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Tradeand Agriculture:
A Governor's Perspective

Governor John Carlin

Severd yearsago, it would have been unusual and perhapseven out
of placefor agovernor to beaddressingagroupon thetopicd interna
tional trade. Trade was a federd issue. Governorsdealt with matters
insidetheir borders. Interregional,let aoneinternational, perspectives
weresdldomd concern.

Today, however, we live in a competitiveage with an international
economy. Thosed usin the states are deeply affected by trade deci-
sionsmadeboth in Washingtonand in other world capitals. Wecan no
longer afford tosit by and let those decisions be made without our in-
put or our action. Wemay not beableto writetrade palicy, but we can
helpinfluenceit by participatingin the processand by unilaterally tak-
ing actionsthat accomplish something positivefor our states.

We have a responsibility to remind federd policymakersthat in a
federd system theimpact of national policieson statesmust beconsid-
ered. Asstates havestruggled with difficult economic timesand reve
nue challenges, governors have become more vocal on national
economic policy issues. Oneissueat thetop o thelist istrade.

We havefound from persona experience that thereare world mar-
ketsto beopened and that we can open them. We can introduceother
countriesto the commaodities, products, and services our states pro-
vide.

For example, during the past year alone, governorshaveled a record
number of trademissionsabroad. Wehavemet withinternational lead-
ersinour statecapitalsand we haveheardfrom the Japaneseambassa:
dor to the United States, seven Canadian provincid premiers,and the
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chairmandf theCommissionon Industrial Competitivenessat the Na
tional Governors Associationsummer meeting.

But aboveand beyond dl thisactivity,asa governor o a Midwest-
ern state that is heavily dependent on agriculturefor its livelihood, |
have developed a growing concern about U.S trade policy and the
larger pictured the U.S economy that it affects.

It isclear that agricultureissuffering becausethe budget deficit has
helped produce not just high red interest rates but an overly strong
dollar abroad, thus reducing our competitivenessas marketersd agri-
cultural commodities. In another sense, it is suffering because of a
trade palicy that has not recognizedthe new demandsd international
competition and hasvictimized our economy asaresult. And it issuf-
fering because past mistakes, such as embargoes, have resultedin lost
markets.

The bottom lineis that we in the Midwest are still waiting for the
elusiveeconomicrecovery othershaveexperienced. But wearenot just
waiting, weareal soseeking sol utionsto our economicwoes. Insofar as
theagricultural economy isconcerned, increasing our exportsisa mar-
keting god for usall and much is being done. While additional trade
would influence commodity prices, it is not the only answer. That is
basically the perspectivel want to takeas| addressthe topicof "Trade
and Agriculture: A Governor's Pergpective”

Spexificaly, | want toexploretwoaress. First, | want toexaminethe
realities we must accept as we develop future trade palicy. Second, |
want to suggest actionsthat need to be taken at both the federal and
state levd to improvethe agricultural economy and increaseour share
o worldtradein thisarena

First, consider the redlities. Onedf the most important redlitieswe
facein consderingagricultural trade is that exports today are crucial
totheoverdl well-beingdf theagricultural sector. We havegeared upin
that directionfor years. Exportsaccount for 25 percent of our agricul-
tural output. Oneacreout of four of U.S farmland currently produces
for export. U.S farmersfeed millions, and not just in underdevel oped
nations. The Japanese,for instance, import over 50 percent of thecalo-
riesthey consume, with 95 percentof soybeanand 60 percentdf wheat
importscomingfrom the United States.

Theresultisthat agricultural exportsare not only vitd to the agri-
cultural economy asit is now structured but that grain exportsin the
past haveoffset the U.S. tradedeficit by asmuchasonethird. It isalso
aredlity, becaused theinternationalizationdf agriculture, that many
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look to exports as the panaceafor the recent economic crissin the
Farm Bdlt. But thetruthisthat it will not and cannot bethe Midwest's
sdvation. Thereareother redlitiesthat prevent that from happening.

