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THE INTERNATIONAL WHEAT AGREEMENT
TU ESDA Y, MA Y, 8, 1979

ir U nit ed  S ta te s S en a te ,
C om m it te e  on  F or eig n R el ati ons,

Washington, D.G.
The committee met, pursuant to notice, at 2:40 p.m., in room 

4221, Dirksen Senate Office Build ing, Hon. Fra nk Church (chairman 
of the committee) presiding.

Pres ent:  Senators Church, McGovern, Sarbanes, Zorinsky, Jav its,  
Helms, and Hayakawa.

The C h a ir m a n . The hear ing will please come to order.

OPENING STATEMENT

Today the Committee on Fore ign Relations will receive testimony 
on the protocols to extend the Wheat Trade Convention and Food 
Aid Convention which, together,  comprise the 1971 Inte rnation al 
Wheat  Agreement.

In  addition, I want to use this opportuni ty to invite witnesses, Gov­
ernment and private experts in international wheat  matters , to com­
ment on the failu re of recent attempts to reach a new wheat agreement 
which would have contained substantive economic provisions. I will 
also ask tha t they comment on the likelihood and wisdom of seeking 
such an agreement in  the n ear future.

The importance of the American wheat farm er to the continued 
vita lity  of the American economy is, I  am sure, well known to most 
of those here today. Las t year, when the United States  registered its 
historically large $34 bill ion trad e deficit, only American agricu lture 
saved it from being worse by accruing a trade surplus of $13.4 billion. 
Wheat exports alone were responsible for $4.3 billion. Continued per ­
formance in the world marketplace by American farmers which has 
benefited both the United State s and the world economy, requires 
tha t farmers earn, on a regular basis, an adequate retu rn for the ir 
efforts, and not be subjected to  the  extreme gyrations in world prices. 
The Inte rnat iona l Wheat Agreement before us today lacks economic 
provisions which might  make this  goal achievable.

The In ternational 'Wheat Council, which will continue to function as 
a consequence of continued U.S. part icipation in this  Wheat Agree­
ment, has served a useful purpose both as a forum for discussion of 
world wheat problems and as the information collection and dis tri­
bution network on wheat price and production  activities. The mini­
mum food aid pledges of 4.2 million metric tons of g rain annually to 
needy nations through out the world will also continue with the exten­
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sion of the Food Aid Convention. These are  useful provisions in the 
current agreement.

It  is unfor tunate , however, tha t nations were unable to concur on 
new provisions which would have improved world wheat t rade  by re­
ducing trade barriers, moderating price swings, and enhancing food 
security, especially of poor nations. However, I was heartened to note 
tha t U.S. negotiators d idn ot accede to demands by other nations which 
might  have made a new agreement possible, but one which failed to 
improve the functioning of world wheat markets to benefit the Ameri­
can farmer.

However, recent failure to reach a new agreement should not, and 
must not, put an end to attempts to find a method of more equitably 
sharin g the burden of wheat stock accumulation and production 
adjustments due to shortages and surpluses in the international  mar­
ketplace. For too long the United States has acted as the world’s 
shock absorber during periods of both tight and excessive supplies. 
In 1978, for example, the United States  was the only nation  with 
a conscious reserve policy and the only exporting  nation which has 
traditionally taken the initiative to adjust supplies through acreage 
reduction.

A question has been raised as to whether the United  S tates or other  
major wheat exporters should use grain as a weapon agains t ever 
increasing prices of OPEC  oil—expressed by the slogan, “A bushel 
of wheat for a barrel of oil.” This proposal would require tha t major 
wheat exporting countries form a wheat cartel and link wheat prices 
to oil prices. While on its face the proposal may seem at tractive, i t has serious problems.

Firs t, in order for any wheat cartel to be effective, all major wheat 
export ing countries must be participan ts. Aust ralia and Argent ina 
have suggested that  they want no pa rt of such a cartel. This would 
leave the  United States and Canada to stand alone. Increasing the 
price of wheat to $20 a bushel in order  to match the price of a barrel 
of oil would gain nothing for the United  States or Canada in the 
long run. Rather, it would divert  purchases from us to other com­
petitive wheat exporters, or make it economical for formerly import­
ing countries to begin to produce domestically.

Second, charging $20 a bushel for grain would severely penalize a 
major ity of wheat consuming countries of the world who are not 
members of OPEC . In fact, A rab OPE C countries import only mini­
mal amounts of wheat from the United  States—less tha n 5 percent of 
all U.S. wheat exports.

Any action tha t wheat exporting countries take to raise wheat prices 
in order to provide a fai r return to wheat farmers must be taken as a 
united fron t and must take into consideration a responsibility for 
world food security, as well as providing farmers  with a fair  and 
adequate income. To my mind, an agreement by major  exporting  
countries on some minimum export  price for wheat could meet these 
objectives, while not unfa irly  burdening wTorld wheat consumers, or 
driving potential customers to other countries.

Our first witness this afternoon is the Honorable Henry  Bellmon, a 
Senator  from Oklahoma.

I am happy to welcome you here, Henry. Please take the wutness 
chair and present your testimony as you may desire.



Before we s tar t with the testimony, though, I want to acknowledge the presence of Senator Zorinsky.
Ed, sometimes down there at that end you get lost in the shadows. For a moment, I didn’t see you.
Do you have an opening statement tha t you would like to make ?
Senator Zorinsky. Thank  you, Mr. Chairman,  I  do not. But I would 

like to comment, jus t briefly, t ha t many of us are deeply saddened 
tha t we were not able to obtain a new Internation al Wheat Agreement. 
Our country has long continued to react, ra ther than be the initia tor of 
action concerning fa ir prices worldwide for wheat. We continue to 
become the residual seller of wheat.

We have to continue to strive to mainta in a will to the future for an Internatio nal Wheat Agreement, one th at returns a just and fai r 
profit. It  is not something tha t needs additional rhetoric. It  is some­
thing toward which we are going to have to strive much hard er in 
the future to help accomplish on behalf o f the many people we repre­
sent. I t is the only way this country is going to offset its deficit with a 
trad e balance with the rest of the world. I think this is extremely im­
portant. Indeed, this is one of the more important items to come before 
this committee with regard to the future economics of  agricul ture in this country.

Thank you, Mr. Chairman.
The Chairman. Senator Zorinsky, I certainly agree with your comments.
Senator Javits, do you have any opening remarks ?
Senator  J avits. Thank you, Mr. Chairman. I am here to listen and to learn.
I used to be called the “Window Box Farme r from Manhattan” when 

I was in the House of Representatives. [General laughter.]
I am glad to see tha t as ranking member of this committee, my estate is enlarged.
Thank you.
The Chairman. Window boxes are be tter for tomatoes than wheat.Senator Javits. Right .
I would like to affirm my strong conviction respecting the great role 

of agriculture, both in the humanitarian sense and in redressing the 
balance of trade. I  always believe in ridin g streng th as a technique 
for human action. I am very interested in what we can do and how we should do it.

I thank my colleagues for the ir expertise and I hope to learn and 
profit and will act accordingly.

Thank you, Mr. Chairman.
The Chairman. I believe this  may be the first occasion when it 

might be reasonably assumed tha t other members on this committee 
have a larger measure of  expertise in the subject matter than the Sena­
tor  from New York. I t rare ly happens. [General laughter.]

Senator  Bellmon, we look forward to hearing your testimony.
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STATEM ENT OF HON. HENRY BELLMON, A U.S. SENATOR FROM TH E 
STATE OF OKLAHOMA

Senator Bellmon. If  there is no objection, I would like to submit my 
prepared remarks for the record and will speak extemporaneously.1

The Chairman. That would be appreciated.
Senator Bellmon. Fir st let me say I think it would be a mistake 

to downgrade the expertise of the Senator from New York. His  son, 
as I  recall, went to Nebraska and worked in the wheat harvest 3 or 4 
years ago, and I  am sure tha t Senator Jav its  got a fai r amount of 
education, second hand, at least, from his son’s experience.

Senator J avits. That’s right.
The Chairman. I  withdraw the remark, then. [General laughter.]
Senator Bellmon. Also, at the beginning of my remarks I would 

like to express my own personal opposition to any kind of policy or 
program tha t this country might  embark upon which might attem pt 
to raise the price of a bushel of wheat up to a level of a bushel of 
crude oil. This is absolutely unworkable, to me, and I hope no one 
will get the impression that I  am here in support of any such idea.

The one point I would like to make most forcefully, however, is the 
fact  tha t at the present time, the United States and Canada  are 
selling thei r grain—primari ly wheat—at well below the cost of pro­
duction. I t is now costing something like $4 a bushel to raise wheat 
in this country, and tha t price varies, depending on the season, the 
land costs, and the prices of other production inputs. We are selling 
our wheat for less than it costs to grow it, and this  is a foolish and 
absolutely indefensible policy.

The reason we are doing this is because the United  States and 
Canada both are producing  more grain than the current world markets 
will accept, and the result is we price our grain low enough to t ry  to 
move it. The end result is we have the price now down to where we 
are threatening to drive a lot of growers out of the business.

I might say tha t I give you this informat ion based on my own 
personal experience. I am a wheat farmer, and every year, when I 
compute my income tax, I am absolutely appalled to see how much 
money our farm loses. I know th at farmers  who do not have the  side 
income of a Senate salary are in real difficulty. We just  cannot go 
on this way forever.

The problem is tha t we have had a situation  where we compete 
with the Canadians for a market that  is not as great as our supply.

I might also say tha t I think the committee is fortunate in being 
able to hear  Secretary Hathaway and Mr. Tom Saylor, who have 
recently been in the Southern Hemisphere and who, I am sure, will 
have a current report on conditions there.

Let me now get down to the specifics of my statement to the 
committee.

I was one of the people, along with Senator McGovern and Senator 
Melcher, who went to Winnipeg about a year ago to meet with the 
Canadian Wheat Board and with members of the Senate committee 
of the Canadian Parli ament to talk  about a joint  effort between the  
United States and Canada to find a way of pricing the grain  we 
export in a more realistic manner.

1 See p. 45 f or  S en ato r B ellm on’s p repared  s ta tem en t.
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We were given a very welcome reception by the Canadians. They 
recomiized that the present situation is damaging to both countries, 
and I took them li terally when they said that Canada is hurti ng worse 
than  we are. They are much more dependent upon wheat exports than  
is the United States. Therefore, I believe they are ready to work 
cooperatively to set in place some kind of mechanism to stop the 
cut- throat competition tha t is hur ting bo th countries.

What they would like to see us do is raise our wheat support prices 
to levels th at would guarantee  them a reasonable income. But  when 
we do that , they simply go all out and produce fence row to fence row 
and expect us to cut back our production to balance supply and 
demand. I am not at all persuaded tha t this is the right way to go.

On Februa rv 6 .1 introduced S. 356, a sense of the  Senate resolution 
to encourage the President to work w ith the Canadian authorities to 
establish a Grain Exp orting Stabiliza tion Commission. I  would like 
to take jus t a moment to explain the way I believe this Commission 
might  work.

The Commission, I would hope, would be made up of representatives 
of the United States, Canada, Aust ralia  and Argentina. These four 
countries together expor t more than 85 percent of the wheat that 
enters  in to world commerce.

The Commission, once it  is in place, would meet and assign to each 
of those four  countries, and to other countries that  might l ater  choose 
to become members, a share of the market based upon the historic  
level of exports. Then, the countries would also agree on a minimum 
price. I would suggest $4.50 a bushel. I  know th at Senator McGovern 
is recommending $5. But  I suggest a price somewhere in this range 
as the port  price. The farmer would get tha t price, less the costs of 
transpor tation and handling. So, it would come out to be between $4 
and $4.50 a bushel roughly at the farm.

COMPARING  COSTS OF PRODUCTION

The Chairman. May I ask a question at this point ?
Senator  Bf.llmon. Of course.
The Chairman. How does tha t price compare with the cost of 

production  in Argentina  or Austra lia, for example?
Senator Bf.lt.mon. It  would probably be better to ask that question 

of Secretary Hathaw ay. He has recently been there and I believe has 
current information.

The Chairman. All right .
Senator  Bf.llmon. The situation in Austra lia is different than  it  

is here  because much of the land there is owned by the government, 
as I unders tand it, and is leased to the producer so tha t land costs 
are substant ially less than  ours.

The Canadian cost, however, is not greatly  different than  ours. 
While Secretary Hathaway can answer this  bette r than I  can, I would 
imagine that  this price would be attractive to the Australians. But  
if they are limited on the amount of bushels they can export, then 
we would not expect to see a huge increase in thei r production. 

international grain commission

Once each country’s market share has been established and once 
the price has been set, then, if this Internatio nal Grain Commission
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operates the way T anticipate it would operate, it would establish a fee per bushel for grain to be exported. In other words, if the price at the  fa rm is $3 a bushel and we are trying to get the price up  to $4, then, in order for an American grain export ing company or for the Canadian Wheat Board to sell grain, they would first have to buy an export license or pay an export fee on the amount of wheat they 
wanted to sell.

To figure this out, let ’s use the simple figure of $1 per bushel. L et’s say that Continental Grain had an order for 10 million bushels of wheat. They would first buy an export certificate for $10 million from the Commission. Then they would be f ree to sell the grain  to thei r customer abroad. The Commission would hold back the small opera t­ing costs it would have, which would be very insignificant, and would transm it the balance of the amount the grain company had paid to the U.S. Treasury, which would then transmit the money to the producer based on the amount of grain tha t the producer had sold.T would suggest tha t for humanitarian reasons the Treasury hold back at least 10 percent of the money to be used to help meet the food needs of the poorer of the developing countries. We are not tryi ng to work a hardship on the countries which depend heavily on the grain tha t we sell. Rather, we want to get the price up to the countries tha t can afford to pay more for th eir food.
SEL LIN G GRATN BELOW PRODUCT ION COSTS

There is another side to this and tha t is this. When we sell grain so cheaply and so far below the costs of production, we are actually inhibiting the efforts of producers in the developing countries to in­crease the food production from those poorer parts  of the world. They need a decent price so that they will be able to buy the  fe rtilize r and afford the  bette r seed and be tter cultural practices tha t are  neces­sary to bring  their  food production up to their  own domestic needs.
TWO PRICES  FOR WH EA T

The Chairman. Senator, would your plan create two prices—an export price for wheat which would differ from the domestic price?Senator Bellmon. Tha t is one of the results. The domestic price for grain would not necessarily be impacted. The impact would be on the grain tha t is exported. When we are talking about wheat, tha t is about two-thirds of what we grow. We export roughly twice as much as we use.
This would have another effect which would be helpful as far  as Congress is concerned and tha t is by increasing the selling price of grain tha t we export, the cost of  our present farm program, under which we make a deficiency payment to growers when the price is below the target price—tha t is, the cost of  tha t deficiency payment would go down by a factor of about two-thirds. In other words, if  the farmer got above targ et price for the wheat tha t is exported, then there would be no deficiency payment owed by the Treasury on that grain.
The Chairman. So it would result, first, in giving the farmer  a return  on the grain tha t was exported, and second, it could be ex­pected to reduce the cost to the taxpayers at large of the present price support program?
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S e n at or B e l l m o n . T h at’s ri g h t. Als o, it w o ul d pr o v i d e s o me i n­
c o me or s o me f u n ds t o b e us e d t o h el p m e et t h e f o o d n e e ds of t h e 
p o or er d e v el o pi n g c o u ntri es.

It w o ul d h a v e ot h er a d v a nt a g es, t o o. O ur b al a n c e of p a y m e nt s 
w o ul d b e si g nifi c a ntl y i m pr o v e d b e c a us e t h e w h e at t h at n o w g o es t o 
J a p a n a n d W est er n E ur o p e at t h es e l o w pri c es d o es n ot e ar n as m u c h 
f or ei g n e x c h a n g e as it s h o ul d.

A n ot h er m att e r t h a t m a k es i t i m p er ati v e t h a t w e a ct is a t t h e pr es ­
e nt ti m e, J a p a n att a c h e s s o m et hi n g li k e a $ 6 p er b us h el t ari ff o n 
w h e at t h e mi n ut e it r e a c h es t h a t s h or e. T h e E ur o p e a n c o m m u nit y

✓ att a c h es a n e x p ort d ut y of s o m et hi n g li k e $ 5 a b us h el, or n e ar t o t h at.
L ast y e ar, t h e Tr e a s ur y of J a p a n h a d a n i n c o me of a b o ut h al f a 

billi o n d oll ars fr o m t h e d ut y t h e y h a d c oll e ct e d o n o ur w h e at w hi c h 
w e h a d s ol d at a l oss. W e ar e n ot d oi n g a n y f a v o r t o t h e J a p a n es e

> c o ns u m er b y s elli n g o ur w h e at s o c h e a pl y b e c a us e b y t h e ti m e it
r e a c h es t h e t a bl es of J a p a n, t h e pri c e h as b e e n al m ost tri pl e d. T h e 
pri c e h as m or e t h a n d o u bl e d b y t h e ti m e it r e a c h es o ur c o ns u m er i n 
W est er n E ur o p e.

All w e ar e d oi n g h er e is tr yi n g t o s e e t h a t o ur gr ai n gr o w ers g et 
t h e hi g h e r pri c e a n d t h a t t his “ c h e a p gr a i n ” d o es n ot b e n efit t h e 
tr e as uri es of t h es e ot h er c o u ntri es.

T H E S U P P O R T F O R T H I S P R O G R A M

T h e C h ai r m a n . Do  y o u k n o w w h et h e r y o ur pr o p os al is o p p os e d 
b y f ar m or g a ni z ati o ns, f ar m gr o w ers’ or g a ni z ati o ns ? Is it o p p os e d 
b y t h es e gr o u ps ? If  s o, f or w h at r e as o n ?

S e n at o r B e l l m o n . S e n at or M c G o v er n a n d I a p p e ar e d o n t h e n a­
ti o n al pr o g r a m f or t h e F ar m ers U ni o n C o n v e nti o n o ut i n K a ns as 
Cit y a b o ut 4 w e e ks a g o. W e r e c ei v e d a w ar m r e c e pti o n f or o ur pr o ­
p os al. Als o, t h e c h air m a n of t h e S e n at e A gri c ult ur e C o m mitt e e of 
C a n a d a w as t h er e.

It  is m y u n d e rst a n di n g t h a t t h e F ar m ers U ni o n di d a d o pt a r es ol u ­
ti o n f a v ori n g t his a p pr o a c h. N o w, I c a n n ot s p e a k f or t h e F a r m 
B ur e a u, b ut I  a m of t h e o pi ni o n t h a t a t l e ast t h e c o m m o diti es o r g a n i­
z ati o ns, t h e v ari o us w h e at gr o w ers or g a ni z ati o ns, ar e str o n gl y f or 
it, as is t h e F ar m ers U ni o n.

I h a v e a c o p y of t h e pr e ss r el e as e iss u e d A p ril 1 8, w hi c h st at es t h a t 
S e cr et ar y B er gl a n d is m e eti n g o n M a y 1 0, i n S as k at o o n, S as k at c h e­
w a n, t o t al k o v er a n arr a n g e m e nt wit h t h e C a n a di a n s. I b eli e v e t h at 
t h e A ustr ali a ns a n d t h e Ar g e n ti ni a n s ar e als o g oi n g t o b e r e pr es e nt e d 
i n t al ki n g a b o ut s o m et hi n g al o n g t his li n e.

S o, a p p a r e ntl y t h e a d mi n istr ati o n is g etti n g i nt er est e d i n t his as 
w ell.

T h a n k y o u, Mr. C h air m a n. T h at c o m pl et es m y st at e m e nt.
I w o ul d s a y t h at I w o ul d s u p p ort a n e xt e nsi o n o f t h e W h e at T r a d e 

C o n v e nti o n a n d F o o d Ai d C o n v e nti o n, b ut I t hi n k w e h a v e t o g o 
f ur t h e r t h a n t h at.

T H E I N T E R N A TI O N A L W H E A T A G R E E M E N T E X T E N SI O N

T h e C h ai r m a n . I ’ m gl a d y o u br o u g ht t h a t u p. I w as g oi n g t o as k 
t h a t q u esti o n n e xt.

D o y o u t hi n k w e s h o ul d g o t hr o u g h wit h t h e e xt e nsi o n t h at is 
b ef or e us ?
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Senator Bellmon. Yes; I do. T would support the extension except I think we need to  go further. The Wheat Trade Convention is not going to help us get a reasonable price for our grain.  We need to take that, step, but we need to  go fur ther and try  to work cooperatively with the other grain  exporting  countries to try  to get better grain prices.
The Chairman. Senator Bellmon, I  want to commend you for the  role you have played in t rying to devise a  method tha t would enable our wheat farmers to prosper in this  country. I t is ridiculous that we should be in a situation  where we are subsidizing so many foreign nations, and tha t is precisely what we are doing when we sell wheat for $3 or $3.25 a bushel and the Japanese then turn  around, after buying it at tha t price, and sell it  for $9 or $10 a bushel. The Euro­peans do virtually  the same. I t is clear th at we are simply subsidizing the world market and are depressing our own prices and driving our own farmers to the limits of survival, when they are the most efficient producers of wheat in the world.
This policy makes no sense.
I don’t know of another country in a s imilar situation tha t would tolerate such a policy.
Senator Bellmon. I agree. I imagine our customers abroad must think tha t we are pretty  soft  in the head to let this go on. I  thin k they are right.

PRES ERVING THE LOWEST POSSIBLE COST

The Chairman. Some have justified this practice on the grounds tha t we are actually preserving the lowest possible price in our own markets and supermarkets for our own consumers by keeping these prices low. What do you think  of tha t argument ?
Senator  Bellmon. Mr. Chairman, let me say two things  about that.In the first place, the proposal I have made would not impact on domestic grain  prices, so th at is another issue. But, so fa r as domestic grain  prices are  concerned, i f we talk just about wheat, the cost of the wheat th at goes into making up a loaf  of bread is almost insignificant. At  the present time, it  is less than  5 cents of the to tal price of a loaf of bread. If  the price of wheat doubled, it would be 10 cents of  the probable, 50 cents or so people pay for a 1-pound loaf of bread. I don’t believe there is any justification for holding prices down below the cost of production for the domestic consumer. But, at the same time, knowing tha t inflation is a major problem, I  would think if we could get a reasonable price for the wheat we export, growers would not insist tha t we try  to take steps immediately to try to in­crease domestic prices.

We are going to have a higher domestic price if  something isn’t done because we will see the production  of wheat go down dramati­cally within the next 5 years. Then there will be shortage, and we remember what happened when there was a shortage a few years ago. The price of wheat almost doubled and consumers did feel some sting as a result of that.

BEEF PRIC ES AND  OTH ER COM MOD ITIES

The Chairman. Yes; we are seeing tha t happen now in cattle. Senator Bellmon. Yes; tha t is true.



Consumers were able to buy th eir beef at a sacrifice for many years. 
But afte r the farmers  reduced their herds, as they had to do in order 
to survive, we saw the price of beef double.

I think it is in the consumer’s interes t to have some stabi lity in 
the price of wheat and at a level that would allow production to 
remain at  a high level.

The Chairman . I agree.
I think  the same thing  appl ies to sugar or to any o ther commodity, 

where a stable, fai r price at home in the long run will serve the con­
sumer better than a wildly fluctuating world market. Yet, it  is very 
difficult to persuade our urban friends from the big cities of this coun­
try  t ha t this is so. One of the most difficult problems I  know is to get 
this message across to people who have little connection with the 
farms and simply assume tha t the farmer is making a kil ling because 
the price is going up at the supermarket.

Senator Bellmon . It  often escapes consumers that of the price they 
pay at the grocery counter, probably on the average only 40 percent 
goes to the producer of the food. In  the case of  gra in, maybe as li ttle 
as 10 or 15 percent goes to the producer. The rest of i t is for  packaging, 
market ing, transpor tation, and labor and the other costs of 
distribution.

The Chairman . Thank you.
Senator Javi ts, do you have any questions ?
Senator J avits. Thank you, Mr. Chairman. I have one th ing to ask 

Senator Bellmon.
ECONOMIC INTERESTS AND TH E EUROPEAN COMM UNITY

What is the relationship of this network of economic interests which 
you have described and the common agricultural policy of the Euro­
pean community ?

Senator  Bellmon . Well, Senator, there is no direct relation. The 
common agricul tural  policy of the EE C is—I almost want to  call this 
the enemy, as a mat ter of fact. The Community has countervailing 
duties tha t make it impossible for our grain  to reach tha t market at 
a competitive price. While  I  w’ould ha te to  say th at what I  am recom­
mending is an effort to defend aga inst the common agricul tural policy, 
I think we need to take action here which will give our grain  pro­
ducers something like the same protection  that  the EEC gives its 
growers through the common agricu ltura l policy.

I would be very happy to see a world in which agricultura l com­
modities move freely across nat ional borders without  tariffs or other 
kinds of restrictions. But  th at just does no t happen. The Japanese  do 
not allow it and Europe does not allow it. The result of this is tha t 
our growers, who are the world’s most efficient, simply do not have 
access to those markets on a competitive basis.

RIGH TING  TH E COMPETITIVE SITUATION

Senator  J avits. T o what extent will this agreement righ t the com­petitive s ituation ?
Senator  Bellmon . It  will rig ht the situat ion up to the point that  

this Internatio nal Commission feels is equitable in setting a floor under  exported grain  prices.
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Senator McGovern is here now, and he has his own figure. But I 
assume the Commission would arrive at a figure somewhere between 
$4.50 and $5 per bushel at the port. I  would not think—and I certain ly 
would not support, and I doubt that our Government would support 
a Commission that tried to raise the price of wheat to be equal to the 
price of a barrel of oil, or did anything of tha t kind. But I would 
think as long as the Commission stayed at a level tha t gave the grower 
cost of production plus some very modest profit, we could continue to 
have popular support for that kind of activity.

Senator J avits. I see you note th at wheat is being sold with a duty 
by the European community of $3.90 per bushel. This means it is 
probably selling in excess of $7 there. So we are just about making up 
half  that difference by the operation of this agreement.

Senator Bellmon . Bight.
Senator McGovern . If  the Senator from New York would yield, 

that $3.90 goes righ t into the Treasury  of the European countries. 
The same is true for Japan. And this is a  time tha t we are running 
a balance of payments deficit of very serious dimensions, as the Sena­
tor knows.

Senator J avits. Of course.
Senator McGovern . So I think this is a matter tha t calls for  some 

kind of joint action on the part  of the wheat exporters.
Senator  Bellmon . Senator McGovern, let me say tha t before you 

came in I talked about our trip  to Winnipeg and the reception we 
got from the Canadians. I also made the point tha t the Japanese 
Treasury profited to the tune of about $500 million from our wheat 
exports last year, and the European community governments made 
$325 million in this way. So, they are doing well by themselves be­
cause of our unwillingness or inabili ty to price our grain at a more 
equitable level.

LIM IT IN G THE PROPOSAL TO THE UN ITED  STATES AND CANADA

The Chairman . Senator, I have just  one other question.
Do you think th at your proposal and Senator McGovern’s proposal, 

would work if  it  were limited to the United States and Canada?
Senator Bellmon . The United  States  and Canada together export 

about 60 percent of the wheat tha t moves into world markets. So, it 
would work to some extent. But  it would give the Australians and 
the Argentinians, who together export about 25 percent of the wheat, 
a free ride. I think we should try  to get them in. I would have serious 
reservations about setting up such a Commission unless they were 
members.

Secretary Hathaway can talk  about Australia better than I because 
he has recent firsthand experience, but tha t country does have the 
opportunity  to greatly expand its wheat production. If  we give 
Australia this kind of price floor, I think  we would see a rapid  in­
crease in wheat production and export from Austra lia at a price 
below ours.



1 1

T H E M U L TI L A T E R A L T R A D E N E G O TI A TI O N S C O D E

S e n at o r J a vi t s . I h a v e o n e ot h er q u esti o n, a n d it c o n c er ns t h e M T N 
s u bsi di es c o d e, w hi c h w e will b e a p pr o vi n g h er e. D o es t h a t h el p us 
at all i n t his ar e a ?

S e n at or B e l l m o n . S e n at or J a v its, I a m n ot t h at f a m ili a r wit h t h e 
n e w arr a n g e m e nts t h at h a v e b e e n a gr e e d t o i n t h e M T N Tr e at y. I a m 
of t h e o pi ni o n, b as e d o n t h e littl e k n o wl e d g e I h a v e, t h at t h e M T N 
al o n e is n ot g oi n g t o d e al wit h t his pr o bl e m. I t hi n k o ur n e g oti a t ors 
di d t h e b est t h e y c o ul d, b ut I d o n’t b eli e v e t h e y g ot as m a n y c o nc es-

✓ si o ns f or a gri c ult u r e as w e h a d h o p e d.
S e n at or J a vi t s . I t hi n k t h at is r i g ht. O ur c o d e d o es n ot r e a c h t h is. 

T h a t is r e all y o n e of t h e r e al d efici e n ci es.
S e n at o r M c G o v e r n . Mr. C h air m a n, wit h r e g a r d t o y o ur q u esti o n 

« a b o ut t h e C a n a di a ns a n d t h e A m eri c a ns d oi n g t his al o n e, w h e n w e
w er e i n Wi n ni p e g, S e n at or B ell m o n a n d I g ot a t el e gr a m fr o m t h e 
A ust r ali a n Mi nist er of A gri c ult ur e. H e n r y, r efr es h m y m e m or y if I 
a m wr o n g i n m y r e c oll e cti o n of t his. It  i n di c at e d t h eir e a g er n ess t o 
p arti ci p at e i n a n y ki n d of a cti o n t h at C a n a d a a n d t h e U nit e d St at es
t o o k.

A c o u pl e of m o nt hs a g o, w h e n S e n at or B ell m o n a n d I w er e g oi n g 
d o w n t o K a ns as Cit y t o e x pl ai n t his pr o p os al t o t h e N ati o n al C o n­
v e nti o n of t h e F ar m ers U ni o n, w e g ot a m ess a g e fr o m t h e Ar g e nti n e 
E m b ass y s a yi n g t h at t h e y w er e v er y m u c h i nt er est e d.

T h e C h ai r m a n . Ho w  d o t h e C a n a di a ns f e el ?
S e n at o r M c G o v e r n . W ell, t h e C a n a di a ns ar e r e a d y t o g o fr o m all 

i n di c ati o ns.
T h e C h ai r m a n . T h e n w h at is t h e pr o bl e m ?

c o n c e r n s  o f  t h e  a d mi ni s t r a ti o n

S e n at or M c G o v e r n . S e cr et a r y H at h a w a y a n d ot h er wit n ess es c a n 
e x pl ai n t h e a d mi nistr ati o n ’s c o n c er ns, b u t I t hi n k t h er e ar e s o me c o n­
c er ns a b o ut t h e i nfl ati o n ar y i m p a ct, a b o ut pr o d u c e r arr a n g e m e nts 
t h at l e a v e o ut t h e i m p o rti n g c o u ntr y c o n c er ns. W e tri e d t o bri n g t h e m 
all t o g et h e r i n t h e G e n e v a dis c ussi o ns, b ut t h a t f ell t hr o u g h aft er a n 
eff ort of a b o ut a y e ar or a y e ar a n d a h alf.

T h er e d o u btl ess ar e s o m e pr a cti c al pr o bl e ms i n w or ki n g o ut a n 
arr a n g e m e nt of t his ki n d. It p uts t h e C o n gr ess i n a n a w k w ar d p osi­
ti o n t o b e t a k i n g t h e i niti a ti v e o n t his b e c a us e cl e arl y t his is a n e x e c u­
ti v e br a n c h ar e a of r es p o nsi bilit y, t o n e g oti at e i nt er n ati o n al 
a gr e e m e nts.

I t hi n k S e n at or B ell m o n is o n t h e ri g ht tr a c k i n e v er yt hi n g h e h as 
s ai d h er e t o d a y. I r e a d his st at e m e nt. W e h a v e w or k e d v er y cl os el y 
o n t his a n d I a m s ur e it h as br o a d b i p artis a n s u p p o rt i n t h e C o n gr ess.

J u st l a yi n g asi d e t h e f ar m i nt er est s —t h o u g h p ers o n all y t h at is t h e 
m at t er i n w hi c h I a m m ost i nt er est e d — e v en fr o m t h e st a n d p oi nt of 
t h os e w h o ar e c o n c er n e d a b o ut t h e p ositi o n of t h e d oll a r a n d t h os e 
w h o ar e w orri e d a b o ut t h e b al a n c e of p a y m e nts a n d a b o ut t h e i nt e r­
n ati o n al m o n et ar y sit u ati o n, I w o ul d t hi n k t h e y w o ul d b e vit all y 
i nt er est e d i n s o me pr o p os al t h at w o ul d i n cr e as e o ur e ar ni n gs. T h at 
is r e all y all w e ar e s a yi n g.
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Those of us from farm  States are bombarded with such statements 
as “A bushel of wheat for a barrel  of oil.” Well, obviously, even com­
ing from a wheat State, I don’t expect a bushel of wheat to bring  the 
price of a barrel of oil because you cannot replace the oil once it is 
gone, though you can grow more wheat. B ut I don’t understand why 
we ought to be selling wheat for $3 or $3.50 a bushel in 1979 when it 
was selling for $5 a bushel 5 years ago, and since then the price of oil 
has quadrupled.

Neither Senator Bellmon, nor I, nor anyone else th at I know of, 
is talk ing about quadrupling the price of wheat. But  we are saying 
that internat ional markets could easily carry another do llar a bushel. *
When you are talking about billions of bushels, that  is a lot o f money.
Rig ht now a sizable chunk of tha t money is going right into the 
treasuries of  Japa n and the European community, and a t least a pa rt 
of it ought to be coming back here to the United States to our own <
producers.

PURSU ING TI IE  MATTER WITH THE STATE DEPARTMENT

The Chairman. I could not agree more. I think this committee 
should pursue this  matter with the State  Department. It  is within our 
general realm of business and relates to the foreign economic policies 
of this country. It  would involve the necessity for an agreement be­
tween this country and other foreign governments.

We have to find an answer to the wheat problem. I f the administra­
tion needs some prodding, I think this committee should undertake to  
do it. We have three farm State representatives here today, and we 
have Senator Jav its’ son. [General laughter.]

Senator  McGovern. New York is one of the  biggest farm States in 
the Union.

The Chairman. Senator Zorinsky, d id you have  any comments a t 
this time ?

Senator Zorinsky. Mr. Chairman, I would like to say tha t I cer­
tainly  respect and commend Senator Bellmon for the in itiative  tha t he 
has taken with Senator McGovern. I am sure Senator Bellmon does 
not need to be reminded th at he has a lot of sympathy toward his goals 
on this part icula r committee inasmuch as over a th ird  of the member­
ship of the  Foreign Relations Committee also has membership on th e w
Agriculture Committee. As a matter  of fact, there are six of us wi th 
this joint  membership. I certainly want to do what I can to support 
a better climate economically for agriculture.

A DOMESTIC LICENSIN G SYSTEM

You mentioned before that there are a few l ittle  catches as far  as 
how to get something like this to work, one of them being how would 
you propose a domestic licensing system within marketing quotas. Who 
gets to export the grain? Do you take turns? Would the  Internationa l 
Commission determine the amounts private or U.S. exporters could 
sell ? Each of the o ther major exporters has a government marketing 
agency on its behalf and we don’t.

Senator Bellmon. Senator, that  is an impor tant problem, but I think 
it  can easily be dealt with in this way. Let’s assume tha t in a given 
marketing year the United States share was 1.2 billion bushels. Thi s
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is set by the Inte rnat iona l Commission. Then, if a grain  exporting 
company, say Carg ill, had an order or anticipated an order for  10 mil­
lion bushels, i t would go to the International Commission and pay $1 
per bushel for the certificate to export tha t much g rain. It would pay 
the $10 million, or $1 per bushel. Then it would have the right to sell 
tha t much grain to whatever customer it had on the line.

The Commission then would rebate th at money to the U.S. Treasury. 
The Treasury, under my plan, would hold out something like 10 per­
cent to help meet the food needs of the poorer countries. Then, a t the 
end of the marke ting year, it would give tha t money back to the pro-

* ducers based upon the  amount of gra in they  had actually sold.
So there would be no problem. Once the  countries had agreed on 

what share each country had, then the company, whether it is Cargil l 
or the Canadian Wheat Board, would have to buy the certificates.

«• Senator Z orinsky . H ow  would you arrive  at a common denominator
between us and Canada, for example, for transportation  costs on wheat 
products  since they have nationalized their railroads and in many 
instances there is this pr ice differential ?

Senator  Bellmon. If  we set the price at the por t and if the Cana­
dians want to  subsidize the ir ra ilroad, then the ir growers would bene­
fit from that subsidy.

Senator Z orinsky . I see.
Senator  Bellmon. Mr. Chairman, you raised a point about why don’t 

we go ahead and do this. I think there is another reason upon which 
Senator McGovern did not touch.

PHILOSOPHY DISTASTEFUL

I t is probably philosophically distaste ful for the United States to 
move in this direction. We have always, at least theoretically , spon­
sored free trade  and would like to see the market set the price. I am for 
that,  but in the real  world that does not happen.

The Chairman. We should be getting the message when we con­
sider the historic, record-breaking deficits of our own trade balances.

Senator Bellmon. True. I think  we are now almost forced to  take 
defensive action. What is our curren t trad e deficit with  the  Japanese ?

The Chairman. It  was $11 billion last year. 
e Senator B ellmon. Yes, and they made $500,000 on the duty they  put

on our wheat which we in effect sold them a t a charity  price. To me it 
is repugnant that we let tha t happen.

The Chairman. They are eating us up, literal ly.
. It  seems to me that something is wrong with our national nervous

system. I t is like we lost a whole leg and the nervous system has not 
yet gotten the message to the brain. Really, the  Sta te Department will 
no doubt oppose this in every way possible. We will have to choke it 
down their  throats.

Senator Bellmon. I also recall tha t they also opposed the  12-mile 
fishing limit, and now they seem to think  i t was a good idea.

The Chairman. I know.
Senator  Z orinsky . Air. Chairman, there is one insight about which 

I  would like to ask.

48-598 —7! 2
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NE W COMPANIES AND QUOTAS

Going back to my original question on how we would disseminate 
these orders i f we once filled our quota, what about companies that are 
coming in new to the business cooperatives or those t ha t could not 
afford to put up fron t money, the $1 per bushel? Would they be pre­
cluded once the quotas were filled ?

Senator Bellmon. Once the country, whether  it is the United Sta tes, 
Canada, Austrailia, or Argent ina, has been issued its certificates by 
the International Commission, then tha t is all for tha t country until 
either the new marketing year begins or unt il other countries have sold 
out and there is another allocation.

Senator Z orinsky . It would be on a first come first serve.
Senator Bellmon. T hat ’s right .
But so fa r as a new marketer is concerned, one marketer would have 

the same righ t as another. In the United States, it would not be just 
the current large grain companies. I f some new entity wanted to get 
into the business, it could come in and  make the purchase. I  would say 
that the ones who do not have the money to buy the certificates have 
a problem. B ut I would assume th at the financial ins titutions would 
be willing to work with a company tha t had a legitimate order and 
could show tha t it was going to show a profit when the transaction 
was finally concluded.

Senator Z orinsky . Thank you, Senator.
Tha t is all I  have, Mr. Chairman.
The Chairman. Are there any other questions for Senator Bellmon ?
[No response.]

SENA TE RESOL UTION

The Chairman. Senator Bellmon, if this  committee were to consider 
the following resolution, wha t would be your reaction to it? “Re­
solved, t ha t it is the sense of the Senate tha t the curren t si tuation in 
the world wheat market makes it imperative tha t the President ac­
tively work toward convening a negotia ting conference of wheat 
export ing nations with the intent  of reaching a cooperative arange- 
ment to establish a minimum export  price for wheat.”

Senator Bellmon. Mr. Chairman, I would be delighted to see the 
committee take such action.

I rath er think the administration is leaning a little  bit  in this 
direction already. I would thin k some moral support—even a little 
push—from this committee, would have a very saluta ry effect upon 
what may be going to happen any way.

So I would strongly make tha t recommendation.
The one thing  I would suggest is that  we think  in terms not just 

of wheat, but of grain.  There is some reason to include other types of 
grain , particular ly feed grains, in any kind of arrangement tha t is 
worked out.

The Chairman. Senator  Bellmon, thank  you very much for your 
very helpfu l testimony.

Senator Bellmon. Thank you, Mr. Chairman.

VOTE ON SENATE  FLOOR

The Chairman. There is a vote on the floor and we will have to 
recess to cast our votes. Rather than  coming back to this room, be-
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cause there may be other votes tha t will inte rrup t, I think  we had 
better take up the meeting, afte r this vote, in room S-116, of the 
Capitol Building.

[A brief recess was taken and the hearing resumed in S-116, the 
Capitol.]

The Chairman. Secretary Hathaway and Deputy Assistant Sec­
retary Calingaert, you represent the Departments of Agriculture and 
State, respectively.

Mr. Hathaway . Would you like both of us to appear before the 
committee togther ? Would  you like Mr. Calingaert to appear with me ?

The Chairman. Yes, please. And would you please introduce your 
associates ?

STATEMENTS OF HON. DALE E. HATHAWAY, UNDER SECRETARY
OF AGRICULTURE, DEPARTMENT OF AGRICULTURE; ACCOM­
PANIED BY: TOM SAYLOR, ASSOCIATE ADMINISTRATOR,
FOREIGN AGRICULTURAL SERVICE, AND HON. MICHAEL CALIN­
GAERT, DEPUTY ASSISTANT SECRETARY FOR ECONOMIC AND
BUSINESS AFFAIRS, DEPARTMENT OF STATE; AND JACK BOYLE,
CHIEF, FOOD POLICY DIVISION

Mr. Hathaway . This is Tom Saylor, Assistant Administrator of 
the Foreign Agricultural  Service, who also was the on-the-spot 
negotia tor for much of our wheat negotiations. lie might be help ful 
in answering some of your  questions.

Mr. Calingaert. On my righ t is Jack Boyle, Chief of the Food 
Policy Division of the  Department of S tate.

The Chairman. Thank you.
You gentlemen have heard the testimony of Senator  Bellmon.
What do you have to say about it?
By the way, if you have prepared statements, I would suggest tha t 

these be put in the record and we can then go directly to questions.
Mr. H athaway . I would be glad to put  my prepared statement  in 

the record, which does cover basically the questions tha t you requested 
in your l etter regarding the extension of the agreement and what hap­
pened in the negotiation.1

The Chairman. Would you highlight th at fo r us, please?

NEGOTIATIONS OF THE INTER NATIONA L WHEAT AGREEMENT

Mr. H athaway . I think it might be useful, Mr. Chairman, if I just 
pointed out where I believe we stand insofar as the negotiation  is 
concerned.

After several previous attempts, the final negotia ting session—or the 
last negotia ting session—took place in Jan uary and February  of 
1979. Basically, at the time the conference was adjourned, there were 
three significant outstanding issues which were not resolved. One issue 
was the size of the reserve stock commitments which we felt would 
be necessary to maintain wheat price stab ility and to provide adequate 
jfood security.

1 See p. 47 for Mr. Hathaway’s prepared statement.
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Th e Un ited State s, the  oth er exp orters , and  most of  th e deve lop ing  
cou ntr ies  had  su pport ed  a tot al figure o f ap pro xim ate ly 30 million tons. 
A t the  end of  the conference , the  pledges th at  had been made totaled  
only  18 m illion tons. Of  those  18 million tons , some 4 m illion tons were 
stocks t hat  w ould have  been held  by cou ntr ies  t ha t would bas ica lly be 
unlike ly to release them  to wor ld mar kets. Thus,  it was ou r firm  
opinion  th at  the  stock  size th at  would be avai lab le fo r price sta bi liz a­
tio n and  food sec uri ty purp oses  was fa r shor t of wh at was necessary 
to provide for  an effective agreement.

The Chairman . I am gla d you did  no t go forward  wi th it on th at  
accoun t alone.  We  had experience wi th the  tin  agreem ent , and , as 
you know, it  has been the  inad equacy of  the  buffer stocks th at  has  
pro bab ly accoun ted fo r the  fa ilu re  of th at  to achieve its  objec tives .

