sales,
such reports should be compiled and released daily.
Over the past few years the General Accounting Office has made an extensive

review of the export sales reporting program. In an interim report to the Senate
Agriculture Committee 18 months ago, the GAO testified that the export sales
reporting system "falls short of providing timely, accurate, reliable and complete
agricultural export data." In particular, GAO found that during 1974 and 1975,
"the data provided on export contracts appeared to foster considerable uncer-
tainty over actual export levels, rather than to provide the element of certainty
for which it had been created." We know now that during these years the USDA
procedure exaggerated the amount of grain actually exported.
The GAO completed its study and reaffirmed these conclusions in a well-

documented two volume report entitled "Issues Surrounding the Management of
Agricultural Exports," May 2, 1977. Chapter four of the report provides a
lengthy and detailed history and evaluation of the export sales reporting pro-
gram. We will not repeat the major findings and conclusions here. They are well
set forth in the report. We commend them to the Subcommittee and hope the
members and staff will give them close study.
Experience since the export sales reporting requirements were adopted in

1973 has shown that the system tends to overreport sales in times of shortage,
and underreport them in times of surplus. This is due, in part. to the way the
law was written. It did not include sales by the foreign subsidiaries, affiliates
and agents of the American exporter, it required an actual contract for sale,
when in fact most transactions are made by oral commitment and the allow-
ance for an "unknown destination" added further uncertainty. Finally, the
optional origin category established by the regulations has not proven to be
an accurate indication of the grain to be shipped from the United States.
This amendment is intended to remedy those defects. It provides a definition

of "exporter" which includes the controlled foreign subsidiary, affiliate or
agent and requires that any relationship between the buyer and the seller
be reported. It is well within the Constitutional power of Congress to require
reporting of such information by these entities. The accompanying memorandum
of law makes this clear.
The amendment also provides that export "commitments" must be reported.

Third, it requires the disclosure of any intermediate and ultimate destination
of the commodity. And fourth, it provides that unless another country is re-
ported as the origin of the shipment, the sale must be reported as one which
may be met by exports from this country. This will make the optional origin
category a more accurate gauge of potential shipments from the United States.
The amendment revises the penalties for violating the law. It deletes the

prison term and adds instead, denial of grain inspection services for up to
one year, as determined by the Secretary of Agriculture. This seems a more
appropriate penalty.
Mr. Chairman, this is a finely honed, well balanced amendment. It does

only what is necessary to assure that export sales information will be reported
to the USDA and the American people on a timely and accurate basis. It will
not be unduly burdensome to the exporters, since they already possess all of
this information, and it will not interfere with the export of any agricultural
commodity. There will be no reduction in our vital agricultural exports as a
result of this amendment.

Subsequent developments to the GAO Report have reaffirmed the need for
changes in the export reporting system. During the fall of 1977, it was common
knowledge in the grain trade that the Soviet Union had purchased far more
grain from American sources than the reporting system was showing. Here,
the USDA procedure was clearly underreporting the amount of grain actually
sold to the Russians.
As a result of all this, the export reporting system is in greater disrepute

today than ever before, If it is to provide more information than misinforma-
tion in the years ahead, Congress must act.
Mr. Chairman, when the export reporting system fails to function effectively,

everyone loses, but the speculator, who seeks to exploit the market. The
farmer loses because he is misled about the hest time to sell his crops, so as
to maximize his return. We all know this has hurt the farmer in recent years.
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The businessman loses because the market is misled about the demand and
supply situation, and hence he cannot efficiently plan his commodity purchases.
The government loses because it cannot properly develop and execute export
policy and the consumer loses because the resulting uncertainty in the market
tends to generate higher prices than are necessary.
We believe the adoption of our amendment Will benefit the farmer, the

businessman, the government and the consumer. The only loser will be the
speculator.
A copy of our proposed amendment is attached with a memorandum of law

from our attorneys. We hope it will be included as an amendment to this bill
at the time it is reported to the full committee.

PROPOSED AMENDMENT TO THE 1977 HOUSE FARM BILL AMENDING SrerioN 812
OF THE AGRICULTURAL ACT OF 1970, AS ADDED BY THE AGRICULTURE AND CONSUMER

PnobacTioN ACT or 1973 (PL. 93-86)

Section 812 of the Agricultural Act of 1970, as added by Pub. L. No. 93-86,
is amended to read as follows:

"EXPORT SALES REPORTING"

"Sec. 812. All exporters of wheat and wheat flour, feed grains, oil seeds,
cotton and prodnets thereof, and other commodities the Secretary may desig-
nate shall report to the .Secretary of Agriculture, on a weekly basis, the follow-
ing information regarding any commitment, entered into or modified in any
manner during the reporting period, which may result in the export sale of
any such commodity produced in the United States: (a) type, class, and
quantity of the commodity which may be exported from the United States, (b)
the marketing year of shipment, (c) intermediate and ultimate destinations,
if known, (d) the identity of the buyer, and the buyer's relationship, if any,
to the exporter. Any commitment which does not identify a country other than
the United States as the source of the commodity to be sold may result in the
export of such commodity from the United States and must be reported. In-
dividual .reports shall remain confidential but shall be compiled by the Secre-
tary and published in compilation form each week following the week of
reporting. All exporters of agricultural commodities produced in the United
States shall upon request of the Secretary of Agriculture immediately report
to the Secretary any information with respect to export sales of agricultural
commodities and at such times as he may request, When the Secretary requires
that such information be reported by exporters on a daily basis, the informa-
tion compiled from individual reports shall be made available to the public
daily. Any person who knowingly fails to report export sales pursuant to
the requirements of this section shall be fined not more than $25,000 or, in
the case of persons making export sales of commodities which are required
to be inspected pursuant to the provisions of the United States Grain Stand-
ards Act of 1076 (PL. 94-582), as amended by the Food and Agriculture Act
of 1977 (P.L. 93-113), shall be denied inspection services thereunder for such
periods as the Secretary may determine, not to exceed one year, or both. The
Secretary may, with respect to any commodity or type or class thereof during
any period in which he determines that there is a domestic supply of such
commodity substantially in excess of the quantity needed to meet domestic
requirements, and that total supplies of such commodity in the exporting coun-
tries are estimated to be in surplus, and that anticipated exports will not
result in excessive drain on domestic supplies, and that to require the reports
to be made will unduly hamper export sales, provide for such reports by ex-
porters and publishing of such data to be on a monthly basis rather than on
a weekly basis. AS used in this Section: (1) the term "exporter" means any
United States person who, as part of his normal business or otherwise, enters
into any commitment for the export sale of an agricultural commodity; (2)
the term "perSon" includes any individual, partnership, corporation, or other
form of association; (3) the term "United States person" means any United
States resident or national, any domestic concern (including any permanent
domestic establishment of any foreign concern), any foreign subsidiary or
affiliate (including any permanent foreign establishment) of any domestic
concern which is controlled by, controlling, or under common control with
such domestic concern, and any foreign agent of any such domestic concern
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in a transaction for the export sale of an agricultural commodity; and (4)
the term "control" (including the terms "controlling," "controlled by" and
"under common control with") means the possession, directly or indirectly,
the power to direct or cause the direction of the management and policies of
a person, whether through the ownership of voting securities, by contract, or
otherwise. It shall be the responsibility of a domestic concern to ensure that
the reports required of its foreign subsidiaries, affiliates and agents are filed.
The Secretary of Agriculture is authorized to issue such rules and regulations
as may be necessary to implement this section."

PROPOSED AMENDMENT TO THE 1977 HOUSE FARM BILL AMENDING SECTION
812 OF THE AGRICULTURAL ACT OF 1970, AS ADDED BY THE AGRICULTURE
AND CONSUMER PROTECTION ACT OF 1973 (P.L. 93-86)

Section 812 of the Agricultural Act of 1970, as added by Pub. L. No. 93-86,
is amended to read as follows (all additions to the existing statute are emphasized
and all deletions crossed through) :

"EXPORT SALES REPORTING"

"Sec. 812. All exporters of wheat and wheat flour, feed grains, oil seeds, cotton
and products thereof, and other commodities the Secretary may designate
pfeelktee-04 i the United Stfttee shall report to the Secretary of Agriculture, on a
weekly basis, the following information regarding any eentfitet fel. export &ales
commitment, entered into or oub3equently modified in any manner during the
reporting period, which may result in the export sale of any such commodity pro-
duced in the United States: (a) type, class, and quantity of the commodity settglit
te which may be exported from the United States, (b) the marketing year of ship-
ment, (c) intermediate and ultimate destinations, if known, (d) the identity of the
buyer, and the buyer's relationship, if any, to the exporter. Any commitment which
does not identify a country other than the United States as the source of the commodity
to be sold may result in the export of such commodity from the United States and
must be reported. Individual reports shall remain confidential but shall be compiled
by the Secretary and published in compilation form each week following the
week of reporting. All exporters of agricultural commodities produced in the
-United States shall upon request of the Secretary of Agriculture immediately
report to the Secretary any information with respect to export sales of agricul-
tural commodities and at such times as he may request. When the Secretary
requires that such information be reported by exporters on a daily basis, the
information compiled from individual reports shall be made available to the
public daily. Any person (ef eefpetifttiett) who knowingly fails to report export
sales pursuant to the requirements of this section shall be fined not more than
$25,000 or ifeer-ieepied tiet ffiefe thati etre yeap, in the case of persons making
export sales of commodities which are required to be inspected pursuant to the pro-
visions of the United States Grain Standards Act of 1976 (P.L. 94-582), as amended
by the Food and Agricultural Act of 1977 (P.L. 93-113), shall be denied inspection
services thereunder for such periods as the Secretary may determine, not to exceed
one year, or both. The Secretary may, with respect to any commodity or type or
class thereof during any period in which he determines that there is a domestic
supply of such commodity substantially in excess of the quantity needed to meet
domestic requirements, and that total supplies of such commodity in the export-
ing countries are estimated to be in surplus, and that anticipated exports will
not result in excessive drain on domestic supplies, and that to require the reports
to be made will unduly hamper export sales, provide for such reports by exporters
and publishing of such data to be on a monthly basis rather than on a weekly
basis. As used in this section: (1) the term "exporter" means any United States
person who, as part of his normal business or otherwise, enters into any commitment
for the export sale of an agricultural commodity; (2) the term "person" includes any
individual, partnership, corporation, or other form of association; (3) the term "United
States person" means any United States resident or national, any domestic concern
(including any permanent domestic establishment of any foreign concern), any
foreign subsidiary or affiliate (including any permanent foreign establishment) of
any domestic concern which is controlled by, controlling, or under common contr ol
with such domestic concern, and any foreign agent of any such domestic concern in a
transaction for the export sale of an agricultural commodity; and (4) the term "control"
(including the terms "controlling," "controlled by" and "under common control
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with") means the Possession, directly or indirectly, or the power to direct or cause the
direction of the management and policies of a person, whether through the ownership
of voting securities, by contract, or otherwise. It shall be the responsibility of a dornestic
concern to ensure that the reports required of its foreign subsidiaries, affiliates and
agents are filed. The Secretary of Agriculture is authorized to issue such rules and
regulations as may be necessary to implement this section."

MT. ROBERT J. WAGER,
President, American Bakers Association,
Washington, D.C.
DEAR MR. WAGER: You have asked us to examine whether Congress has the

power under the Constitution to require reports of commitments entered into by
foreign subsidiaries of United States firms for the sale of United States-produced
commodities. If Congress has that power, you would propose that it amend Sec-
tion 812 of the Agricultural Act of 1970 to require such reports in the future.
Based on our review of the relevant case law and of recent enactments by Con-
gress requiring reports of the activities of foreign-based United States sub-
sidiaries, we believe Congress has that power.

ARNOLD & PORTER,
Washington, D.C., March 13, 1978.

1. PURPOSE OF THE PROPOSED AMENDMENT

Section 812 was added to the Agricultural Act by the Agriculture and Con-
sumer Protection Act of 1973 (Pub. L. No. 93-86) . The primary purpose of that
section was to provide the Secretary of Agriculture, and the American public,
with accurate and timely information on commitments for the export of agricul-
tural commodities produced in the United States.

Prior to the enactment of this section in 1973, there was no mandatory re-
quirement that such commitments be reported to the Department of Agriculture.
The absence of a reporting requirement seriously handicapped the Department
of Agriculture and the public in determining and planning the availability and
price of essential commodities.

Section 812 was enacted in part in response to several large export commodity
sales in the early 1970s, such as the 1972 sale of grain to the Soviet Union. Those
sales demonstrated the need for an early warning system that would provide
the Department of Agriculture, and the public, with export sales information on
a timely basis and thus with the lead time necessary to determine and adequate-
ly plan the needs of our country. As the House Report stated:
"During past investigations by the committee into large export commodity

sales, such as the 1972 sale of grain to the Soviet Union, it was brought to the
committee's attention that the Department of Agriculture had no official knowl-
edge of the relative magnitude of the sale until private trading companies
handling the sale subsequently made application for export subsidy. With de-
valuation, climate, local weather patterns, and increased foreign and domestic
demand for protein having a significant effect on the domestic supply of com-
modities, to continue a situation where the Department of Agriculture—and the
public—are predicating their decisions on relative unknowns, is contradictory
to the public interest." H.R. Rep. No. 93-337, 93rd Cong., 1st Sess. 35 (1973).
We understand that it is your view, as well as the view of the General Ac-

counting Office, that the export sales reporting system established by section 812
has fallen "short of providing timely, accurate, reliable and complete agricul-
tural export data." [Statement of J. K. Fasick, Director, International Division
of the General Accounting Office. Before the Subcommittee on Foreign Agri-
cultural Policy and the Subcommittee on Agricultural Production, Marketing
Stabilization of Price of the Senate Committee on Agriculture and Forestry at
12 (June 24, 1976) ]. Most importantly, a number of United States exporters
have been able to avoid timely reporting of commitments for the sale of agri-
cultural commodities when the commitments are negotiated outside the United
States by their foreign subsidiares. These foreign subsidiaries do not report to
the Department of Agriculture, and the commitments for the export of United
States commodities negotiated by those subsidiaries become known only after
the commitments are formally transferred to the U.S.-based parent companies.
We note in this regard that the present law makes no exception for sales

commitments entered into by foreign-based subsidiaries or affiliates of United

•
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States firms. By its terms the Act applies to "all exporters" of agricultural com-modities "produced in the United States." A strong argument could therefore bemade that reports of sales negotiated by foreign-based subsidiaries or affiliates,or by other foreign-based agents, of United States firms are required under thepresent law. In the past, however, apparently with official blessing, commit-metns entered into by these foreign subsidiaries and affiliates and by other inter-mediaries have been regarded as exempt from the law.
You have asked us whether Congress has the power under the Constitution toclose the loophole in the present law by explicitly requiring reports of commit-ments entered into by foreign-based subsidiaries and affiliates for the sale ofagricultural commodities produced in this conntry. We believe Congress has thispower. We base that view on our review both of the relevant case law and ofseveral recent enactments by Congress requiring reports on the activities offoreign subsidiareis and affiliates of United States firms.

