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FOOD INFORMATION SYSTEMS

WEDNESDAY, SEPTEMBER 24, 1975

CoNGRESS oF THE UNitedD STATES,
TECHNOLOGY ASSESSME Nt BOARD,
OFFICE OF TECHNOLOGY ASSESSMENT,
washington D.C.

The Technology Assessment Board met at 2 :55 .m., -pursuant to
notice, in room 324, Old Senate Office Building, % on. Hubert H.
Humphrey (member, Technology Assessment Board) presiding.

Present: Senator Humphre and Senator Kennedy.

Staff present: Mr. Emdiq). Daddario, director; Mr. Daniel V. De
Simone, deputy director; Mr. ,J. B. Cordaro, food program manager;
Dr. Walter W. Wilcox, consultant; Ms. Ellen Terpstra, research asso-
ciate; Ms. Ann Woodbridge, administrative assistant.

STATEMENT OF HON. HUBERT H. HUMPHREY, A U.S. SEMATOR
FROM THE STATE OF MINMESOTA

Chairman HumpHREY. G*00d afternoon. 1 vvould like to welcome
everyone to the first day of hearings on food information systems. We
have three witnesses with us today-Assistant Secretary of A@cul-
ture for International Affairs and commodity Programs, Richard
E. Bell, Dale Hathaway, Directoq, International Food Policy Re-
search Institute,and Howard W. Hjort, ,John schmittker Associates—
who will begin the Office of Technolo~ Acsssrnent% hearings on
the accuracy and timeliness of world and 1J.S. food, agriculture, and
nutrition information systems. Through this hearing process, we will
additionally hear comments on the OTA Food Advisory Committee)s
repoti, entitled “Food, Agriculture, and Nutrition Information SyS-
tems: Assessment and Recommendation.” *

It is a privilege for me to chair the first hearings the Office of Tech-
nology Assessment has held on a specific assessment area.

In early 1974 | requested, with the endorsement of the ch’airman of
the Senate &riculture and Forestry Committee, Senator Herman
Talmadge, that OTA make an assessment of agriculture and informa-
tion systems and their adequacy for policy planning. The numexwus
events that occurred in 19'72 and 19'73 to trigger the necessity for this
assessment have been well chronicled. Althou@ these events may be
elated, their consequences and effects am still being felt today.

There has been increased attention given to the importance of agri-
cultural information in recent years. In 1972 Senator Bellmen and |
visited the Soviet Union, and our report, “Observations on Soviet and

‘See p.4
1)
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Polish Agriculture,” offered a number of recommendations such as
increasing the number of agricultural attach& assigned to the Soviet
Union.

The World Food Conference of November 1974 was intimately
concerned with this issue, and | wrote to Ambassador Edwin Martin
urging our delegation to support the establishment of a World Food
and Agricultural Information Center.

These hearings come at a most opportune time. The recent Russ-
ian grain purchases, their impact cm food prices, and their disrup-
tion of our agriculture marketing processes have again underscored
how fragile our information systems are to deal with unexpected -
events. Many have asked:

Why did the U.S. food and agriculture information systems
fail during the 1972-'73 period? What are the defects in our
system ?

In view of this and subsequent developments, do existing food
and agricultural information systems meet today’'s needs? What
improvements should be made to correct the deficiencies in the
system ?

A report submitted to the Office of Technology Assessment by OTA’'S
Food Advisory Committee detailed several options for the Congress
to consider. These hearings follow through on the options in the com-
mittee’'s report. The committee, a distinguished roup of academicians,
scientists, and industry and media leaders, wiYl participate in hear-
ings scheduled for February 4, 1976.

Because Congress is intrinsically dependent upon outside sources
for information upon which it bases decisions, it is necassary to focus
on these sources, especially the U.S. Department of Agriculture. These
hearings will underscore the importance of this subject area, explore
ways in which the options identified by the Food Advisory Commit-
te~ might be implemented, and clarify them.

The importance of the% hearings grows out of the recent depletion
of world food reserves. As long as apparently limitless reserves were
available, there seemed little need to gather exact information on the
world food situation. Emergencies could always be met. .

That is no longer the case. Only through adequate planning and
careful coordination of national food policies in the light of systematic ~
and timely information on the current food situation can the world
overcxune the present crisis.

We must diminish the realm of the unpredictable. We must take
some of the guesswork out of agricultural policymaking. Only in this . .
way can we provide a sound basis for world food policy.

Systematic information on the world food situation is particularly
important for the United States, the world’s major food exporter,
because of its open, free market system.

In view of recent and prospective Soviet grain purchases in U.S.
markets and the great uncertainties that have been created for U.S.
producers and consumers, | decided that the first 2 days of hearings
be devoted to an evaluation of the accuracy and timelmess of infor-
mation on U.S. and world agricultule in 1975.

