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COMMON MARKETS AND THEIR EFFECTS 

UPON AMERICAN AGRICULTURE 

O. B. Jesness 

T. HE assigned subject refers to 
"common markets" rather than to "The Common Market", 
The European Economic Community. However, in view of 
the more extensive development and advancement of the 
latter, this discussion will center attention on it. 

The organizers of the European Economic Community 

(EEC), generally referred to as "The Common Market", did 

not find themselves without guidelines from earlier develop

ments. The example of the United States, a federation of in

dividual states with a central government, a common policy in 

international relations, a common currency, and freedom of 

movement of people and commodities within its confines, 

certainly has encouraged movements for cooperation to at

tain similar ends among other nations. Active military co

operation under unified commands during both world wars 

demonstrated gains to nations from working together for the 

attainment of common objectives. Postwar aids provided by 

the United States under the Marshall and other plans involved 

organized cooperation among the recipient nations. The un

easy peace represented by the "cold war" has encouraged co

operation on the defense front through the Mutual Security 

and other programs. 
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"The Common Market" is not the product of one mind 
as many have contributed to it. If any one person were to 
be singled out for particular mention he would be Jean 
Monet of France. His vision of the gains from united effort 
and his ideas with respect to how to bring them to realiza
tion have spearheaded the development. 

A long step in formal economic cooperation was embodied 
in the Schuman Plan, proposed by the French Foreign Minis
ter Robert Schuman in 1950. The heart of this program is 
the pooling of French and German coal and steel produc
tion under a common authority in an organization open to 
all European countries. The treaty creating the European 
Coal and Steel Community (ECSC) was entered into in 1951 
by six nations — Belgium, France, West Germany, Italy, 
Luxembourg and Netherlands. The arrangement went into 
effect in 1952. The objectives include developing a unified 
market for coal and steel in the six member countries, pro
moting expansion in the economy, facilitating labor mobility, 
and a move towards uniting Europe. The means of attain
ment include abolition of internal trade barriers on the com
modities involved, applying rules of fair competition, and 
guiding expansion by productive investment. 

The ECSC thus established a pattern for intergovernmental 
cooperation in Western Europe. The member nations were 
the same as those which subsequently established the Com
mon Market and the objectives of the two are in harmony. 
A contemporary move to create a European Defense Com
munity did not come into fruition as it was not approved 
by the French Parliament. The idea of additional formal co
operation remained alive. Meetings of the foreign ministers 
in 1955 led to negotiations in 1956 for the organization of 
the European Economic Community (the Common Market) 
and the European Atomic Energy Committee (Euratom). 
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Treaties for the establishment of these were signed in Rome 
in 1957, effective on January 1, 1958. 

These six nations did not have a monopoly on such co
operative undertakings. Seven other European nations — 
United Kingdom, Norway, Sweden, Denmark, Austria, Por
tugal, and Switzerland — followed the lead by establishing the 
European Free Trade Association (EFTA). The numbers 
and locations of the countries have led to the dubbing of the 
Common Market as the "Inner Six" and the EFTA as the 
"Outer Seven". The program and organization of the Euro
pean Free Trade Association are not as comprehensive as 
those of the Common Market. Several members of EFTA 
have taken steps recently to seek to become members of or 
associated with the Common Market. The latter hence is 
the most ambitious endeavor of its kind which has been 
launched up to now. The Latin American Free Trade As
sociation and the Central American Free Trade Association 
manifest interest in trade coordination in other parts of the 
world. Similar moves are under discussion in Southeast Asia 
and among some African nations. However, in the light of 
progress to date it is logical for our discussion to concentrate 
on the Common Market. 

The rapid recovery of Western European countries and 
the favorable rate of economic growth which they have and 
are experiencing have speeded progress of the Common Mar
ket as well as being aided by it. One of the reasons for concern 
over the growth rate in the United States in recent years is 
that it has not kept pace with the rate of growth in some other 
developed countries with which we are in direct competition 
for markets. 

The plans of the Common Market called for the gradual 
elimination of tariffs and other trade restrictions between 
the member countries, to be completed by 1970. Perhaps 
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surprisingly and certainly encouragingly, progress to date on 
this front is well ahead of schedule, at least in nonagricultural 
lines. Reports indicate that by the end of 1961, reductions of 
40 per cent had been arranged in industrial tariffs. Unifi
cation of agricultural policies did not reach agreement until 
recently so the goal here may not be reached as soon as in 
prospect for nonagricultural items. 

During the period 1958 1961, trade within the Common 
Market is reported to have increased by 73 per cent, exports 
to other countries by 28 per cent and imports by 27 per 
cent. While it is not to be expected that such rates of in
crease will be maintained without interruption, starting per
formance on this scale promises well for the future. 

The longer-run prospects for the external trade of the 
Common Market cannot be determined with assurance until 
its policy with regard to such trade comes into sharper focus. 
The Common Market and similar groups elsewhere have a 
choice among alternatives. One choice is that it can take the 
lead in expanding world trade by reciprocal, or at times even 
unilateral, lowering of trade restrictions. A choice on the 
other extreme is to become a bloc with the aim of self-suf
ficiency within its boundaries. The dependencies of the Com
mon Market on supplies from outside and on outside outlets 
for many of its products make it logical to expect that its 
stand will be on the side of trade development, rather than 
restriction. The intent is not to suggest that the elimination 
of barriers within the Common Market will be duplicated 
in the near future with respect to external trade. The unifi
cation of import restrictions of the Common Market should 
be helpful to world trade, particularly if it leads to reduc
tion rather than a general increase. 

How to deal with agriculture presents some knotty problems 
for the Common Market. All of its member countries have 
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farm programs but with wide differences in their provisions. 
A start has been made on unifying these provisions so there 
will be a single program for the entire area. Some Americans 
may regard Europe as being so largely industrial and agricul
ture of such minor importance that coordination in farm 
programs should not be difficult. This is not an accurate 
picture. A report of the United States Department of Agri
culture indicates that over one-fourth of the labor force in 
the Common Market area is made up of farmers. This is 
something which cannot be ignored in development of plans. 
The area has nine million farms, or some two and a half 
times the number in the United States. Obviously, the aver
age size of these farms is much smaller than ours. Over five 
million have only 12 acres, or less, which means that mechani
zation is limited and the dependence on human labor much 
greater. This situation increases the demand for protection 
against imports of competing farm products from countries 
with more efficient farming and lower costs. When viewed 
from the standpoint of comparative advantage, this condi
tion advances arguments for shifting from a policy of high 
protection for some farm products to one of employing re
sources in production in which the Common Market has 
greater advantages. But as demonstrated by our own experi
ences with governmental farm programs a drastic change of 
this nature is not made overnight. The demand for protec
tion of the lines involved may remain persuasive. 

The experiences of two world wars and the serious depres
sion of the 1930's have given decided impetus to fostering and 
expanding food production within the Common Market coun
tries. The comforting security provided by a domestic food 
supply in time of need may continue to weigh heavily in 
decisions on farm policy of the Common Market. Prospec
tive gains in the defensive strength of the Common Market 
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nations may have a tempering effect, particularly if the threat 
of war subsides. 

The depression thirties gave decided impetus to economic 
nationalism and increased agricultural self-sufficiency. Lack 
of export oportunities to provide the means of paying for im
ports provided an important push in this direction. The need 
for protecting shaky financial systems against outside influ
ences and drains played its part. Our criticism of the actions 
of other nations in this period may be tempered if we recall 
the part we played in enacting the Smoot-Hawley tariff act 
in 1930, raising import duties to their highest level. Hind
sight does not give us cause for having pride in the type of 
leadership we displayed by that action. 

The passage of the agricultural marketing act and the crea
tion of the Federal Farm Board in 1929 brought our govern
ment into active participation in farm markets which still 
continues. Hence, we are not in a good position to find fault 
with other nations for their activities in this sphere. These 
programs take on aspects of economic nationalism on the 
grounds that imports cannot be permitted to interfere with 
efforts to bolster the domestic price level. An illustration is 
supplied by Section 22, added to the agricultural legislation 
in 1935, to authorize quotas and other curbs on farm imports 
at any time they threaten to interfere with price supports. The 
farm programs of Common Market members have been in
fluenced by similar considerations. 

The United States has learned from first hand experience 
that a program of price supports or other aids to bolster farm 
income once established is not easily discontinued or scaled 
down. We are handicapped in efforts to get other nations 
to discontinue or modify farm programs which we may view 
with disfavor as long as we maintain programs of our own 
which may not meet with their approval. 
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After extended discussions the Common Market countries 
worked out a general agreement on how to handle their agri
cultural programs. This agreement aims at gradual elimi
nation internally of tariffs and other restrictions on farm pro
ducts in accord with the step taken earlier for other commo
dities; bringing price supports, or target prices, to a common 
level, and authorizing variable fees or levies on some agri
cultural imports to cover the differences between target levels 
and world prices. These variable levies are to shield domes
tic prices against lower-priced imports, a purpose correspond
ing to that of our own Section 22. 

The provision of variable levies is of considerable con
cern to the United States because of its possible effects on 
export opportunities for some of our farm products. The 
implication of this step is that the Common Market intends 
to continue considerable protection for some farm commo
dities. The authorization for varying these levies creates an 
element of uncertainty for the exports of some competitive 
products as we may find ourselves excluded from or decided
ly restricted in a market upon which we have come to rely. 
Unfavorable reaction to this treatment of some agricultural 
products which we export was evidenced in Congress by a 
proposal to incorporate in the trade bill under consideration, 
a provision to retaliate by a restriction on reductions in our 
import duties on goods from the Common Market. 

The variable levies will not affect all farm products. The 
Common Market has no duty on cotton and soybeans so these 
exports, important to the United States, are not included. 
Fixed rates have been negotiated on fruits and vegetables. 
However, the variable levies do apply to some of our lead
ing agricultural exports such as wheat, feed grain, rice, and 
poultry. 

Leaf tobacco presents some special situations. Common 
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Market import duties are being shifted to an ad valorem ba
sis with a range from a minimum of 13.2 cents to a maximum 
of 17.2 cents a pound. These rates will be higher than those 
in force previously, particularly on the higher-price tobacco 
which is important in United States exports. The elimina
tion of internal duties may expand tobacco production in 
Italy. The same may apply to some associated areas such as 
Greece and some African countries. Unless the United States 
can negotiate a more favorable rate, our tobacco exports to 
the Common Market may decline. As these countries have 
taken about 27 per cent of our exports of unmanufactured 
tobacco this is a matter of some importance. 

Our negotiators in their representations to the Common 
Market may be expected to stress the importance to the latter 
of avoiding saddling its consuming population with higher 
prices to encourage production of commodities which lack 
advantages. Boom conditions have brought a return of threat 
of inflation in Common Market countries which should in
crease recognition of the inflationary effects of rising living 
costs. Such effects will show up in wage demands and other 
costs which weaken the competitive trade position of the pro
ducers affected thereby. 

As we know from experience here at home, commodity 
groups seeking restrictions on imports often are a potent force 
which cannot be dismissed lightly when levels of such curbs 
are under consideration. Their interests are specific; the ef
fects on the general public are more indirect and diffused 
although no less real on that account. Anyone who had occa
sion to review the voluminous hearings on the Smoot-Haw
ley tariff bill some thirty years ago must have noted the al
most complete absence of any representation of the interests 
of the consumer. The retort that all who testified were con
sumers is no answer because they were not appearing in that 
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role. Even today, the pressures from producer groups tend 
to be more persistent than those of consumers. 