2. CONGRESS' POWER TO REGCLATE COMMERCE

Congress has plenary power under the Constitution "to regulate CommerceWith foreign Nations, and among the several States." (United States Constitu-tion, Article I, Section 8.) The courts have always given these words a broadinterpretation. As Chief Justice Marshall stated in Gibbons v. Ogden, 9 Wheat.1, 193-4 (1824) :
"It has, we believe, been universally admitted, that these words comprehendevery species of commercial intercourse between the United States arid foreignnations. No sort of trade can be carried on between this country and any other,to which this power does not extend."
The Chief Justice went on in that case to point out that the power to regu-late commerce with foreign nations certainly carried with it the power to regu-late conduct outside the United States:
"In regulating commerce with foreign nations, the power of Congress does notstop at the jurisdictional lines of the several States. It would be a very uselesspower, if it could not pass those lines," Id. at 195.
And in Welton v. Missouri, 91 U.S. 275, 280 (1875), the Supreme Court stated:"Commerce is a term of the largest import. It comprehends intercourse for thepurpose of trade in any and all its forms, including the transportation, purchase,sale and exchange of commodities between the citizens of our country and thecitizens or subjects of other countries, and between the citizens of differentstates. The power to regulate it embraces all the instruments by which suchcommerce may be conducted."
In reviewing Congress' power under the Commerce Clause, the courts havelong recognized that acts taken outside the United States may affect commercewithin the United States and, thus, be a proper subject of regulation. In sum-marizing a line of antitrust decisions interpreting the reach of the Sherman Act,the Court of Appeals for the Second Circuit described the broad power thatCongress possesses over foreign commerce:
"While Congress has no power to regulate commerce in [a foreign country},it does have power to regulate commerce 'with foreign Nations or among theseveral States.' This power is now generally interpreted to extend to all com-merce, even intrastate and entirely foreign commerce, which has a substantialeffect on commerce between the states or between the United States and foreigncountries." Vanity Fair Mills, Inc. v. T. Eaton Co., Ltd., 234 F.2d 633, 641 (2dCir. 1956).
The broad reach of Congressional power under the Commerce Clause is illus-

trated by Judge Learned Hand's decision in United States v. Aluminum Co. ofAmerica, 148 F.2d 416 (2d Cir. 1945). In that case Judge Hand confronted thequestion whether the United States antitrust laws applied to an agreementamong wholly foreign corporations made outside the United States which pur-
ported to operate only in foreign jurisdictions. Judge Hand found that agree-ment affected the foreign commerce of the United States and was thus properly
within the jurisdiction of the United States courts in an antitrust case. AsJudge Hand stated:
"[W]e are concerned only with whether Congress chose to attach liability tothe conduct outside the United States of persons not in allegiance to it. That

being so, the only question open is whether. . . our Constitution permitted it to
do so . . . [lit is settled law . . . that any state may impose liabilities, even



201

upon persons not within its allegiance, for conduct outside its boarders that hasconsequences within its borders. . ." Id. at 443.
Based OD those cases, the power of Congress to require reports of commit-ments entered into by foreign subsidiaries or affiliates of United States firms forthe sale of United States commodities appears clear. There can be little doubtthat commitments for the sale of United States commodities—wherever negoti-ated—have consequences within the borders of the United States and affectUnited States commerce.
Indeed, the precise purpose of the proposed amendment would be to enableCongress more effectively to regulate commerce in the United States. Obtainingtimely information on the foreign sales of United States commodities is criticalfor the government, and the public, to be able to plan the needs of the market inthis country. The purpose of the amendment, therefore, would be not to regu-late commerce in a foreign country, but to more effectively regulate commerce inthis country.
The proposed amendment would require reports only of commitments made forthe sale of commodities produced in the United States or which hold the poten-tial for being filled with United States-produced commodities. We believe thereis little doubt that Congress has the power under the Commerce Clause to re-quire such reports.

2. RECENT PRECEDENTS IN WHICH CONGRESS HAS REQUIRED REPORTS OF THE
ACTIVITIES OF FOREIGN SUBSIDIARIES AND AFFILIATES OF UNITED STATES FIRMS.

There are several recent precedents for requiring reports of the activities of
foreign-based subsidiaries and affiliates of domestic firms. We shall briefly re-
view two of those precedents here. Both involve the recent reaction by Congress
to international boycotts.'
A. The Export Administration Amendments of 1977
Congress amended the Export Administration Act last year to strengthen

United States opposition to internaitonal boycotts. (Pub. L. No. 95-52.) The
act now prohibits any United States person from complying with certain re-
quests made by boycotting nations. It also requires United States persons to
report to the Department of Commerce the requests they receive from boy-
cotting nations and the actions they take in response to those requests. Most
importantly, Congress defined the term "United States person" to include for-
eign subsidiaries and affiliates of United States firms, as well as United States
affiliates anti subsidiaries of foreign firms:
"the term 'United States person' means any United States resident or national
(other than an individual resident outside the United States and employed by
other than a United States person), any domestic concern (including any per-
manent domestic establishment of any foreign concern) and any foreign
subsidiary or affiliate (including any permanent foreign establishment) of any
domestic concern which is controlled in fact by such domestic concern, as de-
termined under regulations of the President." Export Administration Act of
1969, as amended, Section 11(2).
The Senate Committee on Banking, Housing, and Urban Affairs explained

the importance of this definition in preventing evasions of the purpose of
the Act:
"[The] new definition of U.S. persons for purposes of the Export Adminis-

tration Act removes any doubt that the law applies to all . . . export inter-
mediaries. . . . In the past, with official blessing, U.S. banks, shipping com-
panies, and other intermediaries have regarded themselves as exempt from
the law. As a result, the public has been deprived of essential information
regarding the workings of the boycott. The exemption of export intermediaries
from the requirements of the Act would leave a significant section of the

1 Although we deal in the text only with the two Congressional enactments directed atinternational boycotts, there are other recent precedents for requiring reports on the
activities of foreign affiliates or subsidiaries of domestic firms. For example, Pub. L.
94-435 amended to Clayton Act to require companies to file reports notifying the Anti
Trust Division of the Department of justice and the Federal Trade Commission of anycontemplated mergers or acquisitions. The act requires such notification to be filed with
respect to any acquisition by a U.S. company, or its foreign subsidiaries, of the stock
or assets of even foreign companies. See FTC's Proposed Final Rules Governing Pre-
Merger Notification Under Hart-Scott-Rodino Antitrust Improvements Act of 1976
§§ 801.1(e), 801.3 (February 16, 1978).
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economy free from U.S. antiboycott law." S. Rep. No. 95-104, 95th Cong., 1st
Sess., 26 (1977).2
The Committee went on to give examples of activities performed outside

the United States which affected United States commerce and were a proper
subject for regulation under the Act:
"By limiting the reach of the law to activities of U.S. persons in the inter-

state or foreign commerce of the United States, S. 69 would avoid unwarranted
intrusions into the affairs of foreign countries. . . . U.S. restrictions on [a
foreign subsidiary's] ability to trade or do business . . . would be deeply
resented, as were more recently ended U.S. efforts to prohibit Canadian sub-
sidiaries of U.S. firms from trading with Cuba.
"Such restrictions can be justified where U.S. commerce is involved, for

example where a U.S. company's Canadian subsidiary purchases goods or
services from the United States in connection with its . . . trade. There a
direct U.S. interest is involved." Id. at 26-27.
As the Committee pointed out, the Export Administration Amendments, by

requiring foreign subsidiaries not only to report information, but also to re-
frain from taking certain actions, did place direct restrictions on the ability
of the subsidiaries to conduct business in their home jurisdictions. In that
regard, the Export Administration Act went well beyond, and was far more
intrusive than, the type of amendment you are proposing to the Agricultural
Act. It could be strongly argued that, when only reporting is being required,
even a lesser nexus between the United States company and the foreign sub-
sidiary is required.

B. International Boycott Provisions of the Tax Reform Act of 1976.

The Tax Reform Act of 1976 dealt with international boycotts (Pub. L.
91 255, Title X, § 1064 (a) ). Section 999 of the Internal Revenue Code, which
contains the International Boycott Provisions of this act, imposes penalties
on taxpayers who comply with certain boycott requests. In addition, it requires
taxpayers to report their operations in or related to any boycotting nation,
and to report any boycott requests they receive as well as the actions they
take in response to those requests. Again, Congress required the activities of
foreign subsidiaries and affiliates to be reported.

Indeed, the Tax Reform Act went even further than the Export Administra-
tion Act in requiring reports.

First, the Tax Act requires taxpayers to report on the activities of foreign
corporations in which they are shareholders, even if they do not have effective
control over the activities of those corporations. Section 999(a) of the Code
requires a United States shareholder of a foreign corporation to report any
operation by the foreign corporation in or related to a boycotting country, and
any request received by the foreign corporation to participate in the boycott
as well as the action taken in response to that request. A shareholder, for
purposes of the act, is a person who owns ten percent or more of the voting
power of the foreign corporation.
As the Treasury Department has recently stated in its guidelines interpreting

the act:
"The reporting requirements applies even if the U.S. shareholder is a

minority shareholder and even if the foreign corporation is not a controlled
foreign corporation. . . ." Treasury Department Guidelines, A-2 (January,
1978).

Second, the act requires taxpayers to report on activities of certain
foreign corporations, even if they are not directly shareholders in those cor-
porations. Section 999(a) of the Code requires a taxpayer, if he is either a
member of a commonly controlled group of corporations or a shareholder of
a foreign corporation which is a member of a commonly controlled group of
corporations, to report the boycott-related operations and boycott requests
received by each member of that group. See Treasury Depatrment Guidelines,
A-13, A-18 (January, 1978).

2 In adOition to prohibiting activities by United States firms or their subsidiaries
directly, Congress added another provision to ensure against any evasion of the Act
by structuring transactions to take place technically outside the commerce of the
United States. In section 4(a) (6) of the act, Congress provided that: "This Act shall
apply to any transaction or activity undertaken by or through a United States or
other person, with intent to evade the provisions of this Act * * *." [emphasis added].
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Those reporting requirements certainly go beyond the requirements that
would be contained in the amendments you intend to propose to the Agricul-
tural Act of 1970.

4. CONCLUSION.

Based on the cases discussed above, and the recent precedents in which
Congress has required reports on the activities of foreign subsidiaries and
affiliates of United States firms, we believe that no serious question can be
raised with respect to Congress' power to amend the Agricultural Act of 1970
to require reports of the commitments made by foreign subsidiaries and
affiliates of United States firms for the sale of commodities produced in the
United States.

Very truly yours,

Senator RICHARD B. STONE,
Chairman, Foreign Agriculture Policy Subcommittee,
Washington, D.C.
DEAR SENATOR STONE: We have been advised of the hearing before your sub-

committee dealing with various aspects of agricultural exports, and would like
to comment thereon.
One of the most serious barriers to foreign trade are the non-tariff barriers

that various countries impose on us. These cover a very wide range of activities
and are spelled out in position paper that the Florida Citrus Industry co-
operated in last year. A copy of the paper is on the record.
Another point that we feel is extremely important is the establishment of a

U.S.D.A. Quality Laboratory in Japan similar to the facility that is doing such
an excellent job located at Rotterdam in the Netherlands. This experience has
shown that such an office in Japan would render a great service to the Agricul-
tural interest of the United States and go a long way in improving the trade
Relations between our country and Japan.
We would like to go on record in support of the provisions of Senate Bill Num-

ber 2968 that provide for the upgrading of the assistant Secretary to Under
Secretary of Agriculture for International Affairs and Commodity Programs and
for the upgrading of the position of Agricultural Attaché to Agricultural Coun-
sellor for those attached to our diplomatic missions. It is our opinion that this
additional emphasis and impact as to the importance of our agricultural activi-
ties is badly needed. The work of the Agricultural offices at our various diplo-
matic missions has been very effective and the upgrading of the position would
most certainly enhance their activities.
The same logic applies to the present position of Assistant Secretary and the

need to change this position to Under Secretary. All indications are that addi-
tional emphasis will have to be made to increase our Agricultural Exports and
this will put additional burdens on this office and whatever can be done to help
will be most beneficial.
It is encouraging to those of us active in Agricultural exports that the Senate

is interested in improving an already efficient Agricultural service and we ap-
preciate the opportunity to make these comments.

Very truly yours,

Thomas B. Wilner.

DNE SALES, INC.,
Ft. Pierce, Fla., April 25, 1978.

HOWARD J. CONNOLLY,
International Sales ce Marketing.

NATIONAL GRANGE,
Washington, D.C., May 8, 1978.

Hon. RICHARD B. STONE,
Chairman, Subcommittee on Foreign Agricultural Policy, Committee on Agricul-

ture, Nutrition, and Forestry, U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: The National Grange has a keen interest in legislation
designed to increase sales abroad of American farm commodities. Many of our
members belong to market development organizations such as Great Plains
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Wheat and the Beef Export Council which are involved in cooperator programs
with the Department of Agriculture to increase the overseas demand for U.S.
agricultural products.
The National Grange, at our last Annual Session, adopted the resolution on

page 4 which sets forth Grange policy on Foreign Sales of Farm Products.
In keeping with this policy, the National Grange supports S. 2385, to establish

an intermediate credit program under the Commodity Credit Corporation and
to lift existing restrictions on the ability of the CCC to extend participation of
its programs to noninarket economy countries.
At the present time, there is a noticeable gap between the 3-year credit terms

of the CCC and the concessionai credit terms of Title I of P.L. 480 which ex-
tends credit over a period of 20 to 40 years. Financing of farm commodity ex-
ports is an integral and important part of international trade and the credit
arrangements available in many cases determine which country makes the sale.
There is ample evidence to indicate that because of the availability of intermedi-
ate credit from our competition, the U.S. farmers have lost out on millions of
dollars in foreign exports.
Two other bills pending before the Committee address the same intermediate

credit problem, S. 2405 and S. 2968. S. 2405, by Senator Lugar (R,Ind.) sets up
under Sec. 5 certain criteria regarding the 11$0 of the funds generated by the
credit terms to be used for market development in the importing country. The
National Grange endorses this marhet development concept and strongly recom-
mends that this provision be made a part of the CCC intermediate credit
authority. S. 2968, by Sen. Clark (D-Iowa) contains similar provisions regard-
ing CCC intermediate credit and has Grange support.
The Grange also supports S. 2504 by Sen. Dole (R-Kan.) which would

amend the Commodity Credit Corporation Act to direct the Secretary of
Agriculture to establish a program for expanding exports of farm commodities
by making available CCC financing to exporters who extend deferred payment
terms to foreign buyers. S. 2385, introduced by Sen, Robert C. Byrd of West
Virginia for himself, for the late Sen. Hubert Humphrey and for 31) other
Senators, provides a similar provision but in a More direct manner.
The primary reason for these two provisions is to permit CCC to extend its

programs to nonmarket economies, primarily the IT.S.S.R. and the r,R.c.
The Grange supports the extension of the MC programs to nonmarket econo-
mies and urges the Committee to determine the method by which the COO can
extend its programs to such countries.
The Grange supports the other provisions of S. 2968, introduced by Sen.

Clark and others to establish United States agricultural trade offices in foreign
countries. In addition to supporting Titles I and II of S. 2968, we also support
Titles III and IV. Title III upgrades the Assistant Secretary of Agriculture
for International Affairs and Commodity Programs to the level of Under
Secretary. While we are not opposed to the Secretary dealing with reorganiza-
tion within the Department of Agriculture, we do not have a strong feeling
that such a reorganization will greatly enhance agricultural exports. We be-
lieve the Secretary of Agriculture, with his present authority, can bring the
needed emphasis on international affairs through his Assistant f!Seeretary. It
is more important in our judment to upgrade the agricultural attaches to
counselors, as provided in Title IV. of S. 2968.
The establishment of U. S. agricultural trade offices, as provided for under

Title I of S. 2068 would be extremely helpful to cooperating organizations
that are engaged in promotion and market development of U.S. farm products,
especially in certain areas of the world, such as the Mid-East and Eastern
Europe. At the present time it would be very difficult for such cooperator
groups to establish trade offices or missions in these areas.
However, we caution against the establishment of trade missions or offices

in the highly industrialized countries. In these areas, such as Japan and.
Europe, the cooperators already have set up an effective office and have estab-
lished a good working relationship with the agricultural attaché and the U.S.
Embassy. This is not to say that the already-established trade missions set up
by cooperating organizations should not be given additional assistance; they
should, and we urge you to consider making additional assistance available to the
already-established trade missions.
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We urge prompt action on this and similar legislation. Given the proper
climate, prospects for future expansion of U.S. agricultural trade look bright.
The outcome of the Multilateral Trade Negotiations will have a significant

impact on trading rules and patterns for years to come. While we are opti-
mistic about the trade package to be brought back from Geneva, we cannot
share the thinking in some quarters that great gains will be made; it simply
is not in the cards. Therefore, we do urge this Committee and Congress to
take an active interest in these negotiations to ensure that American agricul-
ture's current competitive position in world trade is at least preserved and is
improved whenever possible.
Thank you for allowing the Grange to comment on this important aspect of

agricultural marketing. Please make this letter a part of the hearing record.
Thank you.

Sincerely,
JOHN D. SCOTT, Master.