Oned thosefactsd lifeisthat we areexperiencingasteady decline
in markets, and thereislittle hopeof recoveringmany'that have been
lost. In 1981, we had 61 percent o theshared total world agricultural
markets. That figurehasdipped to 50 percent. | n wheat exportsalone,
we suffered a 36 percent lossaf the market share between 1981 and
1985. Whilewe used tocount on oneout of threekernelsaf grain being
exported, that number issteadily beingreduced. At the sametime, our
production has not been curtailed.

And while agricultura commodities once offset trade deficits as
much as one-third, the steady declinein markets—at the same time
our overdl tradedeficitshavegrown—has meant that the overall econ-
omy hassuffered as agriculture has suffered. Thisisa redity too few
understand, just astoofew Americansfully appreciatethetotal contri-
bution agriculturemakesin termsdf jobs, general economic activity,
and consumer benefits.

But just as making that point clear isdifficult, changing the down-
ward trend will not be smple either. We cannot easily undersell our
competitorsasaway o buying prosperity for our country's farmers.
For example, Argentina and Brazil havefilled a gap created by our
grain embargoes and a deficit-induced strong dollar abroad. Those
countrieshavesignificant debts,and their agricultural exportsareone
of the primary meansof securing hard cash to pay their debts. They
cannot afford to be undersold.

Likewise, the EuropeanCommunity hasinvested heavilyinagricul-
tural export programs. We cannot expect them to make unilateral
changes that alow us to jJump in and reclam markets they have as
sumed.

Infact, we must admit that our competitivenessasaworld trading
partner has been declining steadily in the aggregate for the past two
decades. It isunrealisticto believe that our tradedeficitsand, in some
cases, lower productivity than that of our trading partnersarea result
of their actions. We must assumesomedf the responsibility and seek
solutionsbased on our past errors.

John'Y oung, whochaired the President's Commissionon Industrial
Competitiveness,told the nation's governorsin August that weare ex-
periencing problems because international trade has not been a na
tional priority. Until we takea comprehensivelook at trade policy and
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accept thefact that our unilateral trade actions hurt us, wewill inflict
damagethat isirreparable.

For toolong, thosedf usinterestedinagricultural trade have viewed
the European Community asatradeenemy. But after visitingwith rep-
resentativesd the European Community whilein Europelast month,
| havecometo redizethey takeasimilar view o us.

Whilethere, | had an opportunity to talk with Graham Avery, who
will beon your program tomorrow, with Frans Andriessen, the Com-
missoner d Agricultureand Vice-Presdentd the European Commu-
nity, and with Jacquesde Bohan, an agricultural cooperativeleader in
France. In those discussions, | learned there are many pardlds be
tween our agricultural sector and their agricultural sector. Both areso-
phisticated and tend to overproduce. Their subsidiesare asimportant
to maintaining their agriculture as our subsidiesare in maintaining
ours.

If tradeisto makea pogtive contribution to this nation’s economy,
we must seek solutions based on redlities. The bottom-line redlity in
termsaof our competitorsisthat they are not going to goawvay. e have
to find waysto share the world market more profitably. And that can
bedoneonly by takinga new approachtoal U.S tradepalicy. Because
we have become less competitive, we have chosen to protect rather
than tocompete. It istimeweget beyond the political rhetoricon both
sdesdf thetradinggameand lay thecardson the tableobjectively and
honestly.

So what specificaly must we do? At thefederd levd, we must re-
vampour total trade policy with the notionthat wearegoing to haveto
compete. Protectionism will not serve usin thelong term.

We need to takea look at our organizational structurefor develop-
ing trade palicy and search for a better mechanism than the splintered
approach we take now. Thiswould benefit agricultural as wdl asover-
all trade.

Wea so need tolook at tradelegidationaswdl asthe programstied
to it to make sure we remove obstaclesthat prevent our taking full op-
portunity to compete. Thisisimportant whether weare talking about
export financing or better information about foreign markets.

Theworld economy isinterdependent, and it istimewe operated on
theinternational scene with an acceptanced that fact.