It was the Soviet grain purchases in 1972, and the chaos in U.S.
grain markets which resulted from these purchases,which led me to
request an assessment of our food and agricultural information sys-
tems for food policy planning.
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I am pleased that President Ford has taken the initiative in nego-
tiati  a long-term grain purchase agreement with the soviets. 1n
thes® earings 1 plan to probe the information demands that a sound
agreement must address. If we are to depend primarily on the free
n]arket system, 1 believe our producers should learn of the soviet
intentions to buy specific quantities of grains in united states and
world markets at the same time that private traders are informed,
rather than weeks later. | hope to learn that the Soviets have agreed
to space their purchases throughout the marketing year> rather than
creating meat market uncertainties by making large annual purchases
during the harvest season before the full domestic and export require-
ments for the marketing year are known.

These hearings substantially implement option No. 6 of the Food
Advisory Committee’s report., which states:

We recommend that the A%r_icultural Committees of the Congress schedule
hearings to determine what improvements in the Foreign Agricultural Service

and the Economic Research Service have been made since 19712-73, and what
further improvements are feasible.

I note that there has been a substantial increase in the number of
reports issued by both the Foreign Agricultural and the Economic
Research Services. It no longer is possible to separate the domestic
from the world food situation. Yet my contacts with staff and con-
stituents who depend on the Department of Agriculture for current
information question the continued lack of integration of the staff
which gather and analyze the world and the domestic information.
They question whether this administration is placing as high a priority
on economic intelligence as current conditions warrant.

Our first witness will be Assistant Secretary Richard Bell, who will
bring us up to date on the improvements in our information on a~i-
cultural production and food import requirements of the Soviet Union
resulting from the information exchange agreement entered into with
the U.S.S.R. in June 11)73. We find our U.S. grain markets in the
summer of 1975 disrupted again, much as they were in 19’72, by
rumors as to the Soviets buying plans.

I hope filr. Bell will be able to report on the progress of the U.S.
effort to negotiate a long-term grain sales a~eement with the U.S.S.R.
I hope it meludes a provision which rcgmres that prior to entaring
negotiations with private grain exporters, U.S. informational agencies
will be informed as to the amount of the planned purchs.

It is my hope that as a result of these hearings, the people will learn
how much of the confusion regarding Soviet food recpnrements that
occurred these past few weeks can be avoided in the future.

After reviewing the current situation with respect to information
available on food and agriculture in the Soviet Umon and the People%
Republic of China, we will look into the improvements in the infor-
mational activities of the international agencies in response to the
resolutions of the 1974 World I?00d Conference.

Tomorrow afternoon we will have a panel from the Department of
Agriculture r rie the Department’s world information gathering
and analytical capabilities, followed by several witnesses from the
private grain trade and industry who wdl report on their experiences
m to the accuracy and timeliness of the information needed by their
firms in con(~uet ing their business operations.
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Information is a precious commodity. To be useful, it must be ob-
jective, timely, and reliable. Such information will not automatically
ensure better decisions, but it will expose those decisionmakers who
fail to use these resources.

[The following material was referred to on p. 1]

Foob, AGRICULTURE, AND NUTR.ITIO~ INFORMatioN Systems:
ASSESSMENT AND REMMMENDATIONS

(Report of the Food Advisory Committee, Congress of the United -
States, Office of Technokggg Assessment)

Food Aiihhory Committee

Dr. Clifton R. Wharton, Jr., president of Michigan State Univer-
sity is the committee chairman.

Dr. .Mm-tin 11. Abel, University of Minnesota.

Dr. W. D. Buddemeier, director of international agriculture pro-
~l~:i~and associate dean, College of Agriculture, University of

Dr. “David 4X1, director of cooperative extension, Cornell
Univemity.

Dr. D. @le Johnson, vice president and dean of faculties, Univer-
sity of Chicago.

Arnold Mayer, legislative representative.,, Amalgamated Meat Cut-
ters & Butober Workmen of North America.

Dr. Chester O. McOorkle, executive vice president, University of
California (committee member through May 19'75).

Dr. Max IMilner, Department of Nutrition and Food Science, Mas-
sachuetks 1n~itute of Technology.

Dr. Robert Nesheim, vice president, research and devdopment,
@~aker Oats co.

Esther Peterson, president, Nyational Consumer League, and con-
sumer advisor to the resident, Giant Food, Inc.

Prof. Roger Reve I, director, Center for Population Studies, Har-
vard University.

Leon Schachtir, international vice president, Amalgamated Meat ~
Cut'tmw & Butcher Workmen of North America (commitie member
through May 1975).

Txumen Seth, editor of the editorial page, Des Moines Register and
Tribune.

Dr. E. T. York, Jr., provost of the University of Florida.

Preface

The growin~ world interdependency has highlighted the information
systems describing that interdependency, Nowhere is this need clearer
than in the mwas of food, Wriculture, and nutrition.

The U.S. Congress recognized the centrality of this problem for
some ~ime. But @he events of reeent years led them «© make this area
the fiti ptiority for the attention of the newly organized Food Ad-
visory (“ommittee of the Office of Technology Assessment.
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As work in this area began, the committee realized that informa-
tion systems, even when limited to food, agriculture, land nutrition, is
a broad topic. The current information system was never designed
as a total system but represents an historical accretion based upon
multiple uses and purposes---often conflicting. While the committee
recognized the ideal would be to address the needed improvements in
the total system, we realistically concluded that an adequate assess-
ment of the total information systems would have retumed greater
resources and more time than was available. The committee therefore
chase to concentrate its attention on a limited set of recommendations.
Two criteria were employed: Those areas which are most amenable
to congressionnl action and those which in the committee's judgement
most urgently require attention.