FOREIGN SALES OF FARM PRODUCTS

Whereas, with wheat stocks on October 1 totaling a record 2,397 million
bushels, feed grain stocks totaling 30 million metric tons, and with butter, cheese
and nonfat dry milk in storage almost double that of last year, and
Whereas, the abundance is more than adequate to meet domestic and foreign

demand and has led to depressed prices for grain farmers, and
Whereas, thousands and thousands of the world's population are starving or

are on the verge of starvation and are in need of the U.S. farm abundance, and
Whereas, P.L. 480, Food for Peace, is the federal program used for shipping

food products to needy nations and this program is underfunded to meet the
objectives of the act, now therefore, be it
RESOLVED, That the National Grange support supplemental appropriations

that would increase the funds available under Title I and Title II of P.L. 480,
Agricultural Trade Development and Assistance Act of 1954 (Food for Peace),
be it further
RESOLVED, That the National Grange initiate and/or support legislation

that leads to the extension of Commodity Credit Corporation (CCC) credit
authority to state-controlled economies such as the U.S.S.R. and the People's
Republic of China; and be it further
RESOLVED, That the National Grange urge the Departments of Agriculture

and Commerce to expand existing programs and fund new programs to increase
commercial sales of agricultural products abroad.

STATEMENT OF HERBERT BRAND, PRESIDENT, TRANSPORTATION INsTrrupE

Mr. Chairman: The Transportation Institute, a research organization whose
membership consists of 160 U.S.-flag deepsea and domestic shipping companies,
wishes to express the support of the U.S. maritime industry for the increased
development of programs designed to promote export sales of U.S. agricultural
commodities.
The Subcommittee on Foreign Agricultural Policy has held hearings on

numerous bills that would improve the terms, conditions, and availability of
credit for the export sale of United States agricultural products. By extending the
duration of the Commodity Credit Corporation/GSM-5 program loans to a three-
to-ten-year period, this legislation would create new and expanded markets for
American products. Increased sales abroad will help decrease America's large
balance of payments deficit, aid the beleagured American farmer and strengthen
the United States economy. The Transportation Institute supports the objectives
ot this legislation.
An expanded export credit sales program will strengthen America's trading

position, increase agricultural exports, decrease the balance of payments deficits,
and bolster America's foreign policy considerations. The inclusion of a provision
designating that at least 50 percent of the export cargo be transported in U.S.-flag
vessels will guarantee that these goals are met by providing additional benefits
and strength to America's agricultural export program.
The American merchant marine has an established history of supporting the

IT.S, agricultural community and will continue to supply the logistical link

28-747-78 14
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between the U.S. farmer and foreign consumers. This effort assures the regularity
and frequency of shipping services that are vital to the export of our farm prod-
ucts. Without the dependable contribution of the American merchant marine, the
exporter would be left to the mercy of foreign maritime interests with no guar-
antee of rate stability or dependable services. The United States-flag merchant
marine is a vital component in the economic and defense posture of our nation.
Vessels flying the U.S. flag provide employment for seamen, shipbuilders.

and workers in related support industries. These people, as well as the companies
that employ them, pay U.S. taxes and procure goods and services in the United
States which contribute to our continued economic growth. It has been estimated
that U.S: shipping companies return $.71 of every freight dollar to the U.S.
economy. It is axiomatic that payment of ocean freight to foreign operators in
U.S. dollars would constitute a loss of dollar reserves—definitely counterpro-
ductive to the position of the U.S. in international balance of payments.
The U.S. merchant marine is an important arm of America's foreign policy,

representing our interests and flying our flag in every port. It is antithetical
to the aims of America's foreign aid policy to have our agricultural commodities
delivered in a foreign port by a foreign vessel, the symbol of another foreign
nation.

Notwithstanding the above considerations, the law ( Section 901 , ( b) of the
Merchant Marine Act of 1936. hereinafter referred to as Public Law 664)
mandates that "whenever the United States shall . . . advance funds or credits
. . . in connection with the furnishing of . . . commodities, the appropriate
agency or agencies shall take such steps as may be necessary and practicable
to assure that at least 50 per centum of the gross tonnage of such . . . com-
modities . . . be transported on privately owned United States-flag commercial
vessels : . ." Congress intended that U.S.-flag commercial vessels be assured
a fair and reasonable participation in cargo movements which are made pos-
sible by United States government participation.
A number of the bills being considered by the Committee providing for ex-

pansion of the Export Credit Sales Program mandate that Public Law 664
shall not apply to the intermediate credit program, by virtue of the fact that
it is a "commercial" transaction program, Based on the statements made by
members of the financial community, we believe this proposed credit program
is actually "concessional" rather than commercial. Today, institutions gen-
erally do not offer credit for agricultural commodities for extended periods
of time without government guarantees. As the intermediate credit program
is thus concessional in nature, dependent upon government participation, the
shipment of cargo falls under the purview of the provisions of Public Law 664.
The exclusion of the intermediate term Export Credit Card Sales Program

from the purview of Public Law 664 would undermine the intent of Congress
in seeking to maximize the economic benefits of concessional agriculture aid
programs.
The pending legislation should be amended to reflect the intent of the Con-

gress as it was expressed in P.L. 664. At least 50 percent of U.S. commodities
exported under a government aid program should be carried on U.S. vessels
when they are available and at fair and reasonable rates. An extended export
sales credit program will benefit farmers, American taxpayers, and the United
States overall international economic position. The use of the U.S.-flag mer-
chant .marine for the carriage of agricultural exports will serve only to multiply
these benefits and to strengthen the United States.
The Transportation Institute respectfully requests that this letter be included

as part of the hearing record on the export credit sales legislation.

STATEMENT OF C. W. MCMILLAN, VICE PRESIDENT GOVERNMENT AFFAIRS,
NATIONAL CATTLEMEN'S ASSOCIATION

Senator Stone: The National Cattlemen's Association (NCA) supports S.
2968, the Agricultural Export Expansion Act of 1978. The bill is a sincere effort
to assist all of agriculture in the matter of foreign trade. There are, however,
some suggestions we have for the bill.
Our interpretation of the function of Agricultural Trade Offices, as written in

this bill, is to house various U.S. Cooperator Organizations under one roof. Al-
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though we 'are not totally opposed to this concept, we feel that, under certain
circumstances, this should be left up to the individual cooperator organization's
discretion and not be mandated by law.
The economics of operating in other countries will eventually necessitate

cooperators co-locating in the same facility, to share operating expenses. One
reason for co-operators' effectiveness in other countries is their ability, to
operate as private sector organizations. They have not been identified as
"government".
We feel if' a Trade Office were perceived as being under the umbrella of gov-

ernment, and the programs of the cooperators were viewed as being under the
"watchful eye" of an on-site Trade Officer, their effectiveness would be greatly im-
paired. Cooperators should be allowed to located in common facilities at their
discretion and not at the mandate of government.
If such trade offices are established, any government official named to coordi-

nate office affairs should be a person who is assigned to that position by the Agri-
cultural Attaché of the particular country. The attaché should be the only
senior agricultural official responsible to the Administrator of the Foreign Agri-
cultural Service.
The NCA Wholeheartedly supports this portion of the bill and feels it is most

appropriate that our agricultural representatives in foreign embassies be given
the status of Counselor.

Although not totally familiar with the organizational structure of U.S. Em-
bassies abroad, we are aware that the title of Attaché does not carry with it
the prestige and responsibility of Counselor. The status of Counselor would be
particularly useful in the area of trade policy problems. If the Agricultural
Attaché is to function with maximum effectiveness in the international com-
munity, his status in the embassy and among the people he is trying to influence
should reflect the importance of his position.
The NCA supports Title II of this bill. Increases in credit should be offered by

the Commodity Credit Corporation to finance exports of farm products and in-
fra-structure for receiving and distributing farm products. In many markets, ex-
port trade from the U.S. is restricted by certain impediments, one of which is
limitations in the facilities of the importing countries needed to handle the receiv-
ing and distribution of bulk commodities.
The NCA agrees with the philosophy expressed in Section 301 of Title III of

this bill. However, we do not see a need or justification at this time for the
creation of an Under Secretary of Agriculture for International Affairs as pro-
posed in 'Section 302. The industry is already sensitive to the growing number of
government employees and increasing layers of bureaucracy we must deal with.
We would hate to see this bill, with all of its good points, be looked, upon as one
that just created more bureaucracy with more jobs and added costs to the
taxpayer.
The NCA hopes, as mentioned before, that this Committee will look upon these

comments as constructive sugestions, with two major points to keep in mind:
1. We must have access to world markets for our products. A good example for

meat might be the principles of access found in the U.S. Meat Import Act of 1964.
The NCA would like to see each importing country grant access for imported
beef in the amount of five pounds per capita or five percent of domestic production,
whichever is the most, with this access obtained over a five-year period. We call
this the "Principle of Fives". We feel that the principles relating to interna-
tional trade should also include:
(a) Orientation of food prices to the private market place.
(b) Elimination of government schemes that control supplies, prices and pur-

chases that result in artificially restricted per capita supplies and higher prices
for consumers.
(c) Encouragement of marketing food/feed grain surplus stocks through the

vehicle of larger per capita red/white meat consumption.
2. And, finally, we feel that the private sector must preserve its identity and

Individuality in the market place in foreign countries in order to be the most
effective and to realize the greatest potential for sales of U.S. agricultural
products.
We respectfully request this letter be included as a part of the hearing record.

Thank you.
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THE LIBRARY OF CONGRESS,
CONGRESSIONAL RESEARCH SERVICE,

Washington, D.C., May 8, 1978.

Hon. RICHARD STONE,
Chairman., Subcommittee on Foreign Agricultural Policy,

Committee on Agriculture, Nutrition and Forestry,

U.S. Senate, Washington, D.C.

DEAR MR. STONE: I am pleased to submit a report to you, entitled "Potential

for U.S. Agricultural Trade Expansion." This report was prepared by Janice E.

Baker and A. Ellen Terpstra, Analysts; A. Barry Carr, Specialist in the Environ-

ment and Natural Resources Policy Division.
The study evaluates various methods by which agricultural trade may be

expanded through existing programs and explores possible new programs for con-

sideration. The importance of agricultural trade to the U.S. economy is also

discussed.
I hope this report will be useful to you and your committee in the consideration

of agricultural trade legislation.
Sincerely,

Enclosure.

GILBERT GUDE,
Director.

POTENTIAL FOR U.S. AGRICULTURAL TRADE EXPANSION

IMPORTANCE OF U.S. AGRICULTURAL EXPORTS

Exports of U.S. farm products are of major importance both to the Nation's

trade balance with other countries and to the profitability of our farm sector. The

U.S. share of world agricultural trade increased from 14 percent in 1970 to 19

percent in 1976.
Exports have been more important for the agricultural sector than for most

other sectors of the Nation's economy. Agricultural exports account for about

one-fifth of all farm production ( Table 1), although for some commodities the

proportion is one-half or more (Figure 1). For producers of these commodities,

export markets are essential.
The 1977 export volume of agricultural commodities fell to 99 million tons from

104 million tons the previous year. Large world harvests of wheat and feedgrains

resulted in reduced U.S. exports of these commodities. Wheat exports declined

8 percent in 1977 to the lowest level since 1972. Feedgrain exports, although 6 per-

cent below the 1976 level, were the second largest on record. Export volume of

most other agricultural commodities was up in 1977. Rice exports rose 11 percent

to a new calendar year high. Exports of soybeans and soybean meal also reached

a new record of 21.5 million tons (Table 2) .
Because of higher prices the value of U.S. agricultural exports reached a record

high of $23.7 billion in calendar year 1977, nearly triple the level of only 5 years

earlier (Table 3) . Although the export values of most commodities showed

increases in 1977, lower prices and lower volumes caused substantial decline in

the value of wheat and feedgrain exports. The largest value gains were made by

cotton, soybeans, animal fats and vegetable oil.

TABLE 1.—FARM PRODUCTION AND EXPORTS, 1946-76

In billions of dollars

Farm Farm
marketings exports

Farm export
proportion
(percent)

1946 24.8 3.1 12.7
1956 31.1 4.2 13.4
1966 47.1 6.9 14.6
1971 56.6 7.7 13.6
1976 96.4 23.0 23.8

Note: These proportions may be slightly overstated due to valuation of agricultural exports at port of loading.

Source: U.S. Department of Agriculture.
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10 U.S. AGRICULTURAL EXPORTS
AS PERCENTAGE OF FARM
PRODUCTION, 1977*
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FIGURE 1

Source: 1977 Handbook of Agricultural Charts, U.S. Department of Agriculture.

TABLE 2.—U.S. AGRICULTURAL EXPORTS: VOLUME BY COMMODITY, CALENDAR 1974-77

In thousand metric tons 1975/76
change
percentCommodity 1974 1975 1976 1977

Wheat and products 26, 242 32, 053 27, 772 25, 525 —8
Feed grains and products 37, 472 40, 383 51, 568 48, 490 —6
Rice 1,725 2, 138 2,106 2, 181 +4
Soybeans 13, 940 12, 496 15, 332 16, 196 +6
Oilmeal 5, 157 3,950 5,043 4,366 —13
Vegetable oils 963 858 1,028 1, 337 +30
Cotton, excluding liners 1, 171 870 778 1, 016 +31
Tobacco 313 263 269 290 +8

Total 86, 933 93, 011 103, 835 99, 490 —4

Source: Foreign Agriculture, USDA, Feb. 20, 1978, p. 11.
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TABLE 3.—U.S. AGRICULTURAL EXPORTS: VALUE BY COMMODITY, CALENDAR 1974-77

In millions of dollars 1975/76
change

(percent)Commodity 1974 1975 1976 1977

Animals and animal products:
Dairy products 76 148 142 176 +24
Fats, oils, and greases 585 360 443 592 +34
Hides and skins, excluding furskins 337 407 518 578 +12
Meats and meat products 301 432 617 610 —1
Poultry and poultry products 138 158 263 312 +19
Other 339 187 397 399 +1

Total animals and products 1, 776 1,692 2, 380 2,667 +12

Grains and preparations:
Feed grains and products 4,698 5,283 6,024 4,907 —19
Rice 852 858 629 698 +11
Wheat and major products 4, 634 5, 353 4, 086 2, 932 —28
Other 127 126 136 143 +5

Total grains and preparations 10, 311 - 11,620 10, 875 8,680 —20

Oilseeds and products:
Cottonseed and soybean oil 695 466 368 640 +74
Soybeans 3, 537 2, 865 3, 315 4, 393 +33
Protein meal 999 672 899 968 +8
Other 478 449 488 629 +29

Total oilseeds and products 5, 709 4, 452 5, 070 6, 630 +31

Other products and preparations:
Cotton, excluding linters 1, 335 991 1, 049 1, 529 +46
Tobacco, unmanufactured 886 877 940 1, 109 +18
Fruits and preparations 596 699 770 835 +8
Nuts and preparations 156 169 198 240 +21
Vegetables and preparations 473 504 674 631 —6
Feed and fodders 272 313 449 592 +32
Other 485 567 592 758 +28

Total products and preparations 4, 203 4, 120 4, 672 5, 694 +22

Total 21, 999 21, 884 22, 997 23, 671 +3

Source: Foreign Agriculture, USDA, Feb. 20, 1978, p. 11.

Balance of trade
Significant as U.S. farm exports are, they account for only about one-fifth

of the total foreign trade of the nation. However the U.S. agricultural trade
surplus (agricultural exports minus 'agricultural imports) contributed $10.6
billion to the Nation's balance of payments in fiscal year 1977 (Table 4).
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The agricultural trade balance slipped by $1.6 billion in 1977 due to a sharp
rise in the value of imported agricultural products. Most of the increase was the
result of higher prices for tropical products—cocoa, tea, spices and coffee.

U.S. exports by country of destination and imports by country of origin are
shown in Table 5 and Table 6. The U.S. net agricultural trade balance with major
trading partners can be calculated from these tables.

State export shares
All States had a share in U.S. agricultural exports, but the 10 largest producers

accounted for about 60 percent of the total value in fiscal year 1977. The leading
States, in descending order, were Illinois, Iowa, California, Texas, Indiana, Kan-
sas, Nebraska, North Carolina, Ohio and Minnesota (Table 7).1

Illinois is the largest single exporter of farm products accounting for $2,539
million, more than a tenth of the total in 1977. Illinois contributed an estimated
19 percent of the feedgrains, soybeans, protein meal and soybean oil exporter.
Illinois is also an important exporter of meat products and wheat.

TABLE 4.—TRADE BALANCE

[In billions of dollars]

Fiscal year-

Item 1976 1977

Agricultural exports 22.8 24.0
Nonagricultural exports 90.0 96.4

Total exports  112.8 120.4

Agricultural imports 10.5 13.4
Nonagricultural imports 104.0 130.1

Total imports 114.5 143.5

Agricultural trade balance 12.2 10.6
Nonagricultural trade balance —14.0 —33.7

Total trade balance —1.7 —23.1

Source: Agricultural Outlook, USDA, December 1977, p. 35.