Thetimeisripe. The pressureisgrowingin thiscountry to dosome:
thing about our trade deficit and our growing agricultural surpluses.
At thesametime, thereismountingconcernin the EuropeanCommu-
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nity, for example, about their costly agricultura programsand how
much longer they can afford them. There is no doubt that dialogue
rather than controlscould profit both sdes. And because we have mu-
tual concerns, | bdievewewould profit more by working together than
by casting aspersionseach other's direction.

Likewise, thetotal tradepolicy impactson eachindividua commod-
ity or product. That iswhy talk of afreemarket for agricultureisnoth-
ing morethan talk. When textilequotaswith Chinaaffect wheat sales,
there is no free market. And when Congressapproachestrade policy
from the perspectivethat ‘you buy morefrom usor we will buy less
from you; thereis nofree market.

It is clear that a strong, comprehensive trade policy developed
through international give and take can help agriculture, but that is
not enough. We need a healthy agricultural economy so that develop-
ment o future agricultural trade policy does not have to take place
with the view that it must be the bail out Strategy.

A hedlthy agricultural economy will not exist unlessthereisasignif-
icant reduction in the deficit. As long as the dollar remains overly
strong, we cannot be competitive with-our agricultural products. In
fact, al export industrieswill benefit from deficit reduction. And their
subsequent contributionsto an improved economy will have a spill-
over effect on agriculture.

Fortunately, there is a growing consensus that deficit reduction
must beatop priority in Washington. John Y oung's commission made
that point clear. The nation's governorshavesupported that policy po-
sition for the past two years. Even Secretary of Agriculture Block
stated as much in agpeech at the KansasState Fair in September.

But despite that consensus, nothing seems to be happening. We
elected a President in 1980 who campaigned on a balanced budget
platform. Five years|ater, we have that administration asking for the
debt ceilingto beraised to $2 trillion. That is hardly deficit reduction,
much lessa balanced budget.

We have a Congressthat saysit wants to balance the budget, but
even the latest scheme to do so, the Gramm-Rudman Act, has target
datesthat will postponemost actions until after the 1986 elections. If
that isthe case, weareat least two yearsaway fromany kind of relief
that will affect international markets. U Sagriculturecannot affordto
wait that long.

Inasense, our failureto act on thedeficit isanother formof protec-
tionism because our deficit affectsinternational exchange rates. And
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whether protectionist policiesare overt or result from domestic fiscal
policy, the result is the same—we are not enhancing our export posi-
tionintheworld.

Thedollarisnot theonly issueregardingagricultural exports. Relia
bility isanother. We need to removeagriculture toevery extent possible
from the arsenal of foreign policy weapons. As we have found from
past experience, in both Republican and Democrat administrations,
embargoes are not an effective tool. In fact, we have inflicted more
damageonour farmersthan we haveon those wesought to reprimand.

And when we think about reliability assuppliers, we cannot limit
our thinking tointerruptionsin suppliesbecaused foreign policy deci-
sions. We must also be concerned that our dependability is not im-
paired by our production methods. We need afarm policy that allows
usto protect our soil and water resourcesand ensuresthat wewill bea
reliablesupplier not just today but 30 or 40 yearsdown theroad.

The importance of thisfactor in trade became clear to me when |
met with agricultural leadersin Japan, acountry that reliesheavily on
our food exports. They were not worried as much about embargoesas
they were that we were allowing our cropland to be damaged to the
point we could not meet their future needs—a dant on soil and water
conservation that we do not traditionally think of.

But regardlessdf what we do with agricultural trade or reliability
factors, we cannot overlook the impact of overall farm policy on
farmers' ability tocompeteand profit. If afarm policy isnot framedto
alow some stahility for the producer, it will bedifficult, if not impos
sible, tocompetein theexport markets.

For too long, our farm policy has been short term and often crisis
oriented. Personally, | believenofarm program can work for a capital-
intensive, export industry if it does not provide for stability and long-
range planning capability. Under current practices, many programs
smply do not have an opportunity to be effective before they are
changed.