Our focus was also limited to the information systems rather than
the analysis of the information gencrated by the systems, even though
past problems often have been more clue to poor analysis than deficient
information.

Tho twelve major recommendations are devoted to the need for:
greater analytical capability, correction in data obsolescence, improved
timeliness and reliability, better fertilizer information, strengthening
the economic Research service. Statistical Reporting service and the
I'orei,, Agriculture Service, utilization of new information gathering
technolo~~’, improvement in nutrition information systems, and im-
provements in the international food and agriculture information
systems.

The work of the Food Advisory Committee was considerably aided
by the detailecl studies of three contractors: Michigan State Univer-
sity: Sidney M. Cantor Associates, Inc.; and The Futures Group, Inc.

While these reports were not a formal part of the committee%
report, the person seeking greater depth and breadth of coverage will
find them highly rewarding.

Various members of the OTA staff were most helpful to the com-
mitta in preparing base documents, summary statements and pre-
liminary drafts. In this process we would especially single out Mr.
,T. ~. Cordaro and Dr. Walter Wilcox. Responsibility for the final
document is,”of course, the committee’s alone.

We sincerdy hope that our recommendations will prove valuable
to the Congress and worthy of serious consideration.

Crmrro~ R. WiHAR~N, Jr.,
Chairman, Food Advisory Committee
JUNE 19'75.

Introduction and Sumnwy of Reco9n7nendation9

Within 2 months in mid-1972 the world food situation changed
suddenly. This was due chiefly to poor crop conditions over much of
~~sia and large purchases of U.S. wheat by the Union of Soviet ScP
cialist Republics. The phenomenal and unexpected increases in prices
of wheat, feedgrains, and soybeans after October 1972 disrupted the
U.S. livestock economy and within a few months retail food prices
were rising rapidly. These developments tuok place in con-junction
with a less visible, longer run reduction in stock due to the rapid
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growth in per capita income in a large number of developing and

developed countries.

As world grain production dropped sharplyin 1972-73 and world
demand surged upward, world food stocks were reduced to historically
low levels In some of the developing countries, there was less bread
and rice for poor people. In some developed countries, there was less
grain and protein feed for livestock, and consumers experienced
smaller supplies of meat and sharply higher retail food prices. The
increases in retail prices of U.S. farm products and food from October
1972 to August 1973, were by far the largest experienced since 1945-48.

The magnitude of the increase in farm product and food prices in -

the United States was not publicly predicted by authoritative sources
inside or outside government. Members of Congress were concerned
about the sharp increases in the cost of food and farm inputs and by

shortages of production supplies, especially fuel, protein meals,

fertilizers. Why had the U.S. food and agriculture information sys-
tems failed to warn them of the impendmg shortages?

Underlying the dramatic events of the 1972—73 period have been
recent fundamental changes in the world food situation. These include
continued rapid increase in world population, the rise in consumer
consumption expectations including increased demands for livestock
products, sharply increased international trade in food, an increased
dependence of the U.S.S.R. and the People’s Republic of China on
world grain markets, wide shifts in monetary exchange relationships,
widespread inflation> and now widespread economic recession.

In view of these developments, are current food and agriculture
information systems adequate ?

Do the food and naviculture information systems, with their em-
phasis on food production and disappearance, which yield only frag-
rnentary information on nutritional status of specific groups, prmude
adequate information about the nutritional status and food habits of
all consumers ?

How well do these current information systems meet today’s needs?

This report is an assessment of the food, agriculture, and nutrition
information systems which now serve Congress, executive departments
and agencies, State and local governments, researchers, and private
citizens. It focuses primarily on information concerning national and
world food production, trade, stocks, prices, and disappearance, and
on information needed for policy decisions made by Congress, Fed-
eral agencies, State governments, and a~ibusiness.

The existing agricultural information system, for the most
measures output and its various ramifications. It is basically an im-

ersonal, production oriented system. What happens to food after it
reaves the final point of sale is not included in this system. A food and
nutrition information system should also be a consumer oriented sys-
tem that builds upon the nutritional needs of the consumer. It should
relate food to the nutritional needs of the individual.

International and national nutrition information systems are con-
sidered primarily from the viewpoint of their adequacy for providing
policy guidance to Congress in the areas of food and nutrition. There
1s no attempt to assess the many subsectors of the food, agriculture
and nutrition information systems, each of which may be important to
other clientele.

and

part, .

*!
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Summary Recommendations

MORE ANALYTICAL CAPABILITY NEEDED

More complete and more reliable information is needed on world
agriculture; the recognized need for an effective food and nutrition
surveillance system has not been met. Con gress greatest need, however,
is for more analytical services and capaility for dealing with the
burgeoning information flow on the rapidly changing food, agricul-
tural and nutrition situation.