The variable levies evidently are to be determined on the 
basis of a relationship between target prices of the Common 
Market and the prices at which imports are available. Pres
sures of benefiting producers naturally will be directed at 
getting target prices set at levels favorable to them. T o the 
extent their efforts succeed they will lead to higher levies on 
imports. 

What are the magnitudes of trade with which we are con
cerned here? For the fiscal year 1961, about $1.1 billion of 
agricultural exports from the United States went to Com
mon Market countries. This represented 32 per cent of the 
total of dollar exports of $3.4 billion. The largest items 
were cotton $266 million, feed grain $197 million, wheat and 
flour $120 million, soybeans $118 million, and tobacco $87 
million. In terms of percentages of dollar exports that year, 
Common Market countries took 52 per cent of our feed grain 
exports, 43 per cent of poultry products, 41 per cent of the 
cottonseed and soybean oil, 38 per cent of the cotton, 37 
per cent of the wheat and flour, 36 per cent of the soybeans, 
and 28 per cent of the tobacco. The amounts and percent
ages naturally vary from year to year, depending on produc
tion and volume of exports, but they show conclusively that 
the Common Market plays a very important role. 

The above figures relate to exports for which we were 
paid in dollars, not total exports which are materially larg
er (total of $4.9 for fiscal 1961) because they include non
commercial transactions such as exchanges for foreign cur
rencies, donations and the like. Common Market countries 
are not active recipients of nondollar exports. Dollar exports 
also are a better indicator of actual markets than are the over
all totals. Dollar exports are by no means free of government 
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participation. Important aids are provided for some farm 
products to make them "competitive" in world markets. 
These are cases where price supports raise prices in the Unit
ed States above world levels. Currently, cotton exports are 
subsidized at about 8]f2 cents a pound. The subsidy on 
wheat runs somewhere around 60 cents a bushel. 

The outlook for exports of farm products from the United 
States to the Common Market varies among commodities. 
Prospects also will be affected by any expansion of the Com
mon Market by the admission of other countries. Cotton 
may look forward to a continuing and expanding outlet as 
it is not produced in the present member countries so is ad
mitted freely. Conceivably, situations might arise which 
could create demands for protection of man-made fibers but 
this prospect does not threaten at this time. As suggested 
earlier, tobacco exports may experience some curtailment 
unless more favorable tariff treatment is negotiated. Soy
beans are imported by the Common Market to meet the need 
for the oil and the meal. Continuation and some expansion 
in soybean exports may be expected, particularly if we avoid 
excessive pricing. Any radical easing of tension between the 
East and the West leading to a resumption of trading between 
these areas, in time could lead to increased competition for 
markets in this product. Rapid expansion of soybeans in 
this country points to the possibility of burdensome surpluses 
unless markets keep pace. This prospect puts a premium on 
market development for both soybeans and soybean oil. 

Poultry products represent a relatively minor share of our 
agricultural exports but with the Common Market area tak
ing a large share of such exports. Concentrated efforts to de
velop a market for frozen poultry in parts of Western Europe 
have produced encouraging results. This is essentially a new 
product, or at least a product in a form that is new to that 
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market. Increasing availability of refrigeration and rising 
incomes in Western Europe have aided this program. Some 
tempering of enthusiasm over prospects for future growth 
may be in order. The poultry enterprise is well established 
in Common Market countries and can be expanded and 
adapted to the market preferences which are being created. 
Such expansion and adaptation could lead to protective de
vices to aid them. Producers and processors will do well to 
stress efficiency and quality and to make every effort to re
main competitive if they are to hold their own in this mar
ket. Doing so provides no cure for import restrictions which 
the Common Market might see fit to apply. Reliance will 
have to be placed on the effectiveness of our negotiations to 
keep this market open. 

Wheat, in terms of the relationship of our production to 
available commercial markets, is our outstanding farm sur
plus problem. Stocks on hand would have been far larger 
if it had not been for the volume moved out under P. L. 480 
and other nondollar disposal. For example, of the total ex
ports of wheat and flour in fiscal 1961, only 326 million out 
of total exports of $1.1 billion were sales for dollars. With 
domestic prices kept well above world levels, the dollar ex
ports would not have been possible without sizable subsidies 
at taxpayers' expense. Of the dollar exports of wheat and 
flour, Common Market countries received more than one-
third. 

Wheat ranks high among farm commodities assisted by 
government programs not only here and in Common Market 
countries but the world over. In fact, wheat is a close com
panion of sugar as a recipient of government attention in re
cognition of its vital importance as human food over much 
of the world. No grounds are found for forecasting any 
early or decided shift in the policy of the Common Market 
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which would increase greatly its dependence on wheat im
ports. Nor is there prospect for an increase in its food wheat 
requirements. This is based on the long-time tendency for 
the per capita use of wheat for food to decline as incomes 
rise which is well established in developing countries. The 
decline in per capita consumption of wheat in the United 
States has offset the increase in population so that in spite of 
the considerable increase in population wheat consumption 
in total is about the same as it was a generation or more ago. 
Incomes in the Common Market are expected to rise with in
creasing productivity and lead to further shift in diets which 
will reduce dependence on wheat. 

Target prices for wheat have shown a considerable range 
among Common Market countries so attaining uniformity 
involves raising the target prices of some countries and lower
ing those of others. Over a period of time this should have 
some effect on the distribution of wheat production within 
the Common Market area. Growers who experience higher 
target prices will have their incentives to expand produc
tion increased. The amount of reduction of output in coun
tries where the target level is lowered will vary with alter
natives available to them. Target prices on wheat have had 
the aim of encouraging and maintaining domestic produc
tion and a departure from that objective is not in evidence 
as far as the Common Market is concerned. The prospect 
is that the taiget price will remain well above the level at 
which wheat can be obtained from the outside and that the 
variable import levy will be employed to maintain the dif
ferential. Thus, if wheat is available through imports at say 
$1.75 a bushel and the target price is $2.50, the import levy 
could be expected to be at least $.75. 

Reports indicate that the production of wheat in the Com
mon Market area has provided about 89 per cent of its needs 
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and that this could rise to approximate its total needs in terms 
of volume. Such a development would not necessarily mean 
a complete shutdown on wheat imports because of the need 
for imports of strong, hard wheats for blending with domestic 
wheat for bread making. In turn, however, such an expan
sion could result in the Common Market having some wheat 
for export. The United States likely will not be the primary 
source of high protein hard spring wheat because of the im
portance of Canada as an exporter of such wheat. The op
portunities of disposing of any significant share of the sur
plus wheat held by the Commodity Credit Corporation (CCC) 
by sale to the Common Market appear very limited and are 
not improved by the fact that much of this wheat is not of 
the kind needed for blending with its domestic supply. 

The prospective membership of the United Kingdom in 
the Common Market attracts special attention because of the 
importance of this step, the problems involved and possible 
effects on other parts of the world. Members of the British 
Commonwealth have preferential trade arrangement with 
the United Kingdom. These are especially important for 
such exporting nations as Canada, Australia and New Zea
land which look to the United Kingdom to take a major share 
of their exports of such commodities as wheat, dairy pro
ducts, meats and wool. Tropical countries in the Common
wealth are already doing a large share of their marketing in 
the Common Market nations. The United Kingdom natural
ly would like to continue its trade preferences but the Com
mon Market is reluctant to accede to this because of the 
conflicts this would create in its relations with other nations. 

The Common Market operates on the basis of making the 
specified adjustments within indicated time limits. The same 
idea likely will be followed in adjustments of existing trade 
arrangements within the British Commonwealth if the ad-
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mission of the United Kingdom is consummated. This will 
provide some time for the parties involved to make needed 
adjustments. Understandingly, if agreement is reached, it 
may call for this adjustment during a shorter period than the 
Commonwealth countries would prefer while the Common 
Market may think it is too long. The outcome of the various 
compromises that will be needed will depend on the impor
tance assigned by the United Kingdom to membership and 
how eager the Common Market is to have it. Present indi
cations suggest that both parties stand ready to accept some 
compromises. 

There were hopeful indications that the compromises 
needed for agreement could be arrived at in time for a final 
decision this summer. However, extended negotiations failed 
to reach settlement with the result that entry of the United 
Kingdom has been delayed, if not indefinitely postponed. 
Opinion within the United Kingdom with regard to entry is 
divided. Commonwealth countries understandably view the 
matter from the standpoint of their individual self-interests. 
They cannot be expected to look with favor on any loss of 
preferences which they enjoy in the British market so they 
press the United Kingdom to obtain from the Common Mar
ket binding assurances that their exports will continue. In 
case the United Kingdom does not come to terms with the 
Common Market regarding membership, doubt will be cast 
on the entry of some of the other applicants. The eventual 
consequences of such an outcome go far beyond matters of 
international trade. The effects on the defensive strength 
and hence on the security of the western world might be 
most serious. 

Wheat holds a special place of interest for American agri
culture in these negotiations. An important reason is that 
the United States is geared to produce more wheat than mar-
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kets are available for at this time. Nor can the importance 
of Canada and Australia as sources of wheat be overlooked. 
If Canada has to relinquish its preferential place in the British 
market some of our wheat might have its outlets in that mar
ket improved although the outlook for this is not especially 
promising. The wheat supplies from Canada and Austra
lia will not fade away if they lose some of their advantage 
in the British market. They will show up in added compe
tition for our wheat in other markets. 

One point with respect to wheat is clear. Expansion in dol
lar exports to clear our surpluses and to provide outlets for 
all of the wheat we are equipped to produce is not in sight. 
Even if sizable exports of wheat can be continued on a non
commercial basis at taxpayers' expense, a considerable shift 
of production resources out of wheat to less intensive uses, 
such as grazing, or out of agriculture entirely will have to 
be made. 

Wheat surpluses and wheat exports often are spoken of as 
though all wheat were the same. This is not the case. Wheat 
consists of several different classes, each with its own char
acteristics, uses and markets. Differences likewise are found 
within each class. The surplus situation varies among classes 
and qualities as do export preferences and opportunities. Ad
ministrations and Congress appear reluctant when it comes 
to accepting class differences in farm programs. However, 
they do not disappear on that account. The problem of 
surplus capacity in wheat production will not be solved un
less and until adjustment programs recognize these differ
ences. If we are to retain and expand commercial exports 
of wheat we need to produce the classes and qualities of wheat 
wanted and offer them at prices which will compete. 

Feed grain exports in fiscal 1961 amounted to less than 
half the value of total wheat and flour exports, but were a 
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larger share of the exports for dollars. However, exports of 
feed grain represent a much smaller share of the production. 
The Common Market took slightly more than half of the 
dollar exports. Feed grain may be better situated than wheat 
as far as prospective exports to the Common Market are con
cerned even though the domestic feed production of that area 
increases. While rising levels of living tend to be reflected 
in a declining per capita consumption of wheat the opposite 
is true of animal products. Increased consumption of meats, 
dairy products, eggs, and poultry is to be expected in the 
Common Market area. Such increase translates into more de
mand for feed grains. The result will be added incentive 
for feed grain production within the Common Market but 
some room may be left for modest increases in imports. We 
can seek a share in providing feed grain without fear that 
doing so will infringe on our markets for beef and dairy 
products because these are lines not included among our ex
ports. An exception may be dried milk of which we have an 
excess well above our domestic markets. 