PRICE  LEVELS FOR RESERVE STOCKS

Mr. H athaway . The  second p oin t was the price  levels fo r the reserv e 
stock  accum ula tion a nd  release. We did  ha ve general agreem ent  am ong 
the  ex porte rs a nd  a n umber of t he othe r key  cou ntries, but  a s ign ific ant  
numb er of  the develop ing cou ntri es and some othe r im po rti ng  cou n­
tri es  insisted on stock accu mulation a nd  release levels w hich  we d id not 
th in k wou ld provide a rea lis tic  ran ge  in terms  of  ei ther  ade quate  
producer r etur ns  at  the  bottom level. Given  par tic ul ar ly  the  inade quate  
stock s and  th e e arly release  a t th e up pe r level, we fe lt the  stocks wou ld 
hav e ju st  disappeare d and  had no signif icant effect in m iti ga tin g ex­
treme  m arke t r ises.

SPECIA L PROVISIONS FOR DEVE LOPIN G COU NTR IES

Th ird , there  were a serie s of  pro vis ion s fo r dev eloping cou ntr ies  
which gave  us difficulties in a va rie ty  o f ways. Am ong  th em were spe­
cial rules fo r accumulat ion and  release at  d iffe ren t price  levels, and we 
fou nd  it  ext rem ely  difficult to un de rst an d how they would be ad ­
minis tere d. Also , the re were  a numb er of  pro vis ion s"that  essent ially  
amoun ted  t o the  wr iting  in of foreig n assi stance t rans fe rs  i nto  a  com­
mercia l wh eat agreement. We  fe lt th at  the mixin g of these  two was 
no t a  des irable  thing .

In  any case, these thr ee  issues were  never resolved. The confe rence  
ended wi th a r esoluti on calling  for  an  ex tens ion of the  1971 ag reement 
and f or  con tinuin g consu ltat ions betw een countries .

The Chairman . That  is the  agr eem ent  th at  is now before  us, is 
it  no t ?

Mr. H athaway . Tha t is the agreem ent  th at  is now before  you, 
Mr.  C ha irm an.

THE OBJEC TIO NS OF TH E INTE RN AT IONA L WHE AT  AGREE MENT

Th e Chair man . W ell,  I  don ’t suppose th at  w ill give the  committee 
any difficulty because it  is so rt of a decla rat ion  on motherhood. I t  
won’t do  ou r w hea t p rod uce rs any good, th ough. I  suppose it  is more to  
our advanta ge  t o be a pa rty to the  continuing  agreem ent  fo r the  sake 
of app ear anc es in orde r to keep ou r line of communica tions open with 
othe r wh eat  pro ducin g cou ntr ies  th an  to rej ec t it or repu diate it  be­
cause we f ail ed  to achieve th e k ind of agreem ent we soug ht.
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I think you d id the r igh t thing. If  you brought an agreement her© 
th at  we all felt would not achieve its objectives, it probably would not 
have gotten out of this committee anyway and would have been futile. 
You were quite righ t in giving up when it became a pparent  that a 
satisfactory agreement would not be achieved.

ALTER NATIV E PROCEDURES

That b rings up the a lternative way of proceeding. Suggestions were 
made by Senator Bellmon and were strongly supported by Senator 

» McGovern of a much simpler way of addressing the problem, by going
to the pr incipa l exporting countries—there are only fo ur in number— 
and trying to work out a sa tisfacto ry agreement with those countries 
tha t would at least establish a satis factory  minimum price for export 

* purposes.
Wha t is the present position of the adminis tration in re gard to the 

Bellmon proposal ?

T II E  AD MINIST RA TIO N’S PO SIT ION

Mr. H athaway . Basically, I  would like to sta rt back a bi t and point 
out tha t the administration’s position is that we still believe the mu lti­
lateral  approach to providing stabi lity and food security in the  in ter­
national wheat market is the best approach. We th ink there are some 
problems, in terms of the exporters  alone doing this. It  is par tly  
because the holding of stocks costs money. We believe there ought to 
be burden sharing in this, and we see no part icular reason tha t this  
burden sharin g should be limited exclusively to exporters when, in 
fact, there are a  number of wealthy import ing countries in the world 
tha t could make substantial contributions to tha t burden sharing.

THE MEE TING  IN  CANADA

I  might  just point  out, as Senator Bellmon has suggested, that 
Secretary Bergland and I will be going to  Canada the day afte r to­
morrow to meet with the Ministers of Agriculture  of Canada and 
Argen tina and with senior representatives o f the Government of Aus­
tra lia  and the Australian Wheat Board. Basically, we are going to 
discuss the possibilities for expanded cooperation among the exporters  
in terms of both alternat ives to resume the broader interna tional  
negotiations and interim arrangements which m ight be taken in the 
meantime in order  to improve or stabilize the returns to wheat 
producers.

LI MIT S ON  EXPORTER COOPERATION

Specifically regarding Senator Bellmon’s suggestion, it seems to me 
tha t there are some things tha t have to be taken  into consideration. 
It  does put some reasonably basic limits on exporter cooperation alone. 
The  four exporters that are meeting do, I believe, export approxi­
mately 80 percent of the world’s wheat exports each year. However, 
those four exporters produce only slightly more than  one-fifth of the 
world ’s wheat. There is a substantial difference between production 
and exports. Thus, the possibility of substant ially increasing and 
maintaining a price level without fundamentally altering the world
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supply-demand situation  for wheat—which is what our proposal for 
a multila teral program would have achieved—is basically limited.

Let me give you an illustration.
If  those four exporters were to raise the price of wheat substantia lly 

above present levels, there are countries, including the European Eco­
nomic Community, tha t could export very substantial quantit ies of 
wheat. They raise, most years, as much as we do. They happen to use 
a great deal of it for feed because they price wheat at feed levels. The 
two are essentially priced at the same level.

Under  current world market conditions, they could then import 
an equal amount of feed grains and drastical ly erode the four expor t­
ers’ world market  position for wheat. This is one of the possibilities.

The Chairman. Looking at your argument, when you consider that 
wheat is presently being exported for—well, what is the latest price?

Mr. Saylor. A t Rot terdam, it is about $156 to $160 a ton.
The Chairman. Would you trans late th at into bushels for me please ? 

I can only think in terms of bushels.
Mr. Saylor. I would say that  for Chicago wheat, Soft Grand Win­

ter  is about $2.60 a bushel. At the g ulf tha t would be about $3.80.
The Chairman. All right . The $3.80 a bushel is below our average 

cost of production in th is country. If  th is export board were to func­
tion as Senator Bellmon described it and were to increase that price 
by $1, so it would be $4.80, given the price t ha t is being charged in­
ternally for wheat, the price protection level for wheat in the EEC 
and the price protection level for wheat in J apan, I should not think 
it would have the kind of impact th at you have suggested.

IMTORTS OF THE EUROPEAN COMM UNITY AND JAP AN

Mr. Hathaway. I am not sure that I  made my point.
Fir st, I think it is useful, because there has been a lo t of discussion 

in the community and in Japan,  to point out t ha t those two together 
import, a l ittle  over 10 million tons of a 75-million-ton world net im­
port. They are not the big wheat importers of the world. Therefore, 
to try  to aim a ll of our policy at those two areas is not a very practical 
matter.

What T am saying is this. The community produces 45 to 50 million 
tons of wheat per year. That is approximately the same as the United 
States. A very high proportion of tha t is fed to livestock.

If  the four exporters substan tially increased the world price of 
wheat and we did not have a commensurate rise in the price of feed 
grains,  it would be possible for the community and some other coun­
tries to export more wheat and import lower cost feed grains and 
rapidly erode the world wheat market on the pa rt of the four  exporters.

Senator Sarbanes. What does the word “substan tially” mean in the 
context you used it ?

Mr. Hathaway. I  don’t know why they couldn’t go to 20 million 
tons.

Senator  Sarbanes. No, I d idn’t mean that. You used the word “sub­
stan tial ly” to deal with the price, as I  understood it. You said if the 
four  exporters were to substant ially increase the price.

Mr. H athaway. Oh, yes—so that it would be markedly out of line 
with  feed grain  prices. W hat I am suggesting is th at I  do not  under-
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stand how one can deal with the proposal that Senator Bellmon has  
put forward  and have, for a sustained period within the United States or in world markets, a marked and continued differential between feed grain  and wheat prices because so much of the world’s wheat is fed. 
There is a substitution possibility. It  exists and could happen.

GRAIN  RAT HER TH AN  WHE AT

The Chairman. Isn ’t tha t the reason why Senator Bellmon sug­gested th at in the sense of the Senate resolution I mentioned tha t we might refer  to grain rather than  just to wheat?
Mr. H athaway . I  would th ink that  if you are going to deal with this, you would have to deal with the two, with grain.
The Chairman. Yes.

CONTROLS AND/OR QUOTAS

Air. Hathaway . Aly second point is this, and this is one I would appreciate your asking the representatives of farm organizations about. As one who has the responsibility for running the Agricultura l Stabilization and Conservation Service [ASCS] program and other programs to restra in production, I am not at all clear on, but I  assume there would have to be bushel quotas by fa rm with marketing certifi­
cates in which farmers  were not allowed to market more than thei r share of whatever the  U.S. world market for wheat was. I don’t un­
derstand otherwise how we could avoid either huge Government ex­penditures for Commodity Credit Corporation [CCC] acquisition of wheat and feed grains that substantia lly exceeded market demand. Thus, I am assuming tha t in order for a $4.50 farm price to be sus­tained under cu rrent conditions, some kind of individual farm produc­
tion controls in terms of quantities  would have to be instituted.The Chairman. Quotas.

Air. Hathaway . Yes, quotas.
The Chairman. I t would be quotas for the amount of wheat each farmer could put up for export.
Mr. Hathaway . I assume also, since the feed grain  producers in Illinois  and Indiana probably would not terribly be enthused about 

having  wheat dumped into the feed grain market, thereby destroying their  market, you would have to put a limit  on the amount th at could be sold for feed use.
Now. other countries have such programs. The Australians prohibi t 

the delivery of wheat to anyone other than the Whea t Board. It  is illegal, technically, to sell wheat to anyone other than the Wheat Board. So, such arrangements do work in other countries.
A fundamental change in farm programs

AVhat I am saying is you are talking  about a fundamental st ructu ral change in farm programs and in the way our farming operates. If  farmers are willing to consider those changes—I don’t know if  they would. I don't know the answer to that. But I think  they would be necessary, at least under current supply-demand conditions. But I would guess not over the long period because I think over the long period the market will be recovering very substantially.
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The Chairman. We have had such quotas before—though not ex­
actly these quotas—such as acreage limitations on wheat programs for 
price support  purposes.

Mr. Calingaert, do you have a comment ?
Air. Calingaert. Yes, thank  you.1

TH E NEGOTIATIONS

I  think, in the  first place, we should bear in mind tha t the negotia­
tions have no t broken down. We are still in the stage of trying to de­
cide whether there are sufficient grounds to continue those negotiations. 
As Secretary Hathaway mentioned, we are having some meetings 
among exporters  on other bilatera l and multi latera l ways to see if 
there has been some change.

So obviously with Senator Bellmon’s proposal we are talk ing about 
something farth er down the line, presumably, if these negotiations in 
fact do fail.

The Chairman. But we cannot prolong these negotiations to the 
point  th at we have extinguished all the wheat farmers in the United 
States.

You have already been at them long enough to  make a reasonable 
determination tha t they are not going to succeed. Delay often becomes 
the excuse fo r indecision. I  th ink, having given this a reasonable test, 
you ought to be prepared now to take a different course.

Air. Calingaert. I am not suggesting tha t we should not consider 
other alternatives. B ut we have not gotten to the point of deciding that 
among the interested countries there  are no grounds for continuing.

The Chairman. Well, how much longer do you think the delay 
should continue before you could reach such a definitive decision ?

Air. Calingaert. The re will be an informal meeting in June among 
some of the part icipa ting countries, at which this will be discussed. I 
rather hesitate to give you a specific date, Air. Chairman, but I cer­
tainly agree with you that  this cannot go on forever.

getting together on a realistic basis

Mr. H athaway. Air. Chairman, tha t is exactly the purpose, as T men- 
lioned a t the outset. We still hope that, there is a possibil ity of getting  
countries back together on a rea listic basis. But in the interim, that  is 
the reason fo r the meeting of the representatives of the four govern­
ments. that is, to discuss the alternat ives tha t you are discussing here 
and other alternatives. We are  ta lking about four countries with four 
markedly different systems, and in two cases substantia lly different 
production costs. The meshing of these national systems is no small 
matter. It  was one of the more complex issues tha t we did have worked 
out in the proposed agreement. Whether we can develop an accom­
modation among the others to bring  about stocking arrangements or 
other changes remains to be seen.

a senate resolution

The Chairman. Would the Secretary’s hand not be strengthened if 
we had  a sense of the Senate resolution giv ing him moral support and 
political backing for his endeavors?

1 See p. 50 for Mr. Cal inga ert’s prepa red statement.
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Mr. H athaway. I am certa in the Secretary would welcome the sup­
por t of the Senate.

The Chairman. I f we were to pass a sense of the Senate resolution 
that  said it  is the  sense of the  Senate th at the curren t situation in the 
world grain  market makes it imperative that the President actively 
work toward  convening a negotiating conference of grain  export ing 
nations with the in tent of reaching a cooperative arrangement to estab­
lish a minimum export price for grain, or something to tha t effect, 
wouldn’t that certainly  indicate the  interest of the  Congress in seeing 
that  this problem is solved.

Mr. H athaway. A fairly  substantial number of the farm organiza­
tions have in the past, at least in advising me as head of the delegation, 
indicated tha t they have very serious concerns about the problem of 
establishing firm minimum prices.

T H E  H IS TO RY OF  M IN IM U M  PRIC E AG RE EM EN TS

The history of minimum price agreements has been very dismal. 
These have generally been broken. This is because you are dealing with 
different locations and different classes of wheat.

What really is implicit in the  resolution is basically to take whatever 
actions are necessary to  change the supply availabi lity relative  to de­
mand, to  raise the price. Wheat, in general, will go up and down to­
gether in the world; but the differentials between hard Canadian sprin g 
wheat and our soft winter wheat vary substantia lly. In fact, this last 
year they have been inverse for some peculiar reasons having to do 
with shortage of production of certain types of wheat.

So, I think  tha t some other countries and some of our own producing 
groups who may wish to speak to this might have certain problems with 
this fixed minimum price concept, as agains t a different price. They 
certainly gave me some difficulty with tha t wording in our negotiations.

Mr. Caltngaert. I  think our experience in 1968 with the inte rna­
tional grains arrangement is instructive in tha t we were in a s ituation  
where there were minimum prices spelled out in the agreement among 
the exporting countries and in an over-supply situation  it proved 
impossible to maintain those.

The Chairman. When we met with the Canadians, they told us that  
the Minister responsible for the Canadian Wheat Board stated:

I t is Ca nada ’s in ten tio n to ma nag e o ur grain  m arke tin g sys tem  in such a way  a s 
no t to und erm ine  dir ec t actions  l>y th e Un ited St at es  o r othe r coun tri es to as su re  
fa ir  pro duc er re tu rn s in the  in te rn at iona l ma rket.

It  would seem to me th at from all indications, the Canadians, the 
Australians, and the Argentinians  are willing to talk  to try  to work 
something out.

Mr. Hathaway . They clearly are willing to talk. They have indi­
cated tha t, which is why we are going to a somewhat cool par t of Can­
ada the day af ter tomorrow.

The Chairman. That’s fine. But are you seriously interested in see­
ing i f something can be worked out, or are we going to wait to see if all 
the countries in the world, consumers and exporters  alike, can come to  
agreement?

Mr. Hathaway . I believe we are moving on both. We think it will be 
at least some months, whether tha t means a few or more, before resum­
ing the negotiations would appear to be feasible. So, we are going to 
discuss what might be done in the interim.
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TH E PR EL IMINAR Y MEETING

I might say that Mr. Saylor and I have par ticipated in a preliminary  meeting last week. All four countries happen to believe that the route to go is a multilatera l agreement and that an exporter agreement is not the ultimate answer to the wheat producers’ problems.
The Chairman . I wish the OPEC nations had taken the same attitude .
Mr. Hathaway . They have a storable product.
The Chairman . Yes; they do.
But they didn’t have very much concern for the consumer nations when they created their cartel.
Mr. Hathaway . No.

IN SU RI NG  A FAIR PRICE

The Chairman . I would not suggest that we do any thing like tha t with wheat. But I do think we ought to be able to do something we four countries producing 85 percent of the exported wheat, tha t would at least insure a fai r and reasonable return to our producers, a return  something above the cost of  their  own production. I think something has to give.
Do you have any other comment you would like to make at this time?

WORLD WHE AT  PRODUCTION U P

Mr. Hathaway . I  would like t o make one addit ional comment be­cause I  think, perhaps, people do not realize or have not paid enough attention to the fact tha t we are in what T would call a unique situation. Mr. Saylor has a table which I  t hink  might be useful for the record. It  basically shows that in 3 of the past 4 years, world wheat production has been markedly above the trend  in production. Moreover, it shows that deviations in 2 of the 3 years are the largest in terms of per­centage that have ever been recorded and by far are the largest in terms of absolute quantities.
[The information refe rred to follows:]

WORLD WHE AT PROD UCTIO N: TRE ND  AND DE VIA TIO N 
(In million  metric tons)

Year

1960- 61.....................
1961- 62 .....................  .............
1962- 63 .....................  ..................................
1963- 64.................  ..................
1964- 65.................. ..............
1965- 66....................... .......................
1966- 67 .................  ................
1967- 68 .........  ..........................................................
1963-69 . ..... .......................................
1969- 70_____
1970- 71.............................................
1971- 72................ ..................
1972- 73.......... ............
1973- 74______ __..................................................................
1974- 7 5 .. . .  ............................................................
1975- 76...................................
1976- 77.............  ..................
1977- 78...............  ..........................................................
1978- 79..................... ... ..........................................................

Actual
production

Tr en d1 
production Deviation

Percent
deviation

239.4 229. 5 9.9 4.3
226.4 239.2 - 1 2 .8 - 5 . 4
255.3 249. 0 6.3 2.5237.4 258.8 -2 1 .4 - 8 . 3
274.5 268.5 6.0 2.2264.1 278.3 -1 4 .2 - 5 .1309.0 288.0 21.0 7.3297.0 297.8 - . 8 - . 3
328.2 307.6 20.6 6.7
309.6 317.3 - 7 . 7 - 2 . 4
315.5 327.1 - 1 1 .6 - 3 . 5
348.8 336. 9 11.9 3.5
343.2 346.6 - 3 . 4 - 1 . 0
372.4 356.4 16.0 4.5
357.0 366.1 - 9 .1 - 2 . 5
350.0 375.9 -2 5 .9 - 6 . 9415.1 385. 7 29.4 7.6
381.2 395.4 -1 4 .2 - 3 . 6
434.0 405.1 + 2 9 .0 + 7 .2

1 L inear trend equation: P= 219.7+9.7 6t . R l ’ =0.9565 . S E E =  16.4.



23

Mr. H athaway . Wh at I am saying, in a summary fashion, is we 
have had during the past  3 or 4 years extr aord inar ily large  wheat 
harvest worldwide.

The Chairman . Wh at has been the cause of this ?
Mr. H athaway . Our evaluation is th at pa rt of it in some count ries 

is due to improved policies. In many of  the developing countries there 
has been better irrig ation. Ind ia,  for instance, has had record wheat  
crops. Australia harvested  an 18-million-ton crop last year. The p revi­
ous high I believe, ever, was 14 million. The previous year it  was 8.8 
million. That is due to weather.

The Soviets had  an all-time record crop last year. Western  Europ e 
had an all-time record crop. We have had extraordinary weather.

Thus, I am a littl e concerned, if events should tur n in the other 
direction, tha t one of the prime elements th at needs to be given atte n­
tion in the United States, which, as you pointed out, Mr. Chai rman , 
is the only country tha t I thin k has adequately acted in this rega rd, 
is provision of adequate reserve. I  do not  believe these large, positive 
deviations from trend are likely to continue indefinitely. I t is the only 
time in the last 20 years that they have had 3 years out of 4 that were 
positive.

the weather

Weather has been extraordinarily good in the wheat growing regions 
of the world. I believe t ha t one of the things that  will be discussed 
by the other exporters, and one of the concerns tha t we have in terms 
of mul tilate ral agreements, is to encourage the increase in stockholding 
by large importe rs and by the exporters.

INCREASED ACREAGE IN  OTHER COUNTRIES

The Chairman . Another cause has been the increased acreage under 
cultivation in other countries, has it not ?

Mr. H athaway . Well, not very much. I think that the European 
community’s acreage tends to run-----

The Chairman . But wha t about Aust ralia  ?
Mr. H athaway . The very bad crop was produced on the same area 

as the record crop.
The Chairman . So their  acreage did not increase ?
Mr. H athaway . The ir acreage has gone up approximately 10 per­

cent, or a little  better, since 1975.
The Chairman . Bu t we are the only country  of these producers 

tha t has an acreage set aside program, a ren’t we?
Mr. H athaway . Yes, indeed. We are the only country th at  has 

markedly reduced its acreage from the 1974-75 world highs. Canada 
has expanded its acreage slightly. Argentina has gone up and down, 
actually down this last  year. The United States  reduced its acreage 
from the high of 1975-76.

The Chairman . Do you have any way of  knowing what will h appen  
next year? Doesn’t it depend a good deal on what the c limate is?

Mr. H athaway . I  have no way of knowing. Mv guess is that  we 
will be looking most diligently at world supply-demand conditions 
in late July.
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TH E ROLE OF THE WEA TH ER  ON PRO DUC TION

We have some indications already tha t weather in a number of the 
major producing areas is much less favorable than  last  year. There 
is a lready discussion tha t the European crop will be down. We have 
early indications of difficulties in Soviet crops in te rms of winter kill 
above normal and delays in planting. Reports  have been in the press 
that they have had the coldest weather in 30 years in China, which 
has delayed planting. All of this suggests th at this unusual string of 
good weather may have ended.

Of course, our own planting season is quite late. We have virtually 
no spring wheat p lanted, and, of course, none in Canada as yet. It  is 
gett ing on into the season.

While it is too early to tell, at the present time the indications are 
fa r less favorable than  they were a t the same time last year for the 
major  Northern Hemisphere producers.

The Chairman. All right.

COSTS TO THE UN ITED  STATES

Wh at are the costs to the United States in continuing membership 
in this  toothless arrangem ent ?

[General laughte r.]
Mr. Calingaert. F or the present year, it is $144,000. Next  year it 

will be $170,000.
The Chairman. Ju st to gum it up.
Mr. Calingaert. Well. Mr. Chairman, I would add, if I may, th at 

we do obtain benefits from the functioning of the present arrangement.
The Chairman. What would you say those benefits were?

THE BE NE FITS  OF THE INTE RN AT IONA L WHE AT  AGREE MENT

Mr. Calingaert. Well, from the Wheat  Council there is the ex­
change of informat ion and the forum for discussion among the wheat 
trading nations, which has gone on since, I  believe, 1933. Also, it has 
provided a secretariat for these negotiations. Fina lly, it is the orga­
nization tha t is the secretar iat for the Food Aid Committee, which 
is the other part of the overall agreement.

Mr. Saylor. Mr. Chairman, let me make note of the fact that the 
Internatio nal Wheat  Council Secretariat is known as one of the most 
competent, in terms of international organizat ion staffs, of any with 
which we deal. It  is highly  competent in terms of its statistical  work 
and support.

The Chairman. Hoes the staff secure the necessary statistics from 
the major wheat growing countries and make them available to the 
others ?

Mr. Saylor. They do.

PA RT ICIPAN TS  IN  THE ARRANGEMENT

The Chairman. How many nations will be par ticip ating in this 
arrangement?

Mr. Saylor. The current membership I believe is about 60.
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Ms. O’Connell [committee staff]. There are 54 active part icipants  
in the Wheat Trade Convention.

The Chairman. “Active”—does that mean they pay thei r dues ?
Ms. O’Connell. It  is those who pay their dues and those who 

deposit thei r instrum ents of ratification, or something provisional. 
The Chairman. Thank you.

TH E URGENCY OF MOVING AHEAD

Gentlemen, I have no fu rther questions. We appreciate  your appear-
• ance here today. I hope th e Secretary takes seriously the urgency of 

moving ahead with some kind of arrangement interna tional ly and 
that  it will improve the expor t price of wheat.

I t would be foolhardy to indefinitely postpone action on this fro nt in
* the  hope tha t all countries, consumers and producers alike, will agree 

in face of the failure  of the attempt th at  you have just made. Obviously 
it is not a national policy to wait and hope t ha t weather conditions 
curt ail wheat product ion sufficiently to permit  American wheat f arm­
ers to survive.

I  will be looking for  some kind of congressional resolution to give 
political suppo rt to action on this front.

Mr. Hathaway. Thank you, Mr. Chairman.
The Chairman. Thank you very much for your testimony, 

gentlemen.
ACADEM IC DISCUS SIONS

Before we proceed with our panel of witnesses, let me say tha t for 
many of us here today the discussions we have had thus far are some­
what academic because most of us do no t make our living on a day-to- 
day basis by farming.

I  have asked a friend of mine, a man who makes his living tha t way, 
Mr. Dallin Reese from Burley , Idaho, to be here today. I am happy 
to welcome him. He is secretary of the Idaho  State  Wheat  Growers 
Association and is first vice president of Utah -Idaho State  Farm ers 
Union.

INT RO DU CTION  OF PA NE L

Dallin, would you ask the other members of the panel to present 
themselves and identify themselves for the  record ? Then we will pro­
ceed with your statement.

Mr. Reese. Fine.
,  Why don’t we star t with the gentleman on my left.

Mr. Lewis. I am Robert G. Lewis, secretary and chief economist 
of the National Farm ers Union. I am a cattle producer, but I  come 
from Wisconsin, which at one time was the champion wheat growing 
Sta te in the Union.

Mr. Baum. I  am Richard Baum, president of Western  Wh eat Asso­
ciates of Portland, Oreg.

Mr. W ilson. I  am Winston  Wilson, pres ident of the National  Asso­
ciation of Whea t Growers. I am a wheat farmer in Texas.

Mr. Minear. I  am Larr y Minear, and I believe I  am the  only non­
farm er in the group. I am a consultant in development policy for 
Church World Service and Lutheran World Relief.
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The Chairman. Gentlemen, tha nk you very much.
Now, Dall in, would you like to commence your testimony.

STATEMENT OE DALLIN REESE, VICE PRESIDENT, IDAHO STATE 
WH EAT  GROWERS ASSOCIATION, BURLEY, IDAHO

Mr. Reese. Thank you, Mr. Chairman.
I am happy to  be here. I  think probably the best way to get the bulk of what I want to say on the record is to read what I have in my statement, because I think it pret ty well tells the story of what we, as farmers  in Idaho, have to deal with.
As you have already indicated. I  am Secretary of the Idaho Wheat Growers Association. In tha t capacity, I work with the Idaho Wheat Commission to promote the wheat industry in the State of Idaho.I very much appreciate this opportuni ty tha t you have afforded us *to come and to  talk on the fourth extension of the 1971 International Wheat Agreement.

IDA HO SUPPOR T FOR THE INTE RN AT IONA L W HE AT  AGREEM ENT

As you know, Senators, the wheat growers in the State  of Idaho-,, through a 1 cent per bushel payment to the Idaho Whea t Commis­sion, support financially the efforts of the National Association of Wheat Growers and Western Wheat Associates, and both of these organizations will deal. I  am sure, more specifically with the  problems of the International Wheat Agreement and the things tha t deal with it.
We support continued participa tion in that 1971 international agreement because it  does provide a forum for consuming and produc­ing countries to discuss trade  issues.
I presume that this means how much value tha t is. I t doesn’t have any price protections , as f ar  as I am concerned, as a  wheat producer, but it does open the doors so tha t we can discuss some of these things. 

AC CO MP LIS HM EN TS IN  MA RK ET  DEVEL OPM ENT

We have found tha t the main accomplishments of Western Wheat Associates in market development is thei r ability to discuss problems and issues directly with export customers. This system developed a spirit o f trust  and confidence, and it  is on this basis th at the American wheat sales to the Asian marke t have increased dramatically  over the past  20 years.
This same dialog and consulta tion through the In ternation al Wheat Agreement, hopeful ly can help to improve working relations between all involved countries.
Second, we support U.S. membership in the Internatio nal Wheat Council. This body administers the 1971 Inte rnat iona l Wheat Agree­ment, and has the reputation of a reliable and accurate repor ter of world wheat facts and statistics.
Western Wheat Associates and the National Association of Wheat Growers are going to expound more on that. I would like to get into the issues tha t affect me particularly , in Idaho, and tha t affects us as farmers.
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IDA HO AS WHE AT  STATE

Fir st of all, it may surprise some of you tha t the State of Idaho is in terested in wheat since we take great  pride in being the number one potato producer in the Nation. We also are the eighth  larges t producer of wheat and rank among the  top five in the p roduction of 10 other field crops. So we have a strong  inte rest in exports of wheat, especially because most of the wheat tha t is produced in our area goes to export channels, or approximately about 70 percent of  it.Wheat is the leading export item in the  Sta te of  Idaho and in 1977, the value of Idah o’s wheat exports was $96 million—approximately 40 percent of the value of all items exported, inc luding forest products, minerals, and manufactured food products.
The State  of Idaho ranks seventh national ly in per capita  exports of farm output . So you can see th at trade is extremely important to the economy of our State, and part icula rly to wheat producers, such as I.

TH E PA CI FIC NO RTHW EST

In  the Pacific Northwest States of Idaho, Washington, and Oregon, whose economies are very interrelated, the export  of wheat totals approximately 85 percent of the production each year. Any action our Government takes to either assist or impede exports will have a dramatic impact on our State  and region.
Most of the inform ation  I have given you on exports relates to the volume of wheat. There seems to be a new record set in wheat exports each year. The volume stati stics are impressive.
However, to me, and to the majority of the wheat producers in Idaho , the increase in volume of wheat shipments is not helping, due to low prices. We simply will not be able to stay in the wheat business unless prices do improve dramat ically, and unfor tunately we do not have the options in our State—and I thin k this is t rue nationally— to switch to alternate crops th at are more profitable.

DEPRE SSED PRICES FOR POTATOES

In  Idaho  we have had a major  sugar manufacturer go out of business because of unprofi tability,  e liminating sugar  beets as a  crop choice for many of  our farmers.  Potato prices are a t the most depressed level in years, and many producers in my area will not be able to sell their potatoes at any price this year because there is simply no market. I had a producer  call me from Rexburg the other nigh t and say tha t they were offering potatoes out of the cellar at 25 cents a hundred and could not get anybody to take them a t t ha t price. There is just no market whatsoever there.
PRO DUCTION  COSTS

The situation  in wheat is not  a whole lot bet ter. Washington State Tnivers ity recently published estimated production costs for winter wheat in the Palouse region, covering northe rn Idaho  and eastern Washington, for the crop year 1979. They calculated the break-even price for wheat production as $3.84 per bushel, based on representative costs of well-managed farms.
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I would like to give an example of how this production cost impacts 
profitability at today’s prices.

The price quoted at Port land , Oreg., for export of so ft white wheat 
on May 2, 6 days ago, was $3.85 per bushel. The average freight and 
handling costs from northern Idaho  to the  coast is 35 cents per bushel. 
This makes the net price to the farmer $3.50, producing a loss of 
34 cents a bushel, or $22.09 per acre. Based on these figures, a 1,000 
acre wheat farm will lose $22,000.

The costs o f wheat production in my area in southern Idaho on 
dry land acreage are comparable to northe rn Idaho,  but unfo rtu­
nately my freight costs are considerably more. Fre ight and handling 
from Burley to Portland is approximately 80 cents a bushel. This 
means the price I would have received for wheat on May 2, would 
be $3.05 per bushel, a loss of 79 cents per bushel, or $51.34 per acre. 
On my 1,500 acres, this trans lates to $77,000 lost this year, based on 
May prices. The prospects for this year’s harves t are not a whole 
lot better, the way things look now.

The fortunate  thing for me is tha t I  purchased my land some years 
ago and inflation has saved me somewhat. These values and costs are 
figured on an interest rate of 9 percent. Nevertheless, there would be 
a loss.

I went through my own place and figured my actual cost as to the 
exact amount i t cost me to produce wheat, and  I came up with a grand  
tota l cost of $104.80 per acre out of pocket cash that I have to put 
into my wheat crop each year. With my dry  land area having a yield 
established of approximate ly 28 bushels to the acre, about the same 
day tha t the soft white wheat sold for $3.85 per bushel in Port land , 
I sold some wheat a t my bin fo r $3.32 for 13-protein wheat. I f I t rans­
late those figures back to this year’s crop and this year’s production, 
out of the number of acres I wi ll have into wheat this year,  I  am going 
to lose $11.84 an acre. This is s trictly  out of pocket cash. I t does no t 
figure anyth ing fo r my retu rn on my investment or  anyth ing for man­
agement ability. It  does take into consideration some of the labor 
costs, though.

These things are real dollars to us and they make a real difference 
in the thing tha t hurt s us the most as farmers.

A simila r Washington State cost study last year showed an even 
higher loss because of lower prices.

POW ER IN  IDA HO

Estimates for 1979 were made prior to the rapid escalation of diesel 
and gasoline prices, which will make the picture even more bleak. 
Also, in the irriga ted areas of our State, costs are rising  even more 
rapidly  because of increases in the costs of  pumping due to power 
charges. Even in Idaho, where we have a lot of hydroelectric power, 
pumping costs have been increasing rapid ly every year since 1970, 
and just 1 month ago our power charges for pumping in our State  
took a 14-percent increase.

The C hairman. Where do you get your power from?
Air. Rfese. I get mine from Bonneville Power. This 14-percent 

increase was an Idaho Power increase. Burley gets about ha lf and 
half,  Idaho  Power and Bonneville Power. There are some coops
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.around the Burley area, such as R aft  River Electric  and South Side. The rest are stric tly Idaho Power.
How have we survived this long?

DEBT LOAD OF FARMERS

The debt load of farmers in our area has increased dramat ically. 
There are various Federal programs to assist in farm loans, and banks, insurance companies, and others still seem willing to loan money to farmers based on h igher land values. However, we cannot borrow our way out of the  situation. The day of reckoning is a lready here for many producers in our area.

At the Idaho Bankers Association meeting a month ago in Pocatello, 
there was much discussion about the number of farm auctions be ing 
held in our area. They were beginning to be a little bit concerned. 
Food production  seems to be one of two businesses: One is farming 
and the second is land ownership. The farming business or portion of this indus try is close to bankruptcy now, and the land ownership business is beginning to show a leveling of prices.

Unfor tunately, those of us who farm and own our own land are rapidly losing ownership equity even though land prices have in­
creased because we are borrowing against tha t land to support the 
farming losses. I might say tha t I bought my farm 9 years ago and 
I owe twice as much on the farm now as I  paid for it 9 years ago.

The Chairman . You are not making a lot of headway.
Mr. Reese. Either  I am a poor manager or I am not making very 

much headway. Inflation in land values is the only thing tha t has kept me in agriculture.

TI IE  SUPER FICIAL OPINION THA T NOTHING  IS WRONG IN  FARMING

This situation simply cannot continue and mainta in agricu lture and the family farms as we know them today.
Thomas Payne  said that “a long habi t of not thinking  a thing 

wrong gives it a superficial appearance of be ing righ t, and raises a t first a formidable outcry in defense of custom.”
Our Department of Ag riculture looks a t stati stical reports showing increases in farm land value and record exports and, I am afraid , 

forms a superficial opinion that nothing  is wrong in agriculture. When this  committee has the opportuni ty to review futu re international  
commodity agreements, and I am sure it  will, I hope it will keep farm prices in mind.

In  your review of general agricultura l policy in the Senate during  
this session, I  hope you will also closely consider the economic health of farming .

PRODUCTION CUTBACKS MEAN HIGHER  PRICES

I  t hink  it is f air  to say that the farmers of Idaho will accept pro­
duction cutbacks to obtain higher prices. All the indications tha t I have point  to their going along with tha t thinking. In Twin Falls  
County, I was asking about the partic ipation in the set-aside pro­gram. Last  year Twin Falls  County had approximately an 80-percent 
participation in the wheat set-aside program;  this year they have

48-59 8—79----- 3
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about a 40-percent part icipation. The price of wheat is so low that  
there is no incentive to join and partic ipate  in the program because 
your dollars will mean more to you if you go ahead and farm the 
ground. This does not give us much hope to decrease our production.

It  is important, however, tha t other countries which produce wheat 
also share in the production control and in holding the necessary 
reserves needed to insure food for the world in case of catastrophy.

There is one fu rther point I would like to make and tha t concerns 
the relationship of our export policy to the importation of foreign 
oil. It  has well been published to equate “a bushel of wheat with a 
barrel of oil.” Today wheat is approximately $3 a bushel and oil is 
approximately $20 a barrel. It  is easy to see, therefore, why we have 
a balance of trade  problem.

PRODUC TION COSTS' AFFE CTED BY COST OF OIL

Many of my production costs are directly  aiTected by the cost of oil 
because diesel, gasoline, fertil izer and chemicals are all petroleum 
derivatives. These costs have gone up dramatica lly, and I am ex­
tremely concerned t hat  the cost increases have only begun. Of course, 
all o ther farm inputs  are affected by energy increases, and there must 
be some mechanism to bring the price of wheat and the price of oil 
closer together, or my neighbors and I cannot continue in the farming 
business.

Thank you, Senator, for the privilege of being here and of appea r­
ing before your committee to make this statement.

The Chairman . Thank  you, Dallin. I think you have detailed in 
an excellent fashion the problem that  you face and that all other wheat 
growers face in our State, indeed th roughout the Northwest and this 
country a t large.

How would the gentlemen on the panel like to proceed? Do you 
each have a statement to present ?

Air. Lewis. I believe so, Mr. Chairman.
The Chairman . Would you like to comment on the testimony that  

you have already heard from Senator Bellmon and from the Dep art­
mental witnesses?

I am willing to accommodate any part icular procedure you would 
prefer.

Mr. Lewis. Mr. Chairman, I would like to very quickly summarize 
my statement and submit it for the record.1

The Chairman . Fine, Mr. Lewis.

STATEMENT OF ROBERT G. LEWIS, SECRETARY AND CHIEF
ECONOMIST, NATIONAL FARMERS UNION, WASHINGTON, D.C.

Mr. Lewis. I represent the National Farmers Union, as national 
secretary and chief economist. We do recommend that  the Senate 
rati fy the fourth extension of the 1971 agreement, although we recog­
nize th at it does not, by any means, comply with what our organiza­
tion has recommended in the way of an agreement. Nevertheless, it 
would keep open the door and shorten the time necessary to complete

1 See p. 54 for Mr. Lewis’ prepared statement.
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an effective agreement if, and when, the time comes tha t the need for 
action can no longer be ignored.

There is a second feature  of the agreement, a Food Aid Convention, 
tha t provides a mechanism whereby several countries can work to­
gether  to contribute food for emergency famine relief and simila r 
purposes.

TH E FOOD AID CONVENTIO N

Here again, the real meaning of this Food Aid Convention is to 
negate, rath er than to realize, the purpo rted cause of food aid. It

• means less food aid, not more. At the very time tha t this Food Aid 
Convention was introduced into the agreement, the United States  
began to retreat from its war on hunger, and actually our total  food 
aid has declined very, very substantially since the Food A id Conven-

* tion was introduced into this mul tilateral treaty.
Nevertheless, we th ink t ha t also has value and we recommend tha t 

the Food Aid Convention be extended. We hope th at the framework 
might  serve for a renewal of commitment by the United States and 
other countries to food aid.

SO ME TH ING MUS T BE DONE FOR FAR M PRICES

However, we are concerned th at approva l of this bobtailed agree­
ment, this toothless agreement, not be permitted to obscure the neces­
sity for doing something about raising farm prices immediately, and 
doing something meaningful about renewing the commitment to Food 
for Peace. I  believe tha t your committee can do a good deal to avoid 
tha t happening.

As far  as raising farm prices is concerned, I think  it is very im­
por tant to recognize that this is a matter of domestic farm policy. The 
President  of the United S tates does not need to ask for the consent of 
any other government or all of the other governments put together to 
raise the price support on wheat. He does not even need additional 
authority  from Congress. Congress has already given the President 
authority, or, the Secretary  of Agricul ture, to raise the  price support 
rate on wheat to 100 percent of parity— $5.90 a bushel, as of mid-April. 
We don’t need to have an international  agreement to get th at done. It  

, is a mat ter of domestic price  support policy. A lthough many farmers
have been “homswaggled,” Mr. Chairman, into supposing that  some­
how we have to negotiate with other countries to get tha t price of 
wheat up, tha t just  it not so.

TH E SIT UA TIO N W IT H SUGAR

The Chairman. A s an aside, as an item of interest to you, since you 
have many different crops to consider in the Farmers Union, let me 
say we have just the opposite situation in this committee facing us 
with respect to sugar. We have a sugar agreement which I think is 
worthy of support. It  might work, but even i f i t does, it will take sev­
eral years, at best, to work off the present surpluses in the world 
market  to bring the price up to something like a reasonable level.

Meanwhile, we have a sugar industry that  is dying at home because 
of the dumped prices for which foreign sugar is being brought in to 
our markets and being sold.
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HOLDING U P THE SUGAR AGREE MENT

I have been holding up the Internatio nal Suga r Agreement in order 
to get a domestic program that  is adequate to keep our own sugar beet 
growers in business. So, this thin g can work two ways.

In the case of wheat, we are looking for some kind of interna tional  
agreement that would be helpful. In the case of sugar,  we are holding 
back th at agreement in  order to force the  administration to accept a 
satisfactory domestic program.

It  is true with sugar, as it is with wheat, that this does not depend 
upon an interna tional agreement; it depends upon an adequate do­
mestic program and the necessary decisions on the home front .

Mr. Lewis. I am familiar  with  the actions of the committee and the 
chairman on the sugar agreement. The Farmers Union is sympa­
thetic  and unders tanding of what  you are trying to do and we com­
mend you. But I  th ink it  is very important now to recognize tha t it  is 
the  responsibility of the Government of the United States to deter­
mine, as a matter of domestic price support policy, what our farmers 
should get fo r their  work, for their wheat, for thei r products. All other 
governments tha t have any farmers  who produce wheat have similar 
responsibilities and they exercise them more sympathetically to thei r 
farmers than the U.S. Government does toward our farmers.

TH E REPORT OF TH E DEPARTMENT OF AGRICULTURE

Just a few weeks ago a very interest ing report was issued by the 
Department of Agriculture  which revealed tha t the United States 
is supporting wheat at the lowest price in the world. Now some quib­
ble could be made about whether Egy pt beats us out for last place. 
Egypt, according to this  USDA report, has $1.82 a bushel as a sup­
port  level. The United States has $2.25. However, the International 
Wheat Council, which does have an excellent sta tistical competence, 
as the Depar tment  of Agriculture  witness said, analyzes all of the 
subsidies and so forth that  go into the return to farmers and the 
government support to farmers. I t reports  tha t the total support in 
Egypt, when you take into account free irrigation  water, highly sub­
sidized fertilizer, high ly subsidized interest rates, and so forth , is $3.48 
a bushel. When you take in the set-aside payments and so on, in 1977 
the total support in the United States was $2.90.

So, according to the International Wheat Council’s correction of 
USD A’s report, Uncle Sam is giving the poorest support on Ea rth  
to our producers of wheat.

I t is very interes ting to note tha t the countries which are beating 
the pants off the United  States in indust rial competition and in the 
strength  of their  currencies seem to be able to endure f ar higher sup­
port to their farmers for wheat.

For example, the Japanese are at the head of the line. They do, 
indeed, pay the price of a barrel  of oil fo r a bushel of wheat—a little 
bit more, as a matter  of fact— $22 plus.

Switzerland, which also has a very strong  currency, suppor ts its 
farmers at $17.52 a bushel. West Germany, which is doing f airly  well 
and has a verv strong  deutsche mark, is able to pay its wheat pro ­
ducers $7.02. The Netherlands pays $5.50.
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So, it is hard to believe tha t the American economy cannot get 
along without the enormous subsidy tha t is provided by our farmers 
by supply ing wheat at the cheapest price on earth  to our domestic 
consumers, especially when, in our export program, we pass on our 
wheat at the cheapest price in the world to our prim ary economic 
rivals  and to our milita ry adversaries.