Agriculture is the only major industry that government does not
alow to plan for itsfuture. 1t used to be we had a four-year farm pro-
gram, but as you know, in recent legisation—with the discretionary
power givento the Secretary of Agriculture—we have had inessencea
year-by-year policy. And the prospect for getting anything better out of
the 1985 Farm Bill isfading rapidly.

We needto havea policy that allowsfor planning confidence. When
General Motorsinveststo build an auto plant, executivesdo not have
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to worry or wonder about reauthorization of federal industrial policy
every one, three, or five years. Those executives have some degree of
stability from government policy. They know, tosomedegree, what the
chancesaredf makinga profitontheir investment. If they did not, we
would not have had eight months of drama surrounding the Saturn
plant decision. There might not have been a Saturn plant at al. Like
wise, theoil industry does not have to sit around and wait for the ail
depletion allowanceto be renegotiated every four years.

But thefarmer, at best, hasto wait every four yearsfor Congressto
recreate the whed —never knowing whether it will be a square wheel
or round one—even though the previous model might have worked
pretty well. Thefact isthat farmerscannot makesound economicdeci-
sions when there is no certainty in our policy. And over a period of
time, thisinability hast aken itstoll not only on agriculture but on agri-
businessand thiscountry's economy, and it will continueto takeactoll.

Therefore, Congressmust takethe timetostep back and look at the
big pictureof agriculture todetermine what isbest for all commaodities,
for agri-related businesses, for consumers, and for trading partners.
Thequestion, o course, iscan it bedone under our current system of
developingfarm policy?| say no.

That iswhy for the past two years| have been advocating a new
approach to the development of farm policy that would establish a
nonpartisan, broadbased commission to make recommendations.
Such acommission has been recommendedin theformof legidationin
both housesaf Congress. If such a commission becomes a redity, we
stand a better chance of creating a climatein which long-term policy
can bedevelopedand in which the big pictured agriculture, including
theexport side, can beconsidered.

It ismy belief that the development of a stable and reliablefarm
policy isone of the major contributions the federal government can
make to improve our position in the international arena. Unless we
have an agricultural sector that is healthy, we cannot take a realistic
view of theroledf tradein that sector.

As a footnote to what the federal government can do to improve
agricultural trade, | would suggest that thefederal government update
the practicesof the U.S Department of Agriculture. We producehigh-
quality productsand a wide variety of agricultural commodities. Un-
fortunately, weare not alwayssuccessful in redlizing thefull potential
of our production.

For example, a new variety of wheat, ARKAN, was developed in
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Kansas. This variety combined the characteristicsof hard red winter
whest and soft wheat for amoreresilient, higher yieldingproduct. The
federd classfication process, which utilizes visud classification, re-
sultedin ARKAN sometimes being classified asa soft wheat, thereby
reducingitsvaue. Theoutdated andarchai cfederal inspection process
has, in thiscase, hampered our farmers ability to benefit from techno-
logical advances. I n fact, such federa policies haveinhibited our sales
potential abroad.

Another significant problem isour apparent inability to deliver the
quality of product our customersthought they were purchasing. Buy-
ing teamsfrom countriesthroughout the world havetold methat the
product delivered was not the product they paid for.

Somesay the problemiswith thefederal grading process. Otherssay
it isamisunderstandingwith buyers. Regardlessdf whoiscausingthe
problem, wemust doall wecan tocorrectit becausetheruleinall com-
merceis'the customer isright.” In thistime df intensecompetitionfor
agricultural trade, we cannot afford to be lax in our concernsfor cus
tomer satisfaction.

Further, thereshould bea concerted effort to actively promote our
agricultural products abroad. While we have often concentrated on
grain sales, thereare other commoditiesthat can be introduced to our
trading partnersif properly promoted. The concept of "vaue-added”
productsgivesus the opportunity to export our labor valueas wel as
our product value. Thefact is, wecan market our finished or processed
productsas effectively as our rawv commoditiesif we give priority to
such an approach. The timeisright for the federal government to be-
come activein more than grain and flour dealsand begin promoting
crackersand corn chips.