Corn is a feed grain in the production of which we have 
an advantage over many other parts of the world. Outstanding 
technological advances have been made in corn production 
and reports suggest that added ones are on the way. Improved 
hybrids may be adapted to more plants per acre and be cap
able of utilizing more fertilizers with expected increases in 
yields. If so, our comparative advantage in corn production 
may increase. Progress may speed the adoption of continuous 
corn production and lessen shift to grasses and legumes un
less offsetting gains are made in their production. If these 
developments take place our interest in enlarging corn ex
ports will grow because our own livestock enterprises can 
not be expanded sufficiently to absorb increased supplies 
without running into price-depressing surpluses in animal 
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products. Unless export outlets expand, feed grains could 
become as much of a surplus problem as wheat if attractive 
price supports are continued. Corn is primarily a feed grain 
for use on the farm where produced rather than a market 
crop as far as most growers are concerned. Not everyone 
shares the optimism of some Washington circles that corn 
lends itself to effective governmental production controls. 
The answer may be that we will have to back away from 
supports on feed grain. 

What steps can the United States take to help farmers 
establish the best possible outlets for their products in the 
Common Market? One view is that it is up to the Administra
tion to "demand" that the American farmers' "right" to the 
European market be preserved. This view arises from a mis
conception of our status with respect to the Common Mar
ket. We are in no position to issue orders or to enforce de
mands. We will get nowhere by threatening to pick up our 
marbles and go home unless the game is played in accord 
with our special rules. Our hope for results lies in negotia
tions and we need to keep ourselves in a position from which 
we can negotiate effectively with the Common Market with 
respect to markets and trade barriers. No one has a right 
to any market handed down from on high. T o gain and 
hold a market requires production of the kinds and amounts 
of products wanted and at prices which will move them. 

The State Department which has the responsibility for 
taking the lead in international negotiations finds itself at 
times under criticism from some farm groups and others 
because that Department is alleged not to appreciate the needs 
of agriculture. Without in any way undertaking to present 
a brief for the State Department it may be in order to note 
that it represents all of the country, not merely agriculture, 
and that its assignments are not restricted to economic aspects. 
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It needs ever to be guided in attaining a balance between yield
ing and receiving which will best serve the longer run in
terests of the nation as a whole. It is the right and duty of 
citizens to bring to the attention of that Department mat
ters which may appear to be overlooked or given inadequate 
attention. However, in doing so, it is important to remem
ber that what one considers a "right" may be in direct con
flict with what others consider as their "rights." 

Trade negotiations are based on giving as well as receiv
ing. The expiration of the trade agreements act and the need 
for broader approaches made essential new legislation to pro
vide authority and means for negotiations. One of the ap
proaches which our negotiators surely will employ involves 
the application of the principle of comparative advantage. 
The advantages of the Common Market are largely in cer
tain industrial and manufacturing lines and some services, 
rather than in agriculture generally. Their resources will be 
most productive if concentrated in the lines for which they 
have advantages to the extent markets are available or can 
be made available for them. 

Opportunities for economic gains within the Common Mar
ket include some shifts out of agricultural commodities in 
which it lacks advantages into lines where comparative ad
vantage is greater. Such shifts will not take place unless ade
quate markets are available. Our own import policies need 
to be shaped to do their part in making markets available. 
We have no reasons for expecting trade concessions from 
others unless we reciprocate by making our share of conces
sions. 

No purpose is served if we entertain any self-delusion that 
we are absolutely free agents in deciding upon our trade pol
icies. There always are at least two parties to every trade. 
Just as we are free to object to actions of other countries 
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which interfere with our trade so are they with respect to 
our operations. Nor are they limited to expressing objec
tions; on occasion they may retaliate. A few months ago 
President Kennedy exercised his authority to modify a trade 
agreement concession on imports of certain types of carpet-
ings and glass. One reason for this action was that it might 
help relieve unemployment in some areas. Domestically it 
had some earmarks of being good political action to win sup
port for the pending trade bill. But Belgium, as an impor
tant source of the products involved, was prompt in indi
cating its displeasure over the action, suggesting that it vio
lated the rules of the G A T T agreement as there had been 
no consultation prior to the action. That country was well 
aware of the fact that if the increase in our import duties led 
to any decided loss of its markets the consequence would be 
unemployment in the lines involved. Counteraction of the 
Common Market involved increases in import duties on cer
tain products for which the United States is an important 
supplier. Such occurrences do not contribute to amity in 
international relations. Even where no specific reprisal action 
is taken the results may plague us later in our endeavors to 
obtain concessions. 

Farm programs are in a somewhat similar category. We 
may not like some farm programs of other countries; they in 
turn may be critical of ours. This may be a good place for us 
to look for the beam in our own eye when we discover the 
mote in someone else's eye. Like it or not, our 
export subsidies on price-supported commodities such 
as wheat and cotton constitute "dumping" in that they 
involve selling abroad at prices below those maintained in 
the domestic market. Receiving countries (including the 
United States) may view such operations as unfair competi
tion for their producers and can apply offsetting restrictions 

[147] 

©1963 Mimir Publishers, Inc.



FUTURES TRADING SEMINAR 

if they are disposed to do so. The International Wheat 
Agreement helps us get by in the case of wheat. Important 
cotton consuming countries such as those in the Common 
Market do not produce cotton so have not objected direct
ly to our export subsidies on cotton. 

Where the export subsidy on cotton is creating some prob
lems is on the home front and some of these have international 
repercussions. Domestic cotton mills call attention to the 
disadvantage at which they are placed by the sale of Amer
ican cotton to their foreign competitors at 25 per cent less 
than they pay for the same cotton. They press for offsetting 
import duties or other curbs on competition from abroad. 
Yielding to such demands is not likely to be helpful in getting 
trade barriers lowered. In the world of today it behooves us 
to weigh carefully international repercussions which may flow 
from domestic programs. 

But why does the United States need to be concerned about 
the Common Market if dealing with it will so circumscribe our 
freedom to do as we please? With our vast domestic market 
and abundance of resources why not stay home and leave the 
rest to lick their wounds? Fortunately expressions of such 
an unrealistic view are now very rare. The United States is 
a "have not" nation in the sense that we are dependent on 
other lands for many of the things which are essential to 
our daily living. Our surpluses of some farm commodities 
and unused production capacity in some other lines have 
awakened in us a keen desire for enlarged exports. 

Nor are our interests limited to the economic front. Mod
ern communications and transportation have made this a 
"one world" in many physical respects. Experiences in the 
two world wars showed clearly how our security depends 
on allies. No single power in the world today is sufficiently 
strong to depend on itself alone. Man's ingenuity in de-
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vising tools for his own destruction makes the prospects of 
a third world war frightening indeed. The call is for inter
national cooperation. The antagonism shown by the Com
munists towards the Common Market is based not only on 
the economic competition it creates but also on the contri
bution it makes to the defense of the Western world. 

How fast and far the European Economic Community may 
move in the direction of political unity only the future can 
tell. The handicaps of nationality and language differences 
are present but overcome to some degree by proximity and 
contacts. Personal rivalries for positions of leadership are 
a factor. Western Germany naturally would like to see East 
Germany united with it so opposes any recognition of its 
present regime. The present government in France wants 
no yielding to pressures from the U.S.S.R. and may dislike 
what seems to it to be too conciliatory attitude of the Brit
ish. While differences arising from such sources may not 
be insurmountable in the longer run they may slow progress 
for the time being. However, just as the trade adjustments 
are ahead of schedule, progress on the political front might 
surprise us as well. 

The move to economic coordination has already led to unit
ed action on some matters usually regarded as being within 
the exclusive domain of each national government. Progress 
has been made towards an anti-monopoly policy to foster com
petition. The development of uniform patent and bankrupt
cy laws and programs for retraining workers are making pro
gress. 

The organization of the Common Market is not without 
some features of a super-government. The Consultative As
sembly, or Parliament, consists of members drawn from the 
legislative assemblies of the participating nations. This body 
has general supervision over and ultimate control of the Com-
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mon Market. The Council of Ministers is made up of a re
presentative from the government of each of the six nations 
and is responsible for EEC, ECSC and Euratom. Direct Ad
ministration of the Common Market is a responsibility of 
a Commission of nine members, selected for their special 
qualifications rather than to represent member nations. The 
Commission is in charge of the staff. It has a president, aided 
by three vice presidents, and is divided into nine departments 
each under a commissioner. 

Other institutions include a Supreme Court to pass on 
acts of the Commission and Council which may be brought 
into question; a Social and Economic Committee; a Trade 
Cycle Committee; the European Investment Bank, and funds 
including social, overseas development, and agricultural guid
ance and guaranty. 

Attention has centered on the European Economic Com
munity because it is the most advanced development of its 
kind at this time and also because of its importance to Amer
ican agriculture. Earlier reference was made to the European 
Free Trade Association (EFTA). Its organization and plans 
were agreed to in the Stockholm Convention by the seven 
member nations. Its program with respect to trade within 
its area is similar to that of the Common Market in that 
it provides for gradual elimination of tariffs and quotas among 
the members. Progress to date indicates that complete eli
mination may be attained before the dead line, January 1, 
1970. (A special provision fixed the date for Portugal as 
1980.) 

Unlike the Common Market, EFTA has not provided for 
a unification of the farm programs of the members. If it 
continues in operation some such move would appear logi
cal. The structure of EFTA is less formal than that of the 
Common Market, consisting of a Council of Ministers and 
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a small secretariat. More administrative responsibility is 
left with the member countries. 

EEC is larger than EFTA in population, national product 
and imports from the United States. Compilation of the 
Chase National Bank (The New European Market) points 
up some of these comparisons. EEC in 1960 represented a 
population of 172 million and EFTA about 90 million. The 
combined total of 262 million compares with 186 million in 
the United States while the land area is only about one-
third of ours. The gross national product of EEC countries 
in 1959 was $211 billion and of EFTA, $122 billion. 

As indicated earlier, several members of EFTA have applied 
for membership in the Common Market. Complete absorp
tion of EFTA is not in prospect at this time as not all of its 
members are seeking union with EEC and the latter might 
not be ready to admit all of them. The future scope of EFTA 
hence is not too clear at this stage. 

Trade groupings among various nations of Latin America, 
Africa and Asia are in progress. The Latin American Free 
Trade Association (LAFTA) was set up under the treaty 
signed in Montevideo in February, 1961. The participating 
nations are Argentina, Brazil, Chile, Columbia, Mexico, Para
guay, Peru and Uruguay, with Ecuador expected to be an 
early participant. Elimination of most of the trade barriers 
between these nations over a twelve-year period is planned. 

The Central American Common Market, organized in 
1960, includes four nations — El Salvador, Guatemala, Hon
duras and Nicaragua. This group has made progress in elimi
nating trade barriers among the participants and hopes to 
have this completed within a five-year period. While the 
Latin American developments are not as important as the 
Common Market as far as United States agriculture is con
cerned, they could play a significant part in the future indus-
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trial and trade development of their members. Instability 
of government and of monetary systems in some of these na
tions add to the difficulties of cooperation. 

While the U.S.S.R. opposes the Common Market in western 
Europe for obvious reasons, the communist world has made 
some moves of its own in a similar direction. The Council 
of Mutual Assistance was established in 1949 but has re
mained relatively inactive until more recently. The Council 
created twelve study commissions in 1956 to make recommen
dations for specialization of production; to serve as centers 
for the interchange of technical and scientific information, 
and to suggest ways of coordinating national production plans. 
Indications are that little or no recognition has been accorded 
the principle of comparative advantage or to reduce the pres
sure for self-sufficiency. The desire to outstrip the free world 
may lead to greater coordination of production and trade 
among communist nations. Much may depend upon the 
extent to which the U.S.S.R. may be willing or be forced to 
ease its tight controls over satellite nations. 