The values for U.S. agricultural exports shown for States should not be interpreted as
actual measurements of State origins of national exports. It is difficult to accurately
identify State origins for exported commodities. The statistics on exports by States were
based on domestic shares for commodities according to each State's share of the total
national production.
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TABLE 5.-AGRICULTURAL EXPORTS: VALUE BY COUNTRY OF DESTINATION, TOTAL AND SPECIFIED GOVERNMENT

PROGRAMS, YEARS ENDING JUNE 30, 1974-76

[In millions of dollars]

Country'

1974 1975 1976

Total
agri-

cultural
exports

Under
specified
Govern-

ment-
financed

pro-
grams 2

Outside
specified
Govern-

ment-
financed

pro-
grams 3

Total
agri-

cultural
exports

Under
specified
Govern-

ment-
financed

pro-
grams 2

Outside
specified
Govern-

ment-
financed

pro-
grams ,

Total
agri-

cultural
exports

Under
specified
Govern-

ment-
financed

pro-
grams 2

Outside
specified
Govern-
ment-

financed
pro-

grams 3

Japan 3,352. 8 0 3, 352.8 3, 184.7 0 3, 184.7 3, 300. 5 0 3, 300. 5
U.S  S R 509.4 0 509.4 396.5 0 396.5 1, 863.5 0 1, 863.5
Netherlands 1,469. 6 0 1, 469. 6 1,631. 1 0 1,631. I 1,755. 1 0 1,755. 1
Germany, West_ _  1,535.9 0 1, 535.9 1, 447. 8 0 1, 447. 8 1,618. 1 0 1,618. 1
Canada 1 194.8 0 1, 174.8 I, 284. 5 0 1, 284.5 1, 400. 2 0 1, 400. 2
Italy 754.3 0 754.3 804. 1 0 804. 1 799. 8 0 769.8
India 311.6 67.0 244.6 758.5 214.7 543.8 739.6 106.7 632.9
Korea, Republic of_ 661.4 24.3 637. 1 815.0 78.2 806.8 722.4 63.0 659.4
Spain 644.1 0 614.1 710.2 0 780.2 655.0 0 655.0
United Kingdom.. 683.6 0 683.6 583.3 0 583.3 647.1 0 647. 1
China, Republic of.... 518.3 0 518.3 410.5 0 410.5 562.0 0 502.0
Poland 306.2 0 306.2 249.7 0 249.6 447.3 0 447.3
Brazil 369.4 5.5 363.9 137.5 7.5 130.0 430.0 .5 429.5
France 442.9 0 442.9 448.0 0 448. 0 408. 1 0 408. 1
Egypt 
Mexico 

263.9
610.3

3.2
0

260.7
610.3

387.8
851.5

88.8
0

299.0
852.5

404.7
403.7

185.7
0

219.0
403.7

Belgium-
Luxembourg 255.2 0 255.2 282.9 0 282.9 375.0 0 375.0

Israel 252.6 31.0 221.6 268.7 95.9 172.8 291.2 182.4 108.8
Venezuela 247.5 0 247.5 295.8 0 295.8 271.2 0 271.2
Portugal 150.4 10.0 140.4 278.0 0 278.0 232.9 12.4 220.5
Bangladesh 166.6 43.7 122.9 279.5 211.1 68.4 215.9 158.2 57.7
Philippines 164.1 39.0 125.1 130.3 10.4 119.9 188.6 17.3 171.3
Indonesia 155.6 20.6 135.0 71.8 12.7 59.1 175.5 48.8 126.7
Algeria 148.1 0 148.1 165.3 4.0 161.3 175.2 4.0 171.2
Hong Kong 203.4 0 203.4 138.4 0 138.4 155.9 0 155.9
Saudi Arabia 91.7 0 91.7 123.6 0 123.6 149.9 0 149.9
Iran 182.6 0 182.6 757.2 0 577.2 148.3 0 148.3
Pakistan 170. 1 42.4 127.7 163.9 100.4 63.5 146.7 106.4 40.3
Peru 154.8 3.4 151.4 200.3 5.7 194.6 144. 1 6.3 137.8
Switzerland 186.4 0 186.4 163.8 0 163.8 138.3 0 138. 3
Denmark 133. 1 0 133.1 88.0 .1 87.9 135.2 0 135.2
Greece 184.9 0 184.9 122.0 0 122.0 121. 1 0 121. 1
Dominican

Republic 107.6 4.2 103.4 90.3 5.8 84.5 115.7 9.7 106.0
Nigeria 70.2 1.9 68.3 78.6 1.4 77.2 112.4 .3 112.1
Norway 124.4 0 124.4 108.9 0 108.9 101.9 0 101.9
Sweden 85.9 0 85.9 88.5 0 88.5 96.6 0 56.6
Chile 155.0 3.2 151.8 118.9 52.2 66.7 87.1 59.2 27.9
Colombia 154.0 13.7 140.3 106.1 11.3 94.8 86.1 9.2 76.9
Romania 109.0 0 109.0 156.7 0 156.7 80.7 0 60.7
Morocco 123.1 25.7 97.4 107.7 16.6 91.1 79.8 14.2 65.6
Jamaica 81.4 1.4 80.0 75.6 .2 75.4 75.0 1.3 73.7
Iraq 63.3 0 63.3 124.1 0 124. 1 70.9 0 70.9
Thailand 91.9 9.8 82.1 81.6 0 81.6 70.8 0 70.8
Australia 90.8 0 80.8 82.3 0 82.3 70.0 0 70.0
Czechoslovakia_ _ _ _ 48.4 0 48.4 33.2 0 33.2 69. 1 0 69. 1
Ecuador 53.7 4.2 49.5 53.7 3.4 50.3 06.7 1.8 64.9
South Africa 80. 5 0 80. 5 62.6 0 62.6 58.9 0 58.9
Trinidad-Tobago_ _ _ 40.7 0 40.7 51.5 0 51.5 50.3 0 50.3
Singapore 64.7 0 64.7 37.0 .1 36.9 48.2 0. 1 48. 1
Bahamas 42.6 0 42.6 45.0 0 45.0 46.0 0 46.0
Other countries 

Total 

3,220. 9 589. 1 2, 640.7 2, 295. 8 303.0 1, 992. 8 1, 533.6 134.7 1, 403.9

21,292. 7 943.3 20, 349.3 21, 578.3 1, 223. 5 20, 354.8 22, 146.9 1, 122.2 21, 024. 7

, Not adjust d for transshipments through Canada and Western Europe.
2 Includes sales for foreign currency donations for disaster relief and economic aid, donations through voluntary relief

agencies, and long-term credit sales, under Public Law 83-480 (the Agricultural Trade Development and Assistance Act
of 1954, as amended), and other legislation. Also includes the Foreign Assistance Act of 1961, as amended.

3 "Agricultural exports outside specified Government-financed programs" (sales for dollars) include in addition to
unassisted commercial transactions, shipments of some commodities with governmental assistance in the form of (1) bar-
ter of overseas procurement for U.S. agencies, (2) extension of credit and credit guarantees for relatively short periods,
(3) sales of Government-owned commodities at less than domestic market prices, and (4) export payments in cash.

Source: Agricultural Statistics, USDA, 1977, p. 582. Economic Research Service
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TABLE 6.-AGRICULTURAL IMPORTS FOR CONSUMPTION: VALUE BY COUNTRY OF ORIGIN, UNITED STATES, YEARS
ENDING JUNE 30, 1974-76

[In millions of dollars]

1974 1975 1976

Country Total
Comple-

mentary 1
Supple-

mentary 1 Total
Comple-

mentary 1
Supple-

mentary 1
Comple- Supple-

Total mentary 1 mentary I

Brazil 820.4 521.8 298.6 923.3 408.3 515.0 801.3 593.1 208.2
Mexico 728.5 128.6 600.0 583.6 112.8 470.8 633.0 202.3 370.6
Australia 709.2 1.2 708.0 568.2 1.2 567. 1 000.0 1. 1 563.9
Canada 544.0 29.3 514.7 469.0 31.9 437.1 579.4 35.7 548.6
Colombia 300.7 335. 1 45.6 331.6 242.5 89. 1 472.7 388.0 84.9
Philippines 573.3 16.3 557.0 114.1 28.0 786.0 393.2 8.0 385.3
Dominican

Republic 330.0 81.4 248.7 506.0 62.5 443.5 369.6 114.3 255.2
Malaysia 226.0 179.5 46.5 294.5 137.9 156.6 333.3 053.3 180.0
Indonesia 316.8 290. 3 26.5 287.6 249.8 37.8 332.7 315.7 17.0
Netherlands 251.9 25.0 226.9 234. 1 29. 1 265.0 258.5 32.9 225.6
Denmark 260.2 3.9 262.3 192.4 6.5 185.9 250.4 14.2 236. 1
New Zealand 395.9 24.1 371.8 231.1 9.7 221.4 248. 8 12.7 230.0
France 234.5 38.2 196.4 191.3 35.7 155.6 222.7 45.2 077.5
India 106.2 47.1 59.1 112.2 41.1 71.1 210.0 53.8 064.2
Guatemala 160.4 105.8 54.6 170. 3 97.8 72.5 211. 4 102.0 109.5
Costa Rico 121.8 67.7 54. 1 163.6 81.8 81.8 188.6 117.1 70.5
Ivory Coast 98.4 98.2 .2 08.3 88.5 2.8 186.6 183.9 2.]
Argentina 174.9 4.3 170.6 164.3 3.6 100.7 176. 8 4.5 172. 3
Ecuador 114.7 99.0 15.7 165.4 124. 1 41.3 176.5 150.5 26.0
Italy 123.4 4.3 119. 1 146.5 5.9 140.6 169. 1 4.7 164.4
Peru 130.5 29.8 100.7 175.6 32.9 142.7 166.3 39.2 127.1
Spain 164.4 10.9 153.6 156.9 12.0 144.9 164.7 10. 1 154.6
El Salvador 105.6 75.7 29.9 137.5 79.3 58.3 141.3 93.0 48.7
Honduras 116.1 82.2 33.9 79.7 54.6 25.1 139.8 98.1 41.6
Poland 97.5 1.2 96.4 94.1 .8 93.3 136.3 .7 135.3
Germany, West 134.3 21.9 112.4 126.7 08.3 108.4 128.6 22.0 106.6
Nicaragua 75.0 15. 1 59.9 75.7 20.8 54.9 120.9 36.9 84. 4
Turkey 88.9 2. 1 86.9 88.4 3.8 84.6 113. 1 3.6 109.6
China, Republic of_ 82.2 5.0 77.2 163.6 6.5 157.1 109.8 4. 4 105.0
Angola 176. 4 176. 1 .3 80.7 80. 4 .3 001.4 101.4 (2)
Thailand 41.3 21.9 19.4 47.5 17.6 29.9 99.5 29.2 70.3
United Kingdom _  95.8 29.7 66.1 99.6 29.2 70.4 96.2 25.9 70.3
Ethiopia 85.4 68. 6 16.8 32.0 23.5 8.5 82.7 79.7 3.0
Uganda 64.6 64.4 (2) 60.8 60.8 (2) 74.9 74.9 0
Iran 55.5 5. 1 50. 5 50.9 5.9 45.0 74.6 6.5 68.1
Yugoslavia 50.0 1.7 48.3 49.6 2.2 47.4 72.0 2.3 69.8
Japan 00.1 4.4 55.7 60.4 4.5 61.9 72.0 7.1 64.9
South Africa 23.5 1.1 22.4 51.8 .8 51.0 67.2 1.6 65.6
Ghana 78.1 78. 1 (2) 62.1 62.0 (2) 64.9 64.8 (2)
Madagascar 41.4 41.0 .3 45.1 28.4 6.6 55.1 43.5 11.5
Venezuela 37.3 31.2 6.2 22.0 15.4 6.6 53.9 49.9 4.0
Nigeria 46.3 42.9 3.4 39.1 32.9 6.3 52.6 49.2 3.4
Liberia 09.4 47.7 1.6 51.5 48.1 3.4 48.9 48.6 .4
Panama 33.0 11.7 20.3 70.8 13.8 57.0 48.9 12.1 36.8
Greece 33.6 1.6 32.0 41.6 2.2 39.5 39.5 1.8 37.7
China, People's

Republic of 23.6 7.6 06.0 25.0 9.2 15.8 38.4 13.1 25.3
Switzerland 32.2 7.7 24.5 31.8 0.0 25.8 37.6 6.9 30.]
Norway 21.0 .1 20.9 25.0 (2) 24.9 37.0 (2) 37.0
Kenya 24.3 22.4 1.8 32. 1 30.0 2.1 36.2 34.8 1.4
Guyana 25.7 .1 25.6 43.7 .2 43.6 35.0 (2) 35.0
Other countries.... _ _ 778.6 266.4 511.6 811.1 247.5 563.4 774.8 263.4 511.8

Total 3  9,548. 6 3,276.6 6,272.0 9,578.8 2,758. 3 6,820.5 10,106.8 3,817.7 6,289. 1

1 Supplementary agricultural imports products consist of all products similarto agricultural commodities produced commer-
cially in the United States, together with all other agricultural products interchangeable to any significant extent with such
U.S. commodities. Complementary ap,ricuitural products include all others, about 98 percent of which consist of rubber,
coffee, raw silk, cacao beans, wool for carpets, bananas, tea, and vegetable fibers.
2 Less than $50,000.
3 Totals may not add due to rounding.

Source: Agricultural Statistics, USDA, 1977, p. 583. Economic Research Service. Compiled from reports of the U.S.
Department. of Commerce.
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Iowa's estimated share of farm exports included 16 percent of soybeans, pro-
tein meal, and meat products, 13 percent of feedgrains, 10 percent of soybean
oil, tallow and lard, and 9 percent of dairy products.
California and Texas, ranking third and fourth, were nearly equal in exports.

California's exports of $1,774 million included over one-half of the total U.S.
exports of fruits and nuts, a fourth of the vegetables and cotton, and a fifth of
the rice. Texas, with exports valued at $1,761 million, contributed a third of the
cotton and cottonseed oil, a fourth of the rice and about a tenth of the hides
and skins, and tallow and lard.

TRADE EXPANSION THROUGH THE MULTILATERAL TRADE NEGOTIATIONS

Multilateral trade negotiations (MTNs ) have been conducted under the aus-
pices of the General Agreement on Tariffs and Trade (GATT) since it was

, agreed to in 1947. Currently, 97 nations are participating in the seventh such
session, being held in Geneva. Participants are listed in Table I. This session
is called the Tokyo Round, since it was formally begun by a declaration delivered
in September 1973 by the ministers of 105 cotintries in Tokyo, Japan. The pur-
pose of this session is to reduce tariffs and nontariff barriers to trade in both
agricultural and industrial products. The leading participants in this round are
the U.S., Japan, and the European Economic Community.

Historical background
The congressionally mandated intent of previous U.S. authorizations for nego-

tiations has been for such diverse purposes as improving the global economic
situation in the 1930s; to open up selected markets abroad and in the U.S.; to
improve aggregate U.S. export opportunities; to serve as a means of dealing with
the emergence of the European Economic Community (EC) ; to aid the U.S. bal-
ance of payments deficit; and to counter the spread of international
communism.2
The most recent negotiating session, held from 1963 to 1967, was known as the

Kennedy Round. As a result of that round, some countries reduced tariffs by
50 percent, but the average reduction in the tariffs of developed countries was
35 percent. This reduction was to be achieved over the next five years and would
result in reducing tariffs on trade valued at about $40 billion.

Table I.—Countries Participating in "Tokyo Round" Trade Negotiations

(Membership of Trade Negotiations Committee, September 1976)

*Algeria
Argentina
Australia
Austria
Bangladesh
Benin

*Bolivia
*Botswana
Brazil

*Bulgaria
Burma
Burundi
Cameroon
Canada
Chile

**Colombia
Congo

*Costa Rica
Cuba
Czechoslovakia
Dominican Republic

*Ecuador
Egypt
*El Salvador

See footnotes at end of table.