1. We recommend that the Congress increase the analytical capa-
bility of the staffs of its agricndtural committee.~, and of the agricul-
tural specialists in the Congressional Research Service A group of
several compertent analysts of making its studies should
be available to Congress.

Congressional committees and subcommittees now call on the USD.4
Economic Research Service and land grant universities for analytical
reports on issues of concern to them. A part of the increased analytical
ca]x~bilities needed by ~longrcss could be provided by a closer worl~-
ing relationship with executive agencies and other institutions, in-
c~nding in some cases, additional financing for specific studies.

Z ?~re aho recommend that the Congress develop clo8er i&~i80n with
the exeeut?'ve agencie8 and the ~and grant wniver8u%e8 requesting thcm
to devote more of tllez’r analytical capabiwe8 to the analy8i8 of
$;)f ommztion f or Congress.

Obsolescensce in data correciton

Woc find serious obsolescence in many food and fiber data series. In
addition, many new dccisionmnking demands arc being imposed on
data systems which were not designed for such purposes. Although a
distin~lishecl committee of the American Agricultural Economics
~~s_..ti,urged action i ~i_ling with these iIssues aslong ago as
I1)7z., efforts on the part of responsible administrators lool<in~ toward
the Improvement of these data series has been frustrated by laclc of
public concern and support.

,3. We recommend that eifher the Joint 1?conqrn,ic Committee? or one
or both of the Agrz”cwltwe Committees, rejnwt the Secretary of Agri-
mdtwe to establish cm. ogricwdturul statistical review com?m’ttce
charged with responsibility of making recommendatibna to the Con-
~rem and appropriate executive agencies for zwodernizin~, coord~~af -
kng and ~tandardizi~ the food and fiber data aertea. Thi8 agricuh.wa~
8tati.~ti$a.l rem%w committee 8hcwld include member8 from the vanou8
discipline~ and groups who utilize food and agricultural data.

IMPROVEMEN™I" 1> TIMELIN"ESS .4ND RELIABILITY OF DATA NEEDED

lIfost national food and agricultural data series arc released
promptly. There was, however, an excessive time lapse before the last
agricultural census data were available.

The timely collection and release of reliable agricultural data by
the Census Bureau has encountered serious problems in recent years.
In order to reduce costs, the Census Bureau is conducting the agri-
cultural census in 19T5 with primary reliance on the return of mailed
quest ionnaires.
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A private consultant group, American Agribusiness Associates,
found that more accurate benchmark data could be provided by the
USDA. Statistical Reporting Service at the same or lower cost than
by the continuation of the 5-year agricultural censuses conducted by
the Census Bureau. Other users of agricultural census data believe
that both the reliability and timeliness of such data could be improved
if the responsibility for providing such data were transferred to
the Statistical Reporting Service.

4. We recomnnend tltat the congremioruzl cOnwnittee8, which have
juridictwn ovor the Depa.rtnumt of Agriculture and the %ureau of
Lfen8u8 actiuitie8, study the de8irabiZity and feasibility o integrating “
the 8tajl’ and activitie8 of the Agricultural Uensm into tL ~tdi8tihd
~eporting Service. #uc?b a study, with hearin 8 if needed, 8hou2d be
8chcdu~ed w~thin the rwxt calendar year. If tL re8dt8 8U~#WTt 8uch
a .trazwfer, a Propriatc @@$ation 8hould be t?nwtea? providing for °
tran8fer of @ e re8ponMdzty for agtiltura7 benchmark data to tb
il'ltati~tical Reporting Service when the procemhtg of the J9Y5 agri-
cultural cen8us data ;s completed.

IMPROVEMET' IN' FERTILIZER INFORMATION SYSTEM NEEDED

The collection of fertilizer information and its anal sis and dis-
semination are shared by ten governmental agencies ari'at least two
industry-financed trade associations. There is substantial consensus
among the users of this ‘information that important improvements
are possible, especially in terms of the timeliness of t e reports,
increased reliabdity, and the publication of the scattered informa-
tion in comprehensive monthly and annual reports.

,5. We recommend that the 8everal congressional committee,~ having
responsibility for the executive agencies which correct and public the
various series of data dating to fertilizer conduct studies and hearings
to determine ways, means, and costs of improving fertilizer inform-
tion systems.

STREXGTHENING OF TIIX? ECONOMIC RESEARCH AND FOREIGN AGRICULTURAL
SERVICES NEEDED

In fiscal year 1972-73, when the failure in the international food z
information system occurred, the Government was spending $61
million annually on the four basic national agricultural information
agencies: the Statistical Reporting Service, the Economic Research
Service, the Market News Service, and the Foreign Agricultural _-
Service.

Since early 1972, the Economic Research Service has been re-
organized, and minor reorganizations occurred in the other agencies.
Additional funds were requested by the agencies to permit them to
collect additional data and to provide for more analyses.

In part, as a result of these actions, appropriated funds for these
four agencies were increased to $73 million in 1974-75 and appropria-
tions of $80 million are being requested for the 1975-'76 fiscal year.

In terms of purchasing power, however, the $80 million requested is
slightly less than them agencies received in 1972-73.

Important steps have been taken since 1972 to improve the quality

and timeliness of the information available on world agriculture and
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agricultural requisites. We believe, how-ever, that additional improve-
ments are needed.