Lesser developed nations may find it easy to emphasize na
tionalism and to view trade restrictions as the means of speed
ing their development. This approach is not without merit 
provided due care is employed in the selection of industries 
whose development is to be fostered. Past experiences, how
ever, show that the selection is not always made with care 
and demand for protection for the weak continues. Effective 
cooperation among these nations could help speed develop
ment and reduce undesirable duplications which might 
have to be undone later. 

A fervent hope is that all of these developments will suc
ceed in resisting the temptation to block off external trade 
and to seek increased self-sufficiency within. A move of one 
important group in this direction would provide incentive for 
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others to organize in self defense which could wind up in 
economic warfare, and even in armed conflict. 

An aspect of the Common Market and similar developments 
which creates concern, especially among some labor groups, 
is the establishment abroad of plants with American capital. 
The availability of a growing market area within which trade 
barriers will be removed presents an attractive opportunity 
for such ventures. Existing uncertainty over the treatment 
which will be accorded goods from outside adds to the in
terest. Even if import duties are stabilized in the Common 
Market, there are no indications at present that they will be 
removed so plants within the area will have advantages in 
serving it. Organized labor sees such migration of Ameri
can capital as a loss of employment opportunities here at 
home. The emphasis placed on higher wage rates here than in 
Europe and elsewhere has fostered the belief that the move 
is an endeavor to get the advantage of the lower rates. 

Management stresses the point that this is not a flight of 
capital but instead an investment in new opportunities to 
supply overseas markets, not to ship products back to the 
United States. Some of these developments may add to Amer
ican exports if they are equipped from this country and buy 
raw materials here. The argument that this outflow of capi
tal affects our international balance of payments adversely 
is countered by the contention that profits earned improve 
the balance when they flow back to this country. 

Many industries in the United States cannot escape not
ing the rapid gains being made by their counterparts else
where in the world, particularly in Western Europe and 
Japan. They are concerned over the increasing competition 
in both domestic and world markets. This tends to concen
trate attention on wage rates, not without some failure to 
distinguish between wage rates and unit costs. Granted that 
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there may be a tendency to overwork the wage comparison, 
the interests of both labor and management are inextricably 
linked in avoiding cost situations which price our products 
out of markets. 

This brings us back to the point that these market groupings 
which are in the process of development in the world present 
challenges to us to do the best possible job to fit our operations 
in with theirs. Negotiations on a give-and-take basis are im
portant in safe-guarding our interests. Moreover, if we are 
not to fall behind in the race we must be pace setters in de
veloping new and better products and methods. Shrink from 
meeting the challenge and we fall behind. 
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Common Markets and Their Effects Upon 

American Agriculture 

Julius Hendel 

Dr. Jesness is to be complimented on the concise manner 
in which he has presented a very broad subject. He has done 
an excellent job of providing us with the backgrounds and 
developments of common markets. 

I find myself entirely in agreement with the principles ex
pressed. Our difference is only on emphasis. Dr. Jesness' 
approach is naturally that of an academician; mine, due to 
different environment, is that of a trader. My experience 
is principally with the European Economic Community, so 
I will confine myself to this market exclusively. I wholeheart
edly support Dr. Jesness' views on the following points: 

1. The attitude of the European Economic Community 
is more significant than the provisions of the Treaty of 
Rome. 

2. Our approach must be realistic and we better clean our 
own house first before demanding reforms from others. 

3. Our negotiators must be agriculturally oriented. 
4. The consumer's point of view is wholly ignored in all 

negotiations and the principles of competitive advant
age forgotten. 
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5. The appearance of antagonism by the communists 
towards the Common Market is not wholly the economic 
competition it creates but also the contribution it makes 
towards the defense of the Western World. 

6. Negotiations on a give and take basis are important in 
safeguarding our interests. 

But I differ to a great degree with his optimistic assump
tion as to the attitude of the officials of the European Econo
mic Community towards the philosophy of freer trade in agri
culture with the outside world. I am also dubious of the in
terest taken by our State Department negotiators in favor of 
U.S. Agriculture. Finally, I am not quite so optimistic as Dr. 
Jesness about Britain joining the Common Market. 

While active with Cargill and the assignments by the For
eign Agricultural Service of the U.S. Department of Agricul
ture which I undertook last summer and again this spring, 
I had the advantage of on-the-spot observation of the behind 
the scenes behavior of the Common Market officials. In 1961 
I studied the overall outlook for U.S. exports of agricultural 
products to the European Economic countries. The assign
ment this spring was more specific. I was asked to determine 
if Holland would continue to import U.S. flour, Germany 
to import our broilers, whether Britain would join the Com
mon Market, and if she joined, under what terms. In addi
tion, I was asked to find out the future for the export of 
U.S. wheat and feed grain to the Common Market Countries. 

On these assignments, I traveled as a private citizen. This 
gave me freedom to visit old acquaintances in the grain busi
ness, banking, farm associations, cooperatives, education, trans
portation, and civil servants. These contacts allowed clear 
insight on behind the scenes attitudes of the people respon
sible for the administration of the Common Market. 

As far as agriculture is concerned, the Common Market 
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countries give lip service to liberalization and are building 
a protective wall against outsiders. A case in point is their 
decision for higher differentials on better quality wheat in 
relation to soft winter wheat — the target base. 

Another example is the decision to limit deferred shipment 
permits to three months only. This is entirely contrary to the 
long standing practice of contracting deferred shipment for 
six months or longer. These contracts were usually made with 
more distant countries such as Australia, Argentina, and South 
Africa. These countries, particularly the Argentine, are short 
of storage and have limited transportation facilities. Deferred 
shipments let them use interior and ocean transportation and 
seaboard elevator space to the best advantage. Since these 
deferred shipments were usually sold at a discount, both the 
importer and the exporter benefited. 

The Common Market politicians appear to regard agricul
ture as something apart from the economy of the area. At 
least they want to treat it in a manner entirely different from 
that which has been so successful in industry. The benefits 
of liberalization in the industrial sector are obvious to every
one, yet agricultural philosophy appears entirely contrary to 
industrial thought. 

The traders, businessmen, and civil servants feel that while 
the politicians pay lip service to the liberalized agriculture, 
a high protective wall is being built against the agricultural 
products of outside countries. This may be contrary to the 
spirit of the Treaty of Rome, but it is the attitude of the peo
ple in authority. Attitude is more important than the words 
of the Treaty, because the specifications are so broad they 
leave a lot of leeway. In industry everyone wants to speed 
up. They liberalize their plans, moving ahead regardless 
of progress in agriculture. As one high civil servant in a 
Ministry of Agriculture said to me, "I wish my boss would 
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act as the Minister of Finance and Commerce, and not as a 
Minister protecting the status quo in a rapidly changing 
world." 

I am glad Dr. Jesness pointed out the large number of farms 
in the European Economic Community. Compared with the 
atomic age industry of one of the world's most heavily indus
trialized areas, the agriculture is still feudal in many countries, 
keeping labor unprofitably employed on the farms. This 
creates a shortage of industrial labor in Holland, Belgium, 
Germany and France. Labor, which is not as skilled or as well 
educated, must be imported from Spain, Italy and Greece 
to fill the gap. There has been a slow natural movement 
into industry and a resultant consolidation of the farms. The 
application of high support prices and protective levies will 
slow it down. These same support prices are of great bene
fit to the grain farmers who have larger farms and are of 
little benefit to the small farmer who is primarily a livestock 
man. Since the farmers with the big estates can contribute 
heavily to political parties at election time, it is obvious they 
expect to reap some of the fruits from a winning party. 

When Dr. Jesness points out how our present agricultural 
programs tend to hamper us in obtaining liberalized treat
ment for our agricultural products, I heartily agree. We 
appear to have a double standard. At home we practice high 
support prices and we advocate to the Common Market coun
tries that they should adopt liberal policies toward our price 
supported products. Before we can expect them to give us 
concessions, surely we must set the example. In fairness to 
the ultimate consumer, who pays all the costs, the system of 
deficiency payments adopted in Britain seems to be the fairest. 
Britain buys the grains at the world market price and the 
farmer's income is supplemented by the deficiency payment. 

The system of levies which has been established as of the 
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first of August of this year, indicates the trend. These levies 
have been set to the detriment of countries outside of the 
Common Market. In fact, it is evident the pendulum has 
swung to protectionism. 

The community has set a basic floor and ceiling target 
price on wheat. The floor price at $2.43 per bushel is that of 
France, the largest exporting country. The ceiling price at 
$3.24 is that of Germany, the largest importing country. This 
advanced the top 20 cents. From 1963 until 1970, the end of 
the transition period, the target prices will be adjusted so 
finally there will be only one target price for the whole com
munity. The outlook is for the French target to gain much 
more than the German will be reduced. The degree of the 
advance of the French target price will determine French 
participation in the grain exports in the European Economic 
Community. 

After 1970 when the target prices are expected to be equa
lized, there will be no need for intracommunity levies. The 
levies to outsiders will remain. The council will set the prin
ciples governing the extraction rate for wheat flour, rye flour, 
wheat groats and meal. The principles will take into consider
ation the extraction rate as a protective instrument for the 
domestic processors. 

Other means of controlling imports such as state trading, 
mixing regulations, and quantity, have been ruled out in 
principle by the Common Market, but a hole has been left 
in the fence. This is an escape clause which lets a member 
take action if its price is threatened internally or actually 
subject to disturbance from abnormal market activities, such 
as presumably dumping high subsidies. 

The regulation on intramember trade in poultry and flour 
consists of a levy made up of two elements. The first is the 
difference between the grain prices in the importing and ex-
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porting countries. The second is a fixed amount based on 
the intracommunity tariff. Poultry and flour imports from 
third countries have to bear three additional levies. One is 
a variable based on the difference between the world market 
and the grain prices of the importing country. Second is a 
fixed element similar to that charged on intracommunity 
trade. Thi rd is an additional two per cent in 1962-63. This 
third amount is to be gradually increased to a maximum of 
seven per cent over a period of years. On top of all this, there 
is a "lock gate" price to be used in case of price disturbances 
from third countries. (This has to be put into effect by the 
Council of Ministers and at the proposal of the Commission
ers.) The "Lock Gate" price is calculated on the basis of the 
world market price of feed grain and a conversion factor 
typical for third countries. If the poultry is offered below 
the lock gate price, the levy is increased by the difference. 

Import licenses are required on all intracommunity and 
third country trade. Before importation can be made, an 
import certificate, valid for three months, must be obtained. 
A cash deposit is mandatory at the time of issuance of this 
certificate. The deposit is forfeit if the transaction is not 
completed within the time limit. 

I must agree with Dr. Jesness when he deals with sub
sidized exports. This does in effect constitute dumping. Un
der the present regulations, no one benefits except the ex
chequer of the importing government. Even if we were to 
give the grain away, the cost is raised to the target price of the 
importing country ,and the ultimate consumer pays the higher 
price. It is an additional burden on the taxpayer of the sub
sidizing country. 

I also heartily agree with Dr. Jesness' reasons why the Com
munists do not like the Common Market. During my 1961 
trip I had the chance to visit Russia for three weeks. It was 
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obvious that the youth of that country are deeply indoctri
nated in the communist dogma. They believe they are much 
better off than they were under the old regime. Yet their 
standard of living is very low. While there may be enough 
bread and potatoes, there is a great shortage of animal fats 
and proteins. 

I believe an abundance of reasonably priced food in the 
west can be one of our strongest weapons in the cold war. 
The smaller the portion of his pay check, the worker must 
spend for food, the more he has left over for recreation, edu
cation, and ultimately for investment. The owner of proper
ty does not continue to be a real radical at heart. An abun
dant supply of food is a far more effective weapon than all 
the atomic warheads, missiles or space ships. 