*Ethiopia
European Communities

and member States:
Belgium
Denmark
France
Germany, Fed. Rep.
of

Ireland
Italy
Luxembourg
Netherlands
United Kingdom of
Great Britain and
Northern Ireland

Finland
Gabon
Ghana
Greece
*Guatemala
Haiti
*Honduras
Hungary

Iceland
India
Indonesia
*Iran
*Iraq
Israel
Ivory Coast
Jamaica
Japan
Kenya
Korea, Rep. of
Madagascar
Malawi
Malaysia

*Mali
Mauritius

*Mexico
New Zealand
Nicaragua
Nigeria
Norway
Pakistan
*Panama

"The U.S. Mandate for Trade Negotiations," Virginia Journal of International Law.
'Spring 1976. Vol. 16 :3, p. 522.
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Table I.—Countries Participating in "Tokyo Round" Trade Negotiations—Con.

(Membership of Trade

*Paqua New Guinea
*Paraguay
Peru

**Philippines
Poland
Portugal
Romania
Senegal
Singapore

*Somalia
South Africa
Spain

Negotiations Committee, September 1976 ) —Con.

Sri Lanka
*Sudan
*Swaziland
Sweden
Switzerland
Tanzania

*Thailand
Togo _
*Tonga
Trinidad and To}ago

**Tunisia
Turkey

*Not Contracting Parties to GATT.
**Acceded provisionally to GATT.

Source: USDA/GATT.

Uganda
United Kingdom (on

behalf of dependent
territories)

United States of
America

Uruguay
*Venezuela
*Viet-Nam
Yugoslavia
Zaire
*Zambia

In general, two groups believed that their interests had been neglected during
the Kennedy Round: the developing countries and U.S. farmers. The focus of
this paper is on U.S. agricultural interests. As the Tokyo Round got underway,
both interests took actions to assure better gains from this session.

Current negotiating authority
In 1973, the Nixon Administration introduced the Trade Reform Act to pro-

vide the negotiating authority for the U.S. in the Tokyo Round. During dis-
cussion of the bill, one of the major issues was whether or not concessions relating
to agriculture would be negotiated together or separately from industry. As
introduced, the bill authorized the two tc: be negotiated separately. During hear-
ings in the House Committee on Ways and Means, only the American Farm
Bureau Federation voiced objection to the bill and asked that the negotia-
tions be done jointly. As reported out of committee, the bill stated that overall
negotiations and the negotiation of non-tariff barriers were to be conducted
on a product sector basis.

It was not until the Senate Finance Committee hearings in the spring of
1974 that the concept of joint negotiations became widely supported. The Farm
Bureau, tobacco industry and citrus associations also called for joint negotia-
tions. During the floor debate, Senators pointed out that little would be gained
for U.S. agriculture if concessions were made only on the basis of agricultural
imports. Thus, as enacted, the Trade Act of 1974 (P.L. 93-618) instructed the
Office of the Special Trade Representative to negotiate industrial and agricul-
tural issues "in conjunction" with each other. The negotiating authority of the
Act is valid for five years.

Early negotiation actions
Since 1973, preliminary negotiating sessions had been underway. In January

1975 the Trade Act of 1974 became law and raised hopes that substantive nego-
tiations could begin now that the U.S. had received negotiating authority.
According to the Tokyo declaration, the objectives of the negotiating session

were to include "further reductions in tariff rates; fairer access to supplies and
raw materials; an improved framework for the conduct of world trade; the
securing of additional benefits of international trade for developing countries;
and the elimination, reduction or harmonization of many non-tariff barriers." 3
At the February 1975 meeting, MTN participants established seven groups

to examine the following subjects: non-tariff measures, tariffs, agriculture, tropi-
cal products, safeguards, the sector approach, and improvement in the framework
for the conduct of world trade. The agriculture group was formed to analyze
and consider liberalization and stabilization of trade in agricultural products
and has three subgroups; meat, grains, and dairy products.
One of the differences in the topics under consideration in this negotiating

session is the emphasis on reducing non-tariff barriers. While tariffs are no

3 "Commerce America," U.S. Department of Commerce, January 5, 1976, p. G.
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longer as large a barrier to trade as they had been before previ
ous MTNs, many

duties still limit trade. More governments have been imp
osing subsidies and

many give preference to domestic suppliers in various ways. Early
 in the nego-

tiations, it was established that work in reducing non-tariff barriers wo
uld con-

centrate on quantitative restrictions, standards, subsidies and c
ountervailing

duties, customs matters, and government procurement. In the standards a
rea,

work was to be done to establish procedures for determining if a sta
ndard is

a legitimate barrier to trade. Similarly, discussion on safeguards was
 to focus

on the conditions under which a country would be permitted to protect a domestic

industry from sudden foreign competition, even if it were fair. While the U.S.

was especially interested in reducing subsidies, other countries were interested

in limiting the use of countermeasures, such as the U.S. countervailing duty

law.
In 1975, then-Special Trade Representative, Ambassador Dent, outlined a

program of work for 1976 so that the negotiations could be concluded in 1977.

Dent suggested the goals to achieve be:
1. Agreements on tropical products;
2. A tariff formula as a starting point for achieving a substantial reduction in

tariffs;
3. A framework for dealing with subsidies and countervailing duties;

4. A draft standards code;
5. An agreed procedure for achieving meaningful liberalization of quantitative

restrictions;
6. Agreement on the basic concepts that should be covered by improved safe-

guard provisions;
7. A review and selection of sectors where complementary negotiations are

feasible and will contribute to the goal of maximum achievable liberalization;

8. Parallel progress in achieving special and differential treatment for the

developing countries in the various elements of the negotiations; and

9. Negotiation of approaches to a number of issues which have not yet received

adequate attention in the deliberations.'
Despite these goals and activities, it soon became apparent that the issues

of agricultural trade and treatment of the export positions of the developing

countries would hinder progress.
During the early stages of the Tokyo Round, the developing countries (LDCs)

felt that the developed countries had not adequately responded to their call

for more faVorable treatment of LDC products. Ambassador Dent emphasized

the need to negotiate on tropical products as a first step. As a result, many

developed countries offered most-favored-nation or duty reductions under the
Generalized System of Preferences (GSP). This is a system which allows devel-

oped countries to unilaterally grant lower tariffs and, in general, grant duty free
status to imports from LDCs. The U.S. took the position that GSP concessions

were not appropriate for negotiation under the MTN. USDA noted, "The United
States, in fact, has already made more agricultural concessions to developing
countries on a most-favored-nation basis than many other developed countries
have made. Roughly 45 percent of U.S. agricultural imports are already duty-
free, including imports of coffee, cocoa beans, bananas, and tea. In contrast,
the developing countries face duties on all or some of these in the European
Community, Canada, and Japan." 5 At that time, $3.4 billion out of a total value
of $6.1 billion of U.S. most-favored-nation agricultural imports were from IDCs.

The U.S.—EC disagreement
A major obstacle to progress in the talks was the continuing substantive dis-

agreement between the EC and U.S. At the beginning of the Tokyo Round, the
EC's representative at the MTN made the following comments about their
approach to agriculture in the negotiations:

1. First, in order to facilitate an orientation of resources of production which
could be adequate to the foreseeable evolution in consumption, the EEC considers
it essential that we engage in systematic and regular exchange of information,
on the basis of which a periodical analysis of the situation could be undertaken
in common, so that each government can draw for itself the necessary indications
for the conduct of its own policy.

4 "Commerce America," 13.5. Department of Commerce, January 5, 1976, p. 6.
5 "Developing Countries Seek Special Treatment in MTN's," Foreign Agriculture, TJSDA,

December 27, 1976, p. 11.
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The World Food Conference has recognized the need to reinforce the existing
mechanism. The EEC considers that all participants to these negotiations should
commit themselves to collaborate in the implementation of these resolutions.

2. Secondly, for the main products which are essential for human food con-
sumption and which are determining factors in maintaining a balance in the
agricultural sector—such as cereals, rice, sugar and the most homogeneous dairy
products—we believe that international agreements should be negotiated. Their
mechanisms, which would have to be adapted to the characteristics of the market
for each product, should be geared to prevent the inevitable imbalances of the
market due to the inherent fluctuations in production.
These mechanisms should, in appropriate cases, cover a concerted stockpiling

policy which, while facilitating the implementation of food aid programs, would
aim at absorbing quantities in excess or, in case of shortage, at maintaining an
adequate supply of the market.
These mechanisms should be accompanied by a price provision, the stabilizing

function of which would be strengthened by the stockpiling policy. On the other
hand, the price provisions would, in certain respects, play a role in triggering
stockpiling or destocking actions.
3. For other important products which do not seem likely to become the

subject of international agreements, we believe concerted disciplines should be
negotiated between exporters and importers, so as to ensure that the operations
on the world market are conducted in an orderly manner.

4. Finally, for products which are protected by tariffs, we think reciprocal
tariff reductions will have to be negotiated.'
The following table shows the results of the Kennedy Round between the

U.S. and EC in millions of U.S. dollars.

RESULTS OF THE KENNEDY ROUND BETWEEN THE UNITED STATES I AND THE EEC

[In million U.S. dollars]

Imports and ,tariff concessions

Total Agricultural Sector 2 Nonagricultural sector

United EEC United EEC
States from from United States from from United

EEC States, EEC States

United
States from

EEC

EEC
from United

States

A. Imports, total (1964) 2,948 4,616 220 992 2, 728 3, 624
Exemption from duty 271 1, 466 17 550 254 917
Subject to duty 2,677 3, 150 202 443 2, 475 2, 707

B. Available for tariff concessions 2, 689 3, 465 203 465 2, 486 3, 000
C. Tariff reductions 2, 170 2,724 94 220 2, 076 2, 504

Over 50 percent 24 46 2 32 23 14
50 percent 1,780 1,301 17 20 1,763 1,281
25 to 49 percent 119 373 46 51 73 321
1 to 24 percent 247 1,005 30 117 217 888

D. Consolidated duties 34 1 28  7 1
E. Nonconsolidated duties 11 304 18 11 287
F. Total tariff concessions (C-FD+E) 2, 215 3, 029 122 238 2, 094 2, 791

1 The U.S. imports have been increased by 10 percent to allow for the f.o.b. to c.i.f. adjustment.
2 Excluding cereals.

Source: "IMF Survey," Mar. 10, 1975, p. 72.

Data: "Report on United Negotiations," 1964-67 Trade Conference, Office of the Special Representative for Trade Negotia-
tions, Washington, 1967,

The EC viewed the Agriculture Group of the Tokyo Round as being the only
group responsible for negotiating all issues affecting agriculture. Solutions de-
veloped by other groups would not be applicable. In sum, the Department of
Commerce noted, "By precluding discussion of agricultural issues in any forum
other than the Agriculture Group, the Community is seeking to minimize the
impact which general solutions or codes in the tariff or nontariff measures areas
would have on its Common Agricultural Policy (CAP )."7
CAP had been one of the initial and more successful of the EC's efforts at

integration. By January 1, 1978, agricultural price policies became uniform among
the nine members of the EC except for a few minor cases. According to USDA,
". . . the CAP is essentially a complex, comprehensive system of price supports,

6 "IMF Survey," Mar. 10, 1975, p. 73.
Ibid, "Commerce America," p.
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minimum import prices, stockpiling and export subsidies— all designed to keep
internal farm prices high 'by insulating them from foreign competition."' Thus,
in an effort to sustain the internal EC farm sector, the EC has imposed exten-
sive subsidies on internally produced agricultural products, has few internal
production disincentives and gives a preference to internally produced rather
than imported products through a system of minimum import prices, a variable
levy system, and export subsidies. While supporting the internal farm economy,
prices are insulated from world price levels and fluctuations, and competition
from foreign products is affected.

Thus, at the Tokyo Round, the EC had declared that the CAP and variable
levy system were non-negotiable. Additionally, the EC had enunciated a prefer-
ence for commodity agreements. Both the Nixon and Ford Administrations
objected to commodity agreements but because of EC pressure as well as the on-
going discussions under the U.N. Conference on Trade and Development (which
called for the negotiation of commodity agreements on eighteen commodities),
the U.S. agreed to consider negotiating international commodity agreements on
a case-by-case basis.
Early in the negotiations, the U.S. made it clear that any reduction or elimi-

nation of trade barriers in agricultural products had to proceed in conjunction
with similar efforts in the industry sector. The U.S. wanted the Agriculture
Group to meet regularly with the other groups so that the negotiation of solutions
could be applicable to both sectors.
A compromise was worked out so that a notification system would be imple-

mented for the Agriculture Group on measures affecting agricultural products
other than those represented in the subgroups.
Despite this, progress in the negotiations was limited to procedural and tech-

nical issues. With the global economy worsening, many countries were imple-
menting protectionist measures and blaming domestic ills on international prob-
lems. In addition, many of the participants in the negotiations—including the
U.S. and EC commissioners—were faced with elections in the upcoming year,
which could result in a change of trade policy. All of these events dampened
prospects for an early conclusion of the talks.

Actions under the Carter administration
Following the U.S. election, President Carter was concerned about the lack of

progress in the MTN and gave the issue some priority. At the May 1977 economic
summit meeting in London, it was one topic of discussion among the meeting
leaders from the U.S., West Germany, France, the United Kingdom, Italy, Can-
ada, and Japan. At the meeting, the following specific goals for the MTN were
set for 1977:

1. A tariff reduction plan of broadest possible application designed to achieve
a substantial cut and harmonization and in certain cases the elimination of
tariffs;

2. Codes, agreements and other measures that will facilitate a significant re-
duction of nontariff barriers to trade and the avoidance of new barriers in the
future, and that will take into account the structural changes which have taken
place in the world economy; and
3. A mutually acceptable approach to agriculture that will achieve increased

expansion and stabilization of trade, and greater assurance of world food
supplies.'
Following this, the U.S. and EC held negotiations to arrive at a compromise so

that progress could be made at the MTN. The U.S. stated it was willing to
proceed separately with the industry and agriculture negotiations as long as
the negotiations were brought together at the time of final settlement. The
current chief negotiator, Ambassador Strauss, said that both would be assessed
in parallel, as one package. The EC noted that if the MTN were to succeed, mean-
ingful negotiations on agriculture would have to be accomplished. A four-step
plan was then announced.
By October 1, 1977, agreement on a general tariff plan had to be reached in-

cluding an across-the-board tariff-cutting formula and treatment of imports from
developing countries as well as those developed countries not using the tariff
reduction formula. Secondly, by November 1st, requests for agricultural tariff
and non-tariff concessions as well as industrial non-tariff concessions had to he

8 "The EC's CAP: How It Works," Foreign Agriculture, USDA, January 9, 1978, p. 2
9 "MTN News," U.S. Department of Commerce, June 1977, p. 1.
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presented. The third phase required that by December 15th, draft texts for multi-
lateral codes of conduct had to be presented. The final phase required that by
January 15, 1978, the exchange of offers of specific reductions in tariffs and non-
tariff measures had to be made.
Agreement was reached in the fall on a working hypothesis for the formula

to be used in tariff reduction computations; the U.S. did file requests for con-
cessions on non-tariff barriers and on tariff barriers of countries not applying
the tariff reduction formula; working papers for international codes of conduct
in customs valuation, product standards, subsidies/countervailing duties, import
licensing procedures, government procurement and safeguards were offered; and
proposals were presented iu the agriculture area for dairy and meat products.'
The U.S. additionally indicated it would be willing to discuss commodity agree-

ments in the agricultural subgroups, although it would not be bound by subgroup
action. The U.S. also sought modifications in such non-tariff areas as variable
levies, import quotas, licensing and deposits.

Agriculture Department officials commented on the lead the U.S. had taken on
some of the other issues. In the area of subsidies and countervailing duties, the
U.S. proposed a code to strengthen and clarify GATT rules on the use of sub-
sidies on _traded products and the use of countervailing duties against unfair
competition. Agricultural interests in this stem from rules on competition from
subsidized exports in foreign markets and conditions under which injury might
have to be shown before invoking countervailing duties.
The U.S. hlso has proposed a new code regarding GATT conditions under which

countries can- restrict imports if they are increasing enough to cause serious
injury to domestic producers. In the area of technical barriers to trade, a code
is being considered which would establish principles and multilateral review
procedures to .insure that labeling, health, sanitary, and other technical regula-
tions do not constitute unjustified barriers to trade. Other efforts are continuing
in the area of .customs issues—a universal product classification system—and in
considering rules applying to import quotas and restrictive licensing. The U.S.
stance in the framework group, in which the LDCs are trying to have a system
of special treatment for them accepted, is to assure that any changes do not
result in a major expansion of preferences and special treatment that would
undercut the. .GATT most-favored-nation rule.