Mr. Chairman, I think tha t this committee needs to examine very 
careful ly the realities of the world wheat market, the world wheat 
economy. I f you do t ha t you will find tha t only about 2 percent of all 
the wheat produced in the world brings to the farmers who produce

• it down in Argentina  no more than  the so-called world market  price. 
The world market price is not a valid indication of what the  real eco­
nomic value of wheat ought to be. I t is not a valid indication of how 
the world can be fed—that  is, what the price of wheat needs to be

* in order to feed the world.
Fifteen percent o f the total  supply of wheat is produced by farmers 

in the export countries. But  even the larges t of those—the United  
States, Canada, and Australia—find it necessary to dip into the ir 
treasuries  to  pay something extra or to  charge a higher price to thei r 
own consumers for bread in order  to keep the ir wheat producers 
going. Eighty-five percent of the total  supply of wheat in this world 
brings  to the farmers that produce it prices substant ially above the  
so-called world market price. That world market  price and the world 
market  system, need to  be bette r understood by the American people 
and bv American policymakers. I strongly urge tha t this committee 
look into that and into the marketing system to determine whether  
there’s any sense in giving away our wheat as cheaply as we do.

TH E NEED FOR AN INVESTIGATION

I  think also i t is very necessary to have a full dress investigation 
of the present food aid policies and programs of this country. The 
facts are clear. Our annual food a id shipments have been running at 
the lowest levels in the history of the program  in the pa st h alf dozen 
years or more. They are continuing a t these very low levels. They are 
lower than  at any time since the start -up year in the Eisenhower 
administ ration.

TH E HUMANITARIAN  ASPECTS OF FOOD

The decline in the food-for-peace program raises some distressing 
questions for farmers. We are concerned about the humanitarian 

’ aspects, but  we are also concerned about the implications for market
development. We apprec iate that Public  Law 480, popularly  known 
as food for peace, and properly known as the Agricultu ral Trade 
Development and Assistance Act, has laid the foundations for the 
enormous export market that farmers in this country  now have. We 
are concerned th at perhaps the sharp  decline in food aid shipments 
signifies tha t the U.S. Government is retre ating from the develop­
ment of addit ional export markets fo r American farmers.

CONGRESSIONAL INTEREST  IN  PUBLIC LAW 4 80

The Chairman. That is something into  which the  committee should 
inquire, because we have a very keen inte rest in Public  Law 480. As
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for domestic farm policy, this committee’s jurisdiction, as you know, 
would be limited to agreements with foreign countries relat ing to 
export prices. But we will do all we can, within our jurisdic tion, to 
try to promote a sound farm policy.

I think  the economic dimension of our farm policy has never re­
ceived sufficient attention in this committee. I want to see tha t changed, 
because exports are so important to American farmers. I think we 
absolutely must develop a sound export policy.

Mr. Lewis . I appreciate that , Mr. Chairman. I urge tha t this com­
mittee. recognizing tha t its mandate is the interna tional  scene, inves­
tigate  the international wheat economy and bring to public attention 
some of the wild anomalies tha t do exist. The world market price 
is a phony indicator of what wheat prices ought to be. It  applies 
realistical ly only to 2 percent of  the tota l world production of wheat. 
Still, it is being used in domestic policy as a yardstick, as a measure­
ment, of what our farmers ought to get.

The Chairman . The same is true for sugar, for which the world 
price is being used as an indicator. It  has no relationship whatever to 
the costs of production either here or in foreign countries. It  is a 
dump price for sugar th at is not sold under a special contract.

SENATOR HA YA KA WA  PRESIDES

Senator Hayakawa. Mr. Chairman, before I excuse myself for an­
other meeting, I want to thank the last witness fo r his testimony on 
behalf of th is committee.

The Chairman . Senator, would it be necessary for you to leave 
righ t now? There is a vote in the Energy Committee th at I have to 
go to rig ht now. I  was wondering if  you could keep this meeting going 
until I returned.

Senator Hayakawa. Well, you will have to return really soon. 
Would someone please telephone to indicate I will be delayed for a 
few minutes ?

The Chairman . Senator  Ilavakawa , I appreciate this very much. 
Please come up here and assume the gavel while I am gone. I  will 
be back as soon as I can.

Senator H ayakawa [pres iding]. I really did not expect to become 
Chairman so soon. [General laughter.]

Mr. Lewis, let me repeat that  I  want to express my grat itude to you.
Mr. L ewis . Senator. I want to express my grati tude to you, too. I 

heard you lecture at the  University  of Wisconsin when I was a fresh­
man taking English.

Senator  H ayakawa. You don’t look that old. [General laughter.]
Mr. Lewis . You lectured on semantics, and I hope th at I have no t 

disappoin ted you.
Senator Hayakawa. Not at all, and thank  you. I  enjoyed your re­

marks very much. You are certainly  no d isappointment, I assure you.
Thank you again for your statement.
Is there fur ther testimony?
Mr. Baum. Senator, I  believe I will go next.
Senator H ayakawa. Thank you, Mr. Baum.
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STATEMENT OF RICHARD K. BAUM, PRESIDENT, WESTERN "WHEAT 
ASSOCIATES, WASHINGTON, D.C.

Mr. Baum . Se na tor , I  will  jus t sum marize  my rem arks  an d ask  
th a t m y state me nt be incorporat ed  in to th e r eco rd.1

I  am Ri ch ard Baum , pres ide nt of  Wester n W he at  Associa tes.  I  
have  wor ked  fo r the  wheat  gro wers fo r 30 yea rs. I am no t a wh ea t 
pro ducer . I have been resp onsible  fo r the  marke t development  in th e 
As ian  area  fo r 25 y ears in ou r cooperativ e prog ram with the  Fo re ign 
Agr icul tu re  Serv ice.

, I do not hav e th at  much new to say about the  In te rn at io na l W he at
Ag ree ment.  We fu lly  su pp or t the  extension  of  it. One of ou r staff has 
pa rt ic ip at ed  as a co nsult an t to the  U.S . del egation  du ring  most of  
th ei r m eet ings, al te rn at in g with ou r s ister group, Great  P la ins W he at,

„ and we w ork  c losely wi th the  N ati on al Assoc iation of Wheat Growers
an d the ir  r epres entat ive s.

SUP POR T FOR INTE RN AT IONA L COOPERATION

We do su pp or t in tern at iona l coo peratio n wi th othe r major  wh ea t 
ex po rti ng  n ati on s on mea sure s to imp rove coordin ation  o f pro duction  
an d marke tin g policies  fo r food  to dev elopin g nat ion s. We  feel  the 
Uni ted States  is the  only  c ountr y th at  h as done  an adequa te job  in t hi s 
are a, as you know, in mak ing any  at tempt  to control the  prod uc tio n 
or  to w ith ho ld r eserves fro m the  mark et.

In  the  are a of ma rke t sh ar in g and  an “O PE C r  fo r whe at, we feel 
these are  unw orkable. We feel the  OPEC idea  is unw orkable because, 
sim ply , alm ost  every co un try  in the world  can  produc e wh eat  at  a 
price. Ja pan’s su pp or t price according  to ou r figures, is even high er  
th an  an e ar lie r estim ate . T hese  es timates de pen d on  w ha t yen  value y ou 
use. I t  h as been ru nn ing at aro und $1,000 a ton  fo r whe at on no rm al 
acreage. I f  Ja pa ne se  fa rm ers were to sh if t fro m rice  acreage, the 
sug ges ted  price would go  up to $1,250 a ton. w hich is over $30 a b ushel. 
Bu t even at  th at  level, they  o nly  i ncreased produc tio n by 150,000 tons 
th is  pa st y ear . So  in its elf  th at  is n ot  that  signif icant.

EX PA NS ION OF MARKE TS

• We  know t hat  m ark ets  can be exp and ed.  W e h ave helped  to develop
th e mark ets  in Ja pan . Ko rea , and Ta iw an , fo r exa mple, fro m con­
sum pti on  of aro und 30 pounds pe r person  to aro un d 72 pou nds  pe r 
person  tod ay.  Th is  may  lie rea ch ing  a maxim um level.

- Se na tor H ayakawa . Ar e you  ta lk in g only abou t wheat ?
Mr . Baum . Yes, wh eat  food s— wheat  con sum ptio n is up  to aro un d 

70 p ounds pe r person  in all three  of those cou ntr ies . When we s ta rted  
wo rking  th ere  20 y ears ago, it was more like  30 po unds per person.

Th is is probably rea ch ing  a levelin g off stage because of  the  high  
con sum ption o f rice  a nd  o ther foods which  t hey wi ll wan t t o con tinu e 
to  eat .

• The p oint  is if  you  t ry  to  fre eze  m ark ets  and  go in to  m arke t sha rin g,
then  who has anv  ince ntiv e to go in and develop  these ma rke ts?  We  
presen tly  a re wo rking  in  m ain lan d Ch ina  and  we ha ve made a co mini t-

1 See p. 70 for Mr. Baum’s prepared statement.
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ment to establish a model demonstration bakery for them because one of their  goals is to increase convenience foods.
DIVIDING THE MARKET SHARE

Again, if you are going to divide up the market  share, based on 
historical records, we would be out of the China market which has never been a traditional market for us. The same thing  is true in Indo­nesia and Sri Lanka, where we are gaining a large r share of markets tha t tradit ional ly have been prim arily  A ustra lian markets. These are  
markets that are growing.

Indonesia, for example, only has a per capi ta consumption of about 15 pounds per person. We know tha t it  can be increased somewhere to about the same area as in Jap an,  Korea, and Taiwan. That is, up  to 
around 60 o r 70 pounds. But if markets are frozen, then we would be out of those markets, which are growing. Who is going to service a market if  it is just going to be divided up ?

We think it is very difficult, if not impossible, to make price arrange­ments work. The  international grain arrangement some of us were in­volved in in 1968 simply would not work. There is no international policeman if someone does decide to cheat. It  then becomes very com­plicated. How are you going to rela te prices of dark winte r wheat and 
spring wheat produced in Canada and the United Sta tes, of 14 percent 
protein, with Austra lian soft wheat o r S oft Red Winter  wheat in the  
United States, or even Western White in the Pacific Northwest?

THE  DIFFERENT USES OF WHEAT

Wheats  have tradi tiona l uses for different foods and they have dif ­ferent  values. Who is going to set up the price differential and  how are 
they going to change prices from year  to year when there are different protein levels produced?

For  the past 2 years in the Pacific Northwest we have had short 
crops of White wheat. So th at value of white wheat these past  2 years 
has been much higher than normal in relationship to hard red winter or dark  spring  wheat.

These are market functions. I f  you star t substituting a cartel ar ­rangement, we don’t know how tha t would function. Who, then,  will 
market  damaged wheat, for example? This past year we had rain damage of 30 million bushels of wheat in the Pacific Northwest alone. Well, that wheat has been moving into feed, but about 60.000 tons 
has moved down to Singapore and has been milled into flour for Vietnam.

FIVE MAJOR CLASSES OF WHEAT IN  THE UNITED STATES

Again, how would you handle all of these cases? We have five major 
classes of wheat in the United States, each having somewhat different uses, including durum. It  seems to me almost an impossible task to 
legislate or  have some international body sit down and arbi trar ily say 
tha t wheat is worth this much this year for these different kinds. I 
think it would almost preclude the continuation of the wheat market 
development program.
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We recognize that the price of wheat is far too low and  th at some­
thing must be done. We certainly  encourage the United S tates to work 
with other major  world wheat exporte rs toward the end of raising 
prices.

We would like to supplement the remarks of Mr. Lewis of the 
Farm ers Union. I t is difficult for farmers to understand why the United 
States is cutt ing back on funds  for CCC credit from $1.6 bi llion to 
$800 million in the next budget year w’hen there is more demand this 
year for CCC credit  than  can be supplied, even at very high intere st 
rates.

REDUCTION IN  PUBLIC LAW 48 0

We also do not understand why there is a hold-down and reduction 
in Public Law 480 when there is more need tha n the United States can 
supply and when it  is the only wav the United States will hold its 
share of the market in developing countries, like Sri Lanka , which 
has the largest flour mill in the world, which will s tar t opera ting next 
April . It  is very close to Australia and our Australian friends will 
dominate tha t new market completely without the use o f Public  Law 
480. The same thing is true in Indonesia.

So, we would urge this committee to use whatever influence i t has 
to restore additional funds to CCC credi t and the Public  Law 480 
program for  the fiscal year 1980 budget.

With that  very brie f comment, let me say that we appreciate the 
opportuni ty to testi fy before this committee and would be happy to 
answer any questions.

Senator H ayakawa. Thank you. Air. Baum.
You were using the  expression tha t you were seeking “not an OPE C 

for wheat.”
Mr. Baum. Yes, sir.
Senator H ayakawa. Would you expand on that a bit, please.
OPE C operates stric tly as a monopoly, as a cartel, and sets world 

prices.
Mr. Baum. Yes.
Senator H ayakawa. Anyone who is a member o f it follows those 

prices.
MOST W HE AT  PRODUCED ELSEWH ER E

Mr. Baum. Exac tly. We don’t think it is possible for  Canada, Aus­
tral ia, Argent ina, and the United States—even though they export 
about 80 percent of the world’s wheat exports—to be able to set prices 
and hold those prices when the majority of the wheat produced in 
the world is outside of such an agreement.

In  India , for example, wheat production has t ripled roughly in the 
last 10 to  20 years. I t has grown from about 12 million tons to almost 
30 million tons this year. The Indian farmer receives more today for 
producing h is wheat from h is government than  the American farmer 
gets. They now get a guarantee of close to $140 a ton.

My point is tha t the Ind ian  Government recognized the wav to 
raise its production of wheat was simply to give the farmer a high 
enough price so tha t he could afford to p ut the inputs in to increasing 
production by way o f irr igat ion and fertilizer. They have been able to 
get that . But, ironically, at the same time they claim tha t they have
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17 million tons of reserve food grains in India. They say that they have 
a surplus. But there are actually 200 million Indian people who are 
on a starvation diet. They cannot afford to buy the government’s food.

So, the real problem here is the lack of purchasing power o f the 
consumer.

The OPEC  question is simply one of how are you going to  control 
all of the nations, other than these four nations, which will not pay any 
attention to the OPEC rules.

SUBSIDIES TO FARM ERS

Senator ITayakawa. Let me ask this. In wheat production, do all 
wheat producing nations subsidize their farmers ?

Mr. Lewis. Yes. I think in one or another the government determines 
what the price is going to be in every country, by one means or another.

Senator H ayakawa. Does it do this for exports?
Mr. Lewis. Well, 85 percent of the total supply of wheat is produced 

and marketed in national markets that  are protected by their national 
governments, leaving the other 15 percent, produced by the four major 
exporters, to compete for whatever is left of the  market. The govern­
ments of Canada, Austral ia, and the United States do provide extra 
subsidies above the so-called world market price to their producers, 
leaving only 2 percent of the total production of the world in Argen­
tina, where the farmers get little, if anything, more than  tha t world 
market price.

I respectfully disagree with my fr iend Mr. Baum about the work­
ability of cooperative action on the pa rt of the exporting countries to- 
maintain a better price than we have. I  don't think we should call it a 
wheat cartel. I think we should recognize that what is being proposed 
by Senator  McGovern and by Senator Bellmon—though these Sen­
ators do differ slightly on their proposals—is primarily and in my 
view this: All we need to do is do what we are doing now, but do it  
at a higher price. The governments of the United States, Canada, 
Argentina, and Australia  consult with each other regularly  and have 
done it. I used to be the official in the U.S. Government that  handled 
those consultations. We continually look at the pricing policies of each 
government in relation to what sales are being made and what share 
of the market is being achieved, and adjust those prices accordingly.

M A RK ET SII AR TX O

I think market sharing is going on righ t now. Every  time anybody 
criticizes what another country is doing with its subsidy rate, it is 
expressed in terms of they are getting  more than thei r share of the 
market. Then we put pressure on the other government to change its 
subsidy program so that  they  will adjust their  share of the market.

So, actually, we are not talk ing about something new and something 
different. We are talk ing about doing what we are doing now, but 
doing it at a more realistic price.

Senator ITayakawa. Thank you. Mr. Lewis.
Mr. Baum. I didn’t mean to sav that  T oppose working with the other 

world exporters  toward this goal because we do favor that. But T said 
in the hard sense of an OPE C cartel,  it will not work. It  won't work if 
you are talking about getting $20 a bushel for wheat.
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THE MEC HANISMS WHI CH  ARE IN  PLACE

Mr. L ewis. I think we basically do agree about th at. But we do not 
need to raise all of the frights and negative images of a car tel to get effective cooperation among the expor ting countries. The mechanisms 
are in place. They have been in place since World War I I.  We ought to 
run the machine th at we have had in place since World War II  with grea ter justice for farmers and grea ter respect for the needs of the? 
world for food security. We need more wheat in this world. There is jus t no way to dodge that issue. Keeping  the price down below the cost 
of production is con trary to the interest of the United States  and every other country of consumers and of political stabil ity, and so on.

We have the machinery in place. I f  we run it  right , we can handle  the problems of  surpluses and food aid  and adjusting  supplies to de­mand when th at needs to be done. We ju st have to have the c reat ivity  
and the guts to go out and do it. The United  Sta tes has done it  before  and we ought to do it again.

The Chairman [pres iding]. Thank you very much for your  testimony.
Who would like to speak next ?
Mr. Wilson. I think I  am probably next.

STATEMENT OF WINSTON WILSON, PRES IDENT, NATIONAL 
ASSOCIATION OF WHEAT  GROWERS, WASHINGTON, D.C.

Mr. Wilson. I am Winston Wilson and I am presiden t of the Na­tional Association of Wheat Growers. I am a wheat fa rmer in Texas.
With your permission, I would like to submit my written s tatement and will pa raphrase i t for the  record.1
The Chairman. Very well.

SUPPORT FOR TH E AGREEMENT

Mr. W ilson. A t the outset, let me indicate tha t our association does support the extension of the 1971 Internatio nal Wheat  Agreement and its components: The Wheat Trade and Food Aid Conventions. Appar­ently under curren t conditions, this  is the lowest common denominator 
and probably the only type of agreement which developed and develop­ing nations as a group are prepared to accept.

Concerning the Inte rnat iona l Wheat Agreement, I was more than 
a lit tle upset a few minutes ago a t the statement by the witness f rom the State  Department to the effect that  they did  not consider efforts to obtain an in ternat ional agreement in the Geneva context as being bad. I 
think it is high time tha t the U.S.  Government pronounced this effort bad if, afte r 18 months, we have been unable to come to some kind of 
agreement between exporters and importers. I  think  it is time to look in other  directions, despite what the S tate Department m ight say.

TH E SENATE RESOLUTION

Mr. Chairman, earli er you asked the witnesses if they would welcome a sense of the Senate resolution regarding the Secretary of Agricu lture
1 See p. 73 for  Mr. Wilson’s prepared statement.
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looking to  o the r a reas.  I  think  our associat ion would welcome not only  
a sense of  the  Senat e reso lution,  bu t even a manda te fro m the  Senate 
to  the Secre tary to look a t this , because it  is h igh  tim e, af te r 18 m onths  
of  fu tile neg oti ating , th at  we looked  to oth er areas fo r an interna­
tio nal agre ement.

TH E NEGOTIATIONS

I would add, tho ugh, th at  we feel the  ne go tia tin g team , which con­
sisted p rin cipa lly  of I)r . H ath aw ay  an d Tom Saylo r, d id  a good job  fo r 
the  A merica n farm er  because they stuck by th ei r guns i n tryi ng  to  get 
an agreem ent  t hat  wo uld be o f benefit  to  us. W hen  i t became a pp aren t 
th at  such an agreem ent  was not in the  offing, th ey  packed  th ei r bags 
and went home. I  th ink the y sho uld  be commended  fo r th is  because 
the y recognized the  fac t th at  the y were not pro fessional  negotia tor s, 
bu t w ere the re to rep resent  Am erican  agriculture . I th in k they did  do 
th is in a very posi tive  manner.

When the  neg otiatio ns did  fold—in our o pin ion , and  I  t hi nk  in the 
opinion o f most o the r people , th ere  was  re ally n ot  much fu tu re  in  these 
effor ts. We called upo n the  Car te r ad mi nis tra tio n to  beg in ta lks im­
media tely  w ith  the oth er majo r e xp or tin g n ations to arr ive at  a  w ork ­
able burden shar ing arr angeme nt.  I t  is ou r hope th at  some typ e of  
arr an ge me nt  between exporte rs c an be ar riv ed  a t. I  know th is has  been 
discussed ea rli er  by the  witnesses from the  Dep ar tm en t a nd  by p riv ate 
witnesses. Bu t le t me men tion  some figures f or  world  wheat  p rod uct ion  
by the majo r exporte rs which, in ou r minds, make it imperat ive  th at  
some type  of a rra ng em en t be ar riv ed  at.

THE CUT  IN  WHE AT  PROD UCTION

You  will remember th at  last  year the  Am erican  wheat  farm er  Cut 
his  prod uction by a pp roximate ly 12 perce nt. I  thi nk  we saw some very 
benef icial pr ice  impact because of t his , along  wi th the  Departm ent-h eld  
reserves. We  hav e seen signif icantly  be tte r pr ices  in the  pas t 12 months.

Whil e the  U.S. farm er  was c ut tin g his pro duction 12 perc ent , Ca na­
dia n wheat  far mers increased  th ei r ou tput  6 per cen t, Au str al ia  in ­
creased  its ou tput  99 percen t, Arg en tin a’s p rod uct ion  was up 47 pe r­
cent , and the Eu ropean  com munity  was up  22 percen t. Had  any of  
these  ma jor  exporte rs or major  wheat  pro ducin g cou ntr ies  cut th ei r 
production by any  degree whatsoever,  or  ha d it  rem ained even the 
same an d had the re no t been these amazing increases, I  th ink we wou ld 
hav e seen some decent wheat  pric es in the  wor ld wheat marke t. Th e 
U.S . f armer  would  no t have  had to cu t pro duction  as much’.

Th e Chairma n. Y ou he ard  the  arg um ent made bv the  Se cretary 
th at  he  has  serious do ubts th at  an agree men t between  the Uni ted  Stat es,  
Canad a, Au str al ia,  and  Ar ge nti na  would  work because  o f o the r major  
wh eat  pro ducer s th at  migh t en ter  the  export ma rke t. W ha t did  von 
th in k o f th at  argume nt ?

T II E  SUCCESS OF TH E EXPO RT PROGRAM

Mr. W ilson. Le t me a nsw er t hat  bv f irst  st at in g ou r view of  the suc­
cess o f an expo rt pro gra m.

1 th in k fa r too often  government officials view how  good a job we are 
do ing  in  ex po rti ng  by how ma ny bushels  we ar e moving . A s a farmer,.
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as a  businessma n, and  as  any economist  who  work s for  the  U.S . G overn ­
me nt  know s, we should pr im ar ily  be measu rin g the success of  e xp or t 
prog rams by how  ma ny  do lla rs  come back to  th e U.S . economy. 
Bushe ls do no t buy a th in g ; do lla rs  ar e wha t we have to hav e. T hat is 
how we measure o ur  tr ad e defic it, in  do lla rs.

Maybe  we would  se ll a lit tle bi t less. But  i f the income is inc rea sed , 
an d my income fro m my  fa rm  is increased , th en  the co un try  is be tte r 
off and I  am be tte r off. I  th in k th at  is th e only re leva nt  me asu re at  
wh ich  we sho uld  look.

I  was a l it tle disapp ointed  in  the argu men t D r. Hatha way  used as to
• wh y th is  would no t work. I  t hi nk  he m ent ion ed th e fact  tha t if  we go t 

wh ea t prices  up , the Eu ro pe an  com mu nity wo uld  sell all  th ei r wh ea t 
an d buy U.S . feed  grain s.

In  the  first place, the  Eur op ea n com mu nity no rm al ly  im po rts  mas-
" sive amo unts o f U .S. wh ea t because the q ua lity of th ei r w heat is so low

th a t they  mu st use ou r hi gh er  q ua lity wh ea t in th ei r dom est ic ba ki ng  
indu str y.  S o I  don ’t th in k th is  argu men t w ill ho ld up  a ltoge the r.

In  the  second place, th e Uni ted State s is the only major  e xp or te r of  
feed gr ains  in  the  w orld. I f  th e Eu rope an  c om mu nity sto pped  feed ing 
th ei r low gr ad e wh eat  and  s ta rted  buy ing U .S.  feed  g ra ins, I  thi nk  th e 
U.S.  economy would  ce rta in ly  be in a be tte r posit ion . So I th in k th is  
is a  pr et ty  poor a rgum en t, to be  hones t.

I  c anno t b uy the  f ac t t h a t we c ould  n ot  have  s ign ificantl y im proved  
wh ea t prices  if  th e m ajor  ex po rte rs go t toge th er  on su pp ly  
ma nagem ent .

NOT A CARTEL ARRAN GEMENT

I  wan t to  m ake  it  c lea r th a t we are  no t neces sar ily  ta lk in g abou t a 
ca rte l ar rang em en t fro m th e sta nd po in t of  fix ing  t he  pr ice  of  X  an d 
lea ving  i t the re.  Our  i nt er es t is in ge tt in g some coopera tion in  supp ly 
ma nageme nt and prod uc tio n an d some othe r mat ters . As  I  indic ate d 
ea rli er , th e Un ite d St ates  did cu t back produc tio n la st  y ear. We  he ld  
abou t 400 millio n bus hel s off th e marke t in  the fa rm er  he ld rese rve.  
Thi s ha d a very signif icant, posit ive  im pa ct  on wo rld  pric es. Ye t we 
ha d no coo peratio n wh atsoev er fro m the  o ther  ex po rte rs.  I  canno t h elp  
bu t be lieve ha d t hey tak en  sim ila r ac tion s, o r a t lea st n ot  increa sed  p ro ­
ducti on  an d no t increased  t he  s tock s t hat they  d um ped on th e marke t,

• we would  have ha d some dec ent  wh ea t prices  toda y.
I  agree  wi th Dr . Hat ha way ’s argu men t t ha t were we to  raise  p rices 

to  $10 a bushel  or  $15 a bushel,  we would  see a lo t of  inc rea se in the 
wo rld  wheat p roducti on  in  area s w here it  has  no t been  produced before.

• B ut I  t hin k if  we hav e a more reason able an d a mo re ser ious su pp ly  
ma nageme nt system by th e m ajor  ex porte rs,  we w on’t a tt ra c t th is  k ind 
of  prod uc tio n in th e w orld m ark et.

TH E ROLE OF TH E U.S . GOVERNMENT

I  th in k it  is very im po rtan t th a t t he  U.S. Gover nm ent , bo th  th e C on­
gress an d th e ad min ist ra tio n,  ta ke  a dif fer en t look at o ur  ex po rt policy  
because basically the U.S . ex po rt policy has no t c hanged since W or ld  
W ar  I I , du ring  th e pe rio d of  th e M arsh al l p lan . A t t h a t tim e we wer e 
seekin g t o reb uil d the economies o f E ur op e and the  econom ies o f A sia , 
an d th e Uni ted State s so rt of  became the doorm an fo r in te rn at io na l
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tra de . We alw ays  wanted to have  free and open tra de . But  i t lias been 
pointed  ou t ea rlier  th is aftern oon th at  the  Un ited State s seems to be 
the only  majo r cou ntry  th at pra ctices  this. We have  seen the impact 
upon our  economy as a resu lt.

I th ink it  is time  tha t we examine our t rade  po licies  in  l ig ht  of  th ei r 
■contribution t o our economy. I t hi nk  it  is time we maxim ize ou r re turns 
from our export business.

In  closing , I would urg e you to give  care ful  consider ation to  encour­
ag ing  the  ad mi nis tra tio n to ca ref ull y inq uire into the like liho od of 
ge tting  an agre ement  be tween exporte rs because I th ink there  a re real 
possibi litie s here.

PH RA SIN G OF TII E  SEN ATE  RES OLUTION

The Chairman . I certa inl y will  do tha t. Also, I  would hope  th at  you 
gen tlem en would assist the  committee  in the  wording  of a sense o f the  
^Senate resolution  re la tin g to th is  matt er  so th at  the  committ ee can 
tak e it up a nd c onsid er i t a t it s ne xt m ark up  session.

1 would ask the staff  to  work wi th these  paneli sts  on w ha t th e wo rd­
ing o f th at  resolut ion should  be.

Mr.  Minea r, do you  have  a sta tem ent ?

STATEM ENT OF LARRY MINEAR , CONSULTANT ON WORLD
HUNGER,  CHURCH WORLD SE RV ICE/LU TH ER AN  WORLD RE ­
LI EF , WASHING TON, D.C.

Mr. Minea r. I have  only  a br ief sta tem ent , Mr.  Ch air ma n.1

1 am Lar ry  Minear.  I  work with religious org aniza tions  concerned  
wi th hung er  and  maln utr ition . We also su pp or t equ itab le prices fo r 
producers  and are concerned abo ut the pl igh t of U.S. pro ducer s which 
has been descril ied toda y.

My p rep are d sta tem ent g ives my view th at  th e In ternat iona l Wheat 
Agree ment,  in addit ion  to being a comm ercial  arr angeme nt,  has  im­
po rtan t imp lica tion s fo r world  food security. You mentioned  th is in 
your  own opening remarks .

In  the  wake of  the regrett ab le collap se o f th e wheat  ta lks , the  S ena te 
should , in my view’, ra ti fy  the four th  extension of  the  1971 agree ­
ment. I t  may , lat er  in the  summer , also need to  appro ve  a fu rthe r, 
bu t hopefully bri ef,  exte nsio n of a clearly  inadeq uate, or, as you sav, 
“to oth less,” agre ement. However , no number of extensions, in fac t, in 
my view’ no thi ng  shor t of a new’ and  more  effective  agreem ent , wil l 
hasten the  coming of stab le and  equ itab le wor ld wheat  prices and 
wo rld  food secur ity in the 1980’s.

Whatev er the  prob lems with ne go tia tin g a new W he at  T rad e Con ­
vention— and  I  am persu aded th at  alt ho ug h th ere  are se rious  problem s, 
they  can , indeed, be overcome— a new Food Aid  Con ven tion  needs  com­
ple tion and  rat ific atio n a t the  e arl ies t possible moment.

You might even wa nt to  conside r wi thh old ing  Sen ate  app rov al for 
the  fif th extension un til  a Food Aid  Convention  is ava ilab le for ra ti ­
fica tion . as  a way of  ke eping pressure  on the  food aid  side of  the In te r­
na tio na l Wheat Agr eem ent .

1 See p. 74 for  Mr. Minea r’s pr epare d sta tem ent.
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Finally, I think there are some things tha t U.S. food aid and de­
velopment assistance could do in the area of food security. Some of 
these have been before the Foreign Relations Committee earlier in  the 
markup of the economic aid bill.

Thank you very much.
The Chairman. Tha nk you very much, Mr. Minear, for  your 

testimony.
I want to thank the members of the panel for the ir statements today.
There is one other statement to be presented to the committee, and  

it is from Mr. Michael L. Hall , president. Great Plains Wheat, Inco r­
porated. Mr. Ila ll was unable to a ttend  the meeting today, so we will 
incorpora te the body of his statement into our record.

Gentlemen, if we can secure your assistance in fur ther refinement 
of this sense of the Senate resolution, I  th ink we can take i t up  a t our 
next markup meeting. I  hope th at some expression of political suppo rt 
will be helpful to the Secretary of  Agriculture  when he meets with the 
Canadians, the Australians , and the Argen tinians.  I hope we will see 
some movement on this fron t.

This Committee will do all that  it can.
Thank you all very much.
The hear ing is adjourned.
[Whereupon, at 5 :28 p.m., the committee adjourned,  subject to the 

call of the  Chair.]





APP EN DIX

P repared  Statem ents S ubmitted  for tiie  R ecord

Prepared  Statement ok Hon. Henry Bellmon, a U.S. Senator From the 
State op Oklahoma

Mr. Chairman, members of the Foreign Relations Committee, first let me- 
express my appreciation for the invita tion to present my views on the proposed 
fourth  extension of the Wheat Trade Convention and World Food Aid Convention 
constituting the Inte rnational  Wheat Agreement, 1971. My comments this af ter­
noon will be directed to the existing domestic grain situation , the proposed 
two-year extension of the current Inter national Wheat Agreement, legislation 
tha t I have introduced and an upcoming meeting of representat ives of gra in 
exporting countries in Saskatoon, Saskatchewan, Canada, on May 10.

Mr. Chairman, in 1978 the United S tates produced 1.8 billion bushels  of wheat. 
Supply deviations occur depending upon market price incentives, set-aside  re­
quirements and weather patterns. Carryover  for  the new crop year which begins 
June 1, 1979, is projected to be 950 million bushels. Under our current  farm 
program and the current wheat agreement, the President’s budget predicted  the 
average price received by farmers will be below $3.00 per bushel for the crop 
year tha t will soon begin. With today’s production costs of about $4.00 per bushel, 
this price means tha t wheat growers a re selling at  a loss and unless conditions 
change our country will ultimately face a food shortage.

The long range demand for food grains, soybeans and feed grain is excellent. 
According to W. David Hopper, Vice President, South Asian Region, the World 
Bank, in a statement before the Congressional Roundtable on World Food and 
Population, February  27,1979:

“In all, the demand for food on a global basis can be expected to increase  at 
close to 3.0 percent per annum, approximately four-fifths of which is population 
expansion and the remainder due to income growth. A growth of 3.0 percent per 
year implies a doubling of food requirement in 24 years. Holding the present 
pattern of food distribution constant, and assuming a continuation of present 
population and economic expansion growth rates, there  will be a world food need 
of approximately  3.0 billion metric tons of grain by the turn  of the century.”

In a similar  projection, before the same roundtable on January 23, 1979. 
Maurice J. Williams, Executive Director of the World Food Council, United 
Nations. Rome, Italy,  stated :

“In the next 15 years the demand for food grains in the developed countrie s 
will increase tremendously—by an estimated 200 million tons, or nearly equiva­
lent to the current production of grain in the United States. During this period 
demand in the developing countries  will increase by 350 million tons, (13 billion 
bushels) and under current patte rns of production well over 100 million tons 
(3.7 billion bushels) of th is increase in developing world demand would have to 
be met by increased exports from North America.” ,

Unfortunate ly, the near  term demand for  wheat i s not good. I f the Administ ra­
tion’s projected price of under $3.00 is accurate, many young people may be 
forced to abandon farming. The average age of American farm ers is going up 
rapidly so there is need to keep young people in the food producing business.

Mr. Chairman, it is interesting to note tha t even though grain producing 
countries are  now exporting grain at prices below costs of production, our 
foreign consumers are not bene fiting  from our largess. For  instance, las t year 
Japa n imported 121 million bushels of U.S. wheat which thev had bought at  
on-tlie-farm prices of about $3.00 per bushel. Once it  reached Japan, this wheat 
was resold for $8.80 per bushel. This resale policy provided an income of over 
$500 million in revenue to the Japanese t reasury.

(45)
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A sim ilar  s itua tion  exists w ith the European community which las t year placed 
a duty  of $3.90 per bushel on the 84.5 million bushels of wheat they impor ted 
from the  U.S. The European community governments thus net ted over $325 
million in  revenues. .

The above phenomenon is more objectionable  when it is realized that  in 19«8 
the U.S. had a deficit in its  trade  accounts with Japan of $11.0 billion and  a 
deficit of $3 billion in i ts t rad e with W est Germany.

It is plainly in our nationa l interest to e stab lish  a trade policy which provides 
a 'a ir  income to ou r grain  producers and which reduces the opportunity for othe r 
coun tries  to profit  at  our expense.

As the  members of the Committee well know, wheat agreement negotiations 
were adjourned  in February af ter the par tici pat ing  countries, represen ting  both 
importers and exporters , could not resolve seve ral major issues. The are as on 
which a consensus was not achieved in the Geneva negotia tions  w er e:

1. Specific rese rve stock contribu tions  by member countries  necessary to pro­
vide and  to in sure an adequate tota l reserve,

2. The extent  to which separat e economic provisions for developing count ries 
should be incorpo rated  into the agreemen t, and

3. The price levels  at  which stock acquisitions or  releases would  occur.
Our negotiators worked 12 months in Geneva on a new wheat agreemen t th at  

would provide economic protection to our whea t growers. However, af te r laboring  
a year, the nego tiato rs were forced to conclude  that  an equitable agreement could 
not be reached between importers  and e xpor ters.

Las t Feb rua ry 6, I introduced a Sense of the Senate Resolu tion to encourage 
the establish ment of an Int ern ational Gra in Exporting Stab iliza tion Commission. 
The  legislation is designed to place a floor under world grain prices and end the 
cut-th roa t competit ion among exporting  countr ies. If  coopera tion among export­
ing countries  can be establ ished,  government expendi tures for  farm subsidies 
will decrease, consumers  will be assu red of a dependab le supply of food at  a 
reasonable cost, producers will receive fa ir  prices and developing countries  will 
have  the incentive to increase their  food gra in production.

The Intern ational Grain Exporting Commission Act of 1978 reques ts the  P resi­
dent  to take such action as is necessary to estab lish an inte rna tional  grain  
exporting commission to be composed of the major gra in exporting  countries. 
The Commission would estab lish a min imum world export price.

Although the  management and policies of the Commission would be estab­
lished by the  member countries  of the Commission, I envision the  Commission 
implementing an expo rt licensing  program. No member country  would export  
gra in with out  an export license issued by the Commission. When the Canadian 
Wheat Board,  Austral ian Wheat Board,  United States Grain Conlpany, or other  
qualified  exporte rs desire  to sell grain, an expo rt license covering the amount of 
the sale would first be purchased by th e exporte r at  a price per bushel reflecting 
the difference between the market price  and the estab lished expo rt floor price. 
The g rain would then be ex ported under existing procedures  by member countries.

The Commission would reta in enough of the revenue  from the sale of licenses 
to cover its modest operating  expenses. The balance  would be reba ted to the 
Tre asu ry of the  count ry from which the grain was expor ted.

In the  case of the United  States, my plan envisions  that  the  U.S. Treasury 
would first  apportion a percentage  of the remaining revenues  to the poorer of 
the developing countries based upon the  amount of grain purchased. The balance  
of the revenue would be transm itted  direc tly to gra in producers  according to 
the amouht of grain produced and sold.

Mr. Chairman, the re are  many benefits which would come from this  program. 
Let me list them again :

1. Costs of the current farm  program to the federal Treasury would be dra­
mat ically decreased . A la rge percentage of the grain grown in this  count ry goes 
into  the expo rt markets. Under  the  terms of my proposal, the price of the grain 
would rise to levels sufficiently high so t ha t deficiency paymen ts unde r the farm 
program would no longer be required .

2. Income of grain growers would rise to a level moderately  above the costs of 
production.

3. The domestic price of food would not be affected since the program affects 
only th e pr ice of expo rted grain .

4. Our balance of paym ents would be signi ficantly strengthened.
5. Food producers in developing countries  would have an imp orta nt new incen­

tive  through  higher prices to meet fut ure  in-country food demands.
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6. Japan  an d Eur op e wou ld  no lo ng er  be ab le  to  en ri ch  th e ir  tr easu ri es a t th e  
ex pe ns e of  A mer ican  g ra in  g ro wer s.

7. Tl ie OPE C co un tr ie s wou ld be re qui re d to  pa y a mor e nea rly  eq uitab le  pr ice 
fo r th e ir  g ra in  im po rts .

Mr. C ha irm an , th er e un do ub tedl y is roo m fo r im pr ov em en t on w hat I ha ve  p ro ­
po sed.  Als o as  th e  Co mmitt ee  we ll know s, on ly th e P re si den t has  th e  au th ori ty  
to  prop os e th a t th e Uni ted S ta te s be a p a rt y  to  th e ty pe  of  in te rn a ti ona l ag re e­
m en t I ha ve  ou tli ne d.  How ev er , it  w as  my  ju dgm en t th a t du ri ng  co nsi der at io n 
of  S. 356 it  w as  appro pri a te  to  o ffic ially la y my pr op os al  be fo re  th e co mmitt ee .

E a rl ie r th is  mon th  A gr ic ultur e Sec re ta ry  Bob Ber gl an d an no un ce d he  lia s ac ­
ce pt ed  th e i nv it a ti on  of  O tto  La ng , th e  m in is te r in ch ar ge  of  th e  C an ad ia n W he at  
Boa rd , to m ee t w ith m in is te rs  of  se ver al  m aj or w hea t ex port in g co untr ie s in  
C an ad a,  May 10, in  Sa sk atoo n,  Sas ka tc he w an . Sec re ta ry  Ber gl an d st a te d  th a t 
du ri ng  th is  m ee ting  “h e pl an s to  di sc us s co op erat ion on m ea su re s to  pr om ote 
g re a te r foo d se cu ri ty  in  de ve loping  co un tr ie s,  th e  st a tu s  of  ef fo rt s to  neg otiat e a 
new In te rn a ti ona l W he at  Agr ee men t an d po ss ib il it ie s fo r im prov ed  co or di na tion  
o f pr od uc tion  an d m ar ke ting  i>olicies am on g th e m aj or ex port ers .”

Sec re ta ry  B er gl an d an d M in is te r Lan g a re  to  be comm ended fo r ta k in g  th e 
in it ia ti v e  to  sc he du le  a m ee tin g of  w hea t ex por ting co un tr ie s to  pur su e ac tion s 
th a t w ill  be  m utu all y  be ne fic ial  to  ex por ting co un tr ie s.  I hav e re qu es te d th e 
A m er ic an  de le ga tio n to  t he  C an ad a m ee tin g to  c on side r th e ab ov e pr op os ed  In te r­
nati onal W hea t E xport in g  Co mm iss ion  as  a  topi c fo r di sc us sion  in  th e May  10 
mee tin g.

In  clo sin g, I su pp or t th e prop os ed  ex te ns io n of  th e W he at  T ra de Con ve nt ion 
an d Fo od  Aid  Co nv en tio n const it u ti ng  th e In te rn a ti ona l W hea t Agree men t, 1971. 
How ev er , I fe el  we sh ou ld  al so  mo ve in  th e di re ct io n of  an  in te rn ati onal gra in  
export in g  co mpa ct . I w ill  be plea se d to  re sp on d to  an y qu es tion s th e  Co mmitt ee  
ma y ha ve on my st at em en t,  an d I we lco me  su pport  fo r my  prop os al .

[New s Release, U.S. Dep ar tm en t of Ag ric ult ure]

BERGLAND  TO ATTEND MEETING  OF MAJOR  W HEA T EXPORT ING CO UNTRIES

W as hi ng to n,  A pr il  18— Sec re ta ry  of  A gri cu ltur e Bob  B er gl an d sa id  to day  he  
has ac ce pt ed  th e in v it a ti on  of  O tto  La ng , th e m in is te r in ch ar ge  of  th e C an ad ia n 
W he at  Boa rd , to  m ee t w ith m in is te rs  of  se ve ra l m ajo r w hea t ex port in g  c ountr ie s 
in  Can ad a,  May 10, in Sa sk at oo n,  Sas ka tc he w an .

Ber gl an d sa id  he pla ns to  di sc us s co op er at io n on m ea su re s to  pr om ote g re a te r 
foo d se cu ri ty  in  de ve loping  co un tr ie s,  th e  s ta tu s  of  ef fo rts to  ne gotiat e a ne w 
In te rn a ti ona l W hea t Agr ee m en t an d pos si bi li ties  fo r im prov ed  co or di na tion  of  
pr od uc tion  an d m ark eti ng  po lic ies  am on g th e m aj or ex po rter s.

Th e mee tin g,  B er gl an d sa id , “is  p a rt  o f a n ongo ing  ef fo rt to  im prov e co mm un ica­
tions  be tw ee n w hea t pr od uc in g nat io ns an d fo llo ws se ve ra l si m il ar co nta cts  be­
tw ee n M in is te r La ng , o th er m in is te rs  from  m aj or ex po rt in g co un tr ie s an d me.”

Th e w hea t ag re em en t neg ot ia tion s w er e ad jo urn ed  in F eb ru ar y  a ft e r th e p a r­
ti c ip ati ng  co un tr ie s,  re pre se nting  b oth im port er s an d ex por te rs , could  no t reso lve 
issu es  in vo lv ing re se rv e stoc k size, tr ig ger pr ic e lev els an d th e ro le  of  de ve loping  
co un tr ie s.

P repared Sta teme nt  of D ale E. H at ha way , U nder Secretary of Agricul tur e

I ap pr ec ia te  tl ie  opport unity  to  mee t w ith  you  to da y re gar di ng th e ra ti fi ca tion 
of  th e 1971 In te rn a ti o n a l W he at  Agr ee m en t a s  Ext en de d.  I wo uld  lik e to  mak e 
a b ri ef  st a te m ent ab ou t th e  ne ed  fo r ex te ns io n of  th e IWA, ab ou t th e  st a tu s of  
ne go tiat io ns  fo r a new IW A, an d ab out th e  fu tu re  of  U.S. in te rn ati onal policy  on 
w he at .