That the success of the Common Market is annoying to 
Mr. Khrushchev is indicated by the vehemence of his attack. 
He is even advocating the principle of competitive advan
tage for use in the USSR and its satellites. 

Any move toward protection in agriculture on the part of 
the West will permit the regimented world to catch up or 
eventually surpass the free world. 

Now I come to the points of minor divergence. The first 
is the argument that Europe must be prepared against the 
hunger of war with a strong agriculture at any price. In the 
light of atomic warfare, I regard this as an excuse rather than 
a bona fide argument on the part of the politicians to make the 
so-called conservative farm voter happy. It may be a good pa
triotic slogan, but surely it is a little outdated. Here the 
politician has not looked far enough forward and is acting 
only on the expediency of the present. 

On the subject of Britain's entry into the Common Market, 
the events do not seem to substantiate Dr. Jesness' optimism. 
After my return from Europe, last spring, I felt the chances 
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of Britain being admitted to the Common Market were di
minishing daily. As long as DeGaulle is alive, he will block 
Britain's entry every way he can. For the present the Treaty 
of Rome requires that all decisions be unanimous. This 
gives him virtual veto power. DeGaulle is jealous of losing 
his dominant position in the Common Market, in spite of 
the French standing to gain the British grain market. 

France has the potential to plant in excess of two million 
acres of grassland to grain cultivation. If the French apply 
additional amounts of fertilizer and modern technology, they 
can replace the present exporters. They have their eyes on 
becoming the grain basket of the Common Market. Indica
tions are the French will make the conditions for Britains 
joining so difficult, the disadvantages of joining will far out
weigh the advantages. 

I had the chance to discuss the British deficiency payment 
system with top British Farmers Union officials and senior 
officers from the Ministry of Agriculture. If Britain is ad
mitted she will have to adopt the present target price system 
and levies of the Common Market. Yet, at this meeting, one 
of the ministry officials who had just returned from the Con
tinent expressed the opinion that it is possible in the distant 
future that the present levy and target price system might 
be modified to the British deficiency payment system. He be
lieved this change would be based on three important develop
ments: 

1. Continued growth in the industrial sector of the Com
mon Market. 

2. The abandonment by the United States of the high sup
ports, and adoption of an income stabilizing system. 

3. The education of the Common Market politician to 
the benefits of a freer economy in agriculture. 

On the subject of reprisals, Dr. Jesness and I are not too far 
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apart, except I feel reprisals and threats of reprisal can be 
an important tool in the hands of negotiators. However, I 
must make it clear that reprisals must be skillfully used. They 
must be applied at times of greatest demand, and the other 
country must be thoroughly informed why they are being 
applied. 

I believe President Kennedy's Trade Expansion Act now 
before the Congress can be a powerful tool in the hands of an 
agriculturally oriented negotiator. I hope it passes. 

I find myself unable to be quite so charitable toward the 
State Department as Dr. Jesness. I realize we cannot be too 
arbitrary, and that we cannot expect the other fellow to do 
exactly as we want. Nevertheless, the State Department must 
come to realize the importance of agribusiness to the entire 
economy of our country. My experience during the last gene
ration has been that the State Department has shown a com
plete lack of understanding of this great section of our total 
economy. Dr. Jesness has given you the figures which show 
that 1.1 billion dollars of agricultural exports went to the 
Common Market in the last year. This is no small sum in the 
light of our present unfavorable balance of payment and 
consequent outflow of gold. 

My report to the Foreign Agriculture Service was very 
discouraging. Exports of flour to Holland will discontinue. 
The same will be true of broilers to Western Germany. Only 
the highest quality broilers which the European Economic 
Community cannot duplicate will come in. These would be 
for an elite clientele which buys regardless of price. 

As far as feed grains are concerned, we will feel very little 
impact during the next two years. After that it will depend 
on how fast and in what direction the French target prices 
are adjusted. If their feed grain prices advance 20-30 per 
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cent with their capability, they can replace our present ship
ments. 

The impact on total Common Market wheat imports will 
also be minor for the present; as the industrial sector expands 
more modern baking machinery will be used. A stronger 
blend of wheat will be required. The chances are that the 
stronger Manitoba wheats will be more profitable for them to 
use than United States wheats. 

As I close I would like to make some recommendations for 
our goals. I will divide these into two main categories. The 
first is our approach to the agricultural situation in the Com
mon Market countries, the second is our attitude to negotia
tions. 

Our approach to Common Market agriculture can be di
vided into three main parts. First is the immediate goal. We 
must realize we cannot tell them what to do and that we should 
not try. We should try to keep the negotiations fluid to 
prevent a rigid policy evolving. This is the job of the United 
States mission. 

Next is the short term goal covering for the next ten to 
fifteen years. We must recognize that the present agricul
tural policy is the outgrowth both of tradition and history. 
It is the product of centuries and cannot be reversed over
night. Any drastic action on the part of the United States 
is neither advisable nor practical. We can accomplish most 
by working through the staffs of the various trade develop
ment councils such as the Feed Grain Council and the Soy
bean Council. Symposiums on human, animal, and poultry 
nutrition, as well as the granting of scholarships and fellow
ships to European universities by these organizations have 
won wide acceptances and praise. Education in the economic 
field should be included by these councils. Agricultural econ
omists with an international reputation should be engaged 
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to sponsor seminars, give lectures, and work with students. 
Thus, the foundation will be laid for a better understanding 
of the benefits of a more liberal policy in agriculture. Many 
civil servants strongly disagree with their political bosses on 
this issue. Therefore, if both the public and the civil ser
vants are better informed and versed in the principles of 
and benefits of a freer agricultural trade philosophy, the poli
ticians must follow suit. 

For the long term goal, about a generation, we should con
tinue to stress through our embassies and trade councils, the 
benefits of free trade. We should practice what we preach 
in our own country. We should discard high support pro
grams which are outdated and ineffective, and adopt a tran
sition program that will stabilize the farmer's income by de
ficiency payments, paving the way toward a freer economy. 
If we do this, Europe will follow the leader. 

In our negotiations with the Common Market, we should 
adopt an attitude which expresses a firm recognition of the 
importance of agribusiness to the economy of our country 
as a whole. We must admit that the Common Market coun
tries are recovered from the war and are now our equals in 
the responsibilities as well as the benefits of the free world. 

Finally, we must develop a firmness in our bargaining that 
will change the national image of the United States from that 
of a benevolent uncle who quickly gives in to pressure to 
that of a mature realist who expects a give-and-take approach 
in the world of business and trade. Make them remember 
their slogan used during the first years of the Marshall Plan 
— "We need trade — not aid." 
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Common Markets and Their Effects Upon 

American Agriculture 

R. L. Kohls 

Anyone familiar with the long and distinguished career of 
Dr. Jesness and with his long maintained interest in foreign 
trade would have anticipated a thorough and interesting 
discussion of this assigned topic. Certainly we have not been 
disappointed. 

One of the major contributions of this paper is the concise 
bringing together of the recent historical happenings which 
have made the term "common market" a new addition to our 
economic and political vocabulary. Dr. Jesness has traced 
the evolutionary development of both the European Econo
mic Community as well as other trade groupings around the 
world. He has carefully pointed out the resultant effects on 
tariff levels. He also (and this is a point of major importance) 
emphasizes that the impact of this development on American 
agriculture cannot be treated in a simple and uniform way. 
Quite appropriately the emphasis is shifted to a commodity 
by commodity approach in the analysis of the foreign trade 
outlook for agricultural products. 

As one reflects over the post war development of larger 
geographic areas in which internal trade is relatively free 
from international barriers he cannot help but recall the les
sons which both economics and political science have taught. 
Certainly the implications of economic theory are clear: the 
greater the area which can be serviced by the interplay of 
the principle of comparative advantage in assembling pro
ductive resources and of the efficient economics of distri
bution and marketing the greater both the efficiency and 
level output is likely to be. Political science also indicates 
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that such areas are likely to have more internal stability of 
governmental and political life. The Roman Empire was 
an early example of this; the British Empire and the later 
Commonwealth development was another. Our own country, 
of course, is a prime example of the potential results of a 
large area unimpeded by artificial trade and resource bar
riers and serviced by a vigorous competitive marketing sys
tem. 

However, also as one attempts a historical viewpoint his 
mind becomes somewhat uneasy. He notes that the fires of 
nationalism burn intensely and on occasion these erupt and 
"reverse the clock" so to speak. The post World War I de
velopments, which are just a historical yesterday, took the 
direction of splintering up trade areas into multitudinous, 
bickering national states. The present development in Africa 
with the rising multitudinous splinter states also are of a 
different pattern than the movement toward larger economic 
units in other parts of the world. 

Dr. Jesness wisely questions the permanency of the cur
rent European development. Will the move toward econo
mic union be followed by increasing political union? Clearly 
the road will not be easy or fast. The remarkable speed of 
the development of economic unity has taken place under 
the most advantageous kind of pressures. The wide spread 
destruction of World War II brought on the tremendous for
eign aid effort of our nation. This stimulated growth and 
prosperity on a remarkable scale. In addition, the continu
ing shadow of Russian Imperial design has forced these na
tions to shelve their national selfishness for the benefit of 
common protection. As we in agriculture know, it is always 
easier to make economic adjustments in a particular seg
ment when the total economy is moving strongly upward. And 
as we also can testify, it is much easier to get agreement on 
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difficult and sometimes painful action when outside pres
sures solidifies our goals and attitudes. The great test of 
the European Common Market is ahead. As the growth rate 
of the European countries slows down and the pressure mounts 
from other countries with other types of problems seeking 
to join the market, the difficulty of making increasingly pain
ful decisions will increase. 

Throughout his paper, Dr. Jesness alludes to the special 
problems which are invoked when the common market (or 
any other group of) countries come to grips with integrating 
their agriculture production into the economic realism of a 
broader unrestricted market area. It is pointed out that each 
of these countries has an agricultural program which to some 
extent subsidizes and protects its agriculture. We, with our 
experience, can appreciate the economic problems and politi
cal difficulty which will arise from attempts to do away with, or 
even change, existing programs, especially when such issues 
affect directly about 25 percent of the population. What we 
cannot truly appreciate because of our long experience with 
an over-abundant food supply is the cautious attitude of these 
countries toward theirs. Lurking in these national minds 
is the experiences of past wars and food shortages and the 
resultant desire for encouragement and protection of the na
tional food supply. With this in the background, it was no 
surprise that the activation of the agricultural part of the 
Common Market almost foundered on the rocks of disagree
ment. Neither should we be surprised if these countries are 
much slower in applying to their agricultural economics the 
free market and comparative advantage principles which ap
parently have been used rather well in the industrial areas. 
And as Dr. Jesness has so aptly pointed out, our negotiators 
are going to have a rather difficult role to play in criticizing 
these attitudes since we apply much the same attitude to our 
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own agriculture. And in a world whose past history has not 
been one of particular sweetness and light, such conservative 
attitudes toward the national food supply has considerable 
justification. An adequate accessible food supply is a matter 
of national security. 

What about our future agricultural market in these Euro
pean nations? It seems that Dr. Jesness could be summarized 
as being cautiously optimistic. In the viewpoint I concur — 
though I suspect I tend to be more cautious and even less 
optimistic. He points out that we have no automatic "rights" 
to these markets but they must be won based upon what we 
have to offer at the bargaining table. This in itself is hard 
for some to accept who argue that "after all we did for these 
countries when they were down and out, the least they can do 
is give our products preferential treatment now that they are 
ready and able to again trade at the world's counters." 
Though we might agree there is a thread of justice and ethics 
in this argument, we also know this is not how either men or 
nations usually act. 