Specific concessions offered
While details of the U.S. and other MTN participants' offerings of concessions

are classified information and therefore unavailable for analysis, some general
information has become available from newspaper articles.
As part of the January 1978 exchange of offerings, the U.S. offer affects about

4,700 tariff lines which entails about $44.7 billion in overall U.S. trade. Of this
amount, about-one-quarter is reported to be agricultural. If all were accepted.
the overall U.S. rate of dutiable trade would be reduced by 45 percent, from 8
to 4.5 percent. This offer serves as a basis of negotiation and is conditional on
the...receipt of adequate reciprocity from other nations in terms of expanded
access to foreign markets for U.S. products. The U.S. is especially interested in
the liberalization of non-tariff measures, and satisfactory results in the areas of
international codes on safeguards, government subsidies, government procure-
ment practices and standards.'
The U.S. made between 1,300 and 1,500 requests to 90 countries on approxi-

mately 1,000 commodities. Most of these were reportedly agricultural. In addition
to requests for tariff reductions and increases in import quotas, it was reported
that liberalized import licensing and documentation procedures, and an end to
port and other discriminatory taxes were asked for. While the value of tariff
concessions can be estimated, it is difficult to make such estimates for whatever
changes are proposed in non-tariff barriers.
In this request, the EC was asked to allow more imports of U.S. grains, to-

bacco, and citrus commodities. Japan was requested to ease quotas on foreign

beef and citrus imports.'
It is generally hoped that by the end of July 1978, tariff cuts averaging 40

percent will be agreed on and that final agreements will be signed by the end of

10 "MTN News," U.S. Department of Commerce, January 1978, p. 1.
11 "MTN," U.S. Department of Commerce, March 1978, p. 1.
12 "U.S. Requests Easing Bans on Trading," The Washington Post, November 2. 1977,

and "U.S. Lists Goals For Trade Talks," The Journal of Commerce, November 2, 1977.

28-747-78-15
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the year. Reaching agreements on non-tariff barriers is expected to be more dif-
ficult and take longer.

The International Wheat Agreement negotiations and the MTN
Negotiations for a new International Wheat Agreement (IWA) have been

going on since 1975 at the International Wheat Council. Despite substantial
progress in negotiating an acceptable agreement, some disagreement persists
between the EC and U.S. The ramifications of this disagreement could be im-
portant in the MTN.
The EC insists that a wheat agreement will first of all include minimum and

maximum fixed prices and secondly, that it be tied to a similar agreement for
coarse grains. The U.S. and other nations are supporting an agreement which
would stabilize wheat prices within a price range and contend that coarse grains
should be dealt with separately, for example, in the MTN.
In March 1978, Finn Gundelach, the EC agricultural commissioner, stated that

only a cereals agreement, including coarse grains and wheat, would be acceptable.
He also commented that while agriculture was essential to any agreement at the
MTN, coarse grains were essential for agreement on agriculture.' This announce-
ment strongly reiterates the EC's position that agricultural commodities such as
grains, meat and dairy products must be handled through individual multilateral
agreements.

Concluding comments
In commenting on the EC's attitude toward the MTN, USDA's Foreign

Agricultural 'Service Administrator stated, "The list of EC requests for trade
concessions from the United States in the request-offer procedure is insignificant.
This reflects, in part, its insistence on separate agreements in grains, meat, and
dairy, 'but there is also the disappointing implication that the Community has
little interest in negotiations in agriculture."
Both Gundelach and Strauss still believe that some agreement can be reached

by the end of July 1978. Since the EC-U.S. disagreements have hindered the
progress of the MTN in the past, their opinion that progress on tariff Issues will
be made this year is encouraging.
From the information that is publicly available, it is impossible to provide

better estimates on the extent to which and the value that the final trade conces-
sions under consideration will have on U.S. agricultural exports.

TRADE EXPANSION THROUGH BILATERAL AGREEMENTS

In addition to mutlinational discussions, the United States has negotiated sev-
eral long-term trade agreements with individual nations.
Long-term •agreements have the effect of assuring U.S. exports to a given

market, even when the purchaser has harvested an adequate crop and would not
need such imports if not previously committed to the purchase.

Bilateral agreements of cooperation and of exchange of agricultural data also
have been negotiated by the U.S. These agreements assure adequate knowledge
of supply and demand situations abroad, and the size of possible markets for
U.S. products.
In August 1975, the U.S. and Japan agreed on an informal three-year trade

plan for grains and soybeans. The Japanese agreed to annually purchase approxi-
mately 3 million tons of wheat, 8 million tons of feed grains, and 3 million tons of

la "No Wheat Agreement Without Coarse Grains," The Journal of Commerce, March 10,
1978.

14 “In Trade Negotiations: Momentous Weeks Ahead?" Foreign Agriculture, USDA,
January 16, 1978, p. 3.
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soybeans. The U.S. agreed to make these commodities available, regardless of
other buyers in the market.
In October 1975, the U.S. negotiated five-year trade agreements with Poland

and the Soviet Union. The Poles agreed to buy 2.5 million tons of U.S. wheat
and corn each year, with the possibility of a 20 percent fluctuation. The Soviet
Union agreed to purchase annually 6 to 8 million metric tons of U.S. wheat and
corn, in approximately equal amounts. Purchases in excess of 8 million tons re-
quire government-to-government negotiations.
Recently, the U.S. has signed bilateral agreements with Mexico and Japan.

The U.S.-Mexican Trade Agreement was signed December 2, 1977 and is the first
agreement of this type to be made between the two countries since 1942. The
negotiations for the agreement began as part of the MTN Tropical Products dis-
cussions. It is the first agreement the U.S. has entered into as a result of such
negotiations and under the provisions of the U.S. Trade Act of 1974.
Tariff concessions were made on U.S. imports from Mexico totalling a value of

$63 million (1974 figures). Duties were reduced on such items as dried chickpeas,
watermelons, 'mangoes, pineapple, and cantaloupes.
In return for U.S. concessions, Mexico allowed concessions on $50 million

worth of I.T.S. exports to that country. Such concessions were on a variety of
agricultural products, poultry troughs or feeders, and agricultural machinery
and tools. The specific concessions by both countries are shown in Table I which
follows.'

TABLE I.—U.S. AGRICULTURAL CONCESSIONS

Current IIAFrt 1
ltern duty rate

1976
In thousands

ad valorem Concessional
equivalent MFN 1 duty
(percent) rate 2

1976 U.S.
imports

1976 U.S.
imports from

Mexico

Dried chickpeas, split   1.2¢/lb 4.8 0.5e/lb $69 0
Dried chickpeas, other.  1.4¢/lb 6. 4 0.5i/lb 1,631 $1, 070
Cashew apples, soursaps, sweetsaps, etc_ 7 percent 7.0 2.8 percent... 77 1
Mangoes, fresh (December to March).,.. 3.75¢/lb 17. 1 1.5¢/lb 515 411
Mangoes, prepared or preserved 2,  3.750/1b 7. 9 1.5¢/lb 397 35
Cantaloupes, fresh (December to March). 35 percent__ 35. 0 14 percent 2, 708 2, 626
Watermelons, fresh (December to March). 20 percent 20.0 8 percent 1,892 1,824
Pineapple paste and pulp  15 percent 15. 0 6 percent (4) (4)

Quince paste and pulp  15 percent 15.0 6 percent (5) (5)
Candied pineapple  8.5 percent_ _ _ 8.5 3.4 percent_ _ _ 2,101 1,121
Inedible molasses  0.0120/lb .3 Free 111, 119 23, 883
Spirits of turpentine  5 percent 5. 0 Free  1, 601 889
Broomcorn  $10/ton 1.0 8 percent 13, 012 12, 938
I stle, processed  20 percent 5 0 Free 4,034 4,032
Straw, processed  5 percent 5.0 Free 3, 570 2,612

Total agricultural 142, 726 51, 442

Most-favored-nation.
2 These duties will be phased in over the next 1 to 7 yrs, in accordance with the maximum staging authority provided in

the 1974 Trade Act.
, The concession on prepared mangoes will be implemented only after the principal supplier, India, makes a concession

to the United States.
4 Exact value of imports is unknown; however, it is not more than $50,000.
5 Minimal.
Currently suspended.

15 "U.S. Mexico Sign First Trade Agreement in 35 Years," Foreign Agriculture, USDA,

p. 7-9.
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duty rate I al duty rate 2
Item

MEXICAN AGRICULTURAL CONCESSIONS

In percent

Original Concession- Current
temporary

rate

Mimmum
specified level 1976 U.S. exports to
of unrestrict- Mexico
ed imports 4  
(thousand Thousand Thousand
pounds) pounds dollars

Evaporated milk  50 25.0 10 a 29, 216 40, 273 10, 962
Baby formula, powered 50 25. 0 10 E 7 7 14 58
Shell eggs, except for hatching __ 50 25.0 10 665 1, 687 636
Lard 35 25.0 10 a 4, 423 0 61, 239 12,981
Tallow 25 25. 0 10 6 102, 638 56, 628 9, 549
Canned fruit cocktail 100 50.0 20 610 2, 250 545 138
Essential lemon oil 75 37. 5 35 6 50 11 9
Lecithin 25 25. 0 10 6 2, 698 539 179
Soy flour or meal, nondefatted 50 50. 0 Free Unrestricted 4, 192 594
Cottonseed and peanut flour, nondefatted_ 50 50. 0 Free Unrestricted 1, 313 132
Soybean, cottenseed, and peanut oilcakes
and other residues, defatted 10 10.0 Free Unrestricted 22, 268 1, 581

Vegetable protein and products: 267 127
Soy protein concentrates, soy protein

hydrolysates, and textured soy
proteins 35 35.0 10 Unrestricted

Pure vegetable proteins, hydrolized_ 35 25. 0 35 Unrestricted
Vegetable protein isolates 25 20. 0 10 Unrestricted

Total agricultural 36,946

Duty rate in effect at the time of the U.S. request—spring, 1976.
2 Rate at which duties are bound by current agreement.
a Put into effect in September 1976, following the devaluation of the Mexican peso.
4 Initial licensing level based on total trade in base year, 1974. The agreement provides for a growth factor to be

added to these levels each year.
5 Destined for the free zone.
Destined for the interior.

7 Powder equivalent of 30,000 kg of liquid baby formula.
9 Destined for the free zone and the inte:ior.
a This figure is overstated, as U.S. export classifications apparently include fats not included in the Mexican import

category.
10 Represents 50,000 cases (45 lb. each).

Source: Foreign Agriculture, Mar. 13, 1978, p. 8.

The U.S. reportedly expects this agreement to serve as a precedent for negotia-
tions with other developing countries in concessions on agricultural products.
The $8 billion trade imbalance between the U.S. and Japan prompted the nego-

tiation of a trade agreement. The agreement was signed January 13, 1978. Table
II shows the value of trade between the U.S. and Japan.

Table II, Data for 1977—Major Commodities in U.S.-Japan Trade

(In billions of U.S. dollars)

U.S. exports: Japanese exports:
Food and live animals 2.2 Cars, trucks and motorcycles 5.4
Soybeans .9 TV's, stereos, and radios 3.1
Logs and lumber .9 Steel 2.8
Coal  .9 Machinery, nonelectric 5.0
Chemicals  1.0 Other  2.3
Other  4.5

18.6Totals  
10.4Totals  

Source: CRS Issue Brief 78025.

Japan has announced certain tariff reductions that will be effective immediately
in advance of the MTN conclusion. These average a 23 percent reduction on 318
items, which represents $2.6 billion in 1976 Japanese imports, of which $724 mil-
lion is from the U.S."

" United States/Japanese Trade Relations and the Status of the Multilateral Trade
Negotiations. Hearing. Committee on Finance. Subcommittee on International Trade United
States Senate. February 1, 1978, p. 11.
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In order to increase access to Japanese markets, the specific concessions Japan
will make in agriculture include:

1. On imports of high quality beef, measures will be taken to increase yearly

quotas by 10,000 tons beginning with the next fiscal year.
2. On orange imports, a three-fold increase in the quota to 45,000 tons is planned.
3. On the citrus juice quota, there will be a four-fold increase to 4,000 tons.
4. An inter-industry citrus group will be formed, to study current and future

developments and report to their governments by next November 1.
5. A forest products study group will be sent to the U.S. Northwest to upgrade

and expand this trade."
In addition, quotas were removed on 12 agricultural products, credit was ex-

panded for imports, and sales opportunities for foreign suppliers under the gov-
ernment procurement system wereimproved. The U.S. feels this is a step in open-
ing Japanese markets to U.S. agricultural exports but notes that rigorous im-
plementation of the agreement will be necessary in order to improve the U.S.-
Japanese agricultural trade imbalance.

TRADE EXPANSION THROUGH EXISTING PROGRAMS

The United States Government maintains a variety of programs to promote
agricultural exports. The programs include such activities as guaranteed credit
sales, trade fairs, supplying. market information, food aid shipments, and multi-
lateral negotiations on trade barriers.

Commodity Credit Corporation export credit sales

The Export Credit Sales Program was established in 1956 under the legal
authority of the Commodity Credit Corporation Charter Act. The program was de-
signed to help the United States maintain its share of traditional markets and
establish new outlets for U.S. farm products.
Each month the Department of Agriculture announces the commodities eligible

for the credit program, and the current interest rate. Financing may be granted
for exports on a deferred payment basis for periods from 6 months to 3 years,
though financing is generally limited to 1 year. Commodities are exported from
private stocks rather than Government-held supplies. Eligible commodities may
include grains, tobacco, cotton, vegetable oils, tallow, breeding cattle and swine,
dry edible beans, and dairy products.

U.S. private exporters may apply to the Department for approval to export an
eligible commodity. After receiving approval and after shipping the approved
commodities, the exporter is paid by the CCC, and he assigns his account receiv-
able to the CCC. The foreign buyer must supply the CCC with an irrevocable let-
ter of credit, issued by a U.S. or foreign bank. As payments fall due, the CCC
draws under the letter of credit for the amount financed plus accrued interest.
Financing is limited to the f.o.b. value, which excludes freight costs.
Exports financed under the Export Credit Sales program in fiscal year 1977

totalled $755.3 million, a near record. The peak year of financing was fiscal year
1973, at $1,029 million. Financing declined shaply in fiscal year 1974 ($298 mil-
lion) and fiscal year 1975 ($249 million). In fiscal year 1976 the budget author-
ization was set at $900 million to assist lagging export demand. The budget for
fiscal year 1977 was set at $1 billion and for fiscal year 1978 the figure is $1.7
billion of credit available to foreign buyers.
The CCC sales program has been helpful in expanding U.S. farm markets in

Eastern Europe, North America, and other areas and has been useful in meeting
competition from other suppliers who also provide credit terms. in fiscal year
1976 and the transitional quarter, for example, the CCC made available approxi-
mately $250 million of short-term credit to Eastern Europe. Most of the funds
were used to purchase U.S. feedgrains, wheat and soybeans. The use of CCC
credit is limited to Poland, Yugoslavia, and Romania. East Germany, Czecho-
slovakia, Hungary, and the USSR are not eligible, because they lack "most
favored nation" status. Section 402 of the Trade Act of 1974 limits the use of
Government credit to nations with most favored nation tariff privileges.

Department of Commerce activities
The export promotion programs of the U.S. Department of Commerce are

designed to overcome gaps in U.S. exporters' knowledge of foreign sales op-

11 "MTN News," U.S. Department of Commerce, February 1978, p. 2.
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portunities. The Department alerts U.S. firms to trade possibilities abroad, as-
sists firms to identify and contact potential agents and buyers, and assists firms
in competing for specific contracts. The Department provides more general in-
formation as well, such as trade statistics and regulations, and upon request
will provide advice on where and how to export. The Department also alerts
foreign firms to the range of products available from the United States, and
helps foreign firms identify potential U.S. suppliers.