Additionally, because we havecompetition, wecan nolonger expect

, foreign buyersto cometo us. We haveto be more aggressvein market-
ingour products. Timeshavechanged, and unlessour promotion strat-
egies change with them, we will be left further and further behind.
Thosestatisticsl cited previoudy about our lost marketswill only con
tinue to become worse.

Aswe become more aggressveas exporters, stateswill play a more
activeroleon theinternational tradescene. Today, thereare many ave:
nuesopen to statesfor involvement. For instance, statesmust takead-
vantaged their land grant products, for it istruethat the promotion of
va ue-added productscan beginat thestateleve eveneasier than at the
federa level. Researchcan ensure that wecontinueto maintain quality
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productsfor export.

A relatively new ideaisenhancement o tradethrough state export-
financing programsthat provide incentivesfor local producersto be
come involved in trade. Cooperation between agriculture and
economicdevel opment departmentsin thestatescan makethistypeof
system moreeffective.

Along with financial support, those new to theinternational trade
arena need education programs to learn how to become active ex-
porters. Here, governors and state government can play a significant
role.

We can aso play amajor role in export promotion. Weareintegral
toopeningdoorswith potential trade partnershy participatingintrade
missions and indicating state support for private sector endeavors.
Governorscan gain entrance to chambers that business representa:
tivesoften cannot enter on their own.

Cooperation isthe key, and governorscan bethe catalyst in coordi-
nating the efforts of the research community, businesses, and state
government in developing productsfor tradeand in promoting them.

Tradeisno longer theexclusive provinced thefedera government.
Just as there must be cooperation by those within a state to make the
system work, theremust be cooperation between thefederal and state
levels. As| said at the outset, governorsare becoming more voca on
fiscal and tradeissues. And unlessthey continueto do so, the typesdf
suggestionsl have madetoday will not reach thecorridorsaf Congress
whereaction must take place.

Thiscountry does not need to be at a competitivedisadvantagein
the world. As | wastold by a Japanese businessmanat an economic
development conferencel ast week, the United Stateshassome natural
trading advantages that our competitors do not have. We have an
abundance o land, water, ar, and minerals—the rav materials of
production—aswel as relatively inexpensive utilitiesto enable us to
produce. We have excdllent research facilities both in our universities
and in the private sector. We have a stable governmental system. In
short, wearestill aland of opportunity.

What we do not haveisa palicy either for trade or for agriculture
that allowsusto takeadvantageof our natural competitiveedge. Part
o our problem is attitudina —we produced superior productsfor so
long that we are unaccustomed to being challenged. We have not
adapted to thechanging needsand demandsin thecountrieswherewe
do business. We have not looked to see what we can do to tailor prod-
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uctstotheir needs. | nstead, we havetried to get our trading partnersto
adjust to what we are producing. That approach smply will not work
today.

If weareagain to besuccessful asexporters, wemust accept thefact
that changeisinevitable. We should take a seriouslook at recommen-
dationsmade by such groupsas the President's Commissionon Indus
trial Competitiveness. We must acknowledge, as this program does
today, that both thefederal and stategovernmentshavearoleto play in
international trade. And where agriculture is concerned specificaly,
we must beredisticabout the limitationstradewill play in solving our
financia criss.

Thiscountry still hastheseedsfor greatness. But those seedscan be
nurtured only if we accept the harsh redlitiesd the climatein which
they must grow and develop a meansfor them to adapt to the climate.
They can be nurtured only if weapply the proper mix o policiesthat
alow usto becompetitive. Thereare no quick fixes. Just as we cannot
rush a crop, we cannot expect overnight solutions. We must take
actionstoday that arefarsighted.

We can restore our agricultura trade and reduce our balance-of-
tradedeficit overdl if weacknowledge that the economy in which we
operateis now aworld economy and act accordingly.

| want to bdievethat we will find the leadershipfrom individuals,
suchasthosedt you present today, to act on thoseredlities. It isimpor-
tantfor thefutured U.S. agriculturethat wefind away to becompeti-
tive. It iseven moreimportant for our nation's economy that we once
again becomecompetitors.