Can we then secure ourselves a portion of these markets 
at the trade table? The paper correctly pointed out the cur
rent relative advantage in productive efficiency and cost that 
many sectors of our agriculture have. A plea is made that 
we not slow up our amazing progress in this productive ef
ficiency. Though upon this we might agree, I suggest a still 
more important fact need be stressed. A great key to this ag
ricultural productivity is technology and managerial know-
how. These two items are freely exportable. There are many 
indications that agricultural productivity which has lagged 
in many of these nations is on the verge of a spectacular break
through. If this is so and the common market policies manage 
it correctly, we must prepare ourselves for the fact that this 
group of nations can quickly become self-sufficient in much 
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of their food needs. I believe Dr. Jesness is right in his rather 
unhappy conclusions about the prospects for wheat. I hope 
he is right in his limited optimism for feed grain — at least 
in the period just ahead. 

Another limitation to our foreign trading prospects is be
coming increasingly apparent — and this applies to both agri
cultural and industrial interests. This limitation is the start
ling observation that in many ways we are poor hucksters of 
our merchandise abroad. For practically all of our national 
life we have been oriented to our own growing and apparent
ly insatiable domestic market. In our market we give careful 
attention to the consumer — we researchers study her, and we 
cater to her varying whims. We grade, we standardize, we 
package, we service. This market was so big that it absorbed 
most of our productive energies — and whatever was left over 
those poor foreigners would be happy to get any way! 

Rather suddenly two drastic changes have taken place. Our 
productive capacity, both industrially and agriculturally has 
over-flowed the profitable consumption capacity of the domes
tic market in many areas. And those "poor foreigners" have 
increased in their incomes and standards of living until they, 
too, are particular about their wishes and desires. 

We have sent several research teams abroad to analyze our 
market development efforts and the extent of the potential 
market. One after another they document our weaknesses. 
Our representative cannot speak and our package and labeling 
material is not in the language of the country. Both quality 
and amount are poor and undependable. Consumers are un-
familar with the product or it is not designed for their needs. 
Supporting agencies are not available to handle complaints 
and service the merchandising of the products. Our foreign 
marketing skills are underdeveloped. 

For a nation who has obtained the reputation at home as 
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being able to sell the Brooklyn Bridge to a cigar store In
dian these are amazing accusations. And if we are in earnest 
about foreign sales, these are things we must correct. All the 
efforts of the ablest State Department negotiators will not 
permit us to sell shoddy and unwanted products to those 
who can afford and obtain better elsewhere. The people in 
the part of the world here being discussed are not our poor 
relations but in many ways our equals in their demands and 
habits. 

Finally, it is not at all clear that the movement of the world 
into fewer but larger trading blocks will result in a larger 
volume of foreign trade among those blocks. Dr. Jesness cor
rectly lays out the choices which these blocks can make: (1) 
they can choose to take the lead in expanding world trade 
or (2) they can choose to increase their internal self-sufficien
cy. Also Dr. Jesness might have said that the evolution of 
these trading blocks does not automatically occur under the 
direction of a relatively free, private enterprise, competitive 
market oriented economy. Central direction, government 
ownership, controlled markets and prices are also methods of 
direction available to such blocks. The first encourages pri
vate firms to enter into the competition for foreign sales, the 
latter means the regimentation and sluggishness of state trad
ing arrangements. 

We are excited about the European Common Market De
velopment because it seems to have chosen to depend upon the 
mechanism of a private enterprise competitive market econo
my as its primary organizing vehicle. In addition it looks as 
if the choice will be made basically in the direction of expand
ing trade and growth rather than for closed system of self-
sufficiency. 

Many perceptive and intelligent people have great uneasi
ness about making the moves which will help improve our 
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trading abilities with these trading blocks. Many agricultural 
leaders particularly recognize the connection between actions 
taken on the domestic policy front and on the foreign trade 
front. No responsible agricultural leader that I know has 
voiced a willingness to completely do away with domestic con
trol and protection programs in order to enhance our foreign 
trade positions. Many are frankly afraid the Common Mar
ket countries have no intent to expand the area of the free 
market in agricultural products, and that when the chips are 
all down we will find that in order to keep an open market 
for our industrial goods we will have given up some freedom 
of access to their agricultural market. 

Certainly most agricultural leaders are in substantial agree
ment that in the immediate future our current income and 
over-abundance problems in agriculture are not going to find 
any major solution in the expansion of regular foreign trade 
outlets. We may be able to use our abundance as a special 
technique to aid the under-developed countries of the world. 
But this must be kept clearly in the classification of aid and 
not thought of as a traditional expansion of markets. 

I, too, would like to close by emphasizing the pertinent 
concluding paragraph of Dr. Jesness. These Trade groupings 
are in the process of development. Our challenge is to do 
the best job to fit our operations into theirs — and I would 
add, try to constructively guide their development as we de
sire it. We must be pace setters, not merely adapters. We can 
bargain from strength and should. A new virulent attitude 
is needed both in the state and agriculture departments. For 
fifteen years we have been aiding these countries to get on 
their feet again. This was right and wise. The time has come, 
however, for us to show the face which we have usually worn 
best: that of hard-nosed, Yankee traders, who when given the 
opportunity can lead the parade and sell goods profitably to 
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anybody. 
T o make this change will take some effort — both in the 

corporation board rooms and on farms where foreign sales
manship is not highly developed, and also in our government 
where officials, in many instances, have developed a soft heart 
and an apologetic attitude about the facts of our economic life 
which has made us the productive giant that we are. The time 
has come in which our nation must engage in both trade and 
aid. T o do a good job in both arenas will require both skill 
and luck. 

Discussion 

Common Markets and Their Effects Upon 
American Agriculture 

J. M. Ragsdale, Chairman 
RAGSDALE: Thank you, Dr. Kohls. That was a very keen 
analysis. Dr. Jesness, I believe the custom here is to give the 
expert a few minutes rebuttal against the two discussants. 
JESNESS: Mr. Chairman, the defense rests. (Laughter). 
RAGSDALE: Could we have you three gentlemen up here, 
please, for discussion from the floor? Who has the first ques
tion? 

UPGREN: Could I point out that there is a group working 
internationally, just to correct the record a little, called the 
"Atlantic Institute." It will have enormous force. It will have 
the cooperation of such men as Mr. Herter, President Conant, 
Will Clayton, Cabot Lodge, and the entire force of the Council 
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on Foreign Relations in New York City, and that effort to pro
mote the Atlantic Institute will have very widespread appeal. 

I merely want to add the fact that we are working in that 
way, and their goals would be no tariff. Their goals would 
be freedom of passage, common passage laws and all that. 

We have had enough pessimism expressed around here, 
much more than warranted. I'll try to make my comment 
this afternoon. There will be this positive force working 
towards changes of that kind. 
FARRIS: I thought this situation might be a little bit dull 
today, but I want to compliment each one of the speakers for 
making this subject live, and I think they have done a real 
service for our seminar. There's one question I would like 
to raise here: Dr. Hendel raised the question whether Britain 
would go into the economic community as long as DeGaulle 
was alive. Could you expand a little on that, and, then if the 
others care to comment, I would like to hear this. 
HENDEL: I am no authority on foreign relations. Anything 
I say is nothing more than the expression of the people who 
have proven to me in the past that they know what's going on 
politically. It is their opinion. 
FARRIS: But, now, give me your own opinion. 
HENDEL: Whatever I am going to say is the opinion of 
others. I presume most of you have been reading Walter 
Lippman's articles for the last six months. He feels that 
France, prior to deGaulle's assuming the helm, was becoming 
a second class nation. Now, France, and deGaulle himself, 
are at the moment the dominant forces of the Common 
Market and want to remain so. 

They know that the United States wants Britain to join. 
They do not want the United States to dictate any policies 
in the European bloc, be it atomic or otherwise, and will move 
heaven and earth to keep the United States out as far as they 
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can. That 's my answer. 
BERG: I, too, have caught this pessimistic attitude. I think 
we started out on a cautious optimism, but slipped into pessi
mism this morning. 

It's nice to have Arthur Upgren get up here and say, not 
only are we thinking about the U.K. coming into the Com
mon Market, but the United States may be giving it some 
thought. That may be a very optimistic view. 

There seems to be a formidable weapon here that the Com
mon Market holds, and that's this variable levy, and that cer
tainly seems to have been a beam in the Common Market eye, 
and one that we obviously have detected. 

But, isn't it also true that there will be a rather high pro
portion of goods that will move in with no duty? Tha t there 
will be goods that move in with fixed duties? 

And, I would like to have Dr. Jesness comment on this 
and, maybe, give us some idea of what magnitude of agri
cultural commodities may move in under these categories and 
not subject to the variable levy we have been hearing about. 
JESNESS: Before I do that, sir, may I make a comment on 
the former question? Neither Julius nor I nor anybody ex
cept deGaulle and God — and I suspect that it's only de
Gaulle part of the time — (Laughter) — knows what's going 
on in his majesty's brain. I am not nearly as positive or as
sured as Hendel seems to be that it's an aim of France or 
deGaulle to keep the United Kingdom out. 

I have a notion that he's playing the game of using this as 
trading stock, particularly in the United States, rather than 
that this is a final conclusion. And, I also like to suggest that I 
doubt that deGaulle is the most beloved individual in Europe, 
and I think that there are some fairly strong forces that want 
to see the United Kingdom come in as a counter-balance to 
deGaulle's strength and leadership. I think that force is on 
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both sides of this. And, certainly as far as I am concerned, I 
don't know what the final answer is going to be. 

Now, on the question that Sherwood Berg has raised, this 
is a point that I attempted to include in my paper. He is right 
that there are certain commodities on which there are at the 
present time no restrictions on common market imports. Cot
ton and soybeans are the outstanding cases, and there are 
certain other products on which the United States has se
cured what seems to be reasonably adequate assurances that 
the import restrictions are fixed. Fruits and vegetables, for 
example, belong in this category. 

They raised an import duty on tobacco, but there is no sug
gestion at the present time that they are going further with 
this. 

Now, the things that we are primarily concerned with are 
wheat, feed grain, poultry commodities, some rice — commod
ities in that category. I don't have specifically in mind the 
percentages, but in looking at these commodities, I think 
we are inclined to forget that there is a large volume of trade 
on which the door is open to us. These, then, do not happen to 
be problem commodities. That is, I think, why we exagge
rate. It's minor. It's an important part, but I think of the 
whole it's a minor, rather than a major share. 
HENDEL: May I add to it? I agree with Dr. Jesness. The 
thing that I analyze is the attitude. The things that they per
mit to come in without duty are the things that they cannot 
produce themselves very well. 

Now, as far as the attitude is concerned, I didn't know, but 
I was told, that oranges in Florida are green when they're ripe. 
So at some future date, if they want to exclude the oranges 
they'll prohibit any fruit that's used artificial coloring. 

I didn't know that they did color oranges in Florida, but 
that's the reason why they included it. In other words, they 
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only did that, not because they had any intention of helping 
us, but because they needed oranges, and they want them now. 

Let's take soybeans. Soybeans are coming in. At the present 
time, soybean meal is in deficiency. They will permit soy
bean meal, but on soybean oil, there's ten percent duty and 
as soon as they see that more and more oil comes in and more 
processing capacity is built, they'll widen the levy. 