Foreign agricultural service activities
The Foreign Agricultural Service, established in March 1953 within the De-

partment of Agriculture, performs a variety of service functions to promote
agricultural exports. Its primary mission is to help farmers, agribusiness, and
traders develop export markets in countries throughout the world. To that end,
the FAS performs five basic activities.
(1) The FAS maintains a worldwide agricultural intelligence and reporting

service covering 114 countries, which provides the U.S. agricultural industry
with data on supply and demand situations, government trade policies, and
market opportunities.
(2) The FAS analyzes the data collected and makes forecasts of export

potential for individual commodities.
(3) The FAS provides detailed country/commodity analyses, including price

reviews, trade policies, and supply and demand situations. More than 130 coun-
tries and over 70 commodities are covered.
(4) The FAS cooperates with private trade groups in market promotion

activities abroad.
(5) The FAS coordinates and directs Department of Agriculture participa-

tion in the formulation of trade programs and agreements which will expand
and stabilize world trade in U.S. products. The purpose of the international
trade program is to reduce restrictive trade practices of foreign nations which
have the effect of discouraging imports of U.S. farm products. This is accom-
plished through bilateral and multilateral consultations and negotiations.
The market development program promotes commercial export sales of farm

products. The program is carried out in cooperation with more than 60 agricul-
tural trade and producer groups and state departments of agriculture. Virtually
every U.S. farm product entering world trade is represented. Activities jointly
financed with cooperators include educational programs, demonstrations, trade
missions, advertising, and merchandising. The FAS also holds its own trade fairs,
operates a trade operations referral service, and puts potential buyers in con-
tact with U.S. cooperators. Analysis of commodity trade patterns, projections of
short-term fluctuations, and the effect on American exports are less direct but
important parts of the export promotion program.
Recent promotional activities have included: (1) an exhibit of fruits, nuts,

vegetables and wines in Tokyo, (2) food shows in Amsterdam, Brussels, and
Abidjan, (3) visit to Lagos by a food industry and trade team, (4) demonstra-
tions of feedlots in Poland, (5) a soy protein seminar in Singapore, (6) a year-
long market test in Great Britain for U.S. peanut butter, and (7) a new wheat
promotion office in Morocco.

Concessional exports and food aid
In 1954 the United States enacted Public Law 83-480. commonly called the

Food for Peace Act, to promote farm exports and to provide assistance to needy
nations. In the early years of the program, farm commodities sent abroad were
surplus products owned by the Commodity Credit Corporation. Since 1966, the
commodities have not necessarily been in surplus, and in recent years the Gov-
ernment has purchased the commodities on the open market.
The concessional sales program under Title I provides U.S. farm products to

friendly nations at longterm, low-interest rates. As amended in 1977, Title I
requires that not less than 75 percent of the commodities go to nations that meet
the GNP poverty level requirement of the International Development Association.
Title II of the Food for Peace program provides for donations through humani-
tarian relief efforts. As amended in 1977, the legislation provides for a minimum
of 1.6 million metric tons to be shipped annually.
The programming level for P.L. 480 in 1978 is $1.2 billion. During the 23 years

of the program, the annual value of commodities Shipped has varied from $0.9
billion in 1974 to $1.6 billion in 1965.
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The Food for Peace programs have promoted trade directly through the export
of surplus commodities and by Government purchases for export. But the pro-
grams have promoted trade indirectly as well. Many nations which entered the
program originally as aid recipients have become commercial markets for U.S.
goods. Foreign customers accustomed to U.S. products and trade procedures
tended to maintain trade ties as their economic status improved. Also, part of
the proceeds derived from Title I sales are earmarked for commercial market
development by the Department of Agriculture. The aid programs under Title
II have given rise to the development of blended foods, such as corn-soya-milk,
which may be able to enter the commercial market, or may be sold under Title I.
Through private trade agreements, concessional commodities may also en-

courage the development or local industries which will eventually open a new
commercial market for U.S. products. For example, a Jamaican firm imported
U.S. corn on credit, sold the corn in the local market, and used the proceeds
to construct a cornmeal plant. The plant, in turn, imported U.S. corn on a
commercial basis.

Export-Import Bank
The Export-Import Bank was established in 1934 by executive order, for the

purpose of extending emergency credit to finance exports, including agricul-
tural exports. The Bank was continued by acts of Congress in 1935, 1937, 1939.
and 1940. The Export-Import Act of 1945 established the Bank as an independ-
ent agency of the Government. The most recent amendment to the law extended
the Bank's operation through June 30, 1978.
The Bank is directed by legislation to assist in financing export transactions

for which financing otherwise would not be available but which have a good
chance of repayment. The Bank may use direct loans, may guarantee loans al-
ready made, may purchase existing loans, or may offer insurance against loan
default.
Under the direct loan program, a U.S. bank may apply for Export-Import

Bank participation in an export loan, usually a multimillion dollar loan. If the
Bank deems participation appropriate, it may provide a portion (usually 30 to
55 percent) of the contract value. The foreign buyer provides a down payment
of -approximately 10 percent. The interest rate charged by the Bank is less than
the commercial bank rate and the "blend rate" offered to the buyer makes the
U.S. contract attractive.
Under the loan guarantee program, a commercial bank provides the full

amount of the loan and the Export-Import Bank guarantees a high percentage
a the loan against loss. The Bank usually requires a down payment by the
buyer. To encourage U.S. banks to finance exports in periods of tight money,
the Export-Import Bank will guarantee loans, in advance, to be discounted over
the year.
Smaller-size loans may be handled through a program of cooperative financ-

ing with banks of other countries. The Bank will lend up to 50 percent of the
value of a loan to be made by a foreign banking institution that will then loan
the full amount to the buyer. The foreign bank assumes the full credit risk.
The Export-Import Bank also assists exports indirectly through the Private

Export Funding Corporation (PEFCO), established in 1971. PEFCO is owned
by a group of commercial banks, industrial companies, and an investment bank-
ing firm. All export loans financed by PEFCO are unconditionally guaranteed by
the Export-Import Bank.

Overseas Private Investment Corporation
Under the general legislative authority of the Agricultural Trade Develop-

ment and Assistance Act of 1954 (P.L. 480) and the Foreign Assistance Act of
1969, the Overseas Private Investment Corporation was authorized as an inde-
pendent agency in 1969. OPIC encourages private U.S. investment in friendly
developing nations by insuring investments against political risks. OPIC en-
courages only those investments considered beneficial for both the United States
and the host country. Loan guarantees are not made for projects that would
produce products to be exported to the United States in competition with -U.S.
products. In some cases OPIC-insured investments directly stimulate U.S. farm
exports. Other projects indirectly stimulate U.S. exports by helping developing
nations increase their purchasing power.
In February 1978 the U.S. Department of Agriculture and OPIC announced a

joint program to increase market demand for U.S. feedgrains and to improve diets
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in developing countries. The program encourages U.S. companies and cooperatives
with recognized capabilities in agricultural management and marketing to help
expand and improve the livestock and processing industries of developing nations
which cannot efficiently produce feedgrains or soybeans. Some of the conntries are
potentially large markets for U.S. feedgrains, wheat, soybeans, and rice. A meat
industry would improve diets of the local populace and would assure demand of
basic commodities produced by American farmers. The OPIC program announced
in February will focus on livestock production, milling facilities, and storage. As
with all OPIC programs, they must be compatible with the host country's eco-
nomic development and nutritional policies.

CURRENTLY INACTIVE PROGRAMS

Export subsidies
Although the export payment program is currently inactive, it remains within

the authority of the Commodity Credit Corporation. Under the program, when
operative, the CCC provided direct subsidy payments or payments-in-kind to ex-
porters of specified farm commodities. The subsidies provided the differential be-
tween the world market price and the higher U.S. price, making it economically
feasible to export U.S. goods. Major commodities covered by the program have
been wheat, wheat flour, rice, and tobacco.
The wheat export subsidy program began in 1949 to help the United States

meet its obligation to export wheat at prices agreed to under the International
Wheat Agreement, to ensure that U.S. wheat was competitive in world markets,
and to reduce Government inventories. The Secretary of Agriculture had the re-
sponsibility for deciding whether or not a subsidy would be paid, and at what rate.
Subsidy rates were announced daily. Because of rising commodity prices, the
wheat export subsidy was reduced to zero on September 22, 1972
• 

.
Yrom 1964 to 1973 almost 30 percent of all U.S. agricultural exports moved

under the export subsidy program. Annual percentages varied from 23 to 35 per-
cent. The payments were suspended for individual commodities when payments
were considered no longer necessary to promote foreign purchases.

Barter
The barter program was temporarily suspended on July 1, 1973: To fulfill

transactions made prior to that date, some exports occurred in fiscal year 1974
($293.8 million) and fiscal year 1975 ($4.6 million). From 1964 through 1974 the
barter program accounted for 5 percent of U.S. agricultural exports. The pro-
gram moved into world markets quantities of U.S. farm products that could not
have been exported for dollars. Some products received by barter could not have
been obtained otherwise. The exchange also generated purchasing power abroad
and kept U.S. dollars at home.
Under the barter program, the CCC exchanged surplus commodities it held or

controlled for strategic materials or needed goods and services. Barter contracts
specified the materials to be delivered, the origin of the material, the agricultural
commodity to be exported and the country of destination. In a typical transaction,
an American firm would buy a material abroad, sell it to the CCC at or below the
world price, take payment in a surplus agricultural commodity, and sell the com-
modity on the world market. The funds generated abroad were used by the
Agency for International Development or the Defense Department to obtain
needed goods and services.

POSSIBLE WAYS TO EXPAND EXISTING PROGRAMS

Several alternatives to expand U.S. farm exports through existing programs
are possible, though one must remember that policies which assist one segment of
the U.S. agricultural industry are not always beneficial or acceptable to other
segments. For example, as the Flanigan report 18 pointed out 'several years ago,
the U.S. policy toward freer trade with the European Community would probably
help grain farmers and livestock producers, but could be harmful to the U.S.
dairy industry. The EC would have a comparative trade advantage in dairy
products. Other constraints that must be considered in planning for export ex-

Agricultural Trade and the Proposed Round of Multilateral Negotiations. Reprinted
in Congressional Record, April 12, 1973, pp. 12032-42.
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pansion are the cost to the U.S. taxpayer, impact on U.S. food prices, opposition
from competitor nations with whom the U.S. needs to cooperate on other matters,
and opposition from foreign agricultural interests.
Perhaps the most obvious method for increasing U.S. agricultural exports is

to enlarge the scope of existing programs. This might by done by increasing the
number of nations eligible for credit assistance, by changing credit terms avail-
able, by focusing more attention on export promotion within the Departments of
Agriculture and Commerce, by increasing Government-financed food shipments,
by reactivating dormant programs, or negotiating bilateral and multilateral
agreements.

Section 402 of the Trade Act of 1974 limits the use of Government credit pro-
grams to those nations holding "most favored nation" tariff status. By extend-
ing access to U.S. credit, markets for American farm goods might be increased,
particularly in Eastern Europe and some developing nations. The CCC Export
Credit Sales program was successful in promoting grain sales to Poland in 1975-
76; East Germany was also a large purchaser of U.S. grains and would prob-
ably have purchased even more had some type of credit been available.
Several bills now pending in the 95th Congress would make non-market-economy

countries eligible for CCC credit programs. ( See Appendix) Some bills, such as
H.R. 10377 and S. 2385, would make Communist nations eligible for any CCC
program (except Food for Peace) under which credit, credit guarantees, or in-
vestment guarantees were extended. These bills also would authorize commer-
cial sales of agricultural commodities out of private or CCC stocks on credit
terms in excess of three years but not more than ten years. The current credit
terms are limited to three years.
Repayments could work in different ways. Some bills would require that repay-

ments to the United States be placed in a fund for the purpose of extending addi-
tional loans. Under other proposals, the credit could be direct loans to be repaid in
dollars with interest at a rate which would be equivalent to the average cost of
borrowed funds plus one-half of one percent; or the guarantee of 90 percent
of the value of loans made by U.S. commercial financial institutions.
The bills also would direct the Secretary of Agriculture to take reasonable pre-

cautions to safeguard usual marketings, avoid displacing commercial cash sales
for dollars, and to require commitments from purchasers that would prevent re-
sale or transshipment of U.S. products purchased on CCC credit. They would re-
quire that no sale be made unless the Secretary of Agriculture determines that
such a sale would (1) develop, expand or maintain such country as a long-term
foreign market for commercial sales, (2) increase the sale and export of U.S. farm
commodities on a long-term basis, (3) improve the marketing, storage, handling
or distribution in such country of U.S. commodities, or (4) otherwise improve the
capability of such country to purchase and utilize U.S. farm products.
Some proposals would use the CCC credit program and the multilateral trade

negotiations to increase the U.S. share of agricultural commodities in world
trade, and would authorize CCC financing for exporters of U.S. farm commodities
who wish to extend deferred payment terms not to exceed three years to foreign
buyers for the purpose of meeting foreign competition and making additional
sales. Repayment would be made in dollars.
Several bills would express the sense of the Congress that the CCC make

available credit at levels to assure that total U.S. credits available for the ex-
port of agricultural commodities would bear the same ratio to total U.S. credits
available for the export of non-agricultural commodities as the value of U.S.
agricultural exports bears to the value of U.S. non-agricultural exports.
The existing export-sales promotion programs under the direction of the

Foreign Agricultural Service and the Department of Commerce might focus
more directly on potential growth markets for U.S. products. Promotion of grain
sales in Eastern Europe and promotion of poultry and processed foods in the
Middle East are obvious examples of cooperative efforts that could benefit various
segments of U.S. agriculture.

Several bills pending in the 95th Congress would authorize and direct the
Secretary of Agriculture to establish between 6 and 25 United States Agricul-
tural Trade Officers for the purpose of developing, maintaining, and expanding
international markets. The Agricultural Trade Officers would report to the Ad-
ministrator of the Foreign Agricultural Service or to any other person the
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Secretary might designate. The bills also would upgrade the position of agricul-
tural attaches in U.S. diplomatic missions by changing their title to Agricultural
Counselor, and adding to their duties comprehensive reporting on the supply
and demand situation of the host country. ( See Appendix).

Sales promotion programs also might shift emphasis in terms of commodities.
For example, it has been suggested that the U.S. shift its efforts from grain sales
to meats and processed foods. Spokesmen in favor of the plan contend that in-
creased exports of meat would benefit all sectors of the agricultural industry.
Grain farmers would have the same market demand for their products, through
the market would be domestic instead of foreign. The livestock industry would
benefit from expanded markets for its products, and the meat processors would
share in the economic benefits of expanded exports. A second example of a
possible shift in commodity emphasis would be to expand the promotion of
blended foods. Some of these products have already been sold on concessional
terms and a few nations have made inquiries about commercial purchases. An
educational program on the nutritional value and uses of these foods could
boost sales.

Concessional sales and food aid programs can be expanded or contracted rel-
atively easily. Because the Government holds few stocks, most of the exports
under these programs represent Government purchases on the commercial
market. The major constraints on the program are the cost to the taxpayer,
the availability of specific commodities, the ability of the recipient nation to
handle the shipments, and the broader policy objectives of the United States.
A less direct method of expanding U.S. export trade would be to reduce foreign

competition. A recent example of this approach focused on world palm oil pro-
duction and the competition that palm oil presented to U.S. soybean exports. The
United States announced in July 1976 that it would no longer support loans by
international financial institutions to develop more palm oil for export purposes.
Department of Agriculture officials believed that this announcement would have
the effect of drying up funding from international institutions which the United
States supports, such as the World Bank. Similar policies could be used to limit
the development of other competitive exports by nations dependent on interna-
tional loans. This approach would have a limited effect, however, and could
possibly have a negative effect if the international reaction was to erect trade
barriers against U.S. products.
By negotiating bilateral trade agreements, the U.S. Government and/or private

trading firms could assure larger sales in selected markets and for selected prod-
ucts. For example, a buyer who wished to be guaranteed a minimum amount of a
certain commodity in time of shortage might be encouraged to sign a multi-year
purchase agreement, indicating his intention to buy the minimal amount each
year for several years. In exchange the U.S. agent would guarantee the avail-
ability and sale of the minimal amount for the duration of the agreement. The
advantages Of such purchase agreements include the relative ease with which
they can be negotiated (in contrast to GATT negotiations, for example) and the
absence of a direct cost to the American taxpayer.
Because of the potential use of export controls by the U.S. Government, private

longterm trading agreements may not be acceptable to foreign buyers. On the
other hand, if the U.S. Government should offer an agreement that included assur-
ances against export restrictions, more foreign buyers might be willing to sign
longterm agreements.