Th e 1971 In te rn a ti o n a l W hea t Agree men t incl ud es  bo th  a W he at  T ra de  Co n­
ve nt io n an d a Fo od  Aid Co nv en tio n.  The  W hea t T ra de Co nv en tio n— WTC — 
pr ov id es  fo r th e  es ta b li sh m ent of  th e In te rn a ti o n a l W hea t Co uncil  a s  a fo ru m  
fo r co nsu ltat io ns  an d ex ch an ge  of  in fo rm at io n.  The  WT C includ es  no ob liga to ry  
pr ov is ions  de sign ed  to  re gu la te  wor ld  w hea t tr ade  or to st ab il iz e wor ld  w hea t 
pr ices . Th e Fo od  Ai d Co nv en tio n es ta bli sh es  ob liga tion s fo r th e min im um  annual 
am ou nts  o f f ood  a id  pr ov id ed  by do no r c ou nt ries .

Since it  was  fi rs t neg otiat ed  in 1971, th is  ag re em en t has  en joye d th e su ppor t 
of  Uni ted S ta te s pro du ce rs  and tr aders . I t  is  a us ef ul  in st ru m en t fo r fu rt heri ng  
in te rn ati onal co op er at io n in w hea t tr ade m att ers  w ithou t im po sing  un des ir ab le  
li m it at io ns on th e  U ni te d S ta te s.  I t is  th e mos t im port an t in te rn ati onal fo ru m  fo r
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discussion of whe at trade issues and hence provides a unique opportu nity  for exp erts on wh eat  from governments and  the  privat e sector  to meet and  assess the  world wheat economy. The Food Aid Convention provides that  o ther  wea lthy countries will sha re responsibility  for food aid to developing countries. The mini­mum U.S. commitment of 1.89 million metr ic tons of wheat and coarse gra ins  under the 1971 Convention is well below the  quant itie s which the  U.S. has  pro­vided under P.L. 480. Because the 1971 IWA has been regarded as a useful agre e­ment  by the  U.S. and other member count ries, it  was extended for  one year in 1974, 1975 and again in 1976. These exten sions  were ratif ied by the  U.S. Senate.At the World Food Conference in 1974, the  United State s, toge ther  with  other nations, recognized the need for an intern ational system of food reserves to provide  world food security . The U.S. and  othe rs believed that  such a system could best be developed with in a new’ In ter na tio na l Wheat Agreement. The U.S. first  took the  in itiative  in 1975 to submit a proposal for a reserve stock system to the International Whea t Council. But, af te r several meetings, the re was not sufficient b asis  on which to convene a  negotiat ing conference. Again in Jun e 1977 the  United  Sta tes  took the lead  in proposing negotiatio n of a new International Wheat Agreement based on a system of internat iona lly-coordinated , nation ally-  held reserve stocks.

Serious nego tiatio ns on a new IWA began in September 1977 and a full-scale UNCTAD negotiat ing conference was held in Geneva dur ing Feb rua ry and March 1978. At th at  conference, it became clea r that  work on a new agreem ent could not  be completed before  Jul y 1978 when the 1971 IWA w’ould expire. The Council therefo re decided to extend the  exis ting 1971 IWA for one year—from Ju ly 1, 1978 to Jun e 30, 1979. The United Sta tes supported th is extension .Although we submit ted our provisiona l application , the Adm inis trat ion did not submit thi s Fourt h Extens ion for ratif icat ion by the  Senate until recently. We were wait ing until the result s of the  on-going nego tiatio ns were known so that  the Sena te could consider the extension of the old IWA together  with  its con­side ration of the  new IWA. Dur ing thi s period, the  U.S. has falle n behind in its  budget contribution to the  Int ern ati onal Whe at Council. Espec ially so that  we can bring  our  contr ibut ions  up to date , i t is necessary to move quickly  to formalize our  memb ership in the Intern ational Wheat Council for  tlie period July 1978 to Jun e 1979 by rati fying thi s Fourth Extension of the 1971 In ter na tio na l Wheat Agreement.
As you know, the UNCTAD Conference to negotiate  a new IWA has  adjourned withou t success. Beginning with  the  first  Conference session in Feb ruary and March  1978, signif icant obstacles to a new agreemen t were encountered. The first  session  broke up over two issues. Fi rst , some countrie s insisted  that  the WTC include provisions for  rigid  minimum/max imum  prices similar  to those in the  1967 agreement. Although the  United  Sta tes  and others agreed that  the agreement should seek to keep prices with in an agreed range, we firmly believed that  the  obliga tions must be defined in term s of measures which dire ctly  affect supply and  demand such as reserve stock accum ulation and release,  production adju stment,  or consumption adjustm ent . We did not believe th at  an agreem ent based on minimum/maximum price  provisions could be workable and equitable . Second, the  European Community proposed a coarse gra ins  tra de  convention which would also include obligations for reserve stocks and minim um/maximum prices. No other imp ortant  gra in tradin g count ry was willing to consider an agreement on coarse gra ins  which would impose specific obliga tions. Although the United States indicated its  int ere st in the stabil ity  of coarse gra in markets, which directly affects our livestock sector, we did not find th at  other countries  could make a meaningful con tribu tion to an agreemen t which was designed to achieve  greater  int ern ational stab ility . Thus, the  Conference recessed in March 1978. After  several meetings of an Int erim Committee and  numerous bilate ral  consu ltatio ns, it  was agreed th at  the new Wheat Tra de  Convention would be based on a reserve s tock system and would not include rigid minim um/maximum tra din g prices. It  was also agreed th at  the  coarse gra ins  tra de  convention would be consulta tive  in nature . With  these  issues  resolved, a second Conference was held in November 1978. But this session adjourned without  agreem ent on reserve stock size, price levels, an d seve ral other key issues. A final attempt was made in Janu ary and Feb ruary 1979. But, despi te sub stantial agreement on a tex t for a new Whe at Trade Convention and  v irtu ally complete agreement on a new Food Aid Convention, the Conference could not reach a consensus on three key i ssue s;(1) the  size of re serve  stock commitments. The United State s, other expor ters, and the  developing coun tries  had supported  a tot al reserve stock of 30 million
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metric tons. At the end of the  Conference, pledges had been made for a total of 
about 18 mint. We did not believe tha t this total would provide an adequate 
basis fo r an effective reserve stock system and were disappointed in the contribu­
tions offered by some countries.

(2) the price levels for reserve stock accumulation and release. The U.S. 
supported price levels which would provide a workable reserve stock mechanism 
and which were realist ic in terms of the market outlook. At the end of the 
Conference, there was substan tial agreement among some key countries, but 
the developing countries in part icula r insisted on a price range which would no t 
have provided a realist ic basis for a reserve stock system and which was much 
lower than  the range acceptable to producers and exporters.

(3) special provisions for developing countries. The developed countries gen­
erally had agreed to a special committee which would seek to mobilize and 
■coordinate existing b ilateral and multil ateral  sources of assistance  to developing 
■countries which undertake to hold reserve stocks. They had also agreed to special 
rules for accumulation and release of developing country reserve stocks subject 
to review by a committee. But developing countries sought a new fund for 
financial assistance and special rules for thei r reserve stocks based only on 
unila teral  declaration. These issues were not finally resolved.

In the end, the Conference adopted a resolution calling for an extension of 
the 1971 IWA and for continuing consultations on the issues blocking completion 
■of a new agreement. At its March meeting the International Wheat Council did 
decide to extend the 1971 IWA for an additional two years. This F ifth Extension 
will be submitted to the Senate for ratification in the near future.

After adjournment of these negotiations, where do we go from here? Consulta­
tions will continue on possible resolution of the issues which prevented agree­
ment at the Conference. If we were confident that  these issues could be success­
fully  resolved, then a new Conference could be reconvened. The U.S. had made 
every effort to find a basis for compromise. But we will not compromise to the 
point at which we lack confidence t hat  the agreement can work. Our bottom-line 
positions were based on an assessment of market reality  and an assessment 
about what, constituted a workable agreement. At the moment, there is no evi­
dence tha t the positions of other partic ipants in the Conference have changed. 
Thus, the prospects for an early resumption of negotiations on a new IWA do 
not appear very good at this time.

However, it may be possible to complete the work on a new Food Aid 
Convention. The new FAC had been virtually completed by the Conference 
Although the tota l pledges still fall short of the 10 million ton minimum 
recommended by the World Food Conference of 1974 and supported by 
the U.S., the new Convention would provide for a meaningful increase in 
food aid commitments. At the March 19th meeting of the Food Aid Committee, 
the United States indicated its desire to complete the new Food Aid Convention 
as early as possible. We also stated  our intention to fulfill our pledge to main tain 
a minimum food aid program of 4 47 million metric tons of grains and rice. 
At the next meeting of the Food Aid Committee in .Tune, we hope tha t other 
donor countries will join us in implementing th eir new pledges and completing 
the new Food Aid Convention. In order to assure our ability to maintain our 
P.L. 480 program at  this minimum level even in years of tight supply, the 
Administration  is also seeking Congressional authority to establish a special 
Food Security Reserve, which has been called the International Emergency 
Wheat  Reserve. We hope tha t other food aid donors will consider similar  
measures.

The objectives of the United States  for the in ternat ional wheat market  should 
remain the same. We wa nt to encourage the vigorous expansion of U.S. export 
earnings, which constitu te the foundation for a strong, healthy farm economy. 
We want to pursue policies which put our export sector on a firm foundation for 
long-term growth. We believe that reasonable stabili ty in the world market 
encourages such long-term, steady expansion of world wheat trade. All partic i­
pants in the world wheat market  could benefit from greater international coop­
eration in which the burden of responsibility for market  stabili ty and food 
security would be more equitably shared among major wheat trading countries. 
We continue to hope t ha t such cooperation could be achieved on the broadest 
possible basis, including both exporters and importers, both developed and de­
veloping countries. In international fora such as the International Wheat Coun­
cil, the World Food Council, and the Food and Agriculture Organization (FAO), 
we will continue to work with other  nations which share our objectives fo r an 
expanding, stable world wheat market.
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At the same time, we will continue to meet with the other major wheat ex-- porters  in pur sui t of these same objectives. In this regard , I can tell you that  Secre tary Bergland and 1 will he going to Canada on May 10th to meet with Cana dian Minis ter Lang and delegations from the other major wheat exporting countries. We wil l he discussing possibilities for expanded cooperation on w heat mat ters , the sta tus  of the I'XCTAl) negot iations  for a new Internatio nal  Whea t Agreement, and measures to promote greate r food security for developing coun­tries. I expe t thi s meeting to he pa rt of the continuing exchange of views which sta rte d soon a fte r Secre tary Berglund took office and which will continue in the future.
In these discussions, the U.S. will want to know how other countr ies may he able to cont rihute toward common objectives for an expanding, stable world wheat marke t. We will want to he sure that  any U.S. policies to ensure fai r prices to- farm ers and to enhance the long-run heal th and stab ility  of the world wheat market can he matched equitably by others. In order to be effective, it  is neces­sary  tha t any measures directly affect the supply-demand situation in the world market. We will not he interested in any schemes in which the U.S. would end up making  all of th e effort.
In looking toward the future, and in particular  as we evaluate  some of the ra ther  sweeping proposals for change in cur ren t policy, I think it is imp ortant to put the current situation in perspective. Beginning with the 1975/76 crop in the  United States, and the 1976/77 crop worldwide, we have seen a series of excellent world whea t harves ts. In par ticu lar , the 1976/77 and 1978/79 world wheat crops of 415 million metr ic tons and 436 million metr ic tons respectively were far  above trend production. Thus, we saw a precipitous decline in prices in 1976/77. The bottom was reached in August 1977 when farm-gate  prices were actua lly below the loan rate in many places. The 1977 Farm Bill became law in October of that  year and. with the programs provided for by that  law, espe­cially the Farmer-Owned Reserve and the  set-aside  program s, we have been able to turn the price situa tion around, despite the  large  harves ts around the world this year. Assuming tha t wea ther  and harves ts a re closer to  average in the coming- years than in the last  thre e or four, I thin k it is safe to say that  we have gotten through the worst period of depressed prices.
Of course, we still have problems and unfulfilled objectives. Some countries continue to practice disruptive expor t pricing policies, and we will need to use the recen tly completed subsidies code and other measures to press for greater  discipline in this area.  Tin* U.S. continues to bear a disp roportionate share of the  responsibili ty for world reserve stocks and for other supply adjustment measures . For the benefit of the ent ire  world trad ing  system, we should continue to seek ways to achieve greate r inte rna tional  cooperation in this  dimension. We must continue to implement the provisions of the 1977 Farm Bill in a way which balances the inte rest s of farmers, consumers, and the government budget, and at the same time we must  thoroughly explore ways in which our basic farm legisla­tion can be improved. We need to continue our efforts to maintain a vigorous growth of U.S: exports. And, directly relevant  to the issue before this  Committee, we must continue to suppor t those inte rna tion al ins titu tions such as the In ter ­nationa l Whea t Council which provide an institu tional  basis  for our efforts toward greate r in tern atio nal  cooperation.

P repared  Sta tem ent  of Mic ha el  Cat.ingaer t, D eput y Ass ista nt  Secretary for 
I nte rna tional R esources and  F ood  P olicy

Mr. Chairman, I apprecia te the  opportuni ty to appear before your committee and to give the Department of Sta te’s views on the importance of extend ing the Intern ational Wheat Agreement (IWA) of 1971. This agreem ent consists of the' Wheat Tra de Convention and the  Food Aid Convention. The U.S. has  been a pa rty  to both since the ir inception in 1971. The extension of the Wheat Trad e Convention maintains the  framework for internatio nal  cooperation on whea t tra de  matters. The extension of the Food Aid Convention continues the  commit­ment of the adhering par ties to provide minimum annual levels of grains food aid. U.S. commitments under thi s Convention are  met by commodities sold con- cessionall.v or donated unde r I‘L 480 assistance programs.
The Internatio nal  Wheat Council, whose total present membership is over 69 countries comprising the major whea t exporting  and importing nations, is a unique forum for inte rna tional  consultatio ns on a wide range of important  i ssues
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in cl ud in g w heat pr od uc tion , tr ad e  vo lum e, pr ices , sh ip pin g co sts , and pr oj ec ­
ti ons of  wor ld  supp ly  and  de m an d.  The se  consu lt at io ns a re  th e nu cl eu s of  a lon g 
ef fo rt  to  pr om ote tr ad e  in  w he at  and w hea t pr od uc ts , to  a rr iv e  a t co o p e ia ti \e  
so lu tion s to  wor ld  w hea t prob lems, and to  ex pl or e w ay s to  st ab il iz e in te rn a ti ona l 
w hea t m ar ke ts . L ast  yea r,  th e U.S. ex por te d 65 per ce nt o f it s w hea t and ea rn ed 
ov er  $4.3 bi lli on  fo r it.  As  th e  la rg est  w he at -e xpo rt in g nat io n in th e wor ld , th e 
U.S. has a st ro ng in te re st  in  th e  Co uncil  an d it s wo rk . In  ad di tion , th e  Fo od  Ai d 
Com mitt ee , which  is  th e  go ve rn in g bo dy  of  th e  Fo od  Aid Con ve nt ion,  is a 
un iq ue  m u lt il a te ra l bod y w her e do no r countr ie s m ee t pe riod ical ly  to  ex am  lie  
wor ld  foo d aid  ne eds, th e  contr ib utions by do no r countr ie s an d re la te d  foo d 
ai d m at te rs .

The  Cou nc il' s pr ofe ss io nal  st af f pr ov id ed  in val uab le  se rv ic e la s t year a s  th e 
S ecre ta ri a t a t th e UN CT AD  ne gotiat io ns  fo r a new in te rn ati onal gra in s a rr a n g e ­
men t. I f  a  ne w g ra in s a rr angem en t co me s in to  be ing , th e  pro fe ss io na l st af f of  
th e  Co uncil  w ill  pl ay  a cen tr a l ro le  in  m on itor in g w hea t price s th ro ughout th e 
w or ld  and pr ov id in g an  an a ly ti c a l and fa c tu a l ba ck gr ou nd  fo r th e  Co uncil  s  
de ci sion -m ak ing proc es s.

On May 17. 1978, Sec re ta ry  of  A gri cu lt ure  Bo h B er gl an d sig ne d th e Pro to co ls  
fo r th e  F ourt h  Ext en si on  of  th e 1971 IW A.  The  in st ru m en ts  of  pro vi sion al  ap ­
pl ic at io n were de po si ted on behalf  of  th e  U.S . on Ju ne  20. 1978. A co nf er en ce  of 
go ve rn m en ts  th en  m et  in  Lo nd on  on Ju n e  27, 1978, an d det er m in ed  th a t co nd i­
tions  ha d been met  fo r en tr ance  in to  fo rc e of  th es e protoc ols, co ve ring  th e pe riod  
Ju ly  1, 1978 to  Ju ne  30, 1979.

T he  A dm in is tr at io n  m ig ht  hav e su bm it te d  th e pr ot oc ol s to  th e Sen at e fo r 
ra ti fi ca tion  in  th e sp ri ng  or  ea rl y  su m m er  of  1978. How ev er , sinc e th e pro sp ec ts  
fo r su cc es sful ly  co nc ludi ng  th e  UN CT AD  negotiat io ns ap pea re d pr om is in g a t 
th a t tim e an d th ro ugh th e  su cc ee di ng  fa ll  an d w in te r m on th s,  if w as  de cide d 
to  pr ov is io na lly ap pl y th e  pr ot oc ol s of  ex te ns io n ra th e r th an  seek  th e Senate 's  
ad vi ce  an d co ns en t to  ra ti fi ca tion  of  th e  F ourt h  E xt en si on  an d th en  a ne w agre e­
m en t w ith in  a m att e r of  mon ths. T hi s de cision  w as  in  co nf or m ity w ith an  op in ion 
from  th e D ep ar tm en t of  S ta te 's  Office of  th e  Leg al  A dv iser  whi ch  in dic at ed  th a t 
th e  U.S . ha d pr ov is io na lly ap pl ie d pr ot oc ol s fo r pr ev io us  ex te ns io ns  fo r va ry in g 
pe riod s of  tim e and st a te d  th a t lega l au th o ri ty  ex is te d al lo w in g th e  U.S . to 
pr ov id e in fo rm at io n on our  w hea t tr ad e  an d pro du ct io n (7 U.S .C. 1761 an d sec­
tion  812 o f th e ag ri cu lt u ra l ac t of  1970 as  am en de d)  an d to  m ee t our foo d ai d 
co m m itm en ts  (P L  4 80 ).

T he  A dm in is tr at io n ho pe s th a t th e  Sen at e w ill  give  pr om pt an d fa vora b le  
a tt en ti on  to  th es e protoc ols. P ro m p t Sen at e co ns en t to  ra ti fi cati on  will  perm it  
th e  earl ie s t po ss ible fu ndin g of th e  U.S . contr ib ution  to  th e  In te rn a ti o n a l W heat 
Co uncil , which  no rm al ly  wo uld have been  pai d in  th e  fa ll  of  1978. Th e as se ss ed  
du es  of  th e  U.S.  fo r Ju ly  1, 1978 th ro ugh Ju ne  30, 1979 a re  u rg en tl y  ne ed ed  by 
th e  Co uncil  an d a re  incl ud ed  in  th e  S ta te  D epart m en t' s FY  1979 Sup pl em en ta l 
Bud ge t.

I wou ld  al so  lik e to  ta ke  th is  opport un it y  to  note  th a t Sec re ta ry  B er gl an d 
has  ob ta in ed  a u th o r' ty  to  sig n (li e Pro to co ls  fo r th e  F if th  E xte nsi on of  th e  
IW A  on beh al f of  th e U ni ted S ta te s.  T he  A dm in is tr a ti on  will  su bm it th e  F if th  
E xt en si on  to  th e  Sen at e soon , pr ob ab ly  w ith in  th e nex t tw o to  th re e  mon th s.  
To  pre ven t U.S . mem be rshi p from  la psi ng an d in tu rn  ri sk in g th e  expir ati on  of  
th e  IW A on Ju ly  1, 1979. we pla n  to  de po si t a dec la ra ti on  of  pr ov is io nal  app li­
ca tion  of  th e  Pr ot oc ol s fo r th e F if th  E xte nsi on  p ri o r to  th e  Ju ne  22. 1979 de ad ­
lin e.  The  F if th  Ext en si on  co ve rs  a tw o-y ea r per io d fr om  Ju ly  1, 1979 to  Ju ne  30, 
1981.

The  on ly  di fferen ce  be tw ee n th e F o u rt h  an d F if th  E xte nsi ons of  th e  TWA 
re la te s to  th e le ng th  of  th e  ex tens io n.  The  F ou rt h  E xt en si on  co ve red on ly  one 
y ear an d refle cted  our  ex pe ct at io n th a t a ne w IW A wou ld  soon be ne go tiat ed . 
T he F if th  Ext en si on , lik e th e T hir d  E xte ns io n, is  fo r a tw o- ye ar  pe rio d.  T he 
U nite d Sta te s,  an d o th er m ajo r export ers  an d im port er s o f w hea t,  su pp or te d 
th e  tw o- ye ar  ex te ns io n on gr ou nds  of adm in is tr a ti ve  eff icie ncy . B ot h se ts  of  
Pro to co ls  in cl ud e th e st ip ula tion  th a t th e  ex is ti ng  Fo od  Aid  Con ve nt io n an d 
W heat T ra de  Co nv en tio n will  be  su pe rs ed ed  in th e ev en t th a t a ne w ag re em en t 
in  e it her a re a  e n te rs  in to  fo rc e be fo re  the end  o f t h is  per io d.

In  th is  co nn ec tio n,  I wou ld  like  to  note  th a t th e  Ext en si on  o f  th e  Fo od  Aid  
Con ve nt io n of  1971 co nt in ue s th e co m m itm en t of  th e  mem be r do no r nati ons to  
pr ov id e a min im um  of  4.2 mill ion m etr ic  to ns  of  g ra in s foo d ai d an nuall y  to  
ne ed y nati ons th ro ughout th e wor ld . The  U.S. co m m itm en t under th is  Co nven-
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tion  is a minimum annu al 1.89 million metric tons of grains food aid, which is 
provided under Public Law 480. On March 19, 1979 the U.S. announced to the 
32nd Session of the Food Aid Committee in London that  as of July 1, 1979 the 
U.S. would increase its  commitment to 4.47 million metric tons of cerea ls food 
aid annually, the amount provisionally pledged during the  UNCTAD Grains 
Negotiations. The U.S. urged other natio ns to take  similar  steps  to increase 
the ir minimum commitments and called upon othe r donor nat ions to complete 
the tex t of a new Food Aid Convention at  an early  date.

Now I would l ike to turn  to th e UNCTAD negotiations for a new inte rna tional  
grains arran gement. These negotiations were adjourned in Feb rua ry 1979, and 
concerned par tie s were urged to pursue bil ate ral  and mu ltil ate ral  consultat ions  
with  a view toward creat ing the conditions which wmuld allow for a successful 
resumption of negotiat ions. We were disappointed  that  despite considerable 
progress in these  negotiations during the previous 14 months , agreement was »
not achieved on a  new a rrangement. Negotiations on th e tex t of a new Food Aid 
Convention were almos t completed, and broad  agreement  was  reach ed on the 
structure  and natur e of the mechanism which would be established under a new 
Wheat Tra de Convention to stabi lize intern ational wheat markets. However, 
these  negotiations were adjourned because of impasses in the  following  are as : -

The size of the global wheat reserve and allocat ion of nat ional reserve 
obl iga tions;

The levels of price action points,  partic ula rly  for the accumulation and re­
lease  of r eserv es ; and

Special provisions for developing countries.
In the  grains negotia tions, we sough t to estab lish an internationally - 

coordinated system of nationally-held wheat reserves which would be accumu­
lated and released at  real istic  price levels, thereby contributing to greater 
intern ational price stab ility . If  the coordinated release and accumulation  of 
reserves were not able to stabi lize prices within a fai rly  wide price band, then 
the  arrangeme nt would also provide a framework  for member nations  to discuss 
a program of para llel actions which each might und ertake to adjus t production 
or u tilization of wheat.

The Administ ration will continue to seek a meaningful gra ins  arrangemen t 
which is fa ir to whea t exporte rs and importers, to consumers  and producers, 
and to developed and developing natio ns. It  is unwil ling to agree  to any grains 
arrangeme nt which is not viable, balanced, and fair.

In  accordance with the recommendations of the Int ern ationa l Whe at Council, 
the  U.S. is par ticipating in bilate ral  and multil ate ral  consultat ions rela ting  to 
the future  of the grains negot iations . In this  regard. Secretary  Bergland will 
go to Canada on May 10 for a meeting with his cou nterparts from Argentina,
Austra lia and Canada. The outcome of these discussions will probably indic ate 
to what extent  and with which coun tries  furth er discussions should be held. In 
ligh t of these consu ltations, we can then determ ine whether  conditions exist  or 
can be achieved to warrant a resumpt ion of the nego tiations.

Mr. Chairman, our effor ts in the UNCTAD gra ins  negotiations have been 
directed  to creat ing gre ate r price stab ility  and gre ate r burden sha ring  in stock­
holding and adju stment.  This in turn , would result  in gre ate r world food 
secur ity, a principal recommendation of the 1974 World Food Conference. Be- *
cause  of the on-going consultat ions  regarding the possibi lity of resuming the  
adjourned UNCTAD grains negotia tions, I think it inap propria te for the United 
Sta tes  to embark on competing init iati ves  to achieve greater  world wheat price  
stabili ty. If  our consultat ions with  other majo r whea t tradin g countries make 
it  evident that  the UNCTAD negotiations are  not likely to be successful, then *
other channels  to achieve enhanced world food securi ty, a greater degree of 
int ern ational burden sharing  in the wheat sector and gre ate r price stab ility  
should  be pursued.

In ligh t of the unc erta int ies  surrounding the UNCTAD grains negotia tions, 
a number  of proposals have recently been made which call for join t action  by 
wheat exporting coun tries  to achieve greate r price stab ility and to assure  ade­
qua te return s to producers. Since no specific proposals for implementing and 
operatin g such arrang ements have  been made, I will confine my rem arks to 
general observat ions.

Wheat market ins tability  is a chronic problem. The first Inte rna tional  Wheat 
Agreement  came into force in 1933. Under this Agreement, producing countries  
were to control exports and reduce acreage while importing  countries were to 
eliminate  protective tarif fs. Under  pressu re of economic depression and abunda nt
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supplies , the  Agreem ent foundered . A 1949 Agreem ent set reciprocal obl iga tions between exporte rs and  imp orte rs in term s of guaranteed quantit ies  and  maxi-  mum /min imum prices.  The  major problem then  was one of wheat  sho rtages  and  the two dominan t supplie rs—the United Sta tes  and Can ada—essentia lly imple­mented the agreement. By the  mid 1950’s, the supply situa tio n had changed dramatica lly and  impor ting  nations  lost in tere st.The 1967 In ter na tio na l Gra ins  Arra ngemen t atte mpted  to esta blish a precise  mechanism to keep the  prices of all wheats tra de  intern ationa lly  by member countries in line  within  agreed maxim um and  minimum prices. U.S. Hard Bed Winter Wheat No. 2 (ordin ary  Pro tein ) F.O.B. Gulf por ts was the  refe rence wheat  and fixed qual ity  and transp ort ation  d ifferentials w ere e stab lished for  com­put ing  the minimum and maximum prices of a large a ssortm ent  of traded  w heats. Bu t by the  time this  ag reem ent came into force in 1968, the  wor ld wheat  si tuat ion had shi fted from one of sho rt supply  to over-supply. Competitive pre ssures  re la t­ing to price  relatio nsh ips  among diffe rent  wheats, shipping pa tte rns and  fre ight  rat es  intensified, causing  the  arrangement  to f all  apa rt  a t i ts first test .As an element of our  commodity policy, we gene rally  favor agreements which inclu de both producer and  consumer  natio ns. Obviously producer  and  consumers int ere sts  in any commodity  agreeme nt are often  opposed a nd this makes achieve­men t of a  workable agree men t difficult.
If  producers alone  seek an agreement, the  difficulty is lessened somewhat  bu t serio us problems sti ll must be overcome. If  for  exam ple the  agreeme nt contem­pla tes marke t shares, problem s such as dete rmining what the  overseas ma rke t sha res  of participating countries will be must be addressed. Nat ions have diff er­ent  and  conflicting perceptions of whethe r their  sh are s of a given ma rke t are , or  should be, stat ic, increasing , or declining . Intens ive  competition  among nations for  p resent  and fu ture  m ark et sha res  is, of course, only one fa cet  of int ern ati onal trade.  Competit ion also occurs both in the  qua lity  of wheat  offered and in the price. These  issues ar e highly complex and because  of the  many var iables,  uniform ru le-making  to regula te competition  is  a herc ulea n task .Another element to be considered  is the  fundam enta lly differen t na tur e of the U.S. wheat  marketing system—-which is conducted by the  priva te secto r—and those of our  principa l competitors ranging from Arg ent ina’s large ly priva te tr ad ­ing, to C ana da’s mixed public/p rivate  sec tor, and Au str ali a’s public sector co ntro l of the  wheat  trade. Int eg rat ing  these diffe rent  marke ting systems into  a tigh tly  coordinated  mechanism would be difficult, if  not impossible.In add ition to the  above difficulties, other problems are bound to surface . These  cen ter on the  responses of oth er countrie s to the  form ation  of a wheat  exp orte rs organization.  Fo r example , oth er producers, which are not tra di tio na l exp orters  might  seek to expand  thei r whe at exports. Countrie s which are trad i­tion al impor ters  might seek in the  s hort term, alt erna te sources of wheat  supply. Over the  longer term  they migh t intens ify  the ir degree of self- reliance in whe at production.  In  addi tion, many mig ht turn  to gre ate r consumption of rice and oth er gra ins  to substit ute  for wheat. Such developments would have serio us im­plications for our accustomed level of whe at exports.
Given the  differen t nat ion al ag ric ul tura l and marke ting  systems in the  fou r major  whe at exporting coun tries , the  competing intere sts  of the firms and coun­trie s, the  lack  of consensus  in our  country  and in othe r countries  on wh at con­sti tutes  the most desi rable wheat  ma rke ting system, an assoc iation of wheat  exporting nations  would find it difficult to establish  a consensus on many issues.However, they might  agree on general  guidel ines to establish  wheat reserves  and on a greater  degree of coordina tion in production and supply adjustments  to chang ing world wheat ma rke t conditions. This  grea ter  degree of general burden sha ring among wheat  exp orters  would be welcomed and would con­tribu te  to  price  s tab ili ty and reasonab le re tur ns  to efficient producers . Since food secu rity  is important to all nations , we would pre fer that  the  largest group of Nat ions—both exp orte rs and  imp orte rs—shar e in this effort. Restr ict ing  it to whe at exp orters  alone, puts  too nar row  a focus on the  dimensions  of the  un i­ver sal respons ibili ty for solv ing th e problem.
Our t rade  policy goals fo r whea t a re :
To expand access to overseas marke ts :
To encourage foreign  demand for  U.S. •wheat through tra de  promotion  effort s dem ons trat ing  the  qua lity  of our  product and  by proving  ourselves to be r eliable supp lie rs;
To ensu re th at  our  wheat competes in world  marke ts on a fa ir  and equitab le basis by developing inte rna tional codes limit ing  un fair p rac tic es;



54

To achieve a more equitab le in tern ational dis tributio n of the burdens of holding 
wheat  reserves and adjust ing  to ma rke t shif ts ; and

To stabi lize world  wheat markets through the crea tion of a system of r eserves 
designed to permit  prices to respond to shi fts  in supply and demand within a 
realist ic band but at  the same time provid ing a reasonable  prob abili ty th at  
excessive swings in prices wil l be dampened.

Progress toward achiev ing these  goals will con tribute to the revenues earn ed 
by wheat exports and will assi st U.S. producers  to earn a fa ir ret urn for the ir 
wheat.

I will be pleased to respond to questions.

Prepared  Statement of R obert G. L ew is , National  Secretary  and  Chi ef  
Economist, National  F armers Union

I welcome the  opportuni ty to present my views and those of the Far mers 
Union on the  proposal for rati fica tion  by the  United  Sta tes Sena te of a fou rth  
extension of the  Inte rna tional  W heat Agreement of 1971.

The 77th Annual Convention of the  Nat iona l Farmers Union, meeting in 
Kansas City, Missouri, March 11-14, 1979, adopted  the following sta tem ent  con­
cerning  I nte rna tional Commodity A greements:

• Negotiations to reach an intern ational wheat agreement have collapsed.
“Farm ers  Union urgently  reques ts the Congress and the Adm inis trat ion to 

appo int a commission to reach  an agreemen t witli Canada. Aus tral ia, and Argen­
tina on the  world market sha re of wh eat for each country and on a minimum 
price. These prices must be high enough to return  to farmers a reasonable profit 
above  the cost of product ion.

"We call on Congress to provide d irec tion to the  President to negotia te for the 
early establish men t of an inte rna tional  commodity agreement affecting int er­
nat ional trade  in  w heat and feed grain s. A new in ternat ion al gra ins  arrangemen t 
should provide for:

"a. All t rade  in grains to be conducted at  prices with in a range approximat ing 
90 to 110 percent of par ity,  which would reflect increases in production costs 
since the negotia tion of the Inter na tio na l Grains Arrangem ent of 1967, as well 
as  the costs of maintain ing world food rese rves  and food aid :

"b. World grain reserv es to be mainta ined by importing and  exporting  
-cou ntrie s;

"c. Expanded and improved food aid programs to be carried out by both expo rt­
ing and importing  countries with  the  goals of p roviding for emergencies, promot­
ing economic and market development, and generating employment for the world's  
hu ng ry ; and

“d. Equ itable shar ing among exporting and importing countries  of the cost of 
and responsibi lity for adjus ting mark et supplies  to mainta in prices, reserves 
stocks, and food aid.

"We recommend th at  intern ational commodity agreements be considered also 
for  othe r agr icultural products  widely traded  in inte rna tion al markets , partic u­
lar ly sugar, dai ry products, coffee, cocoa, edible oils, broom corn, sotol, and other 
fibers.”

The agreem ent which the  Senate is being asked to ra tify does not in any way 
conform to the  standa rds  called for  by Farmers  Union delegates. On the con­
tra ry . it amounts very near ly to an outrig ht negation of what  is  commonly und er­
stood to be an “in ternational commodity agreement”, and of what delegates 
-endorsed in their policy s tatemen t.

ha s two main parts

The proposed Inte rna tional  Wh eat  Agreement that  would be extended  has  two 
primary featu res: (1) A Wheat Trade Convention, and (2) a Food Aid 
Convention.

The arti cle s of the Whe at Tra de Convention which had, in ear lier agreements, 
pr -vided for the reciprocal rights  and duties of importing  and exporting  coun­
trips  in respect  to prices, purchases, and supply of whea t, would be inoperat ive 
in thp 1979 proposal. Thus it would provide only for the Int ern ational Wheat 
Council to function as an information-gathering, research, and consultat ive 
agency.



55

These  ar e use ful  fun ctions, and the y sho uld  be con tinued . Th ere can be no 
doubt th at  inc rea sin gly  close and su bs ta nt ia l coo per atio n betwee n na tio ns  will  
Ite req uir ed  in the dec ade s ah ea d in or de r to ach iev e th e sup ply  of food  to .t he 
wo rld 's gro wing pop ula tion. Al tho ugh the  lack of su bs tant ia l economic pro vis ions 
in th is 1979 Agreement seem s to nega te th is nec ess ity,  it  would  neverth ele ss 
ke ep  open  the doo r a nd  s ho rte n the tim e needed  to ach ieve more effectiv e coopera­
tion whe n th e need  fo r a ction  ca n no longe r be ignored .

FOOD AID DECLINED

Th e second fe at ur e of th is  1979 Agreement is a Food  Aid Con vention. It  pro­
vides a mecha nism whereby seve ral co un tri es  have  pledged to  c on tribu te,  in cash 
■or k ind , speci fied qu an tit ie s of food  fo r fami ne  re lie f and sim ila r hu m an ita rian  

■ purpo ses .
Th is also  is a u se fu l fu nction an d it sho uld  be cont inued.
Bu t he re  aga in,  the real  me aning  of th is  Foo d Aid Con vention  is a neg ation , 

no t reali za tio n,  of the os ten sib le ob jec t of food  aid . It  means  less  food aid.  no t 
more. Th is is obscured by th e m at te r havin g been  inco rporate d into the  imposin g 

» fra mew ork of a m ul ti la te ra l tr ea ty  amo ng th e na tio ns  of th e world. As the
wrapp ing ha s grown bigger  and more os tentat ious , the conten ts hav e dwindled . 
The re  ar e more hu ng ry  people on ea rt h  th an  eve r before, bu t the volume of food  
aid  ship me nts  to day is less  th an  hal f w ha t i t was 15 yea rs ago.

The Food Aid Con ven tion  was int roduced int o the  In te rn at io na l Whe at Agree­
me nt a t the ins ist ence  o f the Un ited St ates  a t precisely  the  tim e when the  Un ited 
States  began a sh ar p reducti on  in it s own food  aid  shipm ent s. The Con ven tion  
prov ides  fo r com mitment s by othe r coun tri es  to ship 2.3 mil lion  ton s of wh eat- 
eq uiva len t in food aid pe r yea r, bu t ac tu al  an nu al  shipm ents by the  Un ite d 
St ates  ha ve  been sla shed  from  a peak of 15.7 millio n tons in 1964 and an av erag e 
■of 12.4 mi llio n ton s du rin g the Kenne dy-Jo hnson  Adm inist ra tio n to only  4.6 
mi llio n ton s l as t y ear.

The  Foo d Aid Conve ntio n does ha ve  v alue, in th at it  h as  d rawn othe r coun tri es  
in to pa rti cipa tio n in food  aid  shipm ents. It  is a pi ty  th at America is leadin g the 
world  in  a re tr ea t fro m the advance s of hun ger , inste ad  of the  othe r dir ection. 
Bu t he re again , co nt inu ati on  of the  Food  Aid Con vention  would keep alive  th e 
ha bi t and the pr ac tic e of in te rn at io na l coo per atio n in feeding the hungry,  an d 
th a t too will be an  ad va ntag e when th e tim e comes th a t Americ a mi gh t ag ain  
choose to lea d inste ad  of continuing  it s re tr ea t in th e war  ag ains t hunger.

DOES NOT EX CU SE  INAC TION

Both of the  ma in fe at ur es  of the pen din g Agreem ent,  the ref ore, have  val ue as 
fa r as  t hey go. Th ere is no reason  t hat they should  no t be approv ed—u nle ss doin g 
so is pe rm itt ed  to obscure the nec ess ity  to do som eth ing  tru ly  su bs tant ia l abou t 
ra isi ng  wheat pri ces and prov iding  fo r re al ist ic  in te rn at io na l food aid  and trad e 
develop men t.

It  is to preven t th at  fro m happening , I believe, th a t your Com mit tee sho uld  
ad dres s its  pr im ary at tent io n and effort in res pect to th e rat ifi ca tio n of the pend-

* ing  Agreement.  I will  dev ote  th e ba lan ce of my remarks  he re  to some rea sons  
why  and  some sug ges tions of how the  Com mit tee  migh t at tempt  to preven t th is 
nega tiv e and faile d non-a gre em ent  from bloc king th e ac tion th a t should be tak en  
by ou r gover nm ent to ra ise whe at  prices , and to rev ive  Am eric an lead ersh ip  in 
in te rn at io na l food aid.

• Fi rs t, th e need to ra ise t he  pr ice s our fa rm ers r ece ive  fo r whea t.
Th is is  purely a m at te r of dom est ic pr ice  supp or t policy.  The Pres iden t of the 

T’nit ed  St ates  does  no t need to ask any othe r gov ern me nt on ea rth , no r all  of 
the m pu t tog eth er,  for perm iss ion  to  inc rea se the  price s uppo rt loan r at e on wh eat , 
li e  does no t even need fu rt her permission from Congres s—th e ex ist ing  fa rm  law  
al re ad y gives to th e Se cretary of Ag ric ul tu re  the pow er to set  the  pri ce  su pp or t 
loa n ra te  fo r whe at  a t any level he chooses up to 100 percent of pa ri ty —$5.90 
pe r b ushel a s o f Apri l 15,1979.

The Agreement you  ar e asked to ra ti fy  pro vid es spec ifically  th a t it  does no t 
“p rejud ice  the com plet e lib er ty  of ac tion of any  mem ber  (cou nt ry ) in the de te r­
mi na tio n and ad m in is trat io n of it s in te rn al  ag ricu ltu ra l and price polic ies".

Fa rm er s have been led to bel ieve  th a t hig he r pri ces for whe at were in some 
way  dep enden t upon  ne go tia tin g an  in te rn at io na l agreem ent with  o ther  co un tries.  
Tha t is no t tru e. The pr ice  of whe at  rece ived  by Am eric an fa rm er s is the di rect  
respon sib ili ty  of  th e Gover nm ent o f th e U nited  S tates .
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U.S . PRICE  SUPPORT CH EA PEST O»N EAR TH

In the exercise of tha t responsibility, the Government of the United States 
gives to its farmers the cheapest price support for wheat on earth.

By some accounts, Egypt might keep the U.S. out of last place. The U.S.
Department of Agriculture reported last month that the October 1978 wheat price 
guarantee or support in Egypt was $1.82 per bushel compared to the U.S. loan 
at $2.35. The International Wheat Council also reports on the price supports for 
wheat. The IWC takes into account such “subsidies” to farmers as free irrigation 
water, payments for complying with set-asides, and so on in its analysis of com­
parative wheat price supports. The latest International Wheat Council report 
shows the total support in Egypt a t $3.48 per bushel in 1977 compared to $2.90 
for the United States. The comparison will not be much different for 1978.

All other governments likewise are basically responsible for the price the ir efarmers get for wheat, and all do bette r by the ir farmers than Uncle Sam.
According to USDA, the top performer is Japan , whose farmers get jus t shy 
of 10 times as much support as American farmers, at  $22.97 per bushel.

It  is interes ting to note t hat  the  other  countries whose currencies are st ronger, 
and whose industries are most competitive, like the Japanese do not seem to be «
handicapped without the benefit of the “cheap food” subsidy that American
farmers are  forced to contribute  to our national economy. Switzerland's wheat, 
support is $17.52, West Germany’s is $7.02, the Netherlands’ is $5.50.

PRICE SET BY GOVERNMENTS, NOT “ MARKET”

An elaborate but false mythology of “the world marke t” is being invoked to 
justi fy the cheapest price on earth for America’s grain farmers. The tru th is 
tha t the wheat pricing structure in the real world is approximately a direct re­
versal of the theoretical “free market” model.

In the first place, farmers do not sell wheat and consumers do not buy it 
anywhere in the “world marke t” outside the United States. All the wheat tha t 
enters  world trad e from o ther countries is sold or priced by one or another half 
a dozen national governments. All the wheat tha t is bought in world trade  is 
bought directly by one or another of several dozen governmental buying agencies, 
or a t prices controlled thereby.

Only in the U.S.A. are the individual farmers left  with littl e backing from 
their  own government, to fend for themselves in competition with other coun­
tries’ governments on both the selling and buying end. The price support loan 
rate is the real “floor” under the price they can expect. So long as enough individ­
ual farmers can hang onto some wheat, hoping the  price will go up and that they 
will get theirs sold before their  neighbors do, the price might rise above the 
price support floor. B ut as soon as enough farmers give up t ha t hope and sta rt 
to sell, the price will drop to the floor again.

GOVERNMENT REGULATES WHEAT PRICE

Only when there is a shortage or the immediate prospect of a shortage—as i9 
the case right now—can American wheat prices rise above the price support floor.
And then the “reserve” machinery will come into play, to stop prices from rising 
more than modestly above the floor, still far  below the prices t hat most of the 
farmers get for wheat in most of the countries of the world.

Even if there should be a severe world shortage, the U.S. government appears  
to be determined to intervene in the marketplace so as to prevent farmers  from 
selling to hungry buyers elsewhere in the world so as  to keep it cheap in the 
United States. In 1973 exports of wheat and some 40 other agricultural com­
modities were embargoed so as to keep prices down. Exports were restric ted 
again in 1974, and again in 1975. and are now subject to restric tion through 1981 
under the “standby embargo” arrangement with the Soviet Union, all with the 
purpose and the result of keeping the price received by American fa rmers  cheap­
est in the world.