The Foreign Agriculture Service should improve its information
collection capability by: Giving its attach& basic training in informat-
ion gathering expanding its reporting capabilities in the critical
developing countries; improving Its data transmission and the time-
liness of its summaries; improving its reports for the major commodi-
ties, talking into account probable requirements of the importing
countries; and improving its reports on world agricultural requisite
supplies and requirements, especially fertilizer.

The economic research Service should improve its world informa-
tion analysis capability by: Strengthening its ability to analyze, evalu-
ate, and interpret current world information on a monthly basis dur-
ing the crop growing and early harvest season; increasing its abilitv
to analyze current world weather data and interpret its significance,
in terms of probable crop production in the current season; and de-
veloping world models of production, utilization, trade, and prices
for the more important agricultural commodities, especially grains,
which would permit timely evaluation of new data on a monthly basis
du ri ng the growing and early harvest season.

6. We recommend that the Agriculture Committees of the Congress
schedule hearings to detcmine what improvements in the Foreign,
Ayriculturol Service and Economic Research Service have been made
since 1972-73, and what further improvements are feasible.

Such hearings should focus on: Additional data series to be col-
lected by the Foreign Agricultural Service; steps to increase the time-
liness of reports issued; steps to improve the quality of the data ob-
tained from abroad; and appraisals by the administrators of these
sin-ices concerning additional improvements that could be made in
existing information systmxs, and the probable cost of achieving the
improvements.

DEVELOI'MENT OF IMPROVEMENT TECHNOLOGY

We, note with approval that the Department of Agriculture has
joined with the National Aeronautics and Space Administration and
the National Oceanic and Atmospheric Administration to detemine
whether data gathered by satellite and analyzed with the aid of com-
puters can improve the timeliness and accuracy of major crop fore
casts. We also note with approval that the National Oceanic and
Atmospheric Administration is cooperating with the Statistical Re-
porting Service in the analysis of weather data as related to crop
yields.

7. We believe ~t i s urgent that experimwtf9 mid analy8ef9 utilizing
nwo tc~hnologi~s for obtaining and andy.zin,q data go forward o~Il on
e,rpm~ding swJac as preliminary rcswlt~~ inc7wling cost efectirtw~ss
or)a7ytw.s7 justify.

NCTRITION IXFORS3f.iTION SYSTEMS N? RIOUSI,Y DEFI(CIEhT

~~e find that although the 1?ederal Government appropriated $6.1
billion for food stamp and related food distribution pro~rams in tim
1975 fiscal year, it has not conducted adequate, objective pro~~am
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evaluation studies to determine the extent to which these programs
are achieving the goals set for them by Congress.

8. We recommend that Congress request the Food and Nutrition
Service which administerd the food assistance programs to expand sub-
stantially its program evaluation studies. These studies should be in-
tegrated to maximize their cost effectiveness and ensure getting the
quality and type of information necessary to make appropriate
evaluations.

Meaningful food and nutritional surveillance information is far
more difficult and costly to obtain than comparable information on
food production. This is because of the difficulty of measuring food .
consumption and nutritional deficiencies. In part the cost is related
to survey methods which require clinical evaluations as a part of a
comprehensive evaluation of an individual's nutritional status. Nutri- -
tional scientists also are not fully agreed on the significance and re-
liability of specific tests for nutritional deficiencies. Even though the
White House Conference on Food, Nutrition and Health in December
1969, emphasized the need for a national nutritional status monitoring
or surveillance program, little progress has been made in establishing
such a program. The Senate Select Committee on Nutrition and Hu-
man Needs has held many hearings and issued many reports since that
time but, thus fax, has made little progress in developing a national
nutritional status surveillance program.

9. We recommend, as a first step developing a national nutritional
status monitoring ,and surveillance program, that the Select Commit-
tee hold hearings on the adequacy of design and integration of the
ongoing nutrition suweys being conducted by Department of Health,
Education, and Welfare, and the planned Household Food Consump-
tion Survey to be conducted by the Department of AgriouZture.

The Food Advisory. Committee plans to consult further with lead-
ing nutritional Scientists, and make recommendations for establish-
ing a continuing nutritional status surveillance program.

IMPROVEMENTS INTERNATIONAL FOOD AND AGRICULTURE
INFORMATION SYSTEMS MERIT SUPPORT

Resolution XVI of the 19~4 World Food Conference recommends .
a greatly expanded global Informat.on and early warning system
on food and agriculture..FAO is now m the process of improving and
expanding its information collection and dissemination activities as
directed by the resolution. It will be limited in its expansion plans -
both bv funds and by a shortage of technically competent staff.

10. We recommend that the United States strengthen its own agri-
cultural information agencies, but, in addition, the United States
can and should provide increased financial and technical assistance
for FAO information activities

It could perhaps help guide development of FAO information
activities by making financial grants and/or loaning the technically
qualified staff to accomplish specific, agreed-upon tasks in the infor-
mation field.