Several bills in the 95th Congress would declare the sense of the Congress that
the President direct (1) U.S. trade negotiators to give highest priority to im-
proving U.S, access to the markets of the European Community and Japan, (2)
the Department of Agriculture to program in fiscal year 1978 a minimum of $1.5
billion for Title I of Food for Peace, (3) the CCC to extend an additional $500
million line of credit to eligible nations, and (4) the Export-Import Bank to ex-
pand its agricultural loan guarantee program to include all U.S. farm commodi-
ties. (See Appendix)
The barter program is currently inactive, but the legislative authority for the

program still exists in Section 303 of P.L. 83-480. During recent discussions on
U.S. "food power" issues, one of the possible uses of food power frequently men-
tioned has been the barter of food for strategic materials, such as minerals. Be-
cause the Government owns little food, it would have to purchase the commodi-
ties on the open market before initiating barter negotiations.
The export subsidy program of the CCC also is currently inactive but could be

reactivated for specific products.
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POSSIBLE GROWTH MARKETS FOR U.S. FARM PRODUCTS

Communist nations"
l'erhaps it is with good reason that several pending bills of the 95th Congress

deal with removal of trade restrictions on the Communist nations. The centrally
planned countries, particularly Eastern Europe and the Soviet Union, have been
among the fastest growing markets for U.S. farm products in recent years. They
have additional growth potential, particularly in the livestock and feed sectors.
The expansion of East-West trade in the 1970s has been dramatic. For U.S.

agriculture, the increases was 14-fold from 1970 to 1976. The outlook for 1978 is
favorable because of Soviet grain purchases and Chinese cotton and soybean
purchases. The Foreign Agricultural Service estimates that the Communist na-
tions could become a $5 billion market for U.S. farm products by 1980, and could
approach the $6 billion market level of the European Community.

Special obstacles exist to expansion of East-West trade, however. The United
States does not grant "most favored nation" tariff status to most of the Com-
uaunist countries; the exceptions are Poland, Romania, and Yugoslavia. Title IV
of the Trade Act of 1974 prohibits most favored nation status and CCC credits
to nations that do not permit free emigration of their citizens. Bilateral trade
agreements with the Soviet Union and Eastern European nations have eased trade
barriers with those countries. Such agreements are unlikely with the Peoples Re-
public of China because of diplomatic non-recognition.
Eastern Europe is experiencing growth requirements for more and better pro-

tein foods. Rising per capita incomes are boosting demand for high quality
vegetable oils, and local production cannot match demand. The northern coun-
tries will need to import protein feeds for an indefinite period. New soybean crush-
ing facilities are scheduled to expand in Romania and Yugoslavia in 1978 and in
Bulgaria in 1979. The U.S. share of the soybean meal market has declined in the
1970s because of favorable Brazilian prices.
To promote the use of U.S. soybean products, the Foreign Agricultural Service

has scheduled a two-stage project through 1985. The first phase will involve dis-
tribution of information geared toward feed manufacturers and livestock pro-
ducers. The second will take place when the new crushing facilities begin opera-
tion. The United States will provide technical assistance to the plant managers to
assure production of high quality soybean meal and oil.

Developing nations
In the past, most of the U.S. funds spent on market promotion have focused

on the largest trading partners: Japan and European Community. But a large
number of countries included in the developing world are potential growth
markets. As foreign exchange becomes available to their governments and as per
capita income rises, these nations will look for imports to boost the nutritional
level of their diets. U.S. Department of Agriculture publications in 1977 and 1978
have noted the growth potential in Southwest Asia, North Africa, and the Middle
East.
Southeast Asia :2° A team of wheat marketing specialists visited 10 Asian coun-

tries in the spring of 1977. In their judgment, the market for U.S. wheat in Asia
would continue to expand for the next five years. The nations visited were Sri
Lanka, Singapore. Indonesia, India, Thailand, the Philippines, Taiwan, South
Korea, Japan, and Malaysia.
James Iso of the Foreign Agricultural Service wrote in April 1977 that the out-

look for exports of U.S. soybeans to Southeast Asia was favorable. Rising incomes
and changing eating habits would call for more imports of feedgrains. Brazilian
and Asian suppliers had a substantial foothold in the market but, in Iso's opin-
ion, Southeast Asia could become a new frontier for the United States and a
longterm growth market as local diets improved, particularly in populous In-
donesia and India.

19 Roger Neeta, East-West trade: boon to U.S. farmers. Foreign Agriculture, March 6.
1975: 2-5; Poland's grain crops up, but imports to stay high, Foreign Agriculture, May 9,
1977: 5-6; and John .T. Reddington. Eastern Europe seen as promising market for U.S.
oilseeds, Foreign Agriculture, February 20, 1978: 2-5.

so Richard K. Baum, U.S. wheat team sees Asian market growth. Foreign Agriculture,
September 26, 1977: 12-13; and James 'so. Southeast Asia--emerging growth market for
soybeans, Foreign Agriculture, April 11, 1977: 2-4.
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Middle East and North Africa: With their tremendous income from petro-
leum, nations of the Middle East and North Africa are growth markets for U.S.
exporters of wheat, feedgrains, rice, soybeans, frozen poultry, beef, fresh fruits
and vegetables, and processed foods. Iran and Egypt with their large populations
are rated as the best commercial outlets for grains, soybean oil and meal. Egypt
is also a candidate for food aid because of its foreign currency shortage and de-
velopment needs. Wealthy but sparsely populated nations such as Saudi Arabia
are commercial markets for consumer—ready products. The Saudis also are try-
ing to boost local production of sheep and poultry and need to import feedstuffs.

In 1977 U.S. exports of soybeans and products to the Middle East and North'
Africa topped $100 million for the first time. Market competition comes mainly
from Brazil and the European Community. The Foreign Agricultural Service and
the American Soybean Association have stepped up product promotion in the re-
gion to tap the growing market. The region has a population of 171 million in
19 countries. As incomes rise, so will diet expectations and food purchases.
One major focus of these countries is to improve the quality of local meat, par-

ticularly poultry. The Foreign Agricultural Service and cooperators are attempt-
ing to acquaint poultry operators with the value of soybean meal as an ingredient
in poultry feed. The FAS believes there is considerable potential for boosting the
quantity and quality of vegetable oils sold in the region.

APPENDIX

MAJOR FEATURES OF SELECTED BILLS ON AGRICULTURAL TRADE

H.R. H.R. H.R. H.R. H.R. H.R. H.R. H.R. H.R.
10377 10434 10520 10946 11096 11101 11294 11463 1180

Establishment of a 3 to 10 credit pro- X X X X   X
gram through CCC.
Reimbursement for actual costs X
Establishment of fund for extend-   X X X

ing additional loans.
Appropriation of funds as deemed     X

necessary.
Repayment of loans with interest  X
Guarantee of 90 percent of value     X

of commercial loan.
Ratio of agricultural export credit to   X X   X
nonagricultural export credit.

Eligibility of nonmarket economy X   X
countries for credit.
The 3 to 10 yr program  X   X
Any CCC credit program  X

Impact of title IV of Trade Act of 1974   X X X
on agriculture.

Restrictions on CCC credit sales   X
Precautions to protect commercial   X
sales for dollars.

Commitments to prevent resale or   X
transshipment.

Determination of long-term bene-   X
ficial effect of the sale.

Relation to multilateral trade negotia-   X
tions.

Increase in US. share of trade   X
Position of Deputy Special Repre-   X

sentative.
Sense of the Congress:

Improvement in markets of Japan   X
and EC. .

Expansion of Public Law 480, title   X
L

Expansion of CCC credit  X
Expansion of Export-Import Bank   X
loan guarantees.

Review of cost-effectiveness of   X X  
current programs and proposed
programs.

21 Edmund H. Drigg,s, The Mideast poultry outlet: problems and potential, Foreign Agri-
culture, May 16, 1977; 7-10; Frank J. Piason, Three nations lead Mideast/North African
buying of soy products, Foreign Agriculture, April 10, 1978; 6-7, 10-11; Frank J. Piason,
U.S. soybean, product exports gain in Mideast, North Africa, Foreign Agriculture, April 3,
1978: 2-5; Shackford Pitcher, Jordan boosting output of eggs and boilers, Foreign Agricul-
ture, September 26, 1977: 7; and U.S. consumer-ready foods finding a market in Iran,
Foreign Agriculture, May 9, 1977: 2-5.
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APPENDIX—Continued

MAJOR FEATURES OF SELECTED BILLS ON AGRICULTURAL TRADE—Continued

H.R. H.R. I-1.R. H.R. H.R. H.R. H.R. H.R. H.R.
10377 10434 10520 10946 11096 11101 11294 11463 1180

USDA reorganization:
Establishment of agricultural trade  

offices.
X X X X

Creation of 2 positions in place of  X X X  X
Assistant Secretary of Agricul-
ture for International Affairs and
Commodity Programs.

Upgrading of agricultural attaché  
jobs.

X X X  X

Establishment of import quotas X X X
Establishment of import tariffs and an  

agricultural export fund.
X X

Requirement that export prices be not  
less than 100 percent of parity.

X X

Congressional review of embargo or  
suspension of of a sale.

Designation of CCC as marketing agent  
for export sales of 7 commodities.

X

STATEMENT OF HON. DICK CLARK, A U.S. SENATOR PROM IOWA

Mr. Chairman, I very much appreciate the opportunity to appear before your
subcommittee this morning, and I appreciate your consideration of my bill
S. 2968. I believe that you have four bills under consideration, and that all have
the general purpose of increasing U.S. exports of agricultural commodities.
There are significant differences in approach proposed by these bills, but there
are also many similarities. I would hope that it would be possible to consider
these bills quickly, and gather proposals for modification and report to the Agri-
culture Committee a bill that can be passed into law very quickly.
I will be brief. I simply want to observe that of the two main components

of our agricultural policy, our foreign trade policy has always had stepchild
status. -That may have been appropriate years ago when our overseas sales
of agricultural commodities were small, and when we found foreign exchange
from agricultural sales to be more nearly an embarrassment than an asset.
But if that ever was the case, it is not now. Today, the success of our domestic
agricultural policy depends on the success of our foreign trade policy. I do not
think that fact is adequately appreciated, and I do not think that it is adequately
understood across the country, or in government.
Let me say that I know President Carter appreciates this fact because I dis-

cussed it with him Tuesday. We discussed our general need to improve agricul-
tural exports, and to strengthen our prices overseas. He is very much interested
in our foreign trade problems, and he asked me to keep him posted on the progress
of this bill.
He invited me to call Mrs. Kreps and discuss these proposals with her because

of the implications for the U.S. 'balance of payments and the value of the dollar.
And he implied that he thought more should be done in the -area of foreign
trade, especially foreign trade of agricultural products.
But I am not sure others in the government share the President's concern, or at

least have shared it in the past. Too often, U.S. policy seems to reflect the attitude
that foreign Market development programs are not really important. When
there are shortages around the world, our policy seems to reflect the view that
it is unnecessary to improve the basis for our agricultural trade, since we have
so much of the available supply, and foreigners must buy from us if they are to
buy anywhere.

When there are surpluses here and around the world, our policy seems to
reflect either the view that increases in foreign trade cannot be accomplished, or
if they can, there will not be enough to do any real good.

As a result, the foreign market development programs have been turned on
and off several times since World War II, but they have never been a central com-
ponent of our agricultural policy. They have been peripheral, operating in the
shadow of other efforts.

It is my view that we can no longer consider the foreign trade component of
our agricultural policy as secondary in importance. This is not because our
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domestic production or price policies are less important. It is because the success

of our domestic policies depends so heavily on the success of our foreign policies

and programs.
The importance of our export policies and programs has increased dramatically

since 1973. A change in economic circumstances and in world weather then

converted U.S. agriculture to an export orientation almost overnight. Almost
overnight, we came to depend on foreigners for markets for more than half of

our soybean production and a quarter of our corn production—our two principal

grain crops in Iowa.
And, we have a very positive balance of trade in agriculture, we sold $24 billion

worth of agricultural products overseas, in 1977, but bought only $13.4 billion

worth of agricultural products overseas—for a positive balance of $10.1 billion.

Clearly, our negative overall balance of trade would have been very much worse
without the agricultural exports.
The factors that moved us to an export oriented agriculture were worldwide

economic trends and weather, rather than a conscious change in our policy. Be-
cause we did not design the policy change, our system of efforts to maintain the
increase our overseas markets has not kept pace. It is important that we upgrade
these efforts, make them more viable and more effective, and that We ensure that

they are commensurate with the important role they play in maintaining and in-

creasing the prosperity of American farmers.
Each of the four parts of S. 2968 would help meet that goal.
I believe the intermediate credit provisions of the bill are the nioSt important.

They are additions to the current program. We have short term (up to 3 years)
commercial credits available from OCC at market rates. And, we have very long
term credit under Public Law 480 that permits repayment over a 10 to 40 year
period. However, for those purchasers who need somewhat better terrns than the
current 3 year CCC loans, but who do not need or who cannot qualify for the
concessional sales provisions under Public Law 480 long term programs, there
is now no adequate source of credit.
Many countries that are potential markets for U.S. commercial exports do

not. have adequate facilities to handle or store these products. In many cases,
these countries lack adequate credit to permit the construction of such facilities.
S. 2968 would permit loans for such facilities.

It is impossible to know how much credit is needed under this program, or

exactly what the cost would be. The program would operate through the existing
structure of CCC. The new authorities would permit loans, and Congress would
reimburse CCC after the loans were made. The loans would be at commercial
rates of interest, and would be repaid.
The level of loan activity under the program would depend on a number of fac-

tors, including the price of our products, and their availability both here and in
importing countries. USDA estimates outlays under this program at approxi-
mately $100 million per year for the first year and at higher levels later on.
The second feature of this bill is to establish U.S. agricultural trade offices in

a number of countries. We now have one such office in London. In the typical
setting in the U.S. diplomatic mission abroad, the management of U.S. market
development activities is but one of a large number of responsibilities agricul-
tural attaches must carry out.
They now work from their U.S. Embassy offices. Because the attaches' attention

must be divided and because cooperators and private trade representatives fre-
quently cannot conduct business on the same premises as the attaches, coordina-
tion and consolidation of activities are greatly hindered. Furthermore, many
nonresident exporters are discouraged by the lack of facilities and services at
their disposal for market development activities.
This bill would permit trade offices to be located outside embassies. They would

be headed by an assistant agricultural attaché and staffed by local nationals for
professional and clerical help.
The offices would provide the data for use by the strategic planning activities

needed to formulate long term market development programs and policies.
They would be responsible for the implementation and coordination of all USDA
export market promotion activities within each country.
They would assist visiting U.S. business representatives and nonresident coop-

erator personnel in their market development efforts, and would provide guid-
ance on the .use of Public Law 480 as a development tool for U.S. agricultural
markets.
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These offices would also provide assistance for exhibits, sales teams, the Trade
Opportunity Referral System and assist in developing the industry support for
removing trade barriers that inhibit U.S. agricultural exports.
Tweny-five such offices would be authorized by this bill. USDA estimates that

a gradual expansion would lead to the development of some 17 such offices dur-
ing the first 5 years of the program's operation. The operation of 17 offices would
require an additional $3.5 million and 56 staff.
The bill has two additional sections. One would upgrade the current position

of Assistant Secretary of Agriculture for International Affairs and Commodity
Programs to Under Secretary. The second would upgrade the position of the offi-
cials attached to the diplomatic missions of the United States from "Attaché" to
"Counsellor".
These are technical changes in structure, but they are important in making

this program more visible, and in making it work better.
The current Assistant Secretary of Agriculture of International Affairs and

Commodity Programs not only manages programs responsible for more than $10
billion dollars, but he must negotiate constantly with officials of the Department
of State and with officials of other Governments with regard to the operation of
our agricultural programs. He is constantly dealing with U.S. officials with Under
Secretary rank. This places him at a considerable disadvantage in his negotia-
tions, and it reduces the status of the agricultural programs he manages in the
view of those departments, and in the view of other countries. This discrepancy
in rank should be changed to give the representative of agriculture equal status
with those with whom he deals.
A similar situation occurs in the U.S. diplomatic missions. The rank of attache

is too low to permit agricultural representatives access to many of the meetings
and functions they need to attend. It significantly reduces the effectiveness of
these representatives. Increasing the status of these officials should help upgrade
our program of expanding agricultural exports, and make it more visible both
here and abroad.
Mr. Chairman, I have no illusions that these program changes would instantly

raise prices in our export markets. They would not. They are mainly technical
things to make our system of export activities work better. They are not costly,
and would far more than pay for themselves over the long run.
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