That  is how wheat prices a re made in the U.S., and that  is how the so-called 
“world marke t” price is made. It is a system of surrept itious regulation. The 
prices th at result have nothing to do with the marginal cost of production, which 
by strict economic standards ought to be the theoretical goal for all wheat prices.
It  has very little  to do with the prices at which most of the farmers  of the 
world actually produce most of the wheat in the world, or what consumers of 
the world pay for bread. I t has nothing at all to do with the fair  rate of re turn
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on the farmer's labor and investment, which are guaranteed to others in our 
society whose prices are regulated. This system of regulation is set  so as  to keep 
prices received by American wheat farmers unfa irly cheap.

The "made in America” price of wheat in world trade  bears down narrowly  
upon American wheat farmers  and others in the main wheat exporting coun­
tries. About 85 percent of the total world market for wheat is reserved by na­
tional governments for their domestic producers, all a t prices substantia lly higher 
than  the “world market  price”. This leaves only 15 percent of the total world 
supply that  is produced in the four main wheat export ing countries.

But even in the three biggest of these—U.S.A., Canada, and Australia—the 
artificial  so-called “world market price” is so fa r below the farmers’ production 
costs tha t the governments dig into their  Treasuries, or charge domestic con­
sumers something extra  for wheat used at home, or both, so as to add something 
above the “world market price” to what their  producers get.

This leaves only the farmers  of Argentina who get by on nothing more th an 
this artificial  “world market price”. That  is barely 2 percent of the world’s 
tota l wheat production. Thus the “world market price” has no validity as to 
what the true  economic value of wheat is, nor as to what is a fai r return to 
farmers, nor as to what the world should offer to farmers to insure tha t enough 
will be produced.

U P TO THE UN IT ED  STATES  TO ACT

Thus the American farmer’s wheat price problem is a domestic political 
problem, not an international problem. Wheat prices are made by political 
forces involving practically every government in the world, not by the forces of 
competition in a marketplace. The solution for the American farmers’ problem 
is for our American government to come to its senses and get busy in the  process 
by which wheat prices are made so as to provide reasonably fai r prices, tha t 
will yield a fai r retu rn on the farmers' labor and investment, and give the 
support to our feeble dollar and our desperate trade  deficit tha t the country 
needs—and deserves.

Increasing the U.S. price support loan rate  for wheat to a more fai r and 
reasonable level, say $4 to $5 per bushel, obviously would have an impact upon 
world trade  and would affect other countries. But it neither  requires any other 
country's  consent, nor would i t require any fundamental change to be made in 
the  world’s trading  system.

The present price support loan rate  for wheat was set by President  Ford in 
the middle of the 1976 election campaign. It  stopped wheat prices from dropping 
as low as they would have gone if the loan rate had remained at  $1.50 per 
bushel. This price support loan rate of the United States has had, and continues 
to have, a fundamental influence upon the “world market price”.

It  is the price at which farmers sell wheat in the U.S.A. which establishes 
the pricing targ et of every other country’s wheat tha t enters into world trade. 
Some countries set their  export subsidies, or price thei r wheat, jus t enough 
under the price at  which buyers can get American wheat to be able to sell 
whatever they have. Other countries, notably Canada, price thei r wheat some­
what  less agressively and deliberately maintain some stocks unsold from year 
to year. This is exactly what is going on r ight now. And it  is exactly what would 
have been going on if President Ford (or his successor) had allowed the price 
support to remain at $1.50 instead of raising it to $2.25, or had chosen instead 
to raise the  price support to $3, or to $4 per bushel.

OTH ER CO UN TR IES  WOU LD COOPERATE

Every change tha t has ever been made by the United States in a domestic 
price support policy for wheat has affected other  countries, and they have re­
acted. A modest increase in the price support loan rate  for wheat at  this time 
would be welcomed by our competitors. Their own public commitments, made 
repeatedly, and the logic of self-interest insure tha t they would cooperate with 
the United States to mainta in prices in the world market  at the new higher 
level. This cooperation among the main wheat exporting countries would be 
fully in accord with time-worn policy and administrat ive principles relating 
to  the sharing  of world export markets.

There is nothing new or different about the “marke t sharing” procedures 
and results tha t would occur at modestly higher price levels. It  has been done 
before—we do i t all the time. At present, the U.S. government is actively en­
gaged in seeking to negotiate market-sharing arrangements of various kinds
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with  othe r gov ernme nts . Th is ha s been a ro ut in e and norm al prac tic e sinc e 
World W ar  II.  Th e pro vis ions re la tin g to ex po rt sub sid ies  in th e trade- 
agreem ents th at were rec ently  negotia ted  ar e bas ed on the pr inc iple of m ar ke t­
sh ar in g;  they requ ire  subsidy ra te s to be ta ilo red so as  to avo id encroaching  on 
ot he r coun tri es ’ sh ares  of th e world ma rket.  Th e res erv e stocks provisio n pro­
posed by th e U.S. nego tia to rs also was des igned to affect  m ar ke t shares . Th e 
Am erican s who now cr iticiz e othe r governme nts ’ whe at  pricing and sa les  pr ac ­
tic es inva ria bly express th ei r cri tic ism s in te rm s of the effects upo n sh ar in g 
of the ex po rt ma rket . Some spokesmen for th e mul tin at iona l gr ain trad in g 
com panies, an d th ei r sup porte rs,  ar e ad vo ca tin g th e use  of ex po rt subsi die s 
by the United  Sta te s wi th the  stat ed  obj ect ive  of gaining  or  m ai ntaining  a 
specif ied sh ar e of th e marke t fo r Am eric an wh eat .

Th e sam e bas ic pri nci ple s wou ld conti nue to govern  the  pri cin g policies an d 
prac tic es  of ot he r co un tri es  wha tev er  the  U.S. pri ce  support loan  ra te  might be. 
Bu t a hig he r loan ra te , resu lting  in hig he r wheat trad in g prices  in th e wor ld 
marke t, would cr ea te  the opportu nit y fo r a su bs tant ia l impro veme nt in th at 
Aus tra lia  and Ar ge nti na  as well as Ca nada  wou ld have the  inc ent ive  an d could  
be exp ected the n to withhold  stocks  from  imme dia te sal e in orde r to m ai nt ai n 
th ei r sh ares  o f th e world marke t a t agree d leve ls. These  th ree coun tri es  wi th the  
Un ite d States  accoun t fo r 85 pe rcen t of to ta l world wh eat  ex po rts;  sel ler s of th e 
sm all  bal anc e would a t wo rst  conti nue to sel l all  th at  they have avail ab le,  and 
some prob ably  wou ld coo perate with  the  ma in exporting  coun tri es  by holdin g 
stocks

Th e Un ited  St ates  government  should  of  cou rse  con tinue to concern its el f and 
ne go tia te  wi th othe r gov ern me nts  in res pect to the effec t of na tio na l whe at pri c­
ing  po licie s upon co un try  sh ares  of the  world e xp or t m ark et.

imp orters ’ pro fit eerin g  would decli ne

Im po rti ng  coun try  gov ern me nts  ma y n ot  welcome ac tion by the  w he at ex po rte rs  
to  coo perate  in ra isi ng  the price of wheat in wor ld tra de . The governm ents th at  
buy  Am eric an (o r Ca nadia n or Aus tra lia n or  A rgen tin ian)  wh eat  have  been able 
to  skim  off profits  mo unt ing  to bill ions of do lla rs  when cheap  imported wheat is 
re-sold for  c ons umptio n in im porting  c ou ntry  ma rke ts.  Bu t the  g rounds  f or  ob jec­
tions wou ld be slig ht.  W ha t gro unds would  othe r gov ern me nts  have  to o bje ct to a 
cha nge in ou r price sup po rt policy th a t wou ld ra ise our  fa rm er s’ p rices closer  to 
th ei r own? IIow  can Ja pa n protes t leg itimate ly if  it s profits  per bushel  of  im por ted  
whe at  were to be reduce d fro m $5 to $6 per bushel  to only  $3 o r $4? T he Eu rop ean 
Comm uni ty la st  month  levied a ta x of  ju st  under $5 per bushe l on imp ort ed 
wheat—precisely  121 pe rcen t of the cos t of  Americ an whe at de livere d to Ro tte r­
dam  ! Wh y sho uld  Am eric an fa rm er s be ma nip ula ted  to  give  aw ay  grain to the  
comm unist gov ern me nts  a t less th an  the cos t of produc tion , while Am eric an ta x­
paye rs groan under the burden  of hu nd reds  of bill ions of do lla rs  a ye ar  for mi li­
ta ry  de fense costs, pre sum ably ag ai ns t tho se sam e com munis t govern me nts?

No, th er e is no val id rea son  in ou r co un try’s fore ign  re la tio ns  f or  the  A mer ican  
gover nm ent to be cons tra ine d fro m w ha t it  ought to do as  a m at te r of dom estic 
fa rm  pri ce  sup po rt policy—raise  th e pri ce  sup po rt loan ra te  f or  wh ea t to $4 to $5 
pe r bushel , and  to co mp ara ble  le vel s fo r othe r commodit ies.

Th ere ar e many rea son s why th is  s hou ld be done.  I t would give fa rm ers a more 
fa ir  re tu rn  on thei r lab or and investm ent. It  would grea tly  improve our  na tio na l 
ba lan ce  of  pay ments . It  would str en gthe n the  feeble  Am erican  do lla r. It  would 
re lin qu ish  the dangerous and shor t-s igh ted  cheap  food policy in favo r of  long­
term  s tren gt h for o ur  n at iona l ag ricu ltur al  system.

As I sa id  ea rl ie r in th is  sta temen t, ra tif ica tio n of th is  Fou rth  Ex ten sio n of 
th e In te rn at io na l W he at Agreement of 1971 is desir ab le—i f it  is no t allowed  to  
block nec ess ary  actio n to ra ise  gr ain pric es in the Un ited St ates  behind  th e in­
valid  exc use  th at in te rn at io na l ag reem ent is req uir ed  before  th a t can  be done.

I believe th at  th is  Comm itte e can  perfo rm a gr ea t ser vic e to the coun try  by 
tho roughly  exposing th e ina dequ acy of th at  inv ali d exc use  fo r ina ction  on fa rm  
prices .

I stron gly  reco mmend,  therefore,  th at  the Comm itte e un de rta ke  tho rou gh  
stud ies and inv es tig ati on s an d fu rt her public hear ing s, to br ing  to light the true  
nat ur e of the  world  g ra in economy and of the  t ru e in te re st  o f t he  Am eric an people 
in  rel at ion to it.

PROBE DEC LI NE IN  FOOD AID TOO

The dec line  in Am erica’s com mitment  to the “Food fo r Peace” pro gra m also  
sho uld  be examin ed.  The fa ct s ar e c le a r: Our an nu al  food aid shipm ents hav e
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been running at the lowest levels in the history of the program throughout most of the Nixon-Ford Administration and are continuing so today.The decline of the program raises some extremely disturb ing questions for farmers. Although popularly known as “Food for Peace”, the real title  of the law is “Agricultu ral Trade Development and Assistance Act”. This program and its predecessors since the end of World War II have contributed enormously to the tremendous expansion of America's agricu ltural  exports. “Food for Peace” dona­tions, followed by concessional sales, laid the groundwork for the development of many of America's largest present-day commercial markets for farm produets.Does the sharp decline in food a id shipments signify tha t the United States government is retreating  from the development of additiona l export markets for American farmers? There a re serious indications tha t this may be so.One is that the reduction of food aid shipments cannot reasonably be a ttrib uted  to thei r cost. Several years ago, the Farmers Union conducted a study which shows tha t in most years, farmers were paid almost as much and frequently  more to keep land out of production than would have been required to have bought the commodities if they had been produced and given them away for food aid.
This is particularly true  as the programs were administered during the Nixon Administration. Tha t pattern is repeated in the results of the set-aside programs last  year. Payments to farmers totaled  $1,599 million for “not producing” com­modities in 1978 which could have been purchased for slightly less—$1,585 million. (A copy of this study report, with additiona l recent data supplied, is attached for the record.)
There are other indications as well tha t despite public assurancs to farmers, the government’s primary concern has shifted from promotion of export markets for farm commodities and optimum foreign exchange earnings therefrom, to management of America's agric ultural resources so as to maintain a “cheap food” policy at home. These are present in the past two administrat ions’ policies in respect to supply and price guarantees in the International Wheat Agreement, in U.S. promotion of export competition for American farmers , in the restric tive bi-lateral agreements with the U.S.S.R., the recurrent restrict ions on agr icultural exports, the lack of an adequate reserve stocks policy, and so on.This is a serious issue, not only for farmers, but for the country as well. Agri­culture  is one of the nation’s leading economic advantages in the world arena, and farmers and the public deserve a clear and convincing definition of jus t wlmt our policy is. or should be. This matter is clearly the business of this Committee. It  is probable that food will be the most important  issue in foreign policy in the decades immediately ahead.
I strongly recommend, therefore, tha t the Committee undertake thorough studies and investigations, and fu rthe r public hearings, to review the exist ing and other possible policies of the United States in respect to international access to our agricultural production.

[Reprinted from National Farmers Union’s Washington Newsletter, Vol. 26 No. 18, May 4, 1979]
Almost Nobody  in  th e World as Stingy  as th e U.S . in  Support of W hea t, 

Corn P rices

The price support levels provided to American farmers by their  government for wheat and corn are the lowest in the world with the exception of Egypt for wheat and Brazil for corn. The wheat support rates  or guaranteed  prices range from a low of $1.82 in Egypt to a high of $22.97 in Japan? The corn support rates  or guaranteed prices range  from $1.70 in Brazil to $10.56 in Switzerland.The da ta appears in a  foreign agricu ltura l circular, entitled “Wheat and Corn Prices for Selected Countries,” jus t published by the USDA Foreign Agricul­tural Service. It  was obtained through reports  from U.S. agricultural attaches in about 65 countries.
Exact  comparisons are difficult to make because of differences in support sys­tems, variations in grain qualities, standards and grades, freigh t costs, location at  which the price is supported, and variation in dollar exchange rates.“Nevertheless, the figures a re useful for general comparisons,” Reuben L. John­son, NFU director of Legislative Services, commented this week, “and they do indicate the kind of priori ty food and farmers have with thei r respective governments.”
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National  F armers Unio n, 
Washington, D.C., May 11,1919.

Hon. Frank Church,
Chairman, U.S. Senate Committee on Foreign Relations, Russell Senate Office 

Building, Washington, D.C.
Dear Mr. Chairman : During the hearing of your Committee on May 8, 1979, 

on ratification of the fourth extension of the  International Wheat Agreement of 
1971, you invited me and other witnesses representing farmers to respond to 
remarks of the  Assistant  Secretary of Agriculture, Dale Hathaway. Mr. Hatha­
way had suggested tha t farmer-representatives comment about the workability 
of price provisions in a wheat agreement and the possibility of serious world 
over-production if  the United States were to raise its price support modestly, as a 
number of Senators have proposed, so as to be more in line with the levels of 
price support provided by other governments. Because there was not sufficient 
time to discuss this  matter fully before the hearings closed late in the day, I 
would apprecia te your  consideration of these additiona l comments, and if appro­
priate, inclusion of this lette r in the hearing record.

1.  WO RK AB ILITY  OP M IN IM U M  PRIC E PRO VISION S

Mr. Hathaway stated tha t minimum price provisions have never worked. This 
is not true. Apparently he has been misinformed about the operations of past 
Inte rnational  Wheat Agreements. The only serious breach of the minimum price 
provision in any International Agreement on Wheat or Grains occurred in 1969, 
when the newly-installed Nixon Administrat ion deliberately increased its export 
subsidy for wheat by about 30 cents per bushel and thereby forced the world 
trading price below the agreed minimum.

Clarence Palmby, now a Vice President of Continental Grain Company, but 
then in the position in USDA now occupied by Mr. Hathaway, executed this 
action. Mr. Palmby, and Continental and the other multinational grain trading 
companies, have long opposed International Wheat Agreements precisely be­
cause they did work, thus depriving the grain trade rs and speculators of the 
advantages they are able to obtain for themselves in a world gra in marke t sub­
ject to violent fluctuations and insecurity of both price and supply for farmers  
and consumers. In the political argument raised by the grain trading com­
panies agains t farm price supports and international commodity agreements 
down through the years, they have characteris tically  charged tha t these pro­
grams “do not work.” Such declarations should be dismissed for the self- 
serving political rhetoric tha t they are, and any judgment tha t the Committee 
might make as to the performance of past agreements should be based on 
objective examination of the record. The record shows tha t while IWA price 
provisions were in effect, wheat prices were (1) remarkably stable; (2) well 
within the prescribed range, and (3) substantially higher in real terms, than 
most of the time before the first International Wheat Agreement took effect 
and since the Inte rnational  Grains Agreement was torpedoed in 1969.

The key element in past agreements tha t has made the minimum price pro­
visions workable has been the withholding of stocks off the market in “reserve” 
status to the extent necessary to maintain  prices above the agreed minimum.

Stocks withholding in the past has been performed mainly by the United 
States and Canada. Both countries have held as much as a full year’s produc­
tion and more in “reserve,” thus preventing prices from plunging far  lower 
than they did.

The feasibility  of this procedure is now considerably improved, because Aus­
tra lia and Argentina now have declared publicly thei r willingness to share  
in this stocks-liolding function. Most of the other exporting countries, accounting 
for the 15 percent or so of total world wheat exports other than those from 
the four main exporters, probably could be persuaded to share in the stocks- 
liolding responsibility too. But even if some exporters of small quant ities de­
cline to share in the stocks-holding responsibility, it would be advantageous 
to the United States to cooperate with the other main exporters  in holding stocks 
and maintaining reasonable prices.

2.  COPING W IT H PO TE NT IAL OVER-PRODUC TION OF W HEA T

A. World demand for grain has approximately eaught up with  world supply
In my judgment, there  is littl e likelihood tha t average production over the 

next 10 years would exceed average consumption, even if the U.S. loan r ate  for 
wheat were raised to $4 to $5 per bushel and other grains In proportion. 

48-5 98— 79------ 5
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For  example, the world carryover of all {/ruing and soybeans  (a  be tter policy 
indicato r than  wheat alone) now projected for  the  beginning of 1979 harve sts  
is 217.5 million tons—only 5 ^  million tons more tha n 10 years  ago. World pop­
ulation has  increased 10 times as much as the carryover , and  consumption 
has  increased even more. The present car ryover  represe nts 18 perc ent of the  
cur ren t year 's consumption, just  a shade above the 17 percent on hand a t the 
beginning of the “world food cri sis” in 1972 when the  Soviet Union’s crop 
failed, and it is not sufficient to see the world through a sim ilar serious pro­
duction shortfa ll with out  extreme price  and supply disruptions.

Pru den t and respons ible policy for  the U.S. Government under presen t cir­
cumstances would he to provide for order ly management of somewhat larg er 
reserves tha n those now on hand , and to assure prices  yielding a fa ir  ra te  of 
return  to farmers on the ir labor and  inves tmen t, ins tead  of driv ing  down the 
world tradin g price so as to cause severe hardsh ip for farmers in the  United 
Sta tes and other exporting  countries .
B. If  supplies can be produced in excess of tru ly adequate reserves, the  “Food 

for Peace” program should be revived, improved, and reinv igorated, wi th 
the object of developing long-range pat tern s of  expanded and two-way trade 
of grain for  produc ts of countries now suffe ring  severe unem ployment
At present, food aid shipments from the  United Sta tes  are  less tha n one- 

third  the volume of 15 years ago. In fac t, ann ual  shipments throughout  the  
lat er years of the previous Admin istration and  so fa r in the  Ca rte r Admin­
istratio n have been smal ler tha n at  any time since the  program was firs t ini ti­
ate d in the Eisenhower Administ ratio n 25 years ago.

Moreover, the  present Administ ration, like the  Nixon Adm inis trat ion  before 
it, is spending more to pay farmers to pu t cropland out of production  tha n it 
would cost to buy the output  thereof for dis trib ution as “Food for Peace .”

In mj’ judgm ent, the other gra in producing and  consuming countrie s would 
respond favorably to positive leadersh ip from the United  States by increasin g 
the ir par ticipat ion  in food aid and long-range trade  development programs.
C. I do not believe product ion adjustment measures /could be necessary on a 

large scale, but they should be prov ided on a standby basis both in the United 
Sta tes and in the other  main grain producing countries
I would recommend a combination of cropland set-aside , producer-financed 

reserve stock-holding (as  in Ca nad a),  mid producer-financed  food aid  donations  
as means b.v which the various  countrie s could supplement the ir regular  pro­
gram s so as to adjus t curre nt marke ting s to demand when and  if supplies  
become excessive.

The Far mers Union commends your ini tia tive in focusing public atte ntio n 
upon the issues relating to foreign  tra de  in wheat and  othe r grain s, and we 
will do whatever we can to fu rth er  th at  effort.

Sincerely yours,
R obert G. Lew is ,

National Secretary and Chie f Economist.

Nixo n F ood P olicy Sh if t  Created Shortage, F am in e T hr ea ts , F armers  Union  
E co no mists R eport

Washington, D.C., Oct. 28, 1974—Policy changes introduced by the  Nixon Ad­
min istr ation are dire ctly  responsible for  the  presen t world food shor tage  and 
threat ene d famines, a study released  today by the  F arm ers  Union reveals.

Li ttle  more than one-fifth as much U.S. food is now being shipped overseas 
for hunger relie f as ten years ago.

While “Food for Peace” shipments were being drastic ally cur tail ed over the 
five past  years, payments to U.S. farmers for  holding  cropland out of p roduct ion 
were  increased sharp ly, set ting  an all-time record  of $3,566 million in 1972. In 
th at  y ear one acre was held out  of production in the  United Sta tes for every 41

/2 acres th at  were harvested .
costs taxpa yer s more

This shi ft in food policy h as greatly increased costs to U.S. t axpayers. Dur ing 
the  Nixon Adm inist ration’s firs t five years , nearly $4 billion more was paid  to 
farme rs to p reven t food production tha n it would have cost for the government to 
buy the same amount o f food from farm ers .
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Last year alone, the  government paid  $1,163 m illion more to hold land out  of 
productio n tha n the  value of the  los t prod uctio n on the  farm at  ma rke t prices.  
The record was $1,181 million in  1971.

An enormous volume of potent ial food production  was sacrificed dur ing  these 
five years which could have been used for providing adequate rese rves  and  greatly-  
expanded  food aid shipments. Assuming yields of only two-thirds of the  actua l 
na tional  averag e for  the g rain  best-suited to the  va rious lands  held out of produc­
tion, the  five-year to ta l would have reached the  equivale nt of 8,609 million bushe ls 
of wheat. This is nea rly a billion bushe ls more than  the  actual  total  harve sts  of 
7,669 million bushe ls of wheat in the  U.S. dur ing  those five years.

ENOUGH FOB ALL NEEDS

The poten tia l food th at  was sacrificed would have  been more tha n ample to 
meet all  the  needs th at  have aris en in the  present world  food crisis, with  ample 
rese rves  le ft over. In seve ral yea rs t he  prev ente d prod uctio n approached the total  
volume of al l food g rains bought  and sold by a ll coun tries  in  i nte rna tional trade.

If  the food sacrificed dur ing  the pa st five yea rs had  been produced inste ad, 
much of it  could have been bought and shipped abroad  for  food aid under the 
“Food for  Peace’’ program at  less cost  to the  U.S. government  tha n was paid 
for  not  producing it, the Farmers  Union study revea ls. This excess cost reached 
$751 million in 1971 alone. Costs of the  Nixon program ranged from a low of 
60 percen t to a high o f 136 percent of what it  would have cost to provide equiva­
len t quantiti es of farm commodities for  “Food for  Peace” shipments if they had 
been produced.

FARMERS UNION  OPPOSES POLICY

The Fa rm ers  Union ha s objected repeatedly to “the  erosion of the  Food for 
Peace program” during recent  years, as well as to  oth er aspec ts of the  Nixon farm  
and  food policies.

The Farm ers  Union recommends that  farm prices should  be stabi lized  at  100 
percent of par ity . When ••surpluses” occur, they should be insulat ed from the 
ma rke t in non-recourse price  supp ort loan sta tus unt il prices  rise to 110 percent 
at  par ity.  This  would provide an “ever-normal gr an ary” of reserves to protect 
consumers and exp ort custom ers. Farm production would be c urta iled  under the 
Farmers  Union plan only when reserves have reached reasonable  levels.

In hearings on renewal of the Food for 1’eaee Act on April 3, 1973. Robert G. 
Lewis. National  Secretary, urged th at  shipments “be increased, insofa r as sup­
plies are  available,  to a scale approxima ting  the full levels of expenditure au­
thorized by Congress”. The Nixon Adm inist ration held the value of Food for 
Peace shipments down to only one-tli ird to one-lial f of the  amounts  author ized  
by Congress.

UR GE S U SE OF FOOD FOR DE VE LO PM EN T

Lewis urged long-term food aid agreements with  hungry  coun tries  designed  to 
lead to “an enduring patte rn of commercial two-way trade  wherein U.S. farm  
commodi ties can be exchanged for goods and services from the food-importing 
countries" .

He also suggested th at  food from the U.S. be sold for local currencies in the 
hunger areas, with the proceeds  used “for paying  wages in usefu l public works 
projects, in orde r to promote the  expans ion of demand for food with in the  re­
ceiving countries .”

“ FOOD FOR  PE ACE ”  DW IN DLES

The Far mers Union study shows that  the Nixon Adm inist ration immediately  
slashed the volume of Food for Peace shipm ents by one-fourth in its first  yea r 
(1969). The volume dwindled to an estimated 2.8 mil. tons in 1975, the smallest  
since the  program was ini tia ted  by the Eisenhower Adm inis trat ion 20 years ago.

The Nixon Adm inis trat ion also boosted cuts  in annual food production. The 
peak of 65.9 million tons in grain equivale nt of p revented production  came with 
the peak spending in 1972. Afte r the world food cris is developed beginning in 
th at  year , annu al reduction s tapered off.

The shi ft in food policy was made by the Nixon Adm inist ration pursuant  to 
disc retiona ry autho rity  in the  basic agr icu ltural  and  food aid legislation.  These 
laws were amended in 1970 and  aga in in 1973, but  the  change  did not basically 
al te r the discretion  of crop re duct ion programs, and Sec reta ry of Agricu lture E arl  
Butz  and other Adm inis trat ion officials laude d both new Acts as moving in “the 
rig ht direction .”
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DEC LINE STARTED UNDER JO HNSO N

The decline in food aid  shipments, accompanied by increasing paym ents  for 
cutt ing U.S. food production, began under the  Johnson Adm inis trat ion in 1965. 
The Farmers Union study revealed the little -known fac t th at  tota l U.S. food aid 
shipments during the  famin e emergency in Ind ia in 1966 and 1967 were fa r 
smaller tha n in the pre-fam ine peak yea r of 1964. Indeed, shipm ents dur ing each 
of the two famin e yea rs were smaller tha n in any previous yea r of the Kennedy- 
Johnson Adm inist ratio n or the las t year of the  Eisenhower Adm inist ration.

The study revea led th at  i t was the Eisenhow er Adm inist ratio n which has most 
strongly favored Food for  Peace over paying to p revent food production.

During the five Eisenhower yea rs when both types  of programs were in effect 
(1955-60), the  value of Food for Peace shipments averaged three times high er 
than th e pa yments fo r prevent ing production .

During the  eight Kennedy-Johnson years, the  value of Food for Peace  ship­
ments each yea r averaged only two-thirds as high as paym ents to prevent pro­
duction.

In the five years  of the Nixon A dministr ation , the original ra tio  was more than  
reversed. Paymen ts to prevent production  had  skyrocketed to more tha n three 
times the  value  of average annua l Food for  Peace shipments.

“ FOOD FOR WA R" INCREASED

But  even thi s does not fully measure  the  actu al cut that  has  been made in 
shipments of food for  h um ani tar ian  and economic development purposes. By the 
las t year  of the  Nixon Adm inist ration (1973), nearly  one-th ird (31%) of the 
tot al value of Food for Peace program shipments went to suppo rt war  efforts  in 
Viet-nam and Cambodia. The Sena te Nutrit ion  Committee  repo rted th at  over 
ha lf of the  tot al went to these  two and other mil itary-re lated recip ients  such as 
Israel and Jord an.

The  Farmers  Union’s estimates of the grain production that  was prevented 
under government programs are based on acreages for which divers ion payments 
were made each yea r times two- third s of the  a ctual nat ional average yields dur­
ing the  year for the grain crop best suited to the various types  of land in the 
various programs. These estimates may over -state the  volume of prevented pro­
duction, and commensurately under-s tate  the comparativ e cost of having instead 
bought and shipped  for food aid the amount  of gra in th at  would have  been 
produced.

Actua l production on land released from these  government  programs in 1973 
and 1974 has been less than the two-thi rds of nationa l average yields  assumed 
in the e stim ates .

SPENDING , PRODUCTION CUTS PEAKED IN  19 72

The record  of $3,566 million in paym ents for not producing food matched the 
record est imate  of prevented production of 65.9 million tons  in 1972. Simul­
taneously during that  year , the  Nixon Adm inist ration undertook  strenuous  
nego tiatio ns with  the  Soviet Union and  China to expand grain sales  to those 
count ries.

The Far mers Union study  is based on official U.S. Departm ent of Agriculture  
data.  Fo r simplicity, prevented production on land dive rted from cotton is est i­
mated in term s of “grain  equivalent” based on nat ional average yields of corn, 
for which most cotton land is suita ble. Prevented production on land diver ted 
from miscellaneous crops and hay is based on nationa l average  yields of oats.

The  Farmers  Union’s study was direc ted by Robert G. Lewis, who is the 
organiz ation's chief economist as  well as  National Secretary .
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(A series of tables detailing  the findings and estimates of the study is at ­
tached.) (Data for calendar years 1975-1078 has been added.)

TABLE I.— OPERATING RESULTS OF GOVERNMENT-FINANCED FARM COMMODITY EXPORTS AND ACREAGE 
DIVERSION PROGRAMS. 1955-78 

(Dollar  amounts in mill ions!

Estimated pro- Value of U.S. farm commodity
duct ion of grain Market  value farm commodity expo rts under

Acres idled by from idled acres at farm  if Payments to exports under Public Law 480
farm ers as basis if  grown and crop of grain farm ers agree- Government- programs,
for Government harvested had been har- ing to not financed calendar years

payments (m illion vested from produce crops programs, (m illion
Year (m ill ions ) metric  t ons)1 idled acres2 on idled acres3 calendar y ea rs 4 metric  t ons)5

1955 $1,118 2.4
19 56 ... . 13.6 8.0 $405 $261 1,711 5.3
19 57 ... . 27 .8 15.0 654 654 1,536 7.4
195 8. ... 27.1 19.6 864 810 1,233 8.2
195 9. ... 22.4 11.3 464 324 1,207 8.4
I9 6 0 .. .. 28.7 15.9 625 367 1,461 12.9
19 61 ... . 53.7 41.4 1,762 1,104 1,483 11.1
19 62 ... . 64.7 48.5 2,101 1,440 1,480 11.7
19 63 ... . 55.7 42.5 1,825 1,382 1,520 14.2
19 64 ... . 54.9 42.0 1,901 1,951 1, 644- 15.7
19 65 ... . 55.9 52.0 2,230 2,115 1,349 13.5
19 56 ... . 62.5 56.6 2, 785 2,946 1,353 12.1
19 67 ... . 40.2 42.8 1,774 2,738 1,263 10.6
19 68 ... . 43.9 54.8 2,232 3, OSO 1,189 10.4
19 69 ... . 57.6 60.5 2,736 3,417 1,020 7.6
19 70 ... . 57.1 53.0 2,774 3, 352 1,021 8.2
19 71 ... . 37.4 39.6 1,654 2, 835 £82 6.7
19 72 ... . 62.1 65.9 3, 346 3, 566 1,107 7.2
19 73 ... . 19.5 15.3 1,218 2,381 750 3.0
19 74 ... . 0 0 0 0 750 •2 .8
19 75 ... . 0 0 0 0 966 4.8
1976 ... . 0 O 0 0 773 4.3
1977 ... . 0 0 0 0 706 4.5
1978 ... . 18.3 1 1 1  „ 1,585 1,599 791 4.6

1 Computed at of U.S. average yie lds per acre d urin g year of each crop to which reduct ions in acreage harvested are 
attr ibu ted . An equ ivalent  based on average yields of corn dur ing  year  is shown for  acreage d iverted from  cotton;  and an 
equivalen t based on average yields  of oats du ring  year is shown for  "o ther  cropla nd" diverted pr imar ily  f rom tame hay, 
and some soybeans, flaxseed, dry  edib le beans, rice and tobacco-.

2 Estimated production (fiom  3d col.)  times U.S. average price per ton received by farmers fo r corn-at the farm  dur ing the  
year. Prices of the various grains, inc lud ing  the price of wheat less certifi cates , usually average close to the price per ton of 
corn.

3 A ll payments to farm ers  conditioned on their  agreement to  withhold  designated farmland from  production  dur ing the 
calendar year (corresponds genera lly to crop year ). Wheat ce rtificate payments are included.

« Calendar years 1955—73 from  annual report on Publip Law 480, Septqmber 1974. Calendar year 1974 preliminary from 
FAS-USDA. Calendar years 1975-78 from  annual repor t on Public Law 480, Office o f the General Sales Manager, USDA.

5 Calendar years 1955—73 f rom  USDA’s annual stat istica l report on Public Law 480 shipments, SDS-1-74, March 1974 
and ear lier  reports.  Data for  Public Law 480 only, exclud ing rela tive ly small qua ntit ies  shipped under Other Government-  
financed programs.

« Projections, based on.data from  FAS-USDA on actual shipments dur ing 9 mo tor  t it le  I and 6 mo for  t it le  II  of Public 
Law 480.

Source: U.S. Department o f Ag ricultu re data except as noted.
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67
TAB LE I I I — VALUE OF U.S. AGRICULTURAL EXPORTS UNDER GO VERNMENT-FIN ANCED PROGRAMS TO  VIET NA M 

AND CA MB OD IA, AND TO ALL  COUNTRIES . FISCAL YEARS 195 5-73

Fiscal year Cambodia Vietnam

Total 
for 2 

countries

Total 
for  all  

countries

Percent of all  
shipments to 
Vietnam and  

Cambodia

1955_____ ________ ____________________ <■> *$ 1 $2 $1 ,118 Negligib le
1956__________________________________ (* ) ' 18 19 1,711 1
1957...................................................................... o >32 33 1,53 6 2
195 8______ ______ _____________________ <■> » 14 16 1,23 3 1
195 9__________________________________ $1 .2 24 26 1,2 07 2
1960_______ ______ ____________________ 1.2 20 26 1,461 2
1961 __________________________________ 2.9 26 30 1,48 3 2
196 2............................................................... 1.0 34 35 1,4 80 2
196 3________ _____ ____________________ .9 36 37 1,5 20 2
196 4__________________________________ Negligible 43 45 1,6 44 3
1965__________________________________ Negligib le 49 50 1, 349 4
1966__________________________________ Negligible 94 95 1,3 53 7
196 7.............................. ....................................... Negligib le 176 176 1,2 63 14
1 9 6 8 .. . .______________________________ Negligib le 148 153 1,1 89 13
1969__________________________________ Negligible 103 105 1,0 20 10
197 0______ ____________________________ Negligib le 129 131 1,021 13
197 1__________________________________ .8 126 128 982 13
1 9 7 2 .. .. _____________ _____ ___________ 9 .5 117 128 1,1 07 12
1973__________________________________ 28. 9 171 206 750 27

.  > Export  data for  Vietnam and Cambodia were combined for fiscal years 195 5-58.

No te:  Data rounded to nearest ha lf-m illion. “ Negligib le"  is under $500,000 and under 14 of 1 percent. Totals  may not
add  correctly due to rounding. '  ••

Source: Economic Research Serv ice, U.S.  Dep artment of Agriculture .
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Prepared Statement of R ichard Baum, P resident, Western Wheat 
Associates, U.S.A., I nc.

Mr. Chairman and Members of the  Committee, my name is Richard  Baum. I am Pres iden t of Western Wheat Associa tes and have served  in thi s capacity for the  pas t 20 years. I apprecia te the  opportuni ty to review our position on the policy issues being cons idered by thi s committee.
Western Wheat Associates. Inc., (WWA) is a marke t development and trade  service organ ization witli offices in six Asian coun tries  and two in the United States.  WWA concentra tes its effor ts in a tota l of 15 Asian countr ies. WWA’s mission is to maintain  and expand overseas markets  for all five classes  of U.S. wheats and the ir by-products on beha lf of U.S. wheat producers. WWA cur ­ren tly  represen ts growers from eleven major wheat sta tes which, together, produced over 1.1 billion bushels in 1978.
In summary, we support tlie extens ion of the 1971 Intern ational Whea t Agree­ment : we support int ern ational cooperat ion with the  o ther major wheat exp ort­ing natio ns on measures to improve  coordination of production  and marketing policies and food s ecur ity in developing na tio ns : we oppose the idea of a world wheat car tel to set artif icial ly high prices and divide  up world markets  as un­workable ; and,  finally, we recognize the  prices received by U.S. wheat producers are below the ir costs of production and actions must be taken to increase their  income if  they are to  rem ain in business.
The United Sta tes ’ Int ern ati onal Whe at Agreement nego tiators had a form ida­ble task before them in atte mp ting to develop a supply management and pricing scheme that  would be acceptable  to all par tic ipa ting count ries. As the U.S. pro­posal was originally presented,  the  intere st of the U.S. wheat producer was clearly protected . It  provided  for  a mechanism to ad jus t supplies through na­tionally-he ld reserves . These provis ions were designed to hold world p rices within an established range and to provide for increased secu rity in food supplies in individual countrie s. The ini tia l price range was reasonably a ttractiv e to the U.S. wheat producers and the burden of holding reserve stocks was more fai rly  dis­trib uted among exporter s and importers.
By early  1979, compromises during the  negotiat ing process had considerably eroded  the benefits th at  would be der ived by U.S. producers, and addi tional com­promises would have been necessary to come to final concurrence with  othe r coun tries  on a new IWA. Fu rth er  compromises were untenable. U.S. nego tiato rs packed the ir bags and went  home—knowing that  by doing so the intere sts  of U.S. wheat producers  would be bette r serviced. Obstacles were great to negotia t­ing such a comprehensive agreemen t by the  applica tion of one set of ru les on par­tici pan ts having widely varying differences of needs  and goals.Even before hopes began to dim for a new and favorable agreement, various int ere sts  in the  U.S. advocated a change in the direc tion of our exis ting tradin g system. Any revision in our  system should be approached cautiously so that  1 he markets  and  marke t shares we’ve worked so hard to obtain are  not lost or diminished. Of the  more tha n two billion bushels  of U.S. wheat expected to be utiliz ed in the  curre nt marketing year, near ly 60 percent will be utilized out ­side the  United State s. Despite the already  larg e role exports play in dete rmin­ing the  income of f armers,  more an d e xpanding markets  a re necessary if  fa rme rs are to keep pace with the  rest  of our economy and, in fact , remain  in business. We have confidence in our  a bil ity  to find new marke ts and expand our sales in tin* marke ts already  estab lished , given a tradin g atmosph ere conducive to free and fa ir competit ion.
A concept being advanced which would divvy up world  markets  on a his tori cal  basis  has many inhere nt difficulties. The most prom inent difficulty being th at  the share of the  m arkets would be dete rmined on hi storica l sales, while potentia l growth due to individual ini tia tive would be stifled.The U.S. farm er, in cooperation with the  government, has  invested millions of dollars over the  past 25 years to develop wheat export markets. Ea tin g habits are being changed in countrie s throughout the Asian are a to include wheat foods to improve die ts nut ritionally and to gain  var iety  and convenience. The wheat market development program h as proven th at  new markets  can be developed and  old markets  expanded.
Competition for marke ts based on improved qual ity, depen dabil ity and service  benefits the buyers. The  U.S. is the  only country  that  has all classe s of wheat  available. We a re also the most dependable  supplier in the world. In addi tion,  we are  one of the  largest  impo rters from many Asian countr ies, so they wan t to buy from us to improve the ir balance  of tra de.
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For  these  and other reasons, U.S. wheat has ente red expanding marke ts th at  
by tradit ion  belonged only to our competitors. Exam ples of such ma rke ts a re : 
Indonesia, Malaysia, Sri Lanka and China. Excluding U.S. w heat from  marke ts 
such as these  would f ur ther  imbalance t rade  and be a disservice to our tax pay ers  
as well a s the  wheat producer.

We do not believe it is possible to manage an OPEC-type monopoly on world 
wheat production  to rai se prices  rega rdle ss of supply and demand  factors . Set­
ting  an artif icia lly high price  for whea t would stim ula te product ion in many na­
tions  that  w’ould not be pa rt  of the agreement and, in effect, would defeat  the  
purpose of t he  carte l. Wheat can be produced in more tha n 100 count ries  a round 
the  world.

The policies being followed by the  Euro pean  Community  (EC) are  a curre nt 
example of the  problems created by excessively high price supports to the  pro­
ducer. The French  whe at producer  receives a price supp ort of over $5.60 per 
bushel. These prices  encouraged an increase in production of 10 million tons 
in 1978 over 1977. T his surplus is now being dumped on the  world marke t th rough 
use of expo rt subsidies (re sti tut ion s) running as high as $3.57 per bushel to 
China. It  is estimated th at  the EC use of excessive expo rt subsidies to tra di ­
tion al U.S. wheat marke ts in thi rd countrie s will cost the  U.S. whea t producer  
losses in excess of one billion do llars th is m arketin g year.

The U.S. has  long suffered from the un fa ir tradin g p racti ces of our competitors.  
It  is not uncommon for our  competitors, when they become burdened with un- 
wieldly supplies, to resort to dumping the ir commodities on world marke ts— 
showing lit tle  concern for the  cost  to n atio nal  tre asu ries and the decline in world 
ma rke t prices  which inev itab ly result.  Exp ort subsid ies by the  EC, reba tes,  price  
discount ing and many oth er uncompetitive means by others are  used to r id them ­
selves of excessive supplies. We have alre ady  encountered such tac tics  in com­
peting for sales to the People’s Republic of China. Had  it not been for  export 
subsid ies by one of our exporting competitors, the  sales w’ould likely have been 
ours. It  is difficult to compete with  countrie s th at  have  nat ional treasu rie s at  
the ir disposal.

Although the  concept of predeterm ined marke t shares is unacceptable , in ter­
nat ion al cooperation among expo rting  countrie s in the pur sui t of supply man­
agement and responsib le tr ading  pract ices  should be advanced.

Through the cooperative effort s of the  U.S. anti other wheat exporting coun­
trie s, the  poten tial  exis ts for a more economically rat ion al and responsible world 
of trade  policy. Sec reta ry of Agr icul ture  Bob Bergland will soon be meeting in 
Cana da with  rep resentativ es o f major wheat exporting countries. With  the likely 
exclusion of the whe at car tel concept, the discussions  may cover a  wide spec trum 
of are as of futu re cooperation. A dialogue such as this will help promote a be tte r 
und ers tanding of the view of all  concerned and should be ongoing.

We fully suppo rt an extension of t he 1971 int ern ational wheat agreement  com­
posed of the  food aid convention and wheat tra de  convention. The agreem ent, if 
extended, would cont inue to provide a forum for the  exchange of views of all  
members, having ave rted  potentia lly serious tra de  problems before reaching  a 
crisis stag e because of the  contin ued communication which exis ts among IWA 
members. The info rma tion  supplied by the  In ter na tio na l Whe at Council has  
become invaluab le to many member countries . Although the developed countries 
have soph isticated  apparatus  for info rmation gathering, the  lesser  developed na ­
tions  lack the  expertis e and financial resources for such an extensive endeavor.

The Secre tar iat of the Intern ational Wheat Council has  become ext remely pro­
ficient in gather ing acc ura te info rmation  on p roduc tion, consumption, trade  and  
related mat ters . The poorer countries of the world rely heavi ly on the knowledge 
the  IWC provides them.

Again. I tha nk  you for  your cons idera tion of the view of Western Wheat Asso­
cia tes  on the extension of the  1971 Intern ational Wheat Agreement and other 
tra de  issues. I would be happy to answer any questions  you might have.