So, they didn't do it because they wanted to be liberal. It's 
one way of making us feel, "Look we did not raise the duty 
on half of the commodities." So the only thing that they do 
is to build a wall on those products that they can produce them
selves. 
JESNESS: Might we agree on this, Julius, that international
ly our motives are always selfish even when we're generous? 
(Laughter). 

W E N T W O R T H : If I could bounce back to our friend de
Gaulle for just a moment. I was in Brussels a little over a 
month ago, to reinforce Hendel's statement, the feeling around 
there is that the French are after two things, and they feel 
that the English coming in might very well prevent this. One 
is, making Paris the seat of the Common Market, and the 
other is making French the language of the Common Market. 

There are a number of people who feel that if England did 
come into the Common Market, and since English already is 
used a great deal — although it is unofficial and they try and 
prevent it whenever they can — English could very well be
come the language of the Market. I sensed a feeling around 
Brussels that the French are trying desperately to gain the 
worldwide recognition that they once had as the diplomatic 
language. 
MONTAVON: I wanted to make a comment principally 
designed to relate the current discussion to some of the dis
cussion yesterday about government agricultural programs 
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and government interference in the operation of markets, and 
I suppose, designed secondarily and incidentally to align me 
with the small group of optimists that seem to be present 
here. 

I think there is a possibility, a longer ranged possibility, 
which is quite optimistic, and I'm talking not simply about 
the United States participation in the European Common 
Market, but United States participation in other developing 
economic communities. 

Now, it seems to me that much of the approach here of 
the discussion has turned on the question of the opportunities 
for expanded markets for agricultural commodities, United 
States agricultural commodities. I want to suggest there is 
another avenue which can be of equal benefit to agriculture, 
and that is the avenue of more rapid rate of growth of the 
American economy. There is the possibility that the United 
States participation in developing economic communities 
could stimulate a much more rapid rate of growth of the 
American economy. I consider that to be optimistic and 
advantageous to agriculture because I personally think that 
an adequate solution of the agricultural problem involves 
among other things retiring some resources from agricultural 
production. 

And I think there are various ways that this can be done. 
One of the ways to retire resources, I believe, clearly is by 
a return to the free market, but I think this is the kind of 
approach that gets resources out of agriculture by starving 
them out. 

The other approach is to get them out of agriculture by 
inducing them out, and that is, again, the more rapid rate of 
growth of the other sectors of the economy. For the resources 
that remain in American agriculture I think we need not wor
ry about competition with the commodities of other countries 

[179] 

©1963 Mimir Publishers, Inc.



FUTURES TRADING SEMINAR 

in world commodity markets because the productivity of 
American agriculture is much greater than these countries 
presently have, and I think will continue to be much greater. 

I think that in many commodities, other countries are not 
going to be able to match the productivity of the United States. 

So, to the extent that this might happen — I don't make a 
prediction — I think it is a longer range possibility that's worth 
considering, and I would be interested to hear the panelists 
reaction to it. 
JESNESS: I have no argument with that point of view. I 
see some difficulties. For example, convincing our agricul
tural spokesmen that their bread is buttered by stimulating 
nonagricultural activities. It's little like convincing the dairy
men from my state of Minnesota that they ought to permit 
the sale of colored margarine and not apply a tax to margarine 
because we are an important soybean state. 

It just doesn't work out that way. I think this is some
thing that we ought to work both ways. We need to convince 
our own people, including the politicians and administra
tion in Washington, that the problem in agriculture is one 
of adjustment and the use of production resources, not one 
of featherbedding, of paying farmers for not using their re
sources, but, actually, an adjustment in the resources assigned 
to agriculture. I think the same line of reasoning ought to 
guide us in our approaches to the overseas development in 
agriculture. I think it works on both sides of the ocean. 
KOHLS: I have an uneasy feeling here that we are in the 
throes of the same kind of basic economics that we were do
mestically. In other words, I think that most would agree 
there has been a substantial investment of agricultural low 
income folk in development of this country in the sense of 
excess labor and passage into the rest of the continent. 

In other words, this has been one of the ways in which we 

[180] 

©1963 Mimir Publishers, Inc.



INFLUENCE OF ENVIRONMENTAL FACTORS 

have managed to develop rapidly, and I have an uneasy feel
ing that this may be the next area in which agriculture pays 
part of the price. Tha t is, the price of the bigger area of total 
industrial development may be partially extracted from the 
agricultural industries. I guess this is what makes me extreme
ly uneasy when I dream nice quiet dreams of free agriculture. 
I just run into all of these stumbling blocks. The thing that 
I would lay before this room is that we must realize that 
these stumbling blocks are not domestic. They are inter
national in aspect. There is very little free agriculture in 
this world. People are too interested in their food supplies. 
So, I think I am in agreement here. 

HALCROW: T h e European Common Market is a market of 
great potential and great opportunity, but I believe we re
cognize that much of this potential will not be realized unless 
certain barriers are surmounted or changes are made. 

I will list the things that will limit this opportunity in four 
categories. 

One is the potential productivity of Europe itself. Second, 
is the blocks or limitations that will be imposed by political 
parties or governments of the various European countries. 
The third might be our domestic policy in the United States 
which won't be best attuned to the utilization of the poten
tial of the European economy, and, four might be the lack 
of aggressiveness or the limitations that occur because private 
groups or trading people are not as aggressive as they other
wise might be in meeting this market. 

I would like to present first the question of "How do you 
appraise the potential of productivity of European agriculture 
versus the potential productivity of the United States' agri
culture?" Then, apparently we are agreed that our national 
policy that would best meet the potential of the European 
market is one which would be of relatively free type of econo-
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my with relatively modest price supports. Is there an agree
ment on this? 

And, finally, I wanted to ask Warren Collins about the 
American Farm Bureau Federation Program, and what it's 
doing, and how well it's achieving its goals. 

There are really two questions here. One concerning 
the potential of European agriculture, and, then, the second, 
I want to direct to Warren Collins. 
RAGSDALE: All right, sir. Who would you like to handle 
your question? 
HALCROW: Well, Dick Kohls mentioned the great break
through in European agriculture, and I think there are some 
limitations to this when compared with our agriculture, sim
ply because I am not sure there is as much unused capacity 
in European agriculture as there is in American, and, there
fore, if the market grows, there may be a greater potential for 
our exports. 
KOHLS: A couple of words and I will toss it to anyone who 
has far more definitive insight than I. 

It is my understanding that in many cases, we have all the 
institutional national barriers that go with mechanization and 
so forth. People I have come in contact with indicate that 
Europe may be in a period similar to us in the late thirties, 
with many areas in agriculture in which the know-how and 
technology has been coming in and has been dammed up in 
its application, and small triggers will make it move. 

In the industries with which I am most familiar, I see no 
reason why within a very short time efficiency of broiler pro
duction in many European countries could not be equal with 
ours because the technology and know-how that goes with this 
production is very exportable. 

I am sure space and extent of their operations have limita
tions, but I am reporting a feeling that we are in a decade 
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in which the productivity differences can close quite rapidly. 
HALCROW: Assume there is a great increase of production 
in livestock generally in Western Europe, won't they have to 
import the larger percentage of their feed supply? 
KOHLS: This also depends — I understand there can be 
immense shifts made very rapidly, particularly in France. 
Now, I leave it to you people who have been taking junkets 
all over the world, supposedly to learn these things. 
ACKERMAN: I will be happy to make a comment. They 
feel very strongly that they're about to make a breakthrough 
involving what has been one of their real problems — frag
mentation, of small plots. They say that they are right on the 
verge of being able to pull their people into industrial em
ployment to the point where their agricultural production 
units will be equally as efficient as they are anywhere else in 
the world. 

This still remains to be seen, but they're very optimistic. 
With the ability to combine their farms into bigger economic 
units, they are going to be able to equal our productivity. 
Whether or not they can catch up completely is another ques
tion. 
A R T H U R : What will it do with the productivity of land 
per unit? 
ACKERMAN: They feel it will increase their productivity. 
One of their limiting factors has been these very small plots. 
They haven't been able to use the machinery and equipment 
and so forth. 
A R T H U R : Machinery and equipment, yes, but per unit of 
land, fragmentized plots frequently use the land very inten
sively. 
ACKERMAN: Yes, but they can also bring in other land 
that has not been really utilized, and, they feel that they still 
have a long way to go in coming up to our fertilization rates, 
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for example. Also, there are seed improvements which they 
feel they can always apply and adopt. 
A R T H U R : This can be done on small plots. 
ACKERMAN: It can be, but is not as likely to be done on 
small plots because you're more nearly on a subsistence basis 
than with a commercial operation. 
A R T H U R : I think your answer is probably of some weight, 
but I find it very hard to get people in the business to show 
how to increase output per unit of land as much as they readily 
assume they can just by consolidating all of it. 
ACKERMAN: I would say the other comment that has been 
made frequently by the French economists is that with the 
development of more economically sound units, they also feel 
they can evolve a system similar to our Extension Service in 
which they can begin to secure a wider and quicker adoption 
of new practices and procedures and techniques. These are 
all interrelated. 
BERG: Many of us think that the modernization of agricul
ture is the application of mechanization to the land. I think 
this is one trap we are falling into. 

Really what is happening at the present time is the under-
girding of our entire agriculture with the basic sciences, the 
parts that come out of our laboratories. Principles of gene
tics are an example, and at the present time, the principles of 
chemistry are being poured out onto the farm. 

This is what is bringing up our productivity. For example, 
Dick Kohls alluded to the broiler industry. Europe had the 
mechanization down ten years ago, and they had better pro
cessing plants than we had, but they did not choose to develop 
the genetics in their own country. They came to the United 
States for it. Why? Because of the danger of Newcastle dis
ease. 

Now, when they bring this knowledge to Paris on their 
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own foundation stuff, they're going to have just as good a 
broiler as we have. It's this type of thinking that is revolu
tionizing agriculture. It's not mechanization particularly. 
That happened in the twenty's. We're now in the sixties. 
ACKERMAN: Would you extend it to land consolidation? 
BERG: It will help. They can lower per unit costs because 
they're going to be able to make some of these machines that 
make chemicals, such as fertilizers, much more effective. 
ACKERMAN: It's the adoption of these practices which they 
say will come on the larger more efficient sized unit. 
BERG: Obviously, the general feeling among agriculturists 
in Western Europe is that they are really on the move. This 
change in land structure is not only taking place in France, 
but even in Western Germany. 

Now, they're making much more progress than they have 
in the past, and they're accommodating this idea of part-time 
farming, so they're getting some good production out of these 
part-time farms. 
EZEKIEL: Mr. Chairman, I hesitate to intervene because this 
overlaps much of what I am going to talk about this afternoon, 
but since it is pertinent of this particular point, I think it is 
important for us to recognize that this coming agricultural 
revolution in Europe has already been under way more than 
a decade. 

There have been enormous changes. Living in Italy, I have 
seen firsthand, as a consumer, one of those changes. 

Italy is not one of the most progressive European coun
tries or one of the most highly developed in technology, but 
the mass production of chickens produced in Italy and con
sumed in Italy has cut the relative retail prices in half in the 
ten years I was living there. 

It was impossible to get anything but very scrawny Italian 
chickens ten years ago. Today, the mass produced chickens 
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sells the same way we sell it here, is generally available in 
Italian markets and has greatly increased consumption of 
chickens in Italy. And I am sure similar things are happening 
elsewhere. Originally, these chickens came from hybrid chicks 
flown in from England. Now, there're big outfits in Italy, 
largely American owned, producing the special hybrid eggs 
in big centers. These are shipped all over Italy to be bought 
up for broilers and for laying birds. 