At present, the FAO staff, and the staffs of other international
agencies which issue information on world food conditions, often
are limited by the data supplied by member countries. Sometimes
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other information indicates that the official reports are out of date
or have been politically motivated. This is a serious handicap for
international information agencies.

11. We recommend that Congress request the United States repre-
sentatives with supervisory and liaison responsibilities for interna-
tionail information agencies to support the development of rules and
regulations for the international professionul staffs which would au-
thorize and direct these staffs to use the most reliable information
available to them when compiling their reports.

FAO, in implementing World Food Conference Resolution XVI,
concerning the improvement of basic data, reports that it plans to
provide more technical assistance to individual countries for improv-
in,the methods of reporting on current harvests and crop condi-
tions. This is an area where the United States has made important
contributions in the past through technical assistance activities of
the Agency for International Development. Congress in its author-
ization for AID has given a high priority to food and agriculture.

12. ‘We recommend that Congress direct AID to increase its tech-
nical assistance for the improvement of agricultural infmvnatiun
systems, including the introduction of advanced information tech-
nology, in the developing cowntries most deficient in teir agricultural
statistical institutions.

ADDITIONAL NUTRITION STUDIES PLANNED

The implementation of these 12 recommendations would result in
eliminating the major existing gaps in the world food and agricul-
tural data series and make substantial improvements in the national
series.

If implemented, these recommendations also would greatly increase
the range of analyses of current information available to Members of
Congress. The need for an improved food, agricultural and nutritional
information system growing out of the growing world interdependency
would be substantially met. The danger of some future failure of the
system similar to the 1972—73 occurrence would be lessened.

The assessment of the nutritional information system indicates
that little if any progress has been made toward establishing a na-
tional nutritional status surveillance program. The need for such an
informational program was outlined by the 1969 White House Con-
ference on Food, Nutrition and Health. The need for such a program
was reemphasized in hearings held by the Senate Select Committee
on Nutrition and Human Needs in June 1974 and detailed in their
May, 1975 report entitled ‘(Towards A National Nutrition Policy.”

Many complex issues are involved in established a cost-effective
surveillance program. The Food Advisory Committee plans to con-
tinue its assessment in this area, consulting further with leading nutri-
tional scientists and make specific recommendations in the near future.
A subcommittee has been appointed for this purpose.

Food, Agricultural, and Nutritional Informtion Needs of Congress

This section explores the food, agricultural, and nutritional infor-
mation needs of Members of Congress as a prelude to assessing the
deficiencies and suggesting changes.
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CONGRESSIONAL WORKLOAD

The Senate Committee on Agriculture and Forestry in the 93d
Congress had 177 bills and resolutions dealing with food, agriculture,
and nutrition referred to it for consideration and possible legislative
action. The Committee on Agriculture of the House of Representa-
tives in the same period received 565 similar bills and resolutions.
Another 1,089 bills and resolutions dealing with food agriculture,
or nutrition were introduced by Members of the 93d Congress and
referred to other committees having jurisdiction over the particular
issues addressed in the ‘bills.

The number of bills and resolutions dealing with food, agricul-
ture, and nutrition introduced in the 93d Congress, and referred to
each of 13 committees in the Senate and each d 19 committees in the
House of Representatives is shown in the accompanying table.

TasLE 1.-Bills and resolutions dealing with food, agriculture, and nutrition
introduced 1N the 2d session of the 93d Congress

Number_of Wlu

Referred to Senate Committee on: and re60lutibna
Aergnautical and Space Sciences
Agriculture and Forestry - -
Banking, Housing and Urban Affairs 17
Commerce Committee -----------"mmmmmmmmmmmm e 16
District of Columbia -1

Foreign Relation§  --—------=-mmmmmmmmmmmmmm oo

Finance ---------------- R 2
interior and insular Affairs--------------------------oo-ooooooooo- 5
Judiciary  =------m oo
Labor_and Public Welfare -— 5
Post Office and Civil Service 4
Public WOrkS  —----mmmmmmm oo 1
Rules Committee ------------mm--mmmmmmmmm o - 8
Total Senate ----------mmmmmmmrmm e 330

Referred to House Committee on:
Administration =---------mmmmm o -

AQriCUlture  =-mmmmmmmomm oo ---- 565
APPropriations  ------mmmm oo 7
Armed  ServViCeS-------=---mmmmmmmoeeeeeoi 1
Banking and CuUrrency --------=--==-m-mmmmommmommon s 116
District of Columbia -------------mmmmmmmooo o s 1
Education and Public Welfare -------------mmmmmmommo oo 133
Foreign Affairs =---mmmmmmmmm o 25
Government Operations --------------mmommmommoommoeooeos oo 1
Interior and Insular Affairs ---------mmmmmmmmm s 8
Interstate and Foreign Commerce -- 3%
Judiciary ------ so memeee- Sms mmms mmmmoees eeeeeeoeooos oeooo- 23
Merchant Marine and Fisheries ------------------- 12
Post Office and Civil Senile -------=----mmmmommo - 10
Public WOrkS =----mmmmmmm s 1
RUIES  ~mmmmm oo mm s oo 20
Sciences and Astronautics------------ R EEREEEEEEETTEEEEEEEPEEEs 1
Veterans  ---mmom oo 8
Ways and Means~----------ommmmmmmmmmmmmoooo 102
Total House--------------------- L-mmmmmmmmm e 1,501

'From the House Bill Status Office.