Biography of Richard K. Baum

B ir th da te : J une 12.1923—LaGrande, Oreg.
Educa tion: Gra dua ted Oregon Sta te University, 1947 B.C. (Cum Laude ), 

Agronomy and Soils.
Ma rita l S ta tu s: Married,  six children.
Backg rou nd: Richard  K. Baum, I’resident of Western Wh eat  Associates, 

U.S.A.. Inc., has  served as the organiz ation’s chief executive since i ts inception in 
1959. He has served the  wheat  indust ry throughout  his 30-year professional
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ca re er , an d he lped  pion ee r th e es ta bli sh m en t of th e Oregon  W he at  Co mm iss ion  an d th e U .S. w he at  i ndust ry 's  m ar ket  d ev elop men t pr og ra m  i n As ia.  H e g ra duate d  Cu m Lau de  from  Orego n S ta te  U ni ve rs ity  in 1947 a ft e r hav in g se rv ed  as  a co mba t in fa n tr ym an in  Eur op e du ring W or ld  W ar  II . li e  re ce nt  re ti re d  as  Com ­man di ng  G en er al  of  th e  Oregon  N at io nal  G uar d 's  41st Brig ad e.  He  has tr av el ed  ex tens iv el y th ro ug hout  Asia  on mo re  th an  60 oc ca sio ns  in  th e  c ou rse of  h is  w he at  m ar ket  de ve lopm en t wo rk.
W es te rn  W hea t As sociate s. U.S.A., In c. , kn ow n ov er se as  as  “W hea t Assoc ia tes , US A’’, is  a no n-pr of it org an iz at io n su pp or te d by w hea t pr od uc er s in th e S ta te s of Orego n, Id ah o,  W as hi ng ton,  M on tana , N eb ra sk a,  Co lor ado, Oklah om a,  Tex as , Wyoming , N or th  Dak ota an d Minne so ta . Th e ob ject ive of  W he at  A ssoc ia te s is  to ex pa nd  an d deve lop  m ar ket s fo r Uni ted S ta te s w he at  an d w hea t pro du ct s in  th e A sian  a re a  in co op erat ion w ith  th e For ei gn  A gri cu ltura l Se rvice , U.S . D epart ­m en t of  A gr ic ul tu re . Ove rsea s offices ha ve  been  es ta bli sh ed  in Ja pan . Korea , Tai w an , th e  Ph ili pp in es , Si ng ap or e and  In dia . Pro gr am s a re  al so  co nd uc ted in  ll ong Ko ng, In do ne sia,  M al ay sia,  Thai la nd, P ak is ta n , Ban gl ad es h.  A fg han is ta n an d Sr i Lan ka .
Th e WA  pr og ra m  includ es  su ch  th in gs as th e es ta bli sh m en t of  bak er s tr a in in g  sch ools,  tr ad e  t ea m  to th e U.S ., se nd in g ba ke ry  tr a in ees to  th e A m er ic an  In s ti tu te  of  Bak in g,  pr ov id ing flo ur  mill in g an d ba ki ng  in dust ry  consu lt an ts  to ass is t th e loc al m il ling  an d ba king  in dust ri es w ith  im prov ing pro du ct  qual ity  an d in tr o ­du ci ng  n ew  pr od uc ts , pr ov id in g fina nc ia l as si st an ce  fo r co nd uc tin g var io us  w he at  flo ur  foo d de m on st ra tion  pro gr am s and pri n ti ng  cookbooks an d recipe s, an d va ri ous te ch ni ca l se rv ic ing pr og ra m s.  The  ov er al l WW A FY  79 bu dg et  is nea rly  five mill ion do llar s.

RICHARD K. BAUM, EXECUTIVE VICE PRE SID ENT, WESTERN WHE AT  ASSOCIATE S, U.S.A. , 
INC. , AMERICAN BA NK  BUILDING, PORTLAND, OREG.

B ir th d a te : Ju ne 12, 1923 a t LaG ra nd e,  Oregon . Rai se d on pare n ts  fa rm .Edu ca tion  : High Schoo l— Stu den t Body Pre si de nt,  S a lu ta to ri an  Se nior  Class . Co lleg e— B.S . (Cum  L aude),  O reg on  S ta te  1947, Ag ron om y an d Soils.
M il it a ry : Acti ve  dut y U.S.  Army  1943-1945. St ud ied en gi ne er in g In di an a Uni ­ve rs ity,  1943. Se rved  in 14tl i Arm or ed  Divisi on  in  Fra nce  and German y.  P re se nt ra nk  o f L ie ute nan t C olonel , Orego n N at io nal  Gua rd .
M ari ta l s t a tu s : M ar ried  sin ce  1949, six ch ildr en  a ge s 2 to  17.
C urr en t po si tion: Ju ly  1959 to  p re sen t:  W es te rn  W hea t Assoc ia te s Exe cu tive  Vi ce P re si den t sin ce  in ce pt ion of  or ga niz at io n. P io ne er ed  th e w hea t m ar ket  de ­ve lo pm en t pr og ra m  in Asia be ginn in g in 1954. Invo lved  in  th e es ta bl is hm en t of th e  Or egon  W he at  Co mmiss ion— th e fi rs t in  th e U.S .— which  has been th e le ad er  in  ex pa ndi ng w he at  m ar ket s,  de ve loping  nat io nal  w hea t le gi sl at io n an d im ple­m en ting  w he at  pr og ra m s.  H as  al so  been ve ry  ac tive  in th e N at io nal  Assoc ia tio n of W hea t Grower s in  w or ki ng  on gro w er  pr ob lems in  a ll  m ajo r w hea t pr od uc in g st a tes .
R ep or ts  di re ct ly  to  WW A B oa rd  of  D irec to rs , which  mee ts  th re e tim es  yea rly to  revi ew  pr og ra m , ap pr ov e bu dg et  an d de te rm in e policy. Mem ber st a te s WWA a re  W as hi ng to n.  Orego n. Id ah o.  N eb ra sk a,  M on tana . In d ir ec t mem be r st a te s (t hro ugh G re at  P la in s W he at , In c. ) a re  N or th  D ak ot a,  Sou th  D ak ot a,  K an sa s,  Co lorado , Ok lah om a.
O ve ra ll re sp on sibi li ty  fo r w heat m ark et de ve lopm en t pr ogra m  in As ia exte nd­in g from  Japan  th ro ug h P ak is ta n  w ith  regi on al  offices in Ja pan . Tai w an , Phil ip ­pine s,  In d ia  an d W as hi ng to n,  D.C . an d su pe rv is io n of  ei ght adm in is tr a ti ve em ployees, tw en ty  su ppor ting  em ploy ee s pl us  pe riod ic  co nsu lt an ts  an d te ch ni ci an s.
Res po ns ib il it ie s in cl ud e em pl oy m en t of  pe rson ne l, m an ag em en t of  da ily oper a­tion s,  p re para ti on  of  a nnual m ark eti ng  pl an , re por ting to  w heat pr od uc er  o rg an i­zat io ns an d th e U.S .D.A.,  su pe rv is io n of  ov er se as  pr og ra m , lia ison  w ith U.S.  g ra in  tr ade, co nt in ua l anal ysi s of  w heat supp ly  an d de m an d,  an d de ve lopm en t of annual bu dg et  (.$1.4 m ill ion  in 19 68 -69) .
E xte nsi ve tr avel th ro ughout th e  Asia n ar ea . Clo se as so ci at io n w ith  off icia ls of  th e  U.S .D.A ., U.S . gra in  tr ade , ag ri cu lt u ra l org an iz at io ns , fo re ign go ve rn ­m en ts  an d w hea t in dust ry  gr ou ps  ab ro ad . H as  re pre se nte d w he at  pr od uc er s an d part ic ip a te d  in In te rn a ti ona l G ra in s A rran gem en t m ee tin gs  in A ust ra li a  an d E ng la nd  th is  y ea r.
P ri o r ex pe ri en ce : Ju ly  1958 to  Ju ne  1959, A dm in is tr at or.  Oregon  W hea t Com­m is si on; March  1952 to  Ju ne  1958. Exe cu tive  Vice  Pre si de nt,  Oregon  W hea t Gro wer s Lea gu e;  Se ptem be r 1947 to  M arch  1952, W he at  M ar ket  Ana lyst , Or egon



W hea t Com mission ; Dec em be r 1947 to  Sep tem be r 1948, In s tr uc to r,  V et er an s 
F arm  T ra in in g  Pro gr am . Oregon .

Com mun ity  ac ti v it ie s : Form er C ha irm an  of  U m at il la  Co un ty  Citi ze n T ax  C om­
m it te e : Mem ber of  R ota ry  Cl ub  (sus pe nd ed  d ue  t o in te rn ati onal tr ave l)  ; M em ber 
of  Port la nd  Cha m be r of  Com m erce ; Mem ber of  Japan  So cie ty  of  Or egon  ; M ar ks­
m an sh ip  In s tr u c to r fo r Bo y Sco uts ; S ubst it u te  Co ach fo r L it tl e  Lea gu e B as e­
b a ll ; Sp ea ke r an d M as te r of  Ce remon ies fo r S ta te  an d N at io nal  co nv en tion s 
an d m ee ting s;  M em be r of  C hu rc h of Je su s C hri st  of  L a tt e r Da y S ai nts  (p ri nc i­
pa l sp ea ke r to  yo ut h gr ou ps  an d Sac ra m en t m ee ting s)  ; Mem ber of  N at io nal  
So ciety of  Bak ery E ngin eers ; an d Mem ber of Exe cu tive  Co mmitt ee  fo r Elect io n 
of  Hat fie ld  fo r Gov erno r.

E du ca tion al  tr a in in g : C urr en tl y  en ro lle d in  th e  ex tens io n co ur se  of  th e  U.S . 
Arm y Co mm and and  G en er al  S ta ff  College.

H ob bi es : Fis hi ng , fly ty in g,  bo at in g,  hunting  (i nc lu di ng  tige rs  in  In d ia ),  golf, 
al l sp ort s ge ne ra lly,  and ph ot og ra ph y.

1’repared Sta tem en t  of  W in st o n  W il so n , P res id en t , N ati ona l A ss ocia ti on  
of  W h ea t  G ro we rs

Mr. C ha irm an  and  M em be rs  of  th e Com mitt ee , th e  N at io nal  Assoc ia tio n of  
W hea t Gro wer s ap pre cia te s th is  opport unity  to  pre se nt  it s view s on th e 1971 
In te rn a ti ona l W hea t A gr ee m en t an d re la te d  w hea t po licy iss ue s. I am  W in st on  
W ils on , pr es id en t of  th e  N at io nal  Assoc ia tio n of  W he at  Gro wer s an d a w hea t 
pr od uce r from  Q ua na h,  Tex as .

A t th e  ou tset , I wou ld  like to  in dic at e th e  N at io nal  Assoc ia tio n of  W hea t 
G ro wer s su pp or t fo r th e  fo u rt h  ex tens ion of  th e  1971 In te rn ati onal W he at  
Agr ee men t an d it s com ponen ts : th e  W he at  T ra de and Fo od  Aid  Con ve nt ions . 
Tlie  ex te nd ed  1971 Agr ee m en t re pre se n ts  nea rl y 50 year s of p ra ct ic al  ex pe rien ce  
on  th e  p a rt  of  th e w or ld  w hea t co mmun ity  in th e pu rs u it  of  po lic ies  which  se rv e 
bo th  im por ting  an d ex port in g  na tion s.  U nd er  cu rr en t po lic ym ak in g co nd iti on s, 
it  is  th e  lo wes t comm on den om in at or an d th e on ly  ty pe  of  ag re em en t which  
de ve lope d an d de ve loping  nat io ns as  a gr ou p a re  pre pare d  to  ac ce pt . I t does pro ­
vide  fo r co nt in ue d an d im port an t in te rn ati onal co op er at io n in w hea t m att ers , 
an d it  m ai n ta in s th e fu nct io ns of th e In te rn a ti ona l W hea t Co uncil  in Lo ndon  
Eng la nd . The  Co uncil  is a ne ce ss ar y wor ld  fo ru m  fo r di sc us sion  an d co op er at ion 
in  th e  a re as of  w he at  m ar ket in g,  su pp lie s, an d pr ices , an d it  is a re sp ec ted an d 
le ad in g au th o ri ty  in fo re ca st in g wor ld  w he at  pr od uc tion  an d tr ad e.

T he  1971 In te rn a ti ona l W hea t Agree men t ex pr es se d th e  will  of  th e mem be rs  
of  th e  In te rn a ti ona l W heat Co un cil  to la te r neg otiat e an  ag re em en t co nta in in g 
w hea t pr ic e an d su pp ly  pr ov is ions , but  th e  opport unity  fo r re ne gotiat io n was  a 
long  tim e in arr iv in g. I t w as  no t unti l ear ly  1975. a ft e r th e  conc lusio n of  th e  
W or ld  Fo od  Co nferen ce , th a t p re para ti on  be gan fo r th e new In te rn a ti o n a l W hea t 
Agree men t. Ac tiv e wor k on a ne w In te rn a ti ona l W hea t Agr ee men t did no t be gin 
un ti l mid-197 6. an d in  F ebru ary  1977 th e ef fo rt was  moved  to Ge neva w he re  n eg o­
ti a ti ons w er e co nd uc ted in  para ll e l w ith  th e m u lt il a te ra l tr ad e  ne go tiat io ns .

The  ce nt er pi ec e of  th e  neg otiat io n w as  a pla n fo r co op er at iv e ac qu is it io n an d 
re le as e of  na tion al ly -h el d w hea t re se rv e stoc ks  a t fo rm ula te d  tr ig ger po in ts . 
T hi s co nc ep t re pre se nte d a mod es t wor ld  ef fo rt to  pr ov id e fo r in cr ea se d foo d 
se cu ri ty  an d eq ui ta bl e m ark et pr ices . Th e U.S . neg otiat in g  team , in th e op inion 
of  th e N at io na l Assoc ia tio n of  W hea t Growers, dem onst ra te d  a high  lev el of  
le ad ers hip  in it s fo rm al  an d in fo rm al  ef fo rts  to  ga in  th e pr ic e an d su pp ly  com­
m itm en ts  th a t were ess en tial  fo r th e  su cc es sful  ope ra tion  of  th is  pl an . U.S . 
off icia ls ke pt  th e N ational Assoc ia tio n of W he at  G ro wer s tr ad e  af fa ir s re pre ­
se nt at iv e.  Don W oo dw ard,  a Pen dl et on . Orego n, w hea t pr od uc er , an d m em be r of  
th e  W hi te  Hou se  Adv iso ry  Com m itt ee  fo r T ra de N eg ot ia tion s,  ad vi se d of  po lic y 
de ve lopm en ts  a t v ir tu a ll y  ev er v ste p.  W oo dw ard w as  an  offic ial ad vis or to  th e  
U.S . nego tiat in g te am , an d he  a tt en ded  a ll  t he  for m al  n eg oti at in g  se ss ions .

The  e ffor t co nt in ue d unti l F eb ru ary  o f th is  y ea r whe n th e  In te rn a ti ona l W hea t 
Agr ee m en t ne go tiat io ns  co lla ps ed  an d th e co nf er en ce  ad io ur ne d.  The  in ab il it y  of  
part ic ip a ti ng  na tion s to  re ac h ag re em en t on th e siz e of  th e  ov er al l re se rv e and 
th e  pr ic e ac tio n po in ts  fo r ac qui ri ng an d re le as in g th e  stoc ks  w as  th e fu nda­
m en ta l re as on  th e neg otiat io ns fa iled . The  c on ce pt  of  t he  re se rv e pl an  w as  sound, 
an d th e U.S . neg otiat ors  di d a co mmen da ble job under  dif fic ul t ci rc um stan ce s.  
The  fa c t th a t th ey  he ld  to  th e  po si tio n th a t no  ag re em en t w as  pre fe ra b le  to  a 
bad  a gr ee m en t te st if ie s to  t li e ir  d et er m in at io n.
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When the negotiations folded, the Nat ional Associat ion of Whe at Growers called on the Carte r Adm inist ration to begin talks immediately with  the major wheat exporting  nations  to arr ive  at  a workable burden-sharing  arrangement. It  is the hope of our Association th at  the governments  of the major exporting  nations  can succeed where a world conference of 70 wheat importing and exporting  count ries has  failed. Moreover, it makes  a gre at deal of sense to con­tinu e to keep up the pursu it of policies which will result  in equitable  prices for  U.S. produce rs an d their  co unterparts  in other exporting nations. The alt ern ative  of cont inuing  to market whea t below th e cost of production at  s ignificant cost to agr icu ltural  producers and natio nal treasu ries is unacceptable.The National  Association of Wheat Growers believes that  potentia l exis ts for  exporte r cooperation in  th e a rea s of supply management and other shared ad just­ment actions. Cur rent ly, the U.S. is the  only nation which is opera ting an acreage adjustment program to cur tai l excess produc tion. Simila rly, the U.S. is  the  only nation which has  acted  to isolate stocks from  the  market to improve  marke t prices and reserve supplies for fu tur e demand. Other exporting  nations  benefit from these  unila ter al actions, but they nevertheless  mainta in production  and expo rt policies which undermine U.S. efforts. For  example, las t year American wheat producers reduced  produc tion 12 percent, while Canada increased output  4% pe rcen t; Aus tral ia, 55 pe rcen t; Argen tina, 40 ite rce nt; and  the European Community, 22 percent. These competing nat ions then made aggressive efforts to move increased volumes into the world m arket a t reduced prices .It  is clea r th at  U.S. supply management actions are  not being match ed by othe r exporting nations. For  thi s reason the  National  Association of Wheat  Growers is opposed to the Admin istratio n’s proposed Intern ational Emergency Reserve until inte rna tional  cooperation and par ticipation is developed between countries  to sha re the  responsibili ty and obligations of establish ing and main­tain ing  reserve stocks. The U.S. commitment to world food security fa r exceeds that  of any o ther country. Over 400 million bushels  of w heat out of a tot al exceed­ing one billion bushels of wheat and feed gra ins  are  curren tly being held in a special farmer-held reserve established by the Food and Agr iculture Act of 1977. New U.S. reserve stocks on top of previously estab lished reserves is unw ar­ran ted  with out  comprehensive planning and  par ticipat ion  by other countries, to avoid excessive  costs to our government  an d excessive costs to producers  through depressed pr ices.

In conclusion, our Association recommends approval of the two-year extension  of the 1971 Intern ational Whea t Agreement. The Nat ional Association of Wheat  Growers also believes th at  a cooperative agreement between expo rting  nations , which provides for supply management and mutu ally agreed  upon adjustm ent actions could improve price and marketing conditions for producers  in all major exporting nat ions while assurin g adequa te supplies to consumers world wide. In this regard, I want to make it clea r th at  the National  Association of Whea t Growers does not advocate a whe at cart el, fixed exporting  pricing, or market shar ing.  Our  organization does advo cate  cooperative supply management that  provides for security with  adequa te ret urn s to producers. Without such a plan, the re will be chaotic  marke t changes th at  benefit nei the r consumers nor pro­ducers over the  long term.
In closing, I wan t to once again express my apprecia tion for the opportuni ty to presen t the views of U.S. wheat producers on the Int ern ationa l Whea t Agree­ment and rela ted issues. I will be pleased to respond to your questions at  the app ropriate time.

P repared Stateme nt  of L arry M inea r, R epr ese ntative  for D evelopment  P olicy, 
Chu rc h World Service and Lut hera n World R elief

I am Lar ry Minear, Representat ive for Development Policy of Church World Service and Lutheran World Relief. Church World Service (CWS), the overseas development and rel ief agency of the  National  Council of Churches, serves the Council’s 31-member Protes tant  and Orthodox commissions. Lutheran World Relief (LWR) is the  companion agency of the  thre e ma jor  American Lutheran churches . CWS and LWR work in p artner ship with  colleague agencies in develop­ing countries and, at  the intern ational level, a re  ac tively involved in the work of the World Council of Churches and the Lutheran World Federat ion respectively.Mr. Chairman, I am in someth ing of a minority among today’s witnesses. I a in not a U.S. government official or a representativ e of U.S. whea t producers. I do try  to monito r developments in the  inte rna tional  food field on behalf  of agencies
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and  indiv idua ls concerned about  hunger . Some of th e individuals who support our  
work, let  it be said,  are themselves government  officials, farm ers , and  indeed 
hung ry people.

My purpose is less  to analyze the  collapse  of the  int ern ational gra ins  negotia­
tions  than to flag for the  Commit tee their  ominous impl icatio ns for world food 
security.  The responsibi lity for the collapse of the  talk s is  dou btless s hared by all  
par tic ipants , as is the  responsibi lity for get ting  them moving again. There  is 
lit tle  value in try ing  to pin the  blame for the  impasse on the European  Commu­
nity, the  developing countrie s or, for th at  matter , the  U.S. Suffice it to say. as 
did Maurice Williams, Execu tive Dire ctor  of the  United  Nations World Food 
Council to the  U.N. General Assembly’s Committee  on the  Whole of March 19, 
th at  “governments have so f ar  failed  to meet their  responsibi lities  in  the  a rea  of 
world food secu rity .’’ The seriousness atta che d by the World Food Council to the  
breakdown of the ta lks and the  urgency it voices for the ir resumption deserve 
to be heeded by policymakers here  and in other countries.

The World  Food Council sec ret ari at,  in documents prepared  for  upcoming 
Council meetings this  summer an d fall, provides a very helpful definition  of world 
food sec urity in  it s various aspects.

“World  Food Security is not a uniformly understood  concept. It  is used with 
a var iety  of meanings. In a broad  sense, it  means  food secu rity at  the  village  or 
fami ly level among the  poorest people, so th at  the ir food consumption can at  
lea st be m aintained at  c urren t levels, and progressively  improved over time. Any 
disturbance in prices  or supplies—whe ther  caused by foreign even ts or decisions  
they will never hear abou t or by factors  affecting their  local conditions—can 
bring them to the  point  of starvat ion, irreversible physical damage and deep 
suffering. In thi s broad sense, food securi ty is a function of al l the  fa cto rs affect­
ing the main tenance and improvement of per  cap ita food consumption, particu­
lar ly in the poor count ries, including food production, income generation  and dis­
tribution toge ther  with  the  capacity  to earn  foreign  exchange. It  also includes 
the  adequacy of storage, port facili ties, tra nspo rt and food dis tributio n systems 
to meet seasonal and  special emergency food needs.”

Food security has a more limited reference as well.
“In a nar row er more specialized sense, world food s ecur ity means the  s tab ili ty 

of the  intern ational wheat market,  the  most widely traded  food. It  is  understood 
th at  if wheat marke ts could be made more stable,  wheat supplies  would flow 
more easily from surplus to deficit countries  a t rela tive ly pred ictab le and reason­
able prices. This  improvement would reduce the  un cer tainty  in i nte rna tional  food 
marke ts caused by na tura l or man made factors.  Coun tries depending on food 
imports  would be b ett er able to plan the ir own produc tion, inves tments, and the  
foreign exchange they would require to import food. Exp orting countries  could 
plan accordingly. Nowadays, even in thi s sense, food secu rity  is a concept th at  
applies essential ly to the developing countr ies, because most industr ialized  coun­
trie s, with  the  except ion of Jap an, have become e ither broad ly self-sufficient or 
exporte rs of wheat. Those developed coun tries  th at  do import whea t devote a 
very smal l proportion of the ir foreig n earn ings  to it and, there fore , are  not seri ­
ously affected by sudden p rice rise s.”

Clearly , the  success ful conclusion of the  aborted tal ks  would have important 
direct  benefits in the  are a of food security,  partic ula rly  in it s more narrow defi­
nition . Such may be said  of an effective Wheat Tra de Convention qui te ap ar t 
from the obvious uti lity  to developing countries  of a new Food Aid Convention 
as well.

Even those concerned about world  hunger and disappointed at  the  collapse of 
the negotia tions do not now counsel a wheat agreement  at  any price. While we 
place more urgency tha n do several oth er witnesses here  today on t he  successfu l 
conclusion of a new Agreement, we do not ask that  the U.S. ag ree to an arrange­
ment which penal izes U.S. producers in the  pr ices received for the ir commodi ties 
or which for other reasons lias litt le chance of accompl ishing its  objectives. An 
agreement would serve  ne ither U.S. nor  broader interests if prices were set too 
low to be fa ir  to U.S. producers , nor  would it prove durable if defended by 
coordinated  nat ional stocks  too modest in size to moderate  expectable shi fts  in 
world wheat prices. With  these  background concerns and  considera tions in mind, 
I would like to make fou r reco mmendations:

(1 )  TH A T TH E IN TERN A TIO NA L W H EA T AGR EE MEN T TA LK S BE REVIVED AS  SOO N AS 
PO SS IB LE  AN D BR OU GH T TO A PR OM PT  AN D SU CCESS FU L CO NC LU SI ON

Despite serious  differences among p art icipants  on stock size a nd trig ger  prices, 
food-exporting and  food-importing countrie s alik e have  much to gain  in the  long



te rm  from  tli e st ead ie r pr ices  whic h an  ef fecti ve  ag re em en t wo uld  pr ov ide.  I f  a co mp romi se  is  no t wo rked  ou t duri ng th e  re la ti ve ca lm  be tw ee n se riou s foo d sh or ta ge s,  pr es su re s fo r a pr ice cart e l am on g m aj or w he at -e xp or ting  nat io ns will  incr ea se , w ith  om inou s im pl ic at io ns  fo r wor ld  food se cu ri ty . ( I t is, ho wev er,  re as su ri ng to  h ear pr od uc er  re pre se n ta ti ves op po sin g a w he at  ca rt e l a rr an g e­men t.)  W ith  addit io nal  fle xibi lit y an d po li ti ca l wi ll on al l sid es , th e re su med  ta lk s might  we ll prod uc e are as of  co nv erge nc e on th e outs ta nd in g is su es  whe re  prev io us ly  d iverge nc es  ha d pr ed om inat ed .
At th e same tim e,  let  me ex pr es s se riou s co nc ern ab ou t th e simple ex te ns io n of  th e curr en t Agree men t fo r tw o addit io nal  ye ar s.  In  hi s U.N. re m ar ks , Mr.  W il­liam s de sc rib ed  an  ex tens ion of  “m er e volu nt ar y co ns ul ta tion  pr oc ed ure s”  as  “a  ba ck ing aw ay ” by mem be r go ve rn m en ts  of  th e In te rn ati onal W he at  Co un cil  “f ro m th e ir  re sp on sibi li ties  fo r bu ild in g a be tt e r sy stem  of  wor ld  foo d se cu ri ty .” as "a n ir re sp on sibl e po stpo ne m en t” of  ac tio n.  In st ea d,  th e Food  Co uncil  is pr o­po sing  th a t go ve rn m en ts  re tu rn  to  neg ot ia tion s no la te r th an  th is  fa ll  in  th e in te re st  of  fina liz ing a new Agr ee men t by Ju ly  1, 1980. Given th e  cl ea r dan ge r th a t th e prop os ed  tw o- ye ar  ex tens ion ma y sa p in te re st  in re so lv ing ex is ting  d if ­fe renc es , it  wo uld  be he lp fu l fo r th is  Com m itt ee  to  ex pr es s it s in te re st  in ha vi ng  a  new W he at  T ra de Con ve nt ion to  ra ti fy  by nex t summer , ra th e r th an  sim ply pre par in g it se lf  to  ex te nd  th e cu rr en t ar ra ngem ent fo r ano th er tw o ye ar s.

(2 ) TH AT  TH E RECENT PLEDGES TOWARD A NEW FOOD AID CONVENTIO N BE FORMALIZED
AND MADE BIN DIN G IN  TH E VERY NEAR FUT URE

Th e 1971 Fo od  Aid  Co nv en tio n (F AC) in co rp or at ed  pledges to ta ll in g  4 .23 mint an nu al ly , in cl ud in g 1.89 min t from  th e U ni ted S ta te s.  In th e la te st  ro un d of  ta lk s go ve rn m en ts  ha d te nta tivel y  pledged ab ou t 7.5 mi nt an nual ly  under  a ne w FAC, w ith  th e U.S . ple dg e a t 4.47 mm t. A dd iti on al  ple dges,  som e from  ne w dono rs,  mig ht  th en  ra is e  th e to ta l clos er  to th e te n mi llion  ton  ta rg et ag re ed  upon  a t th e W or ld  Fo od  Co nferen ce  as  a re as on ab le  annual fig ure in view of  th e ne ed s of th e  p oo re st  d ev elo ping  cou nt ries .
I w as  plea se d th a t sin ce  th e co lla ps e of  th e  ta lk s,  th e U.S ., ra th e r th an  ho ld ­in g ou t fo r re so lu tion  of th e W he at  T ra de  Co nven tio n iss ue s, has  re it era te d  it s in te ntion  to  ab ide by it s ne w 4.47 mm t FA C ple dge an d is pr es sing  o th er co un ­tr ie s to  ho no r th e ir  own  hig her  co mmitm en ts . Sw eden has a lr ea dy rea ffi rm ed  it s hig her  ple dge. Norway  an d A ust ri a ha ve  mad e FA C pled ge s fo r th e  fi rs t tim e, w ith A ust ri a re it e ra ting  it s ple dg e ev en  in th e ab senc e of  a new  W he at  T ra de Co nv en tio n. We  ur ge  th a t th e  new and hi gh er  FAC fig ures  be fo rm al iz ed  at  th e in te rn ati onal level an d ra ti fi ed  by  th e Sen at e a t th e earl ie st  po ss ible mo me nt.  H av in g mad e so mu ch pr og re ss  on an  ex pa nd ed  an d more m ea ni ng fu l Food Aid Con ve nt ion,  it  wo uld  be a m aj or se tb ac k to re ver t to  th e ea rl ie r an d mo re  in ad e­qu ate 1971 Co nven tio n.
In  su pp or t of  th e hig he r U.S. pled ge  to th e Foo d Aid Co nv en tio n, legi sl at io n to  cre ate  a comm od ity  re se rv e to  bac ks to p th e U.S.  PL 480 pr ogra m  ne ed s enact­men t. A m ea su re  to es ta bli sh  an  In te rn a ti ona l Em erge nc y W he at  Re se rve,  in tr o ­du ced by th e la te  Sen at or H uber t H um ph re y an d Sen at or H en ry  BeH mon , pa ssed  th e Sen at e in  1977 bu t fa il ed  to he ad op te d in co nfer en ce  w ith  th e Ho use. A sim i­la r m ea su re  fa ile d of  e nac tm en t la s t ye ar . Thi s ye ar , a Fo od  Se cu ri ty  Act of  1979 is be ing co ns idered  in th e  Hou se  which  wo uld  es ta bli sh  a PL  480 re se rv e of  up  to 4 m m t of  go ve rnmen t-h eld co mmod iti es . Pro m pt  pa ss ag e of  th is  mea su re  on th e  Sen at e side, which  re ce nt ly  ap pr ov ed  fu nds fo r such  a re se rv e in it s final bu dg et  re so lu tio n fo r FY  79. wou ld  fa c il it a te  it s cr ea tion in th e cu rr en t fisc al ye ar , w ith pu rc ha se s st re ngth en in g th e m ar ket  in  th e comi ng  m on ths.

(3 ) TH AT  TH E ISSU ES  OF “ SPECIA L MEASU RES FOR THE DEVELOPING COUNT RIES”  BE
SYMP AT HE TIC AL LY  ADDRESSED

T hi s w as  a po in t of  co nt in uin g co nten tio n duri ng  th e re ce nt  ta lk s.  De ve lop­in g co un tr ie s fe lt  th a t add it io nal de ve lopm en t as si st an ce  wo uld  be needed  in  o rd er  fo r them  to ful fil l th e ir  ex pa nd ed  stoc kh oldi ng  an d m an ag em en t re sp on si ­bi li ties . T hei r sh ar e of  an  ov er al l wor ld  re se rv e sto ck  to ta l of  20-39  mmt wo uld  be  ab ou t 5- 7 mm t. To  co nst ru ct  st ora ge fo r 5 mmt wo uld  cost,  ac co rd ing to  ro ug h W or ld  Ran k es tim at es , ab out $1 b il li on; th e gr ai n it se lf  wou ld  ru n ab ou t $750 mi llion . W hi le  w ill ing to  ac ce pt  mor e re sp on sibi li ties  under  th e ne w Agree men t, de ve loping  co un tr ie s fe lt  th a t add it io nal ou ts id e he lp  wo uld be needed  fo r th em  to  do  so. De ve lop ed  co un tr ie s,  on th e  oth er  ha nd , re si st ed  th e ap pr oa ch  to  th e
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IW A as  an  ai d m ec ha ni sm  ra th e r th an  a co mm ercial  arr an gem en t.  C lear ly  th er e 
is an  el em en t of  t ru th  in bo th po sit ions .

I t is  in di sp uta bl e th a t U.S . food aid  an d de ve lopm en t as si st ance could  do  mo re  
to  he lp  po or er  co un tr ie s in th is  re gar d. An am en dm en t which  has pa ss ed  th e 
Hou se  an d is  pe nd in g be fo re  th e Sen at e A gri cu ltur e Com mitt ee  as Se cti on  8 of 
S. 1)62, in trod uc ed  by Sen at or s Mc Go vern, Dole, an d Melc her, wo uld giv e AID  
an d USDA new an d g re a te r en co ur ag em en t to  us e U.S.  b il a te ra l an d m ult il a te ra l 
foo d ai d an d de ve lopm en t as si st an ce  to  en ha nc e foo d se cu ri ty  in  de ve lop ing 
co un tr ie s.  W hi le  th e re  ha ve  been no s ta tu to ry  pro hib it io ns again st  us in g such  
a id  fo r “e nc ou ra gi ng  do mes tic  pr od uc tio n,  bu ildi ng  nat io nal  food re se rv es , ex ­
pan di ng  av ai la bl e st ora ge fa cil it ie s (a nd ) re du ci ng  post -h ar ve st  foo d losses ,” th e 
pr op os ed  am en dm en t wo uld  st ep  up  U.S. ef fo rt s in th es e di re ct io ns . Th e Com­
m it te e could  he lp fu lly as so ci at e it se lf  w ith  th e prop os ed  am en dm en t an d ag re e 
to it  in co nf er en ce  w ith  th e Hou se  on th e  econom ic aid  bi ll if  th e  occasio n pre ­
se nt s its el f.

I re g re t th a t th e Com m itt ee  in it s m ar k- up  of th e eco nomic ai d au th ori zati on  
bi ll la st  we ek foun d it  ne ce ss ar y to m ak e su bst an ti a l re du ct io ns  in th e Adm in­
is tr a ti on 's  re qu es t leve ls  fo r b il a te ra l ai d.  It  is  my co nv ict ion th a t in cr ea se d U.S.  
fu ndi ng  fo r en ha nc in g th e foo d se cu ri ty  of  de ve loping  co un tr ie s alon g th e lin es  
of  th e prop osed  am en dm en t wou ld m er it  a de gree  of  su pp or t th a t som e o th er  
cu rr en t ai d ef fo rt s may  no t. Th e Com m itt ee  could  al so  be su pp or tiv e of  th e work 
in  th is  ar ea  of  in te rn a ti ona l ag en cies  su ch  as  th e UN  Food  an d A gr ic ul tu re  
O rg an iz at io n (p art ic u la rl y  it s Foo d Sec uri ty  A ss is ta nc e Sch eme, to  wh ich  th e 
U.S.  do es  no t cu rr en tl y  con tr ib u te ),  th e UN Dev elo pm en t Pro gr am , an d th e 
W or ld  Ban k.  W hi le  th e re al lo ca tion  of  ex is ting  re so ur ce s in th e foo d se cu ri ty  
di re ct io n wi ll be he lp fu l, th ere  may  u lt im ate ly  be  no a lt e rn ati ve  to su bst an ti a l 
in cr ea se s in ai d  l ev els to  ad va nc e th es e ob ject ives .

(4 ) TH AT  TH E FAO 'S RECEN TLY ANNOUNCED FOOD SECU RITY  IN ITIATIVE  RECEIVE ACTIVE 
U.S.  SUPPORT

The  FAO in it ia ti ve  se ek s to spe ed im ple m en ta tion  of  th e In te rn a ti ona l U nd er ­
ta k in g  on W or ld  Fo od  Sec ur ity.  A lre ad y ag re ed  to in  pr in ci pl e by 74 g ov er nm en ts  
and th e Eur op ea n Com mun ity , th e U nde rt ak in g pledges go ve rn m en ts  to bu ild  
national  re se rv e stoc ks  an d to use them  to he lp  mee t wo rld  food needs. Th e 
U nd er ta kin g is br oa dl y co mpa tib le  w ith  th e m ar ket  st ab il iz at io n ob je ct iv es  of 
th e  In te rn ati onal W he at  Agree men t, al th ou gh  le ss  pre sc riptive an d lega lly  bi nd ­
in g w ith  re sp ec t to it s ri gh ts , ob lig at ions , an d ope ra tional  grou nd  ru le s.  Ma ny 
of th e U nder ta kin g 's  p re se nt sign at or ie s ha ve  y et  to se t or  im plem en t th e ir  a gr ee d 
up on  nati onal sto ck  ta rg ets .

The  la te st  FA D in it ia ti ve, an no un ce d th is  sp ring  by D irec to r-G en er al  Edou ar d 
Sa ou ma.  invo lves  pr es si ng al l go ve rn m en ts  to  ad op t th e nat io na l re se rv e sto ck  
po lic ies an d ta rg e ts  specified  in th e  U nde rtak in g an d to  ag re e upon gen er al  
c ri te ri a  fo r th e re le as e of  su ch  sto cks. It  al so  incl ud es  sp ec ia l m ea su re s to ass is t 
low -in come  food de fic it co untr ie s to  me et th eir  foo d needs. In it ia l re ac tion  from  
th e  U.S.  ha s bee n su pp or tiv e.  W hi le  th e FA D in it ia ti ve  re quir es  no part ic u la r 
Sen at e ac tio n a t th is  tim e,  it  is  he lp fu l fo r th e  Com m itt ee  to  be aw are  th a t it  is  
und er w ay  a nd  th a t it s  o bj ec tive s de se rv e su pp or t.

L et  me  co nc lude  by st a ti ng  th a t th e  In te rn a ti ona l W he at  Agree men t is mo re  
th an  a co mmercial  ar ra ngem ent am on g tr ad in g  part ners . It  is  a mea su re  w ith  
fa r- re ach in g  im pl ic at io ns  fo r wor ld  food se cu ri ty . The re fo re , whi le if  may  be 
ne ce ss ar y in  th e a ft e rm ath  of  th e  co lla ps e of th e ta lk s to  ex tend  the cu rr en t 
Agr ee men t fo r a sh ort  pe rio d,  it  wo uld be un fo rt una te  no t to  pr es s fo rw ar d to 
th e  succ es sfu l ne go tiat io n of  a new Agree men t an d ne w Co nv en tio ns . In  th e 
m ea nt im e,  th er e is mu ch  th a t on go ing U.S. food ai d an d de ve lopm en t pr og ra m s 
an d th e  FA D wor ld  foo d se cu ri ty  in it ia ti ve  ma y do in th e in te re st  of  im prov ed  
food  se cu ri ty  in de ve loping  co untr ie s.  Th e Uni ted S ta te s,  as  th e lead in g tr a d e r 
in w hea t an d pr ov id er  of  food aid.  has a un iq ue  contr ib ution—a nd  a spec ia l re ­
sp on si bi li ty —in  th es e cri ti cal m att ers .

P repared Statement of Mich ael L. H all, President, Great P lai ns  W hea t, I nc.
Mr. C ha irm an  an d Com m itt ee  Mem bers,  th e B oa rd  of  D irec to rs  of  our or ga ­

niz at io n is  pl ea se d fo r me  to  ha ve  th is  opp or tu ni ty  to  di sc us s th e  var io us  issu es  
su rr oundin g  th e A dm in is tr a ti on 's  re ques t fo r a m ult i- yea r ex te ns io n of  t he In te r-
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national Wheat Agreement of 1971 (IWA). In addition, the Board of Directors 
strongly endorses a multi-year extension for many reasons, and urges this Com­
mittee to recommend a multi-year extension of the IWA of 1971.

Great Plains Wheat, Inc. (GPW) is a nonprofit association of U.S. wheat 
farmers, organized through respective state wheat commissions in Colorado, Kan­
sas, Minnesota, Nebraska, North Dakota, Oklahoma, South Dakota, Texas and 
Wyoming. The basic objective of our organization is to develop, maintain and 
expand overseas markets for U.S. wheat exports. In this regard, GPW has for 
over two decades carried  out a foreign market development program for all 
classes of U.S. wheat in both East and West European markets, in the Middle 
East, in Africa, and in Central and South America. Our foreign promotional and 
marketing program is based on an ongoing, broad-based approach of market in­
telligence, trad e servicing, technical and market ing assistance, and nutri tiona l 
and related activities.

All of these programs and activities are carried  out by GPW on behalf of U.S. 
wheat farmers  under the auspices and approval of a twenty (20) member Board 
of Directors, all of whom are actual wheat farmers from the various member 
states. Consequently, our organization has been and continues to be extremely 
interested and concerned about the negotiations for any international wheat 
and /or grains agreement. This concern is rooted in the fact that  any international 
commodity arrangement for wheat will estab lish in large measure the parameters 
of interna tional rules for the conduct of international wheat trading. Moreover, 
such an interna tional agreement can well influence the international atmosphere 
under which world wheat production and t rade take place. Given our fundamental  
goal of the expansion of world wheat trad e on the basis of freer, fair  and effec­
tive competition, we then are extremely interested in obtaining a workable inter­
national agreement for wheat tha t enhances this basis and permits a realistic  
and rewarding program of foreign market development for  U.S. wheat farmers.

Before discussing the  extension of the IWA of 1971, I believe i t is necessary 
to cite a few statis tics to demonstrate  the importance of expanded U.S. wheat 
trade not only to U.S. wheat farmers but also to the overall U.S. economy. Twenty 
(20) years ago, the United States exported about 400 million bushels (10.9 mil­
lion tons) of wheat. In the current 1978/79 season, over one billion bushels (30 
million tons) of U.S. wheat will be exported, a performance tha t has been achieved 
in five of the last  seven marketing seasons. In 1978, U.S. agricultural exports were 
valued at US$27.3 billion, and U.S. wheat accounted for about US$4.1 billion, 
or about 15 percent of the total value for farm exports. The export market is not 
only the  most significant factor in determining the annual income to U.S. wheat 
farmers, but it is also extremely important to the U.S. balance of trade  and 
overall economy because of the export earnings from U.S. wheat exports.

Although the overall quantity of U.S. wheat exports tends to continue to in­
crease, the U.S. percentage share of increasing world wheat trade is declining.
I need not go into great deta il about the depressed wheat prices in the U.S. wheat 
states,  ca lculated by the U.S. Department of Agriculture to  be a national average 
of around US$3.00 per bushel (or about US$110.25 per ton) at  the fa rm gate for 
the first three months of 1979. Nor must I describe in great detail the depressed 
value of the U.S. dollar in world money markets because of susta ined deficits in 
the U.S. trade balance, a deficit tha t would be even grea ter if it were not for  the  
sustained  volume exports of U.S. wheat and agricultural products. We are all 
acutely aware of these factors and circumstances.

To continue to develop and expand foreign markets for U.S. wheat exports is 
not only vital in obtaining a healthy  U.S. wheat economy; it is also crucial  to 
the overall U.S. economy. And in this regard, the two-year extension of the IWA 
of 1971 will facili tate the foreign market development effort for U.S. wheat 
farmers without the artificial encumbrance of either implied market sharing, 
price constrain ts, other non-competitive obligations or other potential restr ictions 
on the expansion of U.S. wheat trade. An extended IWA of 1971 would also 
complement and augment this country’s commitment to its National Export 
Policy with respect to working toward greater export opportunities for U.S. 
wheat.

I.  THE INT ERNA TIO NA L WHE AT  AGRE EMENT OF 19 71

The IWA of 1971 was negotiated in early 1971 to replace the inoperative inter ­
national Grains Arrangement of 19(57 (IGA), the latte r of which was unworkable 
because of rigidities  of pricing provisions for world wheat trade that  ignored the 
function of price in an ever changing supply/demand situation. The IWA was 
negotiated for a duration of three years, and was extended on an annual basis



on three occasions and again in the Spring  of 1977 for  two years. Unless the IWA 
is extended again,  and hopefully for a mult i-year i>eriod, it will exp ire on J uly  1, 
1979. Your supp ort for  the  IWA extension will allow for the continuation of the 
two component par ts of this agreement.