This is simply one of many illustrations, and part of the 
situation is that European agriculture has already gone 
through a technological revolution. I will discuss this at more 
length this afternoon, but I think some of you who have 
talked to economists haven't read part of what is happening. 
RAGSADLE: Are we still on your question, Dr. Halcrow? 
HALCROW: I had two questions. One is the appraisal of 
the productivity of European agriculture and its potential 
in respect to the market, and the second really was directed 
at Warren Collins on the activities of private groups, parti
cularly, the American Farm Bureau. 

COLLINS: We established our Rotterdam trade office two 
years ago. It was primarily set up as an exercise in explora
tion to get a better feel of what the situation is there with 
regard to the potential United States' markets in Western 
Europe. 

This is a crossroad of the world from the standpoint of 
trade identification, and we found some rather revealing 
things, some of which have been brought out in the papers 
here. 

In the first place, there is great curiosity about everything 
we attempt to do on the part of European buyers. Right along 
with this, one becomes extremely conscious of the highly 
sophisticated trade fraternity. 

This is a buyer's market of a degree that I think many 
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people who did not have some specific exposure to it can 
hardly appreciate. The competition is extremely intense in 
any area of the market that we have taken a look at. 

Now, we're moving into the second phase of our original 
plan which is to start what we might call some order taking. 
We have been working to some extent from both sides. We 
have in this country about twenty-six firms with whom we 
have signed memoranda of understanding, and over there 
we have established quite a repertoire of potential buyers. 
The beginning sales are very, very difficult. 

We have had a few experiences with second sales, and they 
come much easier, but there are so many handicaps. Certain
ly, Cargill knows this, Quaker Oats knows this, but things like 
trade names in which our American firms have such a tre
mendous investment and which are of such great value to 
them here are absolutely worthless over there. 

Our readily identifiable standards of quality in this coun
try are just unknown over there. All these are handicaps 
that we really don't think of, and the list could be much, much 
longer. 

This is a general idea of the way we see the situation at 
the present time. 
WILKENS: I would like to comment on a point that Dr. 
Kohls made. He referred to trade teams and reports submit
ted by them, and I think concluded as some of the reports 
do, if we would ship only high quality products abroad, we 
might sell more of them. I submit that deeper digging on 
that subject is going to bring a different conclusion, and I'll 
cite some specific instances. 

I have, I suppose, contact with twenty-five or forty of these 
trade teams as they have come through Minneapolis. For ex
ample, one from Spain said, "We are not interested in high 
quality wheat. We want just the very ordinary wheat. That 's 
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what we want for ourselves in Spain." I heard the people 
from Ireland make the statement, "This wheat's fine. The 
price is too high." 

We shipped abroad last year something like six hundred 
million bushels of wheat. We produced in this country about 
double that. Just last week the South Dakota and North Da
kota Wheat Commissions were in Minneapolis. They sat 
down and talked with some trade people. They want to raise 
grain standards. They would like to get a nice, high, fancy 
grade of wheat and sell only this quality wheat abroad, and 
some of the traders asked them the very simple question, 
"Fine. You adopt the program now. What shall we do with 
the rest of the wheat? Leave it for American consumers?" 

You see, under the present arrangement, the American 
consumer, sophisticated, with money, selects the best. He 
pays premiums, he gets it. Not all buyers want to compete 
with Americans. Some of them might, most of them won't. 

Take another specific example in corn out of Duluth. 
You're amazed sometimes at the quality of corn, #5 grade 
corn, sample grade corn, that they seem to be able to sell in 
almost unlimited amounts. Good quality #2 corn could be 
bought for two to maybe twenty cents premium. Can they 
sell it? Absolutely not. Foreign buyers have no interest. 
Julius Hendel could tell you about that. They have no in
terest in this quality corn, but they are interested in the other 
at a price. Foreign buyers do a lot of talking and criticizing, 
but I'm not willing to admit at this time that our export 
salesmen are necessarily incompetent, that they would do bet
ter with additional training in this field. I think they're real
ly pretty competent and there's more than just to saying if 
we just exported the high quality we would sell more. 
KOHLS: I must say in defense of the reports, you have not 
read them deep enough if this is all you're getting out of them. 

[188] 

©1963 Mimir Publishers, Inc.



INFLUENCE OF ENVIRONMENTAL FACTORS 

I would say that in at least a sizable section of those reports, 
they're not arguing about quality. They're arguing that we 
don't do exactly what you said we're doing, and that is finding 
out the precise definition of what they want, and, then, filling 
it. 

It's the lack of uniformity over time that bothers them. 
It's this idea that we have not identified the market, and I 
would say you have. You see the difference between a trade 
which has had some kind of continuing experience, which 
the grain trade has, and the poultry boys who were just ship
ping things over and wondering why they weren't selling. I 
think this is the difference, finding the specification of the 
product. 

I agree with you, that just like domestically we have got 
some people whose specifications are below what the mar
ket will take — and good-bye for them. 
WESTING: It seems to me that I detect in the remarks of 
several of the people, a flavor of mercantilism, a kind of in
clination to hope to find in Europe an outlet for a lot of our 
surpluses. 

Now, I agree with Dr. Jesness that in international affairs 
we all tend to be essentially selfish, but I don't think we can 
be good traders if we expect all of the give to be on the side 
of the other party. 

I haven't, for example, heard anybody suggest that we might 
be willing to take an equivalent amount of poultry for wheat 
that we sold. You could hope, of course, that the imports 
would all be in industrial products, but I doubt if the indus
trial segments of our economy would look with great favor on 
that. 

Now, it would seem to me that the most we could hope 
for out of this arrangement would be to trade the kind of 
commodity in which we have the greatest advantage and take 
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back the ones in which they have the greatest advantage in 
roughly equal proportions. 

Unless you think in some such terms as that, I don't see 
how anyone can be anything but cautiously pessimistic about 
the whole prospect because we are not going to just export. 
I think that can be taken pretty much as a fact. 
THUROCZY: There have been reports in the past, as I un
derstand, that there is a problem of quality in our exports 
which is and tends to be a deferent of further expansion in our 
wheat trade. 

Particularly, many cases, as I understand, come up that 
the importers of American wheat, particularly the hard, red, 
winter wheat, do not get the same baking quality delivered 
in what they bought on a sample basis because the wheat 
grown in different geographical areas has different baking 
qualities. 

I would like to direct this question to the gentleman from 
the Minneapolis Grain Exchange. I was wondering whether it 
would support his argument or reject it. 
WILKENS: There certainly is a difference in quality bak
ing performance of wheat of the same grade if that's what 
you're suggesting. 

I guess all I can do is to refer to how the domestic miller 
governs himself under these same circumstances. He obtains 
samples either in carload lots, in the marketplace, or in sam
ples from round lots of grain, and he makes baking perfor
mances. If they're satisfactory to him, and the price is satis
factory, he makes the purchase. 

He takes steps to supply himself with what he wants, and 
he is sure of what he gets. 

Now, there may be cases where the foreign buyer will buy 
one grade, and he will get a certain baking performance out 
of that particular shipment of wheat. Perhaps he never paid 
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a premium to get that performance, so, now, he buys another 
lot of the same grade of wheat, but out of a different geogra
phic area, and he happens to get the other extreme. The bak
ing performance is extremely poor, so he complains, and 
that's what you listen to, these complaints. 

All right. So, he goes back for a third purchase from this 
same seller, and he says, "I want some wheat, and I want to 
be sure it has this baking performance." 

"Fine. I'll deliver it to you, and I will make the selections, 
and I will blend this wheat, and I will run baking tests, but 
this costs money, so it's a premium. What will you pay me 
as a premium to get this?" 

So he says, "I won't pay anything." That 's the impasse you 
reach. You see, it costs money to make these selections. Do
mestic mills are doing it, as do many foreign buyers. 
THUROCZY: Maybe I can amplify my question to you, 
sirs. This sort of situation where the foreign importers have 
some problem with the grain delivered reflects a kind of 
dissatisfaction with our own grading system, and, consequent
ly, we are losing a tremendous competitive advantage in vital 
markets like the Common Market. Perhaps, the gentleman 
from Canada would comment — I didn't hear of this kind 
of problem for Canadians, for example. 
HENDEL: This is a question I have heard all my lifetime, 
but especially when we start sending junkets. Who are the 
people that go there? What background have they got in 
understanding the problems, and who do they see? 

An efficient producer who knows his business, minds his 
business and tends to his business and says very little, he hasn't 
got too much time to spend. The visitor generally finds some
body who has a chip on his shoulder, who doesn't understand 
the mechanics of trade. 

The United States is a large country, and the quality of 
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wheat varies not only with the seed, but with the environment, 
with the soil, with the temperature, with the rainfall. 

In the U. S. you select wheat by sample. I happen to be 
the grandfather of the U. S. Feed Grain Council, and there's 
the Soybean Council, and there are wheat people and the 
Farm Bureau people. Our objective is to educate the buyers 
as far as our grades are concerned, the reasons why our quality 
varies on account of our topography and the size of the coun
try. Last year and again this spring, I was investigating com
plaints on shipments from the U. S. 

Inquiring as to the quality of shipments the last two years, 
I was told, "I happen to be on the Committee of Arbitration 
— we had two complaints every week two years ago. Now we 
have about one each fortnight, and sometimes, one each 
month." 

If you educate the buyer to know what he wants, and if the 
buyer knows what he wants and pays for it, he gets what he 
buys. 
THUROCZY: Isn't this the reflection of the new sedimen
tation test? This test measures much more accurately the bak
ing quality of wheat. 
HENDEL: They don't even want to hear about the sedimen
tation test (Laughter). 
RAGSDALE: We're just about ready to close. We'll have 
one or two more really burning questions to wrap it up. 
PADBERG: We talked about the barriers that nationalism 
puts in the way of trading agricultural products, and I would 
like to go back to this long range optimism a second. 

It seems as though if we look to the future, the representa
tion of agriculture in our political system is declining rapidly 
and will continue to decline. 

We have talked about consolidation of farms in Europe 
and their rapid economic growth. And according to their 
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resources base — many of us believe that they will have a lot 
of industrial development, and, therefore, probably, less po
litical representation in agriculture. 

I would like to ask Professor Jesness if he believes that 
this representation trend is valid, and if it will make any more 
sense and less nationalism in trading agricultural products in 
the future. 
JESNESS: I shocked one of the international trade organi
zations some months ago by suggesting that I could see the pos
sibility of some of this increased representation of nonagri
cultural people in the Congress. I think there are many closed 
minds with respect to the agricultural programs. There is 
some hope that you can catch some of these newcomers and 
really get them to look into the problem and approach it from 
the standpoint of the merits of suggested programs. 

I am firm in this conviction — the present administration 
says, "Our program — have controls or no program at all." 
As long as you have that, you're not going to get leadership 
on an agricultural program from the administrators, and it's 
up to the citizenry or leadership in Congress to come up with 
ideas. I see more hope in some of the new representation from 
nonagricultural districts being able to look at this objectively. 

But I think this — that, in my book, tends to exaggerate the 
consequence of the decrease in agricultural representation, 
farmer representation — while our farm population is going 
down, the population related to agriculture is tending to go up. 
Consequently, the agricultural segment remains quite strong. 
KOHLS: I've got to have demonstration on the world scene 
that a group of people lived through their lifetime in substan
tive freedom from war and gradually increasing standards 
before I'm going to see much change in people's basic con
cern over what they eat. 
RAGSDALE: Our time is up. 
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