Each year Congress also must approve appropriation bills author-
izing Federal Government expenditures of billions of dollarsfor Fed-
eral food assistance, farm income support, research, education, and
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regulation in fields of food, agriculture, and nutrition. The more
important food, agriculture, and nutrition issues in ‘the 93d Congress,
other than the level of funding of the already authorized Federal
programs in these fields, dealt with the desirability and feasibility of:

Additional export restrictions to reserve adequate domestic food
supplies for domestic consumers;

Modifying energy price control and allocation regulations to assure
adequate energy supplies for the production of fertilizer, crop drying,
and related agricultural activities;

Making additional quantities of limited supplies of our food avail-
able, through the Food for Peace Public Law 480 program, to devel-
oping countries that are unable to purchase their food requiremenents in
the commercial markets;

Increased regulation of trading in commodity futures markets to
safeguard the rights of the traders and to improve the efficiency of
the markets;

Providing emergency credit for livestock producers who are suffer-
ing from the squeeze of sharply increased feed costs while livestock
and livestock product prices failed to increase or declined;

Modifying the peanut, rice, and tobacco price support and supply
adjustment programs, to reduce governmental program costs, and
increase their market orientation.;

Amending legislation regulatmg the use of agricultural chemicals
and feed additives ‘by reducing the scope of specific regulations which
sharply increase production costs yet provide only limited benefits to
society;

Amending the Agricultural Act of 1973 to give farmers increased
economic protection, in view of the sharp increases in production
costs.and to provide adequate incentives for increased food pro-
duction;

Explorinnumerous rural development issues through ‘(oversight”
hearings held by both the House and Senate subcommittees on rural
development in the 93rd Congress.

In addition to these major food, agricultural, and nutritional issues
which were debated in the 93d Congress, there were hundreds of con-
stituent requests for congressional assistance which required Mem-
bers of Congress and their staffs to acquire up-to-date in vhformation in
order to be able to respond to them.

SOURCES OF INFORMATION”

Although a Member of Congress, or his staff, seldom has as much
information as he would like to ‘have on a particular issue, Congress
does not suffer from a dearth of information. Rather, the Members’
offices are almost overwhelmed by the volume of reports, letters, news
items, and telephone calls coming into their ofice each day.

They depend heavily on the statistical and related reports of the
cxecutive department agencies, the news media, constituent mail and
reports, lobbyists, and the Congressional Research Service.

The screening of this massive flow of information is an enormous
job. The pressures for immediate action within Congress me severe
and little time is available for analysis and synthesis of the informa-
tion streams. This is especially true for analysis and planning with

68- S7T7—76—2
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respect to the longer term problems in the food, agricultural, and
nutritional areas. ldeally congressional policy should be backstopped
with informational systems vhich have three equally important com-
ponents: “Statistical measures which provide an “early alert’ system
of problem identification; measures to provide adequate description
of the problem and allow the formulation of policy options; and
reformulation of technical statistics into measures that can be com-
municated in a form to allow ready interpretation and understanding
by busy members of Congress who are not fully familiar with many
food, agricultural, and nutritional issues. .

CONGRESSIONAL RESEARCH SERVICE

The Congressional Research Service with its automatic data process-
ing facilities and other research resources is the only agency which has “
m its primary goal the organization of information specifically to meet
the day-to-day requests of Members of Congress. It maintanns a corps
of analysts in most subject matter fields, and news clipping services
ready to respond to requests by Members of Congress for inf ormation
on speoific issues.

In recent years, increasin amounts of information most commonly
requested by the Congress have been accumulated in computer data
banks available on a moment's notice. Automatic data processing of
information for congressional use is in its infancy. Some of the great-
est progress in the next few years will be made in this field.

MORE ANALYTICAL CAPABILITY NEEDED

We conclude from this assessment that more reliable information is
needed on world agriculture and the nutritional status of the people.
Congress greatest need, how~ver, is for more anal tical ca ability for
deahngwlththe burgeonm~ ?nform:atlon flow on 1 e rapid ¥ changing
food, agricultural, and nutritional wtuation.

We reconwnend that the Congres8 increaxe the analytical capai%lity
of the 8ta#8 of it8 Agm”cultural Conwnittee8, and o the agricwttural
8pem”ali8t8 in the Congre88iuna~ Re8earch ~ervhe. 1 group of 8everaZ
competent analy8t8 capabk of making it8 own 8tua?ie8 8how?u? be avail- .
able to Congre88.

Congressional committees and subcommittees now call on the USD.~
Economic Research Service and land grant universities for analytical
reports on issues of concern to them. Fart of the increased analytical
capability needed by Congress could be provided by developing a closer
working relationship with executive agencies and other institutions,
including, in some cases, additional financing for specific studies.