A. The Wheat Trade Conven tion
This  Convention is consulta tive in nature , providing an intern ational forum 

for  scheduled cooperation, discussion and review of all aspects of world wheat 
production and  trad e. In addit ion, thi s Convention provides for a fram ework 
in which member-countries can also review and exam ine the  needs for the opera ­
tion  of var ious nat ional regimes and i>olicies governing either the imp orta tion  
or exporta tion  of whea t. Under  the provisions of this Convention, the re are 
reg ula r month ly meetings of a broad-based membership of both importing and 
exporting countries , the  purpose of which is to keep under constan t review 
world wheat production and trade  prospects and other salie nt developments, for 
comprehensive  ana lysis with  a view toward timely public repo rts to all wheat 
tra ding  countr ies.

B. The Food Aid  Convention
This  Convention cur ren tly  provides for a minimum of abou t 155 million 

bushe ls (or 4.2 million tons) of food aid donations by developed member coun­
tri es  to developing countries . The Food Aid Committee  under thi s Convention is 
primarily  responsible for the  order ly opera tion and ann ual  implementation  of 
donors’ obligations  to meet the ir food aid commitment each year.  It  meets on a 
regularly scheduled basis  to discharge its respo nsib ility  in addi tion to the  semi­
annual meetings, all  of  which are thoroughly reported to member countr ies.

C. The Inte rna tion al Wheat Council
The Council, a long establish ed organiza tion of rep resentativ es from wheat 

tra din g countrie s under all past wheat agreements, meets semiannu ally for an 
overview of the  operations and  concerns of the  committees of both the Whea t 
Tra de and Food Aid Conventions. In addi tion to issuing comprehensive reviews 
of the  world wheat situatio n, the  Council is the  forum in which major decisions  
are made about discharg ing the  obligations and responsib ilitie s inherent in all 
provisions of the IWA of 1971. Well attended meetings of represen tatives from 
importing and exporting coun tries—developing as well as developed; planned 
economies as well as marke t economies—every  Jun e and November have demon­
str ate d that, the re is no lack of opportuni ty for any member country  or group 
of countries to raise , explo re and propose ideas, concepts and concerns for im­
proving and expanding world wheat trade. In addition, represe ntat ives  from 
oth er intern ational fora  concerned with  world food production and dis tributio n 
regula rly  att end and actively par tic ipa te as observers in the  work and  proceed­
ings of the  meeting of the  Council.

D. The Council Secre taria t

The Secre tar iat is the  adm inistrative staff  of the  Council, respons ible for the  
planning , coordina tion and  implementa tion of the  act ivi ties and decisions of 
all competent entiti es establish ed by the  IWA. Under the competent leadersh ip 
of the  Executive  Secretary , the  Sec reta riat  has demonst rated a recorded per­
formance of sound execu tive and  staff  assistance to the  Council with  respect 
to its  obliga tions und er the two IWA Conventions. Because  of the IWA Secre­
ta ria t, the  work of the entiti es of the two conventions and the  Council have 
achieved an acceptable level of internatio nal  cooperation on ma tters of world 
wheat  produc tion and tra de  so important  to the mutual intere st and  concerns  of 
either exporting  count ries, importing countries, or both. Nevertheless, the work 
of the  Secre tar iat should be limi ted to the ana lysi s of and reporting on wheat 
production  and trade  m at te rs ; it should not be al lowed to expan d its  staff func ­
tions  to include other sectors of the  prote in and livestock complexes supply be­
cause of the ir temporary impact on world wheat price  development. And in thi s 
regard, the mandate  from the U.S. Delegate at  IWC Council meetings should be 
for the  IWC Council and Secre tar iat  to maintain  a focus prim arily on world 
wheat production and tra de  affa irs, and only broadening its  ana lysis and re­
port ing on those sal ien t developments in eith er the coarse gra ins  and prote in 
complex th at  have a fundam ental and  immediate impact on the  whea t complex.
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W ith  re sp ec t to th e de ba te  ab ou t exte ndi ng  th e IW A on a m ul ti -y ea r ba sis, a 
few  spo kesm en from  th e U.S . a g ri cu lt u ra l co mm un ity  m ay  ar gue th a t a more com ­
pr eh en sive  in te rn ati onal ag re em en t fo r w he at  or  gra in  is  re qu ired . The y un­
do ub tedly may  ar gu e th a t such an  in te rn ati onal ap pr oa ch  could  he th e av en ue  
on which  U.S.  w he at  fa rm er s could  tr avel to  hi gh er  pr ices—pr ic es  ob ta in ed  by 
ano th er in te rn ati onal ef fo rt to es ta bli sh  w hea t ex port  pr ic es  e it her by go ve rn ­
men t fi at  or  sim ply by in te rn ati onal co op er at io n in nat io na l w he at  stoc ks  m an ­
ag em en t. Th e fo rm er  ap pr oa ch  has been tr ie d  an d proved  to he a fa ilure . A ca se  
in po in t is th e  IG A of  1967. F or var io us re as on s bey ond th e co ntr ols  of  go ve rn ­
men ts . th e la tt e r was  re ce nt ly  ad va nc ed  an d prov ed  to  be inca pa ble of  su cc es sful  
ne go tia tio ns . And som e ot he r in div id ual s may  ar gu e fo r a mo re  lim ite d fo rm  o f  
in te rn ati onal par ti c ip ati on  in  a pr ic e fix ing arr an gem en t by a few  w hea t ex ­
po rt in g co un tr ie s to  ob ta in  a  h ig her w hea t pr ice de si re d by pr od uc er s in al l 
co un tr ie s.  1 wo uld  lik e to  di sc us s bri efl y th e th re e a lt e rn ati ve  ap pr oa ch es  to th e  
co ntinu at io n of th e IW A of 1971.

I I . FI XE D PR IC IN G  ACCORD FOR  W H EA T EX PORT

A t th e re ce nt ly  ad jo urn ed  UN CT AD  Con fe re nc e to  neg ot ia te  a su cc es so r ag re e­
ment. to  til e IW A of  1971, it  w as  th e un an im ou s po si tio n of th e  U.S., C an ad ia n,  
A ust ra li an  and Arg en tin e de le ga te s th a t fix ed  min im um  an d max im um  pr ic in g 
pr ov is ions  fo r w hea t ex po rt s were un w or ka bl e an d shou ld  no t be purs ue d in su b­
se qu en t in te rn ati onal comm od ity  ag re em en ts  fo r whe at . Deleg at es  from  th es e 
m aj or ex po rt in g co un tr ie s no ted th a t th is  ef fo rt  had  fa iled  fo r ma ny  re as on s a t 
th e ou ts et  of th e IGA  of  1967, an d co nt in ue s to prove ex ce ed ingly dif fic ul t w ith  
o th er co mmod ities  freq ue nt ly  tr aded  in th e  in te rn ati onal m ar ke tp la ce . Mo reo ver, 
th ey  ha ve  pu bl ic ly  an d pri vat el y no ted  th a t th e d is si m il ari ti es be tw ee n th e pro­
du ct io n an d m ar ke ting  sy stem s of  th e U ni te d S ta te s an d A rg en tina  on th e one 
ha nd , an d thos e of  Can ad a an d A ust ra li a  on th e ot he r,  ra is e  se riou s qu es tio ns  
an d re se rv at io ns ab out  such  a pri ci ng  ap pr oa ch  a t  th e  in te rn ati onal lev el.  In 
ad di tion , th e  U.S . Sen at e ad op te d a re so lu tion in  1971 in co nj un ct io n w ith  its  
fa vora bl e ad vice  a nd  c on sent  f o r ra ti fy in g  the IWA of  1971 th a t th e In te rn ati onal 
Wheat.  Co uncil  keep un de r const an t re vi ew  th e  qu es tio n of th e re su m pt io n of  
ne go tiat io ns  to includ e pr ic in g pr ov is io ns  i n th e I W A o f 1971. Thi s qu es tion  n ev er  
ap pe ar ed  to  be ca pa bl e of  su cc es sful  ne go tiat io n by th e m aj or mem be r co un tr ie s 
of  th e IWA. Co nseq ue nt ly , th ere  was  nev er  an  ef fo rt ov er  th e la s t ei ght  yea rs  to 
a tt em pt to  ne go tiat e such  an  in tr ac ta b le  issu e.  I f  it  has pr ov en  dif ficult , if  no t 
im possi ble , fo r w he at  ex po rt in g an d im port in g co unt ri es  to  wor k out a re ali st ic  
pr ic ing ap pr oa ch  fo r w he at  a t th e in te rn ati onal level, mos t ob se rv er s be lie ve  it  
wo uld  be eq ua lly as  dif ficult  to  ac hi ev e such  success on a ra th e r lim ited  ba si s in­
vo lving on ly th e m aj or  w he at  e xp or ting  c ou nt ri es .

A. The  in ab il ity to ac hi ev e im m ed ia te  and co nc re te  ag re em en t fo r anoth er  in ­
te rn ati onal comm odity  ag re em en t fo r w he at , co rn  or  bo th  has  gen er at ed  fr u s tr a ­
tio n, an xi et y an d unce rt ai n ty  am on g var io us co un tr ie s.  T his  i n tu rn  se rv ed  to iso ­
la te  th e w he at  ex po rt in g co un tr ie s th a t re fu se  to ac ce pt  a sche du le  of  fixed min i­
mum an d max im um  f.o.h.  pr ic es  fo r w he at . D ur in g th is  pe rio d of  appare n t 
so lida ri ty  am on g th e w he at  ex po rt in g co un tr ie s,  th e  U.S. became  fu rt h e r isol at ed  
be ca use of  it s  re la tive ly  fr ee  an d op en  w hea t an d gra in  m ar ket in g  sy ste m. In  
or der  to  ta ke ad van ta ge  of the pr om inen ce  of th e U.S.  w hea t pr od uc tio n an d 
m ar ke ting syste m, som e spok esmen  fo r o th er w he at  ex port in g an d co m pe ti to r 
co un tr ie s ha ve  an d are  ur gi ng  th e U ni ted S ta te s to  in cr ea se  th e w hea t loa n ra te  
fo r th e ir  se lf -int er es t. In  effect , th e U ni te d S ta te s wo uld  sim ply es ta bl is h a fixed 
min im um  in te rn ati onal w hea t e xport  p ric e— fo r th e dir ec t i ncom e bene fit  o f w hea t 
pr od uc er s in  ot her  co un tr ie s—to  th e  ch ag rin of  wor ld  w hea t im po rt in g co un tr ie s 
an d po ss ibly  lost  w he at  ex por t sa le s an d m ar ket s to  U.S.  w heat fa rm er s.  The se  
fr u st ra ti ons,  an xi et ie s an d uncert a in ti es se rv ed  to  gen er at e pr op os al s fo r va riou s 
ex por t ap pr oa ch es  to  pr ic in g mec ha ni sm s, part ic u la rl y  fo r w hea t ex po rt in g 
cart e ls  si m il ar  to, fo r ex am ple,  pe trol eu m  ca rtel s.  I t  shou ld  be re ca lle d th a t 
w he at  is  an  an nu al ly  re ne wab le  co mmod ity  ca pa bl e of  be ing widely  pr od uc ed  
aro und th e wor ld  a t som e ac ce pt ab le  pr ic e level. Pe trol eu m  is an  ex tr acti ve an d 
ex hau st iv e comm odity  in ca pa ble of be ing an nual ly  pr od uc ed  an d av ai la bl e on ly 
from  ver.v lim ite d sources. Mo reover,  th e  co sts fo r st oring a pr od uc tive  comm od­
ity  w ith  a re as on ab le  st ora ge li fe  on ly ad ds  to  th e d is si m il ari ty  w ith  pe tro leum , 
th e st ora ge of  wh ich  is  fr ee  unti l it  is ex tr ac te d. The  econom ies  of  wor ld  pet ro ­
leu m e.r trac t ion an d tr ade  are  not ca pa bl e of  se rv ing as  a mo del fo r wor ld  w hea t 
pr od uc tion  an d tr ad e,  notw ithst andin g  th e fa ci le  ap pe al  of th e  te m po ra ry  pr ic e 
succ es ses of  O PEC.
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B. Any  ag re em en t or under ta k in g  by  a lim ited  nu m be r o f w he at  e xport in g cou n­
tr ie s qu ick ly  as su m es  th e im pl ic it or ex pl ic it  ob lig at io n of  fo re ign m ark et sh a r­
ing . Such an  ob liga tion  on th e p a rt  of  an y part ic ip ati ng  co un try appears  to  be 
in her en t in an y of  th e re ce nt  pr op os al s fo r export er  co op erat ion be tw ee n e it her 
ju s t th e  U ni ted S ta te s and  C an ad a or  th e  fo ur or five m aj or w hea t ex port in g  
co un tr ie s.  W ith re sp ec t to  th e co nc ep t of  sh ar in g  wor ld  w he at  m ar ket s,  it  is im ­
port an t to  no te  th a t co unt ri es  o th er th an  th e Uni ted S ta te s ha ve  no t co nsciou sly  
mad e an y co m m itm en ts  to  e it her pr od uc tion  re s tr a in t or  supp ly  m an ag em en t 
pr og ra ms.  The  fo llo wing tw o ta ble s pr ov id e d a ta  from  th e past  six years  (1 ) 
th a t show  de cl in ing U.S . w hea t pr od uc tion  as  a pe rc en ta ge  of wor ld  pr od uc tion  
an d (2 ) th a t show  de cl in in g U.S . w he at  ex po rt s as  a pe rc en ta ge  of  w or ld  w hea t 
tr ad e.

TABLE I.— WHEAT: WORLD PRODUCTION BY SELECTED COUNTRIES 

[Million  metric tons; July -June basis]

1973-74 1974-75 1975-76 1976-77 1977-78 1978-79

World produc tion ___ _______ _______  371.6 357.2 350.1 415.1 381.9 435.8
United States:

M et  ic ton s..................... ______  46.4 48.5 57.8 58.3 55.4 49.0
Percent................ .............. 12 14 17 14 15 11

EEC:
Metric tons___________ ____  41.4 45.4 38.1 39.4 38.5 48.3
Percent _____________ 11 13 11 9 10 11

Metric ton s_____ - -  - _______  16.2 13.3 17.1 23.6 19.1 21.1
Percent_______________ 4 4 5 6 5 5

Australia:
Metric  to ns______ _______  12.0 11.4 12.0 11.7 9.3 18.5
Percent. _____  . .  ----- 3 3 3 3 2 4

Argent ina:
Metr ic ton s_______ . . . ______  6.6 6.0 8.6 11.0 5.3 8. 0
Percent.......... ................... 2 2 2 3 1 2

Source: USDA/FAS Foreign Agriculture  Circulars: World Grain S ituat ions.

TABLE II .— WHEAT: WORLD TRADE BY SELECTED COUNTRIES 

(M illion  metric tons ; July -June basis]

1973-74 1974-75 1975-76 1976-77 1977-78 1978-79

World trade____ __________ _______  62.6 63.9 66.4 62.8 73.0 72.5
United States:

Metric  tons___________ _______  31.0 28.0 31.5 25.8 31.1 31.0
Perc en t_______  ___ _______  50 44 47 41 43 43

EEC:
Metric tons....................... 5.2 6.9 8.0 5.3 5.5 10.0
Percent______________ 8 11 12 8 8 14

Canada:
Metric tons................... .. _______  11.5 11.2 12.1 12.9 16.0 14.5
Percent______________ _______  18 18 18 21 22 20

Austra lia:
Metric  tons___________ _______  5.4 8.3 7.9 8.5 11.1 10.0
Percent______________ _______  9 13 12 14 15 14

Argent ina:
Meti ic to ns ___________ _______  1.1 2.2 3.2 5.6 2.6 3.0
Perc en t_____________ ________ 2 3 5 9 4 4

Source: USDA/FAS Foreign Ag ricu lture Circula rs: World Grain S ituatio n.

C. The  data  in  th e  pr ec ed in g tw o ta ble s is se lf -e xp la na to ry . I t ra is es  qu es tio ns  
ab ou t th e  advan ta ge to  U.S . w he at  gr ow er s vis -a- vis gr ow er s in o th er  co un tr ie s 
ab ou t e it her im pl ied or  ac tu a l sh ari ng  of  wor ld  w he at  m ark ets  in e it her lim ited  
export er  or  ge nu ine in te rn ati onal ar ra ngem ents  fo r af fe ct in g wor ld  w he at  pr ic es . 
A no th er  se t of  da ta  w ill  au gm en t th e vie w th a t an y ap pr oa ch  by w he at  ex po rt in g 
co un tr ie s to  ar ti fi ci al ly  fix w he at  export  pr ic es  mig ht  we ll al so  fa il.

D. A lth ou gh  th e five  m aj or w hea t ex po rt in g co un tr ie s ac co un t fo r an  over-  
w heln rn g  pe rc en ta ge  of  th e  vo lume of w he at  in wor ld  tr ade, th e ir  ag gr eg at e 
pr od uc tion  is  o nly  ab ou t on e- th ird of  w or ld  w he at  pr od uc tion  an d th eir  ag gr eg at e 
tr ade  is  even  les s sign if ic an t as  a pe rc en ta ge  of wor ld  w hea t pr od uc tio n.

4 S -5 9 8 —  79--------7



TABLE I I I .— WHEAT: WORLD PRODUCTION AND TRADE BY SELECTED COUNTR IES 

[Mill ion metr ic tons ; July-June basis]

5 majo r exporters >

Aggregate trade as a

Year

World
Aggregate

production

Aggregate  
percent 

of world 
production

Aggregate
trade

"p e rc en t of—

World
production World1 tra deProduction Trade

1973 -74_______ 371.6 62. 6 122.6 33 54 .2 15 87
19 74 -75.......... - 357.2 63. 9 125.2 35 56 .6 16 89
1975-76........ .. 350.1 66. 4 133.6 38 62 .7 18 94
1976 -77........ .. 415.1 62. 8 14 4.0 35 58 .1 14 93
197 7- 78 .............. 381.9 73. 0 127.6 33 66.3 17 91
1978-79........ .. 435.  8 72. 5 144.9 33 68.5 16 94

> United States,  EEC, Canada, Australia, and Argentina.

This  da ta reveals the rela tive  inelasticity  of price demand for  wheat. Al­though many wheat and other g rain  factors  affect  the movement of wheat prices, 
there are  many other non-grain or non-agricu ltural fac tors th at  also enter into the development for world whea t prices. Consequently, in normal seasons, the  
volume of wheat expor ts may not he sufficiently significant, par ticu larly to have the desired effect of rais ing prices  through concerted efforts.

II I.  INT ERNATIO NAL COORDINATION OF NATIONAL STOCKS

In a recent leading arti cle  in the  financial section of The 'Washington Post, date d March 5, 1979, an overa ll review and assessm ent of various internatio nal  
commodity agreements for  prim ary  ind ust ria l and agricultura l products was made unde r the title, “U.S. Adds Another Plan To Doubtful Commodity Agree­ments.” According to The Washington Post, this  judgment was simply state d.

“All of the world’s a greem ents intended to stabil ize production and prices of raw  commodities have one thing in common: None of them is working.”
Inte rna tional  commodity agreements eith er in place or being negot iated have  atte mpted  to use a similar  approac h to obtain  stab iliza tion of product ion and prices for commodities such as sugar, copper, tin , rubber , coffee, cocoa and wheat. 

A mechanism of buffer stocks with  reference prices to trigger  the accumulation  and release of stocks, along with  other fea tures such as expo rt quotas and pro­duction and consumption adjustment measures , have not been able to contain the swing in world prices for  tin, copper and  coffee. The United  Sta tes has  not yet ratified the Intern ationa l Sugar  Agreement, which is  contingent upon a higher  U.S. support price for sugar.  The negot iations for an Inte rna tional  Copper Agree­
ment are stil l underway with  li ttl e evidence of any progress of reaching an agree ­ment  between import ing and exporting countries. The negot iating sessions for 
an Inte rna tion al Cocoa Agreement recently  ended in a stalemate , as is also the case for the  effort to reach an Int ern ationa l Rubber Agreement. The two exi sting  commodity agreements, the Intern ationa l Tin Agreement  and the Inte rna tional  Coffee Agreement, are  in complete disarray according to The Washington  Post simply because world  prices for both commodities a re exceeding the upper release trigger price. Consequently, the  tin stocks have been exhausted without contain ­ing world prices and the coffee stocks have not even been acquired  because world prices  have never fal len to the price level a t which coffee stocks should be released 
on the  market , let alone the lower acquisition price. This histo ry of c urr ent in­ternat ion al commodity agreements for cocoa and rubber have raised addi tionally serious questions about this approach  of having  internatio nal  coordination  of nat ional stocks of eith er productive or extrac tive  commodities in order to firm up prices or to moderate  price  movement.

A. The effort to negot iate ano ther  wheat agreem ent on the  principle of int er­nat ional coordination of nat ional stocks has proved to be as unsuccessful as in the case of th e commodities discussed in the above parag raph. Over the course of four years and over six ty (60) weeks of meetings an d/or  nego tiatin g session 
since 1975, the world's tra din g community in wheat was unable  to nego tiate  suc­cessfully the U.S. init iat ive  for such an agreem ent on wheat.  And the United  Sta tes advanced  this  in itia tive in 1975 in response to the declaration of the  World 
Conference on Food Secur ity in Rome, Italy, in 1974 unde r the auspices of the



Food and Agr iculture Organization  o f the United  Nations. The U.S. init iat ive  fo r 
negotiatin g a successor arra ngement  to the 1WA of 1971 called for int ern ational 
commitment to and mutual obligations  for the  development of fa ir  and  balanced 
stock sha ring  among  both importing and  exporting coun tries  in order to insure  
a greate r degree of world  food security.  In addi tion , the  U.S. effor t called for  
another  two- track  approach to complement the  int ern ational coordina tion of a 
nat ional wheat stocks policy.

During periods of depressed prices , member  countri es of such an agreeme nt 
would acquire the ir percenta ge sha re of a 30 mil lion ton (or 1.1 billion bushels) 
world  wheat reserve , with a percentage sha re of abou t five (5) million ton (or  
184 million bushels) would have been assigned to the  United States. In addition , 
producing countries would have been required to und ertake  coord inated and  
balanced  production reduction programs and consuming coun tries  to implement 
import programs  to encourage gre ate r consumption. Dur ing periods of  sharp r ises  
in world whe at prices, member countries would have released in a coordinated 
fash ion their  reserve share  on to the  market.  In addition , producing countries 
would have been re qui red  to  engage in coordinated programs to  encourage produc­
tion and  consuming countries to modera te increased  consumption. Such an ap­
proach would have  served to provide some firming influence to low prices and  
some moderating effect on exceedingly sharp  rises in world  whe at prices.

This  U.S. ini tia tiv e was  supp orted by U.S. whe at producers as a cred itab le 
mechanism provided that  the  p rice levels for  these stocking, production and  con­
sumption adjus tment s were establish ed on th e b asis  of indicative price points and 
at  levels cons isten t with  a fa ir  re turn  to not  only U.S. producers, bu t also  effi­
cient p roducers in other member countr ies.

B. After almo st sixty weeks of various meetings and  negotia ting  conferences 
over several years, the  resum ed UNCTAD Wheat Conference in 1979 in  Geneva, 
Switzerland, made  li ttl e if any progress in brea king  the impasse of variou s issues 
between  exporting countries and between  exporting and  importing countries.  
According to var ious reports , the  UNCTAD Cha irman of the  Conference listed 
six basic  issues  on which the re was lit tle  prog ress  and  called for an adjou rn­
ment of the Conference in ear ly 1979 :

1. The level of ind icat ive prices for the  acqu isiti on and  release of wheat 
sto cks;

2. The size of the  int ern ati onal wheat  rese rve, and  respec tive percentage sh ares 
of member  c ou ntrie s;

3. Dis ruptive  marke t conditions caused by wheat  export subsidies by some 
co un tri es ;

4. Special cons idera tions  for developing c ou nt rie s;
5. Relie f from stocking obligation s in case of production  sho rtfa lls and
6. Annual adjustment of prices vis-a-vis inflation and  rising costs of wheat  

product ion.
At th at  time, Sec reta ry of A gricultu re Berg land  s tat ed  tha t, “The U.S. has  held 

firm to a total stock of 25-30 million met ric tons, with  the U.S. ca rry ing  five mil­
lion tons of wheat.” Moreover, Sec reta ry Bergland sa id :

“But the re are  cer tain issues  on which we can move no furth er.  One of those 
issues  is t he  range of prices for  acq uisit ion and release of reserve  stocks.”

C. It  is app are nt at  thi s time th at  officials from oth er cou ntri es did not  sha re 
Sec reta ry Berglan d’s views, and  pressed the  United Sta tes  to accept both a 
lower  volume of whe at stocks and  lower ind icative  prices for  stocking actions. 
The oth er fou r points were not seriously addressed at  the recent UNCTAD Con­
ference to nego tiate  a successor  wheat or gra ins  agreement . This impasse in the  
discussions occurred over the  ina bil ity  to negotia te a gra ins  arra nge ment along 
the lines  of int ern ational comm itmen t to a meaningful nat ion al stocks  program. 
This fundam enta l difficulty with other cu rre nt negotia ting  effor ts for other 
commodities has and will cont inue  to raise serious quest ions about the  viab ility  
of ret urn ing  to the negotiations for  an intern ational grains arrange ment. More­
over, it reinforces the  views and opinions of government and  indust ry officials of  
many countries tha t the  consulta tive,  inform atio nal  exchange-type commodity 
agre ements such as the  Int ern ati onal Wheat Agreement of 1971 is the only work ­
able approach for intern ational cooperatio n in the  production  and  tra de  of such 
primary commodities as whea t.

IV.  SUBSEQUENT INT ERNA TIO NA L EFFO RTS ON COOPERATIVE WHE AT  EXPORT POL ICY

With  respect to the  inabili ty of oth er exporting and  imp orting countries to 
examine seriously a collective and int ern ati onal approach to a more responsive



w hea t pr od uc tion , stoc king  an d ex por ting pol icy  in th e re ce nt  UN CT AD  Con fe r­ence,  se ve ra l co nc erns  mu st he ra is ed  ab ou t th e in te ntions  of som e co un tr ie s.A. The  Eu ro pe an  Com mon  M ar ke t w hea t ex port  su bs idy pa ym en ts  to  lion- tr ad it io nal m ar ket s fo r Eur op ea n w he at  could  we ll ha ve  been th e is su e on wh ich  th e UN CT AI) Co nferen ce  re ac he d a de ad lock . Th e Com mon M ar ke t w he at  ex ­po rt  su bs id ie s brok e th e in te rn ati onal w he at  pr ice by US $10.00  to  US $15.00 pe r ton  (U S $0.25 to  US $0.40 per  bu sh el ) duri ng th e  pe rio d in  wh ich  th e UN CT AI) Con ferenc e w as  in ses sio n. In  man y wa ys , it  was  bo th  pa ra do xi ca l an d loomed th re ate n in g  to  th e succ es s of  re ac hi ng  ano th er w hea t ag re em en t th a t th e Eur op ea n Com mon  M ar ke t co nt in ue d to  mak e he av y w he at  ex po rt  s ub si ­di es  a t th a t tim e lower ing wor ld  w he at  pr ic es  w hi le  part ic ip a ti ng  in  an  in te rn a­tion al  ne go tiat io n fo r an  ag re em en t to  firm  up  wor ld  w hea t pri ces.B. A gr ic ul tu ra l an d /o r tr ad e  off icia ls fro m th e Uni ted Sta te s,  A ust ra lia an d poss ibl y A rg en tina  will mee t w ith  th e C an ad ia n M in is te r in  ch ar ge  of  th e W he at  Boa rd  in Sa sk atoo n,  th e pr ov in ci al  cap it a l of  Sas ka tc he w an  in  th e heart  of  th e  C an ad ia n w he at  pr od uc in g l ’ra ir ie  Pr ov in ce s on Ma y 10, 1979. Th e ap pare n t pu rpos e of  th is  me et ing,  comi ng  im m ed ia te ly  a ft e r tw o day s of mee tin gs  of su bm in is te ri al  off icia ls in O ttaw a,  th e  C ap ital  of  Can ad a,  on Ma y 8 an d 9, 1979, is  no t re al ly  ve ry  cl ea r. S ta te m en ts  from  va riou s C an ad ia n el ec ted an d ap ­po in ted offi cia ls in di ca te  th a t it  could  be fo r th e pu rp os es  of  at te m pti ng  a co op er at ive ar ra ngem en t am on g th e  fo ur m aj or w he at  ex port in g co un tr ie s to  in flu ence  a n d /o r fix th e pr ices  a t which  w hea t wo uld be ex port ed  by th es e co un tr ie s.  On th e ot her  ha nd , some  C an ad ia n off icia ls ha ve  pu bl ic ly  st a te d  th a t su ch  an  ap pr oa ch  to an  ex po rt  ar ra ngem ent wo uld  no t work fo r va riou s obvio us re as on s an d th a t th e pu rp os e of  su ch  mee tin gs  shou ld  be lim ite d to ex pl or in g po ss ib le av en ue s of co op erat ion simply on th e ba si s of su st ai ned  co mmun icat ion an d iie rio dic revi ew s of  th e wor ld  w he at  supp ly -dem an d si tu at io n . A ve ry  high  lev el A ust ra li an  official  has  a lr ea dy ex pr es se d li tt le  if  an y in te re st  in a tt em p t­in g to  move to w ar d a mi nimum  fixed pr ic ing arr an gem en t fo r w hea t ex po rt s simply be ca us e of th e sh ar p  d is si m il ari ti es be tw een th e va riou s prod uc tio n an d m ar keti ng  sy ste ms in th es e fo ur co un tr ies.
In ac ce pt in g M in is te r Lan g’s in vitat io n  to mee t on Ma y 10, wh ich  is on ly tw elve  (12)  da ys  pri or to th e C an ad ia n na tion al  elec tio ns  fo r th e Par li am en t,  Sec re ta ry  of  A gr ic ul tu re  Bob Ber gl am l comm ented  th a t h is  pu rp os e in  at te nd in g  th e  m ee tin g was  to  (1 ) di sc us s m ea su re s to ac hi ev e g re a te r food se cu ri ty  fo r th e  de ve loping  coun tr ie s;  (2 ) revi ew  th e s ta tu s of  a tt em pti ng  to  resu me th e in te rn ati onal ne go tiat io ns  fo r ano th er w he at  ag re em ent;  an d (3 ) ex plor e th e a lt e rn ati ves fo r th e co or di na tion  of  th e pr od uc tion  an d m ar ket in g  po lic ies  of  th e fo ur w he at  ex po rt in g co un tr ie s.  Th e pr es su re s fo r Sec re ta ry  B er gl an d to a tt end  th is  C an ad ia n mee tin g co uld well  be em an at in g from  som e Con gres sion al  so ur ce s th a t a re  prom ot ing e it her th e co nc ep t of  a w he at  ex port  m ar ket in g  bo ard in th e U ni ted S ta te s or  o th er pr op os al s fo r th e Uni ted S ta te s to in cr ea se  un il a te ra ll y  incom e su pp or t pa ym en t fo r U.S . w he at  pr od uc tio n in re tu rn  fo r som e ass u r­an ce s fro m th e o th er th re e ex po rt in g co un tr ie s th a t th ey  would  no t “d ir ec tl y” cut. th e ir  w he at  ex port  pr ic es  to  ga in  a g re a te r sh ar e of wor ld  w he at  tr ad e.  W hi le  mo st ob se rv er s be lieve  th a t in cr ea se d an d mo re  fo rm al iz ed  co op erat ion am on g th e m aj or  w hea t ex po rt in g co un tr ie s wo uld  be us ef ul  an d benefic ial , th ey  po in t ou t. ho wev er , th e  ef fo rt s to ei th er  move to w ard  a wor ld  w he at  m ar­ket sh ari ng  ba si s by th es e fo ur co un tr ie s,  to es ta bli sh  ex po rt  pr ices  or  bo th wo uld only ac cr ue  to  th e advan ta ge of  th e oth er  th re e co untr ie s an d no t to  th e U.S.  w he at  fa rm er s.

C. Mr. Doug Antho ny , th e  A ust ra lian  Dep uty P ri m e M in is te r, co mm ented  ab out som e m ee tin gs  of  re pre se nta tives  fro m a lim ited  nu m be r of  whe at  export ­in g co un tr ie s th a t one of  th e m aj or prob lems re su lt in g  in  lower  pr ices  to  w he at  pr od uc er s is th e is su e of  w hea t ex po rt  subs id ies. He was  re por te d to ha ve  st a te d  t h a t :
"W e [A ust ra li a ] be lieve  th a t th e ir  [t he  Eur op ea n Com mun iti es ] su bs idy pro ­gr am  is no th in g more th an  in te rn ati onal va nd al ism  an d th a t th ey  [the  Eur op ea n Co mmun iti es ] ha ve ca us ed  d is ast ro us co nseq ue nc es  fo r man y agri cu lt u ra l pro­du cing  co un tr ie s.
“I ca nn ot  ac ce pt  th e  m as sive  du m pi ng  of  high ly  su bs id ized  su rp lu s pr od uc ­tio n ar ou nd  th e wor ld  an d they  [t he Eur op ea n Com m un iti es ] ha ve  go t a lo t to  an sw er  fo r be ca us e of  th is .”
Co nseq ue nt ly , th e  m ai n ite m on th e ag en da  fo r an y mee tin g of  ag ri cu lt u ra l an d tr ade officials fro m th e  Uni ted S ta te s.  Can ad a,  A ust ra lia an d Arg en tin a shou ld  be to  deve lop  a co op er at iv e ap pr oa ch  to ef fecti ve ly  im prove an d mo dif y
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th e  in te rn ati onal tr ad in g  ru le s to pr ev en t a n d /o r pe na lize  such  d is ru p ti ve ag ri ­
cu lt u ra l export in g  pra ct ic es  such  as  th e  E ur op ea n Com m un iti es  th a t re su lt  in  
fu rt h e r de cl ines  in  wor ld  pr ices  fo r w he at , co ar se  gr ai ns , su gar , dai ry , etc ., 
pr od uc ts  al l of  which  a re  hi gh ly  su bs id ized  by th e EC Co mm iss ion  in to  th ir d- 
co un try m ar ke ts .

CONCLUSION

Due  to  th e  di ff icu lti es  of  re ac hi ng  an y re as on ab le  co mprom ise  on a wh ole 
host  of  is su es  a t th e  re ce ntly  ad jo urn ed  Ge neva Co nferen ce , th er e wo uld be li tt le  
if  an y pr os pe ct s fo r ov erco ming such  a se ri es  of  im pa sses  w ithin  th e nex t yea r 
or  two . I t sh ou ld  be em ph as ized  al so  th a t th e U.S . off icia ls both in  Gen ev a and 
W as hi ng to n m ad e su b s ta n ti a l co nc essio ns  duri ng th e la s t si x mon th s le ad in g up  
to  th e fin al neg ot ia ting  se ss ion in  ord er  to  re ac h an  ag re em en t an d bre ak  th e 
in tr ac ta b le  im pa sse cr eate d  by o th er co un tr ie s.  Th e U.S . po si tio n on negotiat in g 
anoth er ag re em en t to  re pla ce  th e IW A of  1971 in clud es  a m aj or  co nc essio n to  
th e Eur op ea n Ec onom ic Com m un ity  to  in clud e a se para te  co nv en tio n of a con­
su lt a ti ve  n a tu re  on co ur se  gra in s.  W ith re sp ec t to  var io us  im po rt in g co un tr ie s,  
th e  U.S . off icia ls ex pr es se d a w ill in gn es s to  co ns id er  a sm al le r wor ld  w hea t re ­
se rv es  an d a t in dic at iv e pr ic e leve ls  fo r bo th  th e ac qu is it io n an d re le as e ob liga ­
tion th a t wou ld  hav e be en  so m ew ha t lo w er  th an  U.S. w hea t pr od uc er s wou ld 
ha ve  de si red.  Moreover, th es e U.S.  off icia ls als o ex pr es se d co nc ern ab out th e 
ob liga tion s th a t su ch  a pr op os ed  ag re em en t wo uld ha ve  plac ed  on th e de ve loping  
im port er  mem be r co un tr ie s.

in  mak in g a fin al ju dgm en t on th e inco nc lu sive  e nd in g to  t he prolon ge d a tt em p t 
to  re ac h such  an  ag re em en t fo r no t only w hea t bu t also  incl ud in g co ar se  gr ai ns , 
it  is  appare n t th a t th e  im por ting  co un tr ie s re je ct ed  an y cr ed itab le  m ec ha ni sm s 
ba se d on fa ir  an d ba lanc ed  ob liga tion s to bo th  ex po rt in g an d im po rt in g co untr ie s 
w ith  a vie w to w ar ds obta in in g an y ad dit io nal  de gr ee  of  wor ld  food se cu ri ty  or 
som e m ea su re  of  m od er at io n of  de cl in ing or ri si ng  w or ld  w hea t pri ces. Th e U.S . 
off icia ls w er e no t p re par ed  to  mak e an y ad dit io nal co mprom ise s sim ply fo r th e  
sa ke  of  ob ta in in g an  ag re em en t th a t wo uld ha ve  on ly  been a fa ca de  in  te rm s of  
th e  pu rp os es  fo r whi ch  it  w as  ne go tiat ed . Thi s is th e  po in t th a t Sec re ta ry  of 
A gr ic ul tu re  B er gl an d w as  mak in g,  th a t th e U ni ted S ta te s wo uld no t go an y 
fu r th e r un de r th e pre ss ure s of  e it her im po rt in g co un tr ie s,  ex port in g co untr ie s or  
bo th  w ith  re sp ec t to  in dic at iv e pr ic e lev els  fo r th e  ac qu is it io n an d re le as e of 
w hea t from  a m ea ni ng fu l wor ld  w he at  re se rv e eit her co or di na te d or  ba lanc ed  
co m m itm en t to  both ex por ting a nd  im po rt in g co un tr ie s.

Co ns eq ue nt ly , a m ult i- ye ar  ex te ns io n of  th e  IW A wo uld al low th e In te rn a ­
ti onal W hea t Co uncil  to  co nt in ue  it s fu nc tion s of  pr ov id in g a fo ru m  fo r in te r­
na ti onal co op er at ion,  di sc us sion  an d revi ew  of  an  ev er ch an gi ng  wor ld  w hea t 
si tu a ti on  un der  th e W hea t T ra de  Co nv en tio n of  th e IW A.  I f  th e nex t mee tin g in 
Lo ndon  in Ju ne  re su lt s in  th e 1WC in cl ud ing th e wor k of  th e UN CTAD  Con fe r­
en ce  w ith re sp ec t to foo d aid,  a m ul ti -y ea r ex te ns io n of  th e  IW A wo uld  al so  
perm it  th e Fo od  Aid  Con ve nt io n to  co nt inue  in  fo rce but w ith an  ap pr ec ia bl y 
in cr ea se d co mm itm en t fo r w hea t do na te d to  de ve loping  co un tr ie s.  A ga inst  th e 
ba ck dr op  of  th e re as on s fo r th e  adjo urn ed  Ge nev a Co nferen ce , a sin gle year ex ­
tens io n of  th e IW A wou ld  on ly  re su lt  in  in cr ea se d pre ss ure s fo r a re su m pt io n of 
th e ne go tiat io ns  in th e  comi ng  year an d w ith  li tt le  ho pe  fo r pr og re ss . A sing le  
yea r ex tens io n wo uld  sim ply re qu ir e  th e IW C to mee t ag ai n a t ab ou t th is  tim e 
nex t yea r to  e xt en d ag ai n  th e  IW A.  a proc es s th a t ca n be ac co mplish ed  by a m ult i­
yea r ex te ns io n of  th e  In te rn a ti o n a l W he at  Agr ee men t a t th is  tim e,  an d th is  
co ur se  of  ac tion  is  una ni m ou sl y ad op ted by th e GI’W B oa rd  of  D irec to rs .

P repared Sta teme nt  of Cargill , I ncorporated. Min nea po li s, Min n .

Cargi ll.  In co rp ora te d ur ge s th a t th e 1971 In te rn a ti ona l W he at  Agree men t 
be ex te nd ed  fo r tw o ye ar s.  Thi s ex tens io n is  ne ce ss ar y fo r se ve ra l re as on s.  I t 
wou ld  m ai nta in  th e In te rn a ti o n a l W he at  Co uncil . T h a t co un cil  pr ov id es  fo r va lu ­
ab le  in fo rm at io n gat heri ng  an d se rv es  as  a fo ru m fo r di sc us sion  of  w or ld  w hea t 
issu es . E xt en si on  wo uld  al so  pre se rv e th e ag re em en t’s Fo od  Aid  Con ve nt ion,  on e 
of th e  few are as whe re  re a l pr og re ss  w as  mad e duri ng  th e re ce nt ne go tiat io ns . 
W e be lie ve  a tw o- ye ar  ex te ns io n is  ap pro pri a te  be ca us e th e  ch an ce s of re ac hin g 
an y a lt e rn a ti ve  ag re em en t in  a sh ort er pe rio d a re  r em ote .

A b ri ef revi ew  of  th e negotiat io ns—th e ir  or ig in al  ob ject ives  an d th e ir  fin al 
co lla ps e—show s th a t ex te ns io n of  th e 1971 ag re em en t is  th e  mos t re as on ab le  
co ur se  fo r th is  n at io n to pu rs ue .
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U .S . OBJECTIVES

The U.S. had  several objectives in the negotiations on a new in tern atio nal  wheat 
agreement. Firs t, the  U.S. wanted the  burdens of reserve holding to be shared. 
A U.S. state men t issued in June 1977 urged an agreement in which “all majo r 
grain-tr adin g nations—exporte rs and importe rs—would accept meaningful  obli­
gations  for reserve stocks.” Those reserves would have to be large enough to allow 
the agreem ent to function successfully, and the  U.S. suggested 30 million metr ic 
tons.

Second, the U.S. sought a real  sha ring  of necessary adjustments  in nat ional 
production and consumption policies. That same sta tem ent  supported an agree­
ment in wh ich : “the par ticipating nations  agree to measures to fac ilit ate  a djus t­
ment of consumption and product ion in response to world supply conditions.”

Third , the U.S. wanted the price  band between acquisit ion and release of the 
reserve  to be wide enough to allow the  m arket adequate  opportunity to d iscipline 
itself. Obligatory floor or ceiling prices  were opposed as both inequitab le and 
unworkable.

Four th, the U.S. wanted to liberalize world trade  by bringing discipline to bear 
on export  subsidies.

TH E NEG OTIAT ION S COLLAPSE

Early in the negotia tions, it became appa ren t that  production and consumption 
adju stments  would not be adopted. Drafted language required members simply 
to meet to discuss or agree upon such measures. There was also lit tle  suppo rt 
for a  subsidy code.

Nevertheless, the U.S. decided to continue to p ursue an agreement. T his country 
was willing to compromise some of its  negotiat ing objectives  in the hope th at  
some agreement would be be tter than  none.

As the negot iations progressed, however, it  became impossible to achieve  U.S. 
objectives. Developing countries were unwilling  to car ry the ir sha re of reserves 
unless developed countries financed this  stockholding.  That meant the  first U.S. 
objective—shared reserve burdens—would not be met. Developing c ount ries  also 
objected to a U.S.-EC compromise on the  price band, feeling it was too high and 
too wide. T his mean t the third  U.S. objective—a wide price  band—would not be 
met. At this  point, U.S. negotia tors  began to wind down the nego tiatio ns rat he r 
than accept a bad agreement.

It  became evident that  the  only possible agreem ent would have inc lud ed: a 
small, narrowly-held  reserve; no sharing  of production/consumption adjus t­
men ts; a nar row price ban d; and  a weak subsidy code or none at  all. Cargill is 
absolutely convinced that  this  type of agreement, the  only agreement that  could 
have emerged from the fal ter ing  negotiations, would have been disastrou s. We 
view the negotia tors’ fai lure to achieve such an agreem ent as a success.

A W HEAT CARTEL

Following the collapse of the  negotiations, a number of people—including 
several Congressmen—have begun to call for a wheat car tel or other price-fixing 
arrangemen t to replace the IWA. The  desire  to build upon the rappor t and good 
will developed among major exporting countries through the negotiations is 
laudable . The urge to enhance producer income is  a lso understandable.

However, a car tel would not accomplish eith er objective. Cargi ll strongly 
opposes the format ion of a cartel-l ike arra ngemen t among the  major whea t 
exporting  countries. It  is difficult fo r us to  comment on th is issue without appear­
ing self-serving. We have  an obvious stake in the way this  nation exports grain . 
Yet, it is th at  stake, th at  day-to-day involvement, which leads us to conclude 
that  there are  sound economic argum ents  against a w heat  cartel .

The case for an Organizatio n of Wheat Expor ting Countries (OWEC) or any 
othe r price-fixing arrangeme nt res ts on the  assumption that  revenue gains from 
rais ing prices would exceed revenue losses from reduced sales. Proponents of a 
car tel  argue that , since demand for wheat is inelas tic, custom ers would be 
forced  to pay the carte l's price. And, they point out, the four  major wheat 
expo rters—Canada, Aus tral ia, Argentina and the United Sta tes—account for 
around 80 percent of world w heat  exports.

This analysis unfortu nately  ignores the fac t that  price and quantity sold are  
determined by both supply and demand. The abili ty to force people to pay an 
artifi cially  high price depends not only on the response of demand to a price 
boost, but on the  response of supply as well. When we consider supply responses, 
the case  for an  OWEC breaks down.



The four major exporte rs may bulk larg e in world trad e, but  they are a much 
smalle r component to tot al world production. They collectively produce slightly  
over 20 percent of the world’s wheat. Roughly 80 percent of the world’s wheat  
production,  then, lies outs ide the  contro l of the fou r exporters. An arti fic ial 
price  boost would stim ula te increase d production of w hea t and wheat sub stit ute s 
in the  rest of the world. Cartel  members would control an ever sma ller port ion 
of the  w orld’s wheat and would be unable to maintain  price  or volume.

A carte l would also face organizat ional problems. Exp orting countries’ in­
ter es ts and  c ircum stanc es vary. Canada,  for  example, can stor e wheat but  would 
find it  difficult to expand exports  because of logis tical  problems. Australia and  
Arg entina have fluc tuat ing productio n and  almost no storage capacity. The 
United Sta tes,  in  con tras t, has adequa te storage  and the  capacity  to expand pro­
duction and  exports. While the  oth er expo rting  coun tries  can gain primarily  
thro ugh  price increases. U.S. fa rm ers  can earn imp ortant  benefits from increased 
trad e.

A ca rte l would have to agree on a price  level, divide  the marke t among export­
ing countries , contro l production and  enforce these  arrangemen ts. Car tels  his ­
toric ally  fai l because any one member can profit from secre t price  concessions. 
A car tel would also lack the flexib ility to ad jus t to a constan tly chang ing world 
wheat  m arket. Pa st wheat  agree men ts have failed to wi ths tand the  stresses th at  
chang e intro du ce s; i t is unlikely a price-fixing arrangeme nt could succeed where 
these less ambitious undertak ings have fai led.

Finally , a wheat carte l or sim ilar arrang ement  con trad icts  widely held no­
tion s of equity . More tha n ha lf of the  w orld’s w hea t imports  go to the rela tive ly 
less  developed countries.  Large wheat importe rs in thi s group are  Egypt, Brazil,  
China, India, Morocco, Bangladesh and  Pak ista n. These  coun tries  would be 
severe ly burdened  by a carte l-induced increase  in  wheat prices. This Committee, 
with resp onsibility for foreign rela tions, should be concerned abou t the  tra nsfer 
of weal th from poor nat ions to the rich th at  a car tel  would create .

CONCLUSION

It  is our  firm belief  that  the  U.S. should continue its  par tici pat ion  in the  1971 
In ternat iona l Wheat Agreement by extending that  agreement for  two years . The 
dist anc e between what the  U.S. wanted  from a new wheat  agre ement and wha t 
it would have gotten from the  only possible agreement  was immense. The U.S. 
would have had to compromise  every one of its  nego tiat ing objectives. In these 
circumstances,  we should not ask  wliat  went wrong, hut ra ther  c ong ratula te our 
negotia tors  for  what they did righ t. They successfully resisted  a bad agreement.

At the  same time, we mus t oppose misguided effor ts to fill the perceived gap 
the  negotia tions’ collapse  has  made. Proposals to esta blish a wheat car tel  or 
cartel-like arra ngement  are unworkable, both for economic and organizational 
reasons. They are also inequitab le. We urge this Committee to reject  such 
arrangemen ts.

North A merican E xport Grain A ssociation, I nc.,
Wash ington , D.C., May 7, 1979.

Senate  F oreign R elations Committee,
Dirkscn Senate Office Build ing,
'Washington, D.C.

Gentlemen : The North American Export Grain Association is an organiza­
tion comprised of thirty of the leading exp orters  of  U.S. g rain , both private firms 
and  coopera tives, associated for  the  purpose of expa nding exports  of U.S. grain. 
M e feel th is is a goal compa tible with  the public interest, for  U.S. agr icu lture 
mus t depend on exp orts  in order to cont inue  to produce adequa tely  for the  U.S. 
consumers and  provide one of the  best sources of foreign exchange. Grain  expo rts 
have, dur ing  the  pas t several years, con tributed approximately $14 to $15 billion 
annually on the  plus side of the  U.S. tra de  balance. Our int ere st in the  In terna­
tion al Wheat Agreement is obvious, and we have been privi leged to have served 
as advisor s to the  U.S. de legation to the  Inte rnat iona l Wheat Council and  during 
the negotiatio ns on such agreements .

We have  actively  suppo rted U.S. partic ipa tion in the  Int ern ati onal Whea t 
Council and  cont inue  to fully  suppor t its  work. We feel it has  served as a very 
effective forum  for intern ational cooperation in world trade  in wheat , and we 
very strongly supp ort ratif icat ion of the  extension of the International Wheat 
Agreem ent which provides for its  continuation.



Tl ie In te rn ati onal W he at  Agreeme nt has  been succ es sfu l, we fee l, be ca us e it  
ha s no t pr et en de d to  co nt ro l tr ade  or  im pose st ri ngen t eco nomic pr ov is ions  on 
it s me mbers.  Effor ts  to  in trod uc e such  pr ov is ions  in w hea t ag re em en ts  in th e 
pa st  ha ve  prov ed  iini>ossible to ne go tia te , or  wh en th ey  were ne go tiat ed , ha ve  
led to fa ilur e.  B ur de ni ng  a w he at  ag re em en t w ith  th e type  of pr ov is ions  which  
mem be rs wo uld in  tim e find too  on er ou s to  hear wo uld expose  all  p a rt ic ip an ts  
to th e ri sk  th a t a t some  tim e we co uld find ou rs el ve s w ith  no ag re em en t a t a ll  
an d.  th er ef or e,  no ba si s fo r th e co ntinua tion of  th e  In te rn ati onal W he at  Co unc il.

We were opposed  to  th e ne go tiat io n of  a  ne w w hea t ag re em en t as  w as  de ve lop­
ing  in th e ne go tiat io ns  in Ge nev a an d Lo ndon , princ ip al ly  on th e  gr ou nd s th a t it  
wa s no t an  ag re em en t wh ich  w as  de sig ne d to  ex pa nd  tr ad e.  I t w as  ho ne st ly  
de sc ribe d by th e A dm in is tr at io n off icia ls as  a  “s ta b il iz ati on” ag re em en t, som e of  
the pr ov is ions  of  wh ich  wo uld  ha ve  tend ed  to  co nt ro l tr ade  in  gr ai ns . We  feel th e 
U.S. ne go tiator s,  reco gn iz ing th e dan ge r which  it  wo uld ha ve  posed  to  U.S . tr ad e  
in  gr ai ns , wi se ly  re fu se d to  co mp romi se  th e ir  po si tio n an d elec ted to  re tu rn  from  
th e  ne go tiat io ns  w ithout an y ag re em en t, ra th e r  th an  re tu rn  w ith a po or  one . 
Th ey are  to  be  co ngra tu la te d  f or  t h e ir  co urag e.

We are  fir mly  co nv ince d th a t th e  U ni te d S ta te s tr ad e  in  gra in s wou ld be 
seve re ly  pr ej ud ic ed  if  th e Uni ted S ta te s w er e to  a tt em pt to en te r in to  an y ag re e­
men t wh ich  wo uld  even sugg es t th e  po ss ib il ity of  anyth in g like  m ark et sh ar in g  
n r wh ich  wou ld g ra n t an y fo re ig n nat io n  or gr ou p of nat io ns au th o ri ty  ov er  U.S.  
m ar ket in g ef fo rts . Th e ag re em en t un de r ne go tiat io n in Ge neva  co nt ai ne d such  
ele men ts.

A cu rr en t pr op os al  fo r an  In te rn a ti o n a l M ar ket in g Co mm iss ion  is  even more 
ex plici t in  th is  re ga rd . Th e Co mm iss ion , as pro posed, wo uld , ve ry  simply st at ed , 
plac e al l de cision s re ga rd in g U.S . tr ade  in  g ra in s in th e hands of it s ch ie f com-  
pe ti lo rs . It  wo uld  no t only co mprom ise —it  wo uld co mp let ely  su rr ender— al l U.S. 
so ve re ignty ov er  U.S. gr ai ns , m ak in g it  im po ss ib le  f or  t he  U.S . to ex pa nd  it s tr ade  
w ith ou t th e ap pr ov al  of th e o th er th re e mem be rs,  al l of  which  wo uld  hope  to 
ex pa nd  th e ir  sh ar e of  t he  w or ld  gra in  m ark ets  a t th e ex pe ns e o f t he U ni te d St at es .

The re  a re  va ri ou s re as on s wh y su ch  a Co mm iss ion  co uld sc ar ce ly  he nego­
ti at ed  mu ch les s be ab le  to fu nc tion  pr op er ly . The  in te re st s of  th e  nat io ns wh ich  
would  part ic ip ate  in such  a Co mm iss ion  a re  dive rse,  an d it  wo uld be v ir tu al ly  
im po ssi ble to  come  to  an  ac co rd  on th e  de ta il s of th e  ag re em en t. Ea ch  na tio n 
would  be forced  to ac t in it s  own nati onal in te re st , su bj ec ted to  do mes tic  pr es ­
su re s w ith in  it s own bo rd er s,  an d th es e in te re st s are  no t al w ay s co mpa tib le . 
Th e C an ad ia ns  a nd  A ust ra li ans ha ve , fo r ex am ple,  long  s ou gh t to  h av e th e Un ited 
Sta te s ra is e  it s  su ppo rt  pr ices , so th a t they  co uld pr om ot e th e ir  ow n gra in  ag ri ­
cu lt u re  un de r th e um br el la  wh ich  wou ld l>e prov ided  fo r them  by th e Un ite d 
St at es . Th ey  ap par en tly  do no t reco gn ize th e fa ct  th a t th is  m ig ht  be  of benef it 
to  them  in th e sh or t te rm —a nd  ob viou sly  to  th e det ri m en t of  th e  U.S ., wh ich  
wo uld  find it se lf  pu sh ed  ev en  fu r th e r in to  th e  ro le  of  re si dual su pplier  to  th e 
wo rld  m ar ket s— hu t wo uld  th en  ver y se riou sly pr ej udic e th e gra in  ex po rt in g 
in te re st s of  al l par ti c ip an ts . For  any ar ti fi ci al  in cr ea se  in  wor ld  pr ic es  would  
prov ide a pr ic e um br el la  al so  f or al l th e  o th er nat io ns in th e wor ld  now prod uc ing 
w he at  as  we ll as  an y which  m ig ht  no t he  prod uc in g it.  I t  wo uld ve ry  qu ick ly  
en co ur ag e th e pr od uc tio n of an y o th e r co mm od ity  wh ich  m ig ht  se rv e as  a su b­
s ti tu te  fo r w he at . We  ca nnot fo rg et th a t w he at  is  th e sec ond m ajo r food gra in — 
th e fir st is rice. The  fo ur m ajo r w he at  ex po rt in g nat io ns of w hea t mig ht  ap pea r 
to  be fo rm id ab le  wh en on e co ns id er s mer ely th e ir  sh are  of  th e  wor ld  w he at  
exjMirt m ar ke t, bu t to get her  th ey  a re  re sp on sibl e fo r no  more th an  ab ou t 20 
pe rc en t of  th e to ta l w or ld  w he at  pr od uc tio n.  Th e fig ures  become  even  less  im ­
pr es si ve  wh en one  co ns id er s al so  th e wor ld  pr od uc tion  of ric e,  al l th e w or ld 's  
ro ot  cr op s an d ot he r co mmod iti es  which  co uld ea si ly  an d ve ry  qu ickl y be su b­
st it u te d  fo r whe at.  I t wo uld  no t ta ke mu ch of  a re du ct io n in th e U.S.  w he at  
export  lev el to  de st roy our m ark ets —a  sh if t of  100 to  200 mill ion bu sh el s in  
an y giv en  season  can mea n th e  di fferen ce  be tw ee n a re la tive ly  good yea r an d 
a ve ry  po or  one.

An in te rn ati onal comm iss ion  is  be ing de sc ribe d to  fa rm ers  as  a mea ns  of  
ra is in g  th e ir  pr ices . T his  is, un fo rt unate ly , a de fin ite  ill us ion,  fo r an  art if ic ia l 
in cr ea se  in  pr ices  su ch  as  m ig ht be en vi sion ed  by U.S. fa rm ers  an d thos e in  th e 
o th er co un rt ie s wo uld  ru n co unte r to  th e in te re st s ex pr es se d by a co ns um ing 
pu bl ic  th ro ug h th e U.S.  Gov ernm en t. An yone wh o dou bt s th is  sh ou ld  merely  no te  
tli e a tt it u d e  of th e A dm in is tr at io n to w ar d a prop os ed  7 per ce nt in cr ea se  in  th e 
gr ai n ta rg et pr ic es  an d A dm in is tr at io n ef fo rts  with  re gard  to  th e  su pp or t pr ic es  
fo r mi lk.  Such a  comm iss ion  wou ld,  fu rt her m ore , plac e co ntr ol of  U.S.  g ra in
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exports in the hands of not only the U.S. Government hut the governments of 
the other partic ipating  countries as well. Our experience of the past several 
years should prove conclusively how tha t control would he used should com­
modity prices continue to climb, raising stronger concern about inflation and 
the cost of living.

We do not suggest tha t there should not be some dialogue between nations 
interested in the export of wheat. The exporting nations have long been com­
petitors, and they should continue to be competitors, with the efficiency such 
competition always brings with it. They should work together to help expand 
trade through trade liberalization, working to overcome trade impediment in 
thei r own and other countries. Only in this way can their  own interests and 
the intere sts of the rest of the world be best served. They should not be co­
conspirators  in an effort which would reduce efficiency and restrict grain trad e 
by making it subject to stri ct Government regulation.

There is something terribly  inconsistent about having a group of nations 
which have partic ipated  in the long and determined Multilate ral Trade  Nego­
tiations, designed to expand world trade, now become involved in an effort to 
rest rict trade by forming a cartel. There is also something very inconsistent in 
having a group of nations  which profess keen interest in attempting to feed 
the world, conversely, become engaged in an effort which would serve to keep 
food supplies out  of the reach of the poorest of the world’s citizens.

There is currently some discussion about the need to seek alternative solu­
tions following the inability  of the Geneva negotiations to produce a new wheat 
agreement. As we have indicated in th is statement, we are thoroughly convinced 
tha t the failure to negotiate the type of agreement under discussion was a 
plus, not a minus for the American farmer and. hence, the  American public. We 
fail to understand the need of the nation to seek an alternative for the loss of a 
poor agreement.

The nation has really two alternatives in determining what should be its 
agricu ltural  policy. It  can choose to rest rict  markets, artificially raise prices 
and obligate the taxpayer to compensate the farmer for his loss of markets. 
Or it can choose to liberalize trade, take advantage of the rapidly expanding 
world demand for grains, thereby permitting the farmer to make more efficient 
use of his land and equipment. He could thus improve his income through a 
healthy, naturally derived higher price for his grain and greater unit  sales, 
without  requiring  recourse to public funds. Under this latter alternative the 
taxpayer would also receive the benefits which expanded foreign trade would 
bring him through the improvement in the U.S. economy, whereas the former 
alternative would, at best, restr ict such benefits to the extent  it would rest rict  
trade.

We do not feel an enlightened public should find this to he a difficult choice 
to make.

Sincerely,
Joseph Halow, Executive Director.

T rading H unge r for Grain

(By Richard Gilmore, Visiting Fellow, Overseas Development Council)
(T his  do cu m en t may  no t be ex ce rp te d or  re prod uc ed  w it hou t th e  ex pr es se d pe rm ission  of  

th e  au th or.  Th e vie ws  expresse d ar e th os e of th e au th o r an d do not  ne ce ss ar ily ex pr es s 
th ose  of th e Ove rsea s Dev elop men t Co uncil , it s  d ir ec to rs , offic ers,  or  sta ff .)

PRESENT GLOBAL CONDITIONS

There is currently a surplus of food and feed grains in the United States and 
around the world. The U.S. has withheld a substantial portion of its  production 
from export markets, creating a sizable nat ional stock and bolstering American 
farm prices. Other principal exporting countries have developed a lternative ap­
proaches for dealing with what they identify as the “surplus problem.” As a 
result, importing countries have profited from their improved purchasing power 
and access to g rain markets at reasonable prices. Since the most recent scares of 
1974/75 when prices skyrocketed as supplies dwindled, the world has moved 
closer toward a stabilization of supply and demand.

Even at  the macro-level th is approximation of world equilibrium in staple food 
commodities is deceiving. USDA projections for the marketing year 1978/79
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show consumption exceeding production in deficit regions  * of 116.4 million metric tons for  wheat,  rice and  coarse  gra ins  combined. Withou t U.S. production the  world’s deficit position is sub stantial—77.2 million  metric tons. Extending thi s forecast  out to 1987, the gap is even greater  based on current production and consumption leve ls: 159.3 million metric  tons for  the “deficit regions” and 111.4 million metric tons as the world tota l, abse nt U.S. production . For less developed count ries, FAO pro jections for 1985 (usin g th e period  1969-71 as the  base  per iod) show demand exceeding product ion by 76 mil lion metr ic tons in “cere als.” 1 2 3 Under the most optim istic set of assum ptions the FAO shows small margins  of expo rt ava ilab ilit ies  over import requ irem ents  in wheat and coarse gra ins  adding U.S. expor ts. Even this set of projections, however, poin ts to “develop­ing countries” increasing the ir demand for wheat and coarse  gra in imports  at a much high er ra te  tha n the  corresponding growth  of avai lable expor ts. In short , most sta tis tic al analyses  point to persis ten t global shor tage s of food and  feed gra ins  in the immediate  futu re. At the  regional and coun try levels, the  chronic  sho rtfa ll between consumption requ irem ents  and domestic production capacity is more dramat ic. Once the calculus is expanded beyond conventiona l cri ter ia of local supply versus actual, effective demand in LDC’s, the d iscrepancy widens.’Improving food production, dis tributio n and utili zation within a country is cer tain ly a sine qua non to closing the gap. But  it is not enough, nor will it sati sfy minimum consumption requ irem ents  at  subsistence levels in the LDCs. The World Bank  shows that  the  growth rat es  of wheat,  coarse gra ins  and rice have fallen  off to the point th at  between 1969 and 1974 they were at  1.18 percent for  developing countries. The International Food Policy Research Insti tute forecast in December 1977 th at  food production  will grow in “the developing ma rke t economies” during the  nex t 15 yea rs a t the  1960-75 rate. The average ra te  dur ing this period was 3 percent, declining to 2.4 percent between 1967-75. This  same study concludes th at  even with rapid increases  in food production in the  LDCs, the re will still  be a pressing need for  “food imports * * * well in ex­cess of recent levels * * 4

Surp lus regions  will be called upon to make up the differences . Commercial trade  and  ass istance  are  the  only way to tra ns fer valuable resources of raw and semi-processed food gr ain s to deficit regions. Although expo rts of w heat  and flour account for only 18-19 percent of tot al world production and consumption,5 they dic tat e the internatio nal  term s of tra de  for wheat as well as  oth er grains . Moreover, trad ed grains have a multip lier  effect on both domestic and world prices. Commercial  and food aid transa ctions  are  ins trumenta l in determining consumption and produc tion tren ds worldwide. No mat ter how protected a na­tional agricult ura l economy is, it  cann ot divorce itse lf from intern ational price and supply  tren ds partic ula rly  when it is a net  importe r of grain. Even when a country  is completely self-sufficient, the  costs and benefits of its  agr icu ltural  prog rams in economic and social term s must be measured again st access to gra in from foreign  supply sources.
Despite thi s interconnection, the re is no assurance that  gra in which is ava il­able for export is actually  ex po rte d; nor  th at  when it  is purchased  by a foreign buyer it will be the buyer who needs it  the  most. Tra de is a means of a lloca ting resources but  in itse lf does not accommodate goals concerned with  equitable dis trib ution of grain . The la tte r are  determined  by the  na tur e of different marke ting  systems, commercial and government enterprise s responsible for han­dling grain, and the rela tive  purc hasing power of different groups with in any coun try. An increase  in  production will not in itse lf insu re a reduct ion in hunger. Similarly, holding gra in reserves will not automat ical ly secure  access to grain at  reasonable prices. Rais ing exports  from surp lus regions does not neces­sar ily  lead to imports in regions where  the shortages a re the most severe. Equ al­ling both sides of the equation is att en da nt  upon the  very struc tur e of the grain trade.

1 W. Eur op e,  E.  Eur op e,  U.S .S .R ., E a st Asia . M ai nl an d Ch ina, So ut h Asia , M iddle Amer ica (M exico and C entr al  A m er ic a) , A fr ic a an d th e M iddle E as t.2 I n  al l in st an ces  FA O sta ti s ti c s  a re  ba se d on effec tive leve l of  de m an d.  I f  co ns id er at io n w er e given to  a br oa de r de fini tio n of  p o te n ti a l de man d,  th e de fic it fo re cas ts  wo uld be  ex ponen ti al ly  gr ea te r.
3 P opula tion  gr ow th , income ch an ge s,  u rb an iz at io n  an d low  ag ri cu lt u ra l pro duct iv ity  ar e am on g th e pr in ci pa l fa c to rs  wh ich  in fl at e de man d ov er  av ai la bl e su pp lie s.4 In te rn a ti o n a l Fo od  Po lic y Res ea rc h In st it u te . Food Nee ds  of  Dev elop in g Cou nt ri es : P ro je ct io ns  o f Pro du ct io n an d Con su m pt io n to 1990 . Res ea rc h R ep ort  3, De cemb er 197 7.5 U .S. D ep ar tm en t of  A gr ic ul tu re , For ei gn  A gri cu lt ura l Se rv ice , Fo re ign A gri cu lt ura l Circu lar:  W or ld  Gr ain  S it u a ti o n  Out lo ok  fo r 19 78 /7 9,  FG  3- 79  (J an . 26 , 19 79 ),  p. 4.



STRUCTURAL ISSUES

P ote n ti a l oli go po lie s am on g food  and feed  gra in  pr od uc in g co untr ie s an d 
•among co m m er ci al  tr ad e rs  a re  co un te rb al an ce d by mon op ol is tic  en te rp ri se s in  
se vera l co untr ie s ac co un ting  fo r th e la rg est  po rt io n of  im por te d g ra in . To ­
get he r,  g ra in  ex port in g  nat io ns co uld co nt ro l wor ld  su pp lie s and  pr ic es , p a r­
ti cu la rl y  in w hea t and soyb eans . Bec au se  of  di ffer en ce s in  th e ir  econom ic an d 
po li tica l ob ject ives , ho wev er , th ey  ra re ly  pe rf or m  as  an  ef fect ive oligopo ly.  T hei r 
dive rg en ce s a re  ro ot ed  in  th e ir  m ar ket in g  system s,  th e  ef fe ct iv en es s of  whi ch  
are  fr eq uen tly  un der m in ed  by  ou ts id e co mm ercial  an d po li ti ca l fo rces . The  
re su lt  is  no t co m pe ti tion  am on g g ra in  ex port ers  in  th e  con st ru ct iv e sens e of  th e 
term .

On th e  contr ary , th e  ab senc e of har m oniz at io n  in  nati onal export  po lic ies is  
lik ely  to  in du ce  an  in te rn a ti ona l tr ad e  w ar in  tim es  of  su rp lu s,  ac co m pa nied  by 
pr od uc tio n an d d is tr ib u ti on  di sloc at io ns . Und er  a se tt in g of gy ra ti ng  co mmod ity  
pr ices , sc arc it ie s an d sk yr oc ke tin g in flat io n pr ed ic ta bl y en sue. The  cli mb up ­
w ar ds in pr ic es  a nd do w nw ar d in su pp ly  in la rg e p a rt  m ay  be e xag ger at ed  t hro ugh 
an  in ev itab le  ra tc h e t ef fect cr ea te d  by  co un te rp ro duct iv e nati onal po lic ies . W ith 
such  a sc en ar io  a la 1972. th e m ai nt en an ce  of  an  eff ec tiv e su ppli er s’ ca rt e l is 
un lik ely w ithout any sa vi ng s from  th e  br ea k- up  pa ss ed  on to  co ns um er s or 
prod uc er s.

A st ru c tu ra l oli gopo ly does ex is t, ho wev er , in  th e  p ri vate  se ct or  am on g gra in  
ex po rt er s.  The  nu m be r of  co mpa nies  invo lved  in  han dling th e w orld’s m ajo r 
sh ar e of  g ra in  tr ansa cti ons had  dw in dled  to  six . The se  co mpa nies  which  m ak e 
up  th e ex is ti ng  oli gopo ly,  no t on ly do m in at e co mmercial  gra in  m ar ket s,  bu t pl ay  
an  in cr ea si ng ly  im port an t ro le  in  g ra in -r ela te d  se ct or s as  we ll. T his  tr end  is  ex ­
pl ai ne d by  th e hi gh  leve l of  vert ic al an d hori zo nta l in te gra ti on  in th e  in dust ry . 
T he ir  pr es en t siz e an d ope ra tions  ra is e  qu es tion s ab out th e ro le  of  p ri vate  fir ms 
in se rv ic in g do m es tic and wor ld  re quir em en ts  in foo d an d fee d gr ai ns . The  p ro f­
it ab il it y  of  th e gra in  tr ad e  de pe nd s upon  pr ic e in st ab il it y  an d su pp ly  ir re g u la ri ­
tie s. Ve ry  fr eq ue ntly , th e  m aj or gra in  tr ad in g  ho us es  ha ve  he ig ht en ed  di ff er ­
ences in  na ti onal ap pr oa ch es  to  pr od uc tio n,  m ar ke ting , an d d is tr ib ution . N otw ith­
st an din g th e  eff icienc ies  th es e co mpa nies  off er,  th e ir  in te re st s ra re ly  co incide  
w ith go ve rn m en ta l ef fo rt s to  ac hi ev e g re a te r st ab il iz at io n  an d se cu ri ty .

M on op ol ist ic im port in g  ag en ci es  like th e  So viet Union ’s E xportkhle h  or 
C hi na 's  Ceroi lfo od s do  n ot yet ha ve  th e po wer  to  des ta bi lize  in te rn a ti ona l m ark et 
co nd iti on s ov er  an  ex te nded  pe rio d of  tim e,  but th e ir  sh ort -t er m  im pac t is  sig­
ni fica nt . So viet gra in  purc has es  in 1972 an d ag ai n in  1974 a re  th e m os t d ra m ati c  
re ce nt  ex am pl es  of  ho w su ch  an  org an iz at io n ca n p re c ip it a te  c ri se s which  ex te nd  
fa r  bey ond no rm al  bou nd ar ie s of  t he  m ar ke tp la ce . W ith p ri va te  t ra d e rs  e xe cu ting  
th e ir  purc has es  a t fa vora ble  pr ices , th e  USS R w as  ab le  to  sip ho n off en ou gh  su p­
ply  to  ca us e pr ic es  on Amer ican  an d wor ld  m ark ets  to  sk yr oc ke t. The  la rg er 
th e de man d which  th is  kin d of  im po rt in g mo nopoly co mman ds , th e  w id er  it s 
im pa ct  on th e  m ar ket . C urr en t tr ends su gg es t th a t th es e st a te  en te rp ri se s are  
ex pa nd in g and in te g ra ti ng  th e ir  op er at io ns , giving  th em  a fi rm er  ho ld  on th e ir  
do mes tic  econom y an d po te nti al ly  a g re a te r influ en ce  on ag ri cu lt u ra l co mmod ity  
tr en d s wor ldwide.

OBJECTIVES

(1 ) Fo nd  se cu ri ty .— All co unt ri es  sh ou ld  be ab le  to  have acce ss  to  a n adeq uat e 
lev el of  foo d g ra in s a t a ll  tim es . Co ns um pt ion re qui re m en ts  sh ou ld  be  re vi ew ed  
to  in clud e eq ui ty  co ns id er at io ns  whe reby  th ere  is  g re a te r av ai la bil it y , d is tr ib u ­
tio n an d u ti li za tion  f o r g re a te r nu m be rs .

(2 ) Fond st ab il iz at io n.— Pro duc er s an d co ns um er s ga in  from  foo d an d fee d 
gra in  pr ices  which  a re  st ab le  an d non-i nfl a ti onary ; ot he rw is e gra in  su rp lu se s 
or sc ar ci ty  ca n pr od uc e th e sa m e re su lt s— wide sw ings  in  pr ices , d is ru p ti on  of 
m ar ke ts , an d co ns eq ue nt  m isal lo ca tion  of  p reci ou s re so ur ce s.

(S) In cr ea se d pro ducti v it y  fo r LD C’s.— To  clo se  th e ga p be tw ee n su pp ly  an d 
de m an d ov er  tim e,  LD Cs  w ill  ha ve  to  mo ve to w ar d g re a te r ag ri cu lt u ra l sel f- 
suff icie ncy . Fo od  im port s m ust  be  sy nc hr on ized  w ith co mpr eh en sive  ag ri cu lt u ra l 
pr od uc tion  pr og ra m s w ithin  LD Cs.

(4) H ar m on iz at io n o f m ark eti ng  sy st em s. — U nl es s m ar ket in g  sy st em s in  th e 
pr in ci pa l im po rt in g an d ex port in g  st a te s become  mor e un ifor m , go al s 1-3 w ill  be 
ex trem el y dif fic ul t to  achiev e.



ROLE OF TI IE  UNITED STATES

Th e U.S.  is th e w or ld ’s la rg es t ex port er  of  gra in s an d soyb ea ns . In  m ar ket in g  yea r 197 7/78 it  ex po rted  ap pr ox im at el y 53 per ce nt  of  to ta l w he at  an d co ar se  gra in  ex po rt s an d he ld  44 pe rc en t of wor ld  stoc ks  in  gra in s. 0 In  w he at  an d w hea t flour,  U.S.  ex por ts  ac co un ted fo r a t le as t 43 per ce nt  of  to ta l ex po rt s,  39 per ce nt  of  to ta l ex po rts, 39 pe rc en t of  sto ck  an d on ly 15 pe rc en t of  pr od uc tion .7 Equ al ly  im port an t is  th e fa ct  th a t th e Uni ted S ta te s is th e wor ld 's la rg es t co mmercial w hea t ex po rt er  as  we ll as donor. In  pe rc en ta ge  te rm s.  73.5 pe rc en t of  it s to ta l w hea t ex po rt s fo r 1975 were co mmercial  an d 10.7 per ce nt  un de r PL  480 an d s tr a ig h t g ra n t pr og ra m s. 8 LD Cs  ac co un ted fo r th e  la rg est  sh are  of  U.S.  co mmer­cial  sa le s—49.9 pe rc en t.8

Th ese st a ti st ic s un de rl in e th e fa c t th a t th e  U.S . is  th e pre em in en t fo rce in  th e wo rld  gra in  m ar ket  on th e supp ly  sid e. LDCs to get her  ar e  th e la rg es t gr ou p of bu ye rs . N ot w iths ta nd in g th e ir  low inc om e lev els, th ey  wi ll im po rt  w hat ev er  th e ir  needs a re  no m att e r w hat th e pr ice.10 In  tim es  of  food gra in  sc ar ci ti es  re su lt in g  in sp ir al ling wor ld  pr ices , th e ir  fo re ig n ex ch an ge  ex pen diture s fo r gra in  im po rts wi ll incr ea se . The y will  th en  fa ce  co st -pus h in fl at io nar y  ef fects  in th e ir  own eco nomies.  W ithout re liab le  ex te rn al su pp lie s a t no n- in flat io na ry  pr ices , ef fo rts  to  st im ula te  an d ass ure  a m ar ket  fo r loc al pr od uc tion  will  al so  lie ha m pe re d.For  bo th LD Cs an d develope d co un tr ie s,  th e U ni ted S ta te s is  th e la rg est  so ur ce  of  supply.  I ts  ex po rt  sa les, th er ef or e,  det er m in e in te rn ati onal gra in  pr ices . The re  ar e.  as  a re su lt , on ly m ar gi na l di fferen ce s in o th er su pplier s’ an d th e Uni ted S ta te s’ ex po rt  pr ices . Mo reo ver, gra in  pr ic es  wor ld w id e are  peg ged eit her d i­re ct ly  or  in di re ct ly  to  U.S. ca sh  an d fu tu re s pr ices . Th e U ni te d S ta te s can. ac ­co rd ingly. do  mo re  to ef fe ctua te  ch an ge  in ke ep ing with  food se cu ri ty , st ab il iz a­tio n,  eq ui ty , an d m ar ke ting  har m oniz at io n  ob ject iv es  th an  an y o th er co un try.
PLA N OF ACT ION : U.S . AND MULTILAT ERA L IN ITIA TI VE S

U ni te d S ta te s
(1 ) H ar m on iz at io n of  it s m ar ket in g  sy stem . Th e U ni te d S ta te s shou ld , giv en th e st ru c tu re  of  th e gr ai n tr ade, ta ke le gis la tive  an d re gula to ry  st ep s wh ich  wo uld  ch an ge  th e ro le  of  th e  p ri va te  se ct or as  ex po rt er s.  A m aj or re fo rm  pr o­gr am  m us t in clud e th e fol lowi ng  :
(A ) E st ab li sh  an  ex po rt  lic en sing  sy st em  whe reby  co mpa ni es  (p ri va te  an d co-op) wo uld  re gis te r w ith  (he U.S . go ve rn m en t as  au th or iz ed  ex port er s of  U.S. gr ai n.  Lice nses  wo uld  be  issu ed  a t an  ad ju st ab le  fee ba si s as  a fu nc tion  of  ma rket,  pr ices  a t home  an d ab ro ad . Rev en ue  de rive d from  fee pa ym en ts  wo uld  be  used  to  pa y fo r th e adm in is tr a ti on  of  th is  an d oth er  p a rt s of  th e prog ram. R eg is tr at io n would  in clud e th e im ple m en ta tion  of  a new.  co mpr eh en sive  ex po rt  sa le s an d sh ip m en t re po rt in g sy ste m. T his  lic en sing  an d re port in g  sy ste m would  be de sig ne d as  a su bst it u te  to  th e  p re se n t e rr a ti c  an d ine ffi cie nt ex por t co nt ro l syste m.
(R ) T ig ht en  ov er sigh t an d re gula tion  of  comm od ity  m ar ke ts . The  Co mm od ity  F u tu re s T ra d in g  Co mm iss ion  (C FTC ) is ham st ru ng  in it s  abil it y  to  mon ito r an d re gula te  tr ad in g  or  ex ch an ge  tr ansa cti ons under  it s ju ri sd ic tion . I t is al l too  of ten in th e po si tio n of  re acti ng  to  m ark et d is ru ptions ra th e r th an  pr ev en ting  th e ir  oc cu rre nc e.  If  he dg ing has an y co mmercial  u ti li ty  re la te d  to  redu ci ng  ri sk s fo r bu ye rs  an d se lle rs , th en  i t  m us t be co nd uc ted under  th e  le as t re st ri c ti ve ci rc um stan ce s.  The  ro le  of  go ve rn m en t shou ld  be to m ain ta in  co nd it io ns  wh ich  in fu se  re la ti ve pr ic e st ab il it y  an d re li ab il it y  in  th e m ar ket . Hed ging  ac tivi ties  id ea lly shou ld  tend  to  lev el tr end  line s in  pr ices . How ev er , th e  te m po ra ry  h a lt  in  M arch  w he at  tr ad in g  an d th e H un t ca se  in soyb ea ns  dra m ati ze  th e in ad eq ua­cie s in th e  cu rr en t sy ste m. A t th e  mom ent, th e  ex ch an ge s do  no t pr ov ide in a co ns is te nt  fa sh io n th e  ad dit io nal re li ab il it y  an d st ab il it y  which  they  co uld pr ov id e giv en th e pro pert.v gui da nc e an d ov er sigh t. The  CF TC  st il l lack s re qui­si te  au th ori ty  an d ex per ti se  to  exe rc ise th is  rol e.

« I bi d. , p. 2.
■ I but.
’’ U.S. Den nr tm en t of  A gr ic ultur e,  Ec on om ics . S ta ti st ic s an d Coo pe ra tiv es  Se rvi ce.  W he at  S it ua ti on , W S- 24 7 (F ebru ar y  19 79 ), p. IS.» I bid.
30 R es ea rch ha s es ta bl ishe d th a t LH C deman d fo r w hea t is  re la tive ly  in el as tic.  R ef er  to r  Lan ce  Tay lo r. A le xa nd er  H. Sar ri s,  an d Ph il ip  C. Abb ot t, Grain  Res er ve s,  Em er qe ne y Re- HeJ, an d Food A id  (W as hi ng to n,  D .C .: Ov erseas  Dev elop men t Co un cil , 19 77 ),  p. 32.



At pr es en t, a m aj or wea kn es s of th e  CFT C is th a t it  has no  m ea ns  of  mon i­
to ri ng  ca sh  m ar ket s.  In  th e ab se nc e of  re gu la tion  ca sh  m ark ets  ha ve  become 
ju s t as im port an t as  fu tu re s m ark ets  an d po te nt ia lly  th e  mo st co stl y from  th e 
po in t of  vie w of  th e Amer ican  co ns um er  an d fa rm er . For ei gn  tr ad e rs  us in g U.S . 
co mmod ity  ex ch an ge s are  no t su bj ec t to  th e sa m e re port in g  re quir em en ts  as  
a re  Amer ican  tr aders . An in it ia l re por t of  th e Adv iso ry  Com m itt ee  on  Export  
Sal es  Rep or ting  to  Sec re ta ry  B er gl an d.  dat ed  Feb ru ary  15. 1979. reco mmen de d 
th a t al l firms  sh ou ld  be su bj ec t to  th e sa m e re port in g  pr ov is io ns .11 F urt her m ore , 
th e Co mm od ity  F u tu re s T ra din g Co mm iss ion  sh ou ld  re quir e  co m pa ra bl e un i­
fo rm  in fo rm at io n on tr ansa cti ons in U.S. co mm od ity  ex ch an ge s.

Th e pr es en t tr end  to w ar d der eg ul at io n in U.S.  comm od ity  m ar ket s sh ou ld  be 
re vers ed : (a ) Sp ec ul at iv e lim its , re ce nt ly  re sc inde d,  sh ou ld  be re st or ed , (b ) 
D is tinc tion s be tw ee n he dg ing an d sp ec ul at io n shou ld  be tighte ned , (c ) Mech­
an is m s fo r qu ot in g da ily pr ices  shou ld  be  fo rm al ized , (d ) New  cri te ri a  sh ou ld  be 
es ta bli sh ed  to  de te rm in e bon a tide tr ansa cti ons an d pr ice ca te go ries , (e ) P ri nc i­
pa l re sp on sibi li ty  fo r dis se m in at in g pr ic e in fo rm at io n sh ou ld  be as su m ed  by  a fe der al  agency.

(2 ) E st ab li sh m en t of  a do mes tic  foo d ba nk  in  an ti ci pat io n of  an  in te rn ati onal 
coun te rp art  in st it u ti on . Th e mec ha ni sm s fo r such  an  in st it u ti on  will  be  de­
sc ribe d in  det ai l in a fo rthc om in g st ud y,  bu t th e  gen er al  pr in ci pl e wo uld  be to  
op er at e ac qu is it io n an d sa le  pr oc ed ur es  in co nf or m ity  to a pr ice ba nd . The  pro ­
gra m  wo uld be de sign ed  to  repl ac e th e cu rr en t U.S . ag ri cu lt u ra l loan , ta rg et,  
se t-as id e re se rv e pr og ra m s.  Be ca us e it  wou ld  gen er at e it s ow n re ve nu e,  it  
wou ld  be l es s i nfl at io nar y  th an  th e cu rr en t prog ram.

(3 ) Refor m th e fo re ig n as si st an ce  pro gr am  so th a t fo re ign ai d sh ip m en ts  a re  
dr aw n fr om  th e  do mes tic  foo d ba nk . The  pu rp os e wo uld  be to  se para te  fo re ig n 
aid  from  do mes tic  ag ri cu lt u ra l pr od uc tio n an d pr ic in g co ncern s. I t wo uld  lin k 
food  aid  mor e d ir ectl y  w ith  ag ri cu lt u ra l pr od uc tion  in ce nt iv es  in  re ci pi en t co un tr ie s.

(4 ) T erm in ate  al l b il a te ra l gra in  ag re em en ts  in  fa vor of  a dom est ic /i n te rn a- 
ti onal foo d ba nk . By  de fini tio n b il a te ra l ac co rd s pr ov ide pre fe re n ti a l tr eatm ent,  
us ua lly a t th e  ex pe ns e of  th os e wh o ne ed  gra in  on re as on ab le  te rm s th e mos t. 
The y d is to rt  th e m ark et an d do mor e to  so lid ify ineffic iency an d in eq uity  th an  
th ey  d o to  c ontr ib u te  to  g en er al  food  s ec uri ty  an d st ab il it y .

In te rn ati onal
E st ab li sh m ent of  an  in te rn ati onal food ba nk  styl ed  a ft e r th e  In te rn a ti ona l 

M on et ar y F und fo r food an d feed  gr ai ns . M ec ha ni sm s fo r th is  in st it u ti on  will  
al so  be ou tl in ed  in  det ai l in a fo rthc om in g stud y,  bu t in ge ne ra l th e in s ti tu ti on  
wou ld  as sign  tr anches of  g ra in  fo r part ic ip a ti ng  co un tr ie s.  D ra w in g quot as  
wo uld be  c al cula te d  on a se t of  c ri te ri a  wh ich  id en ti fy  w el fa re  an d hum an it a ri an  
ne ed s as  well  as ef fecti ve  de man d.  “D ep os its” wo uld  be in th e fo rm  of  gra in , 
st or ed  an d he ld  in re se rv e a t fixe d loca tio ns . Ju s t as  gold w as  stor ed  under  th e 
gold ex ch an ge  st an d a rd  in F o rt  Kn ox,  ea rm ar ked  fo r in di vi du al  co un tr ie s,  one  
a lt e rn a ti v e  is  to  st ore  th e  gra in  in  su rp lu s region s. The  lo ca tio n of su ch  re se rv e 
wo uld in no way  a ffec t a cc es sibi lit y fo r part ic ip a ti ng  co un tr ie s.

To m ain ta in  “d ep os its” a t fixe d quan ti ti es , ac co un t w ill  be ta ke n of ch an gi ng  
va lu es  i n co nv er tibl e cu rr en ci es . A food tr anche w ill,  th er ef ore , be bo th  a  cu rr en cy  
an d co mmod ity  qu ot a to  en su re  th e dua l ob ject ive of  food  se cu ri ty  an d st ab il iz a­
tio n.  The  fi rs t tr anche will  be la rg e enough  to al low fo r co nd iti on s of  d is ast e r 
an d hum anit ari an  re lief .

E xport er s of  Fo od  B an k gra in s m us t becom e re gis te re d  ag en ts  of th e  Ban k.  
G ov er nm en t en te rp ri se s han dli ng  gra in  sh ip m en ts  will  al so  ha ve  to  re gis te r.  
F a il u re  to do so w ill  d is qu al if y  a co un try fro m part ic ip a ti ng  in B an k- or ig in at ed  tr an sa ct io ns.

Thi s sy stem  is conceiv ed  as  a su bst it u te  fo r cu rr en t in it ia ti ves on a ne w w hea t 
ag re em en t. Sho rt  of  th is  pl an , it  is  rec om me nd ed  th a t th e  U.S . in it ia ti ves ta ke  
pr ec ed en ce  ove r an y such  m ult il a te ra l re se rv e ac co rd .

11 Report of the Adrinory Committee on Rrport Sale t Repor ting to Secre tary  of Agri­culture, Rob Rergland. Feb. 15, 1979, (Draf t Report),  p. 15.
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