We &0 recommend that the Congre88 develop do8er Uai80n with
the executive agen.&e8 and the land gramt univer8itie8 requesting thenb
to devote more of t?wir andyttiaZ capabWtie8 to the anazZy8h of infor-

?n&on for congre88.
‘Mayver Jen V., hat 1. “ i i isti
?‘];7‘2g615u‘lt;tsﬁ'ésteatrlgnAjoumalDo?rWFnDicuetuub’!L? 591;'%949}] a\%f S gg,d l?o?tg[ : Baleéﬂe%%l[%?s
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National and International Food and Agricultural Information
Systems

Each year, the U.S. Department of Agriculture publishes a volume
entitled “Agricultural Statistics”containing over 800 statistical tables
including new data for the previous year. The introduction to one of
these recent volumes states:

“AgiriculturaJ Statistics” is published each year to meet the diverse needs for a
reliable reference book on agricultural production, supplies, consumption, facil-
ities, costs, and returns. * .* Most of the data were prepared or compiled in the

U.S. Department of Agriculture. * * * |ts tables of annual data cover a wide
variety in forms suited to most common use.

STATISTICAL REPORTING SERVICE

In addition to this annual publication, the Statistical Reporting
Service of the Department of Agriculture-with a budget of $27 mil-
lion in 1975—publishes a series of monthly and quarterly reports on
crop and livestock production, supplies, and prices. It publishes other
reports at specific times once or twice during the year, such as farmers’
crop planting intentions published in March.

It is probably best known for its monthly forecasts of crop produc-
tion as the growing season progresses. These reports are based pri-
marily on careful counts and measurement, at the beginning of each
month, of the plants growing in specific sample plots in all parts of the
United States, selected on the basis of probability sampling. Each
month estimates are made of the probabye crop outturn, taking into
account the condition of the crop at that time, and assuming normal
weather will prevail for the balance of the crop growing season.

Fifty years ago, estimates of acreages planted of the various crops
crop production, and livestock numbers of farms were based on volun-
tary reports sent in by cooperating farmers, and observations of State
and Federal employees who drove through key farming communities.
Today they are based primarily on enumerative probability samples
from both area and list frames; basically area samples for crops and
multiframe sampling procedures for livestock. Precise acreage meas-
urements and livestock counts are taken for the sample areas. In addi-
tion to its estimates of crop acreage and production and livestock
numbers on farms, the Statistical Reporting Service issues reports on
stocks of grains and oilseeds on farms and in warehouses, cold storage
stocks of selected products, cattle on feed in fattening lots, broder
chicks hatched, milk production, prices received and rices paid by
farmers, and other similar reports. For each report, t e Service has
developed a system for information, which is as accurate and reliable
information as possible for a reasonable expenditure of funds. Result-
ing national estimates for major crop acreages and livestock inven-
tories have sampling errors of 2 percent or less.

All periodic and annual estimates are subject to revision over a
period of approximately 5 years as data from marketing, processing
plants, and other sources become available.
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ECONOMIC RESEARCH SERVICE

The Economic Research Service of the Department of Agriculture,
with a budget of $22 million in 1975, analyzes the data reported by the
Statistical Reporting Service, by the Agricultural Census, the Agri-
cultural Marketing Service, the Foreign Agricultural Service, and by
other agencies of the Department of Agriculture as well as data from
financial institutions and agribusiness. It is best known for its situa-
tion, and outlook reports for specific farm commodities such as wheat,
feedgrains, livestock, and dairy products, which are issued several
times during the year.

In addition to publishing the national situation and outlook re-
ports issued at regular intervals, ERS participates in regional outlook
conferences, and the various ‘branches of the Service issue a wide range
of analytical reports. Among these are found economic development
activities in rural areas, analyses of employment of migratory and
other hired farm labor, economic developmental activities in forei=-
countries, and summaries of the financial assets of farmers. It has
developed a national agricultural production model, which is used in
the evaluation of alternative farm program proposals and for a large
number of similar analyses.

The agriculture committees and subcommittees of the House and
Senate occasionally request the Economic Research Service to prepare
special analytical reports, such as the report, “The U.S. Food and
Fiber Sector: Energy Use and Outlook,” a Ill-page report prepared
for the Subcommittee on Agricultural Credit and Rural Electrifica-
tion of the Senate Committee on Agriculture and Forestry in Septem-

ber 1974.
AGRICULTURAL MARKETING SERVICE

The Agricultural Marketing Service of the Department of Agricul-
ture is charged with the responsibility of administering a large num-
ber of inspection, grading, and other marketing regulations. It is a
major source of information on products processed and marketed. Its
Market News Service (with a budget of $11 million in 1975) provides
daily, monthly, and annual information on market supplies and prices
in the principal markets of the United States.

FOREIGN AGRICULTURAL SERVICE

The Foreign Agricultural Service (with a budget of $13 million in
1975 for its information services) collects and disseminates informa-
tion on world agriculture. In 1974, it had attach& stationed in 63 for-
eign countries spending approximately 40 percent of their time report-
ing agricultural information from more than 100 countries. In 1973,
these attach& sent in 3,091 reports. The Foreign Agricultural Service
also receives over 2,500 foreign agricultural publications annually.
Frequent highlight reports covering agriculture generally are received
from attaches stationed in the 27 more important developed and de-

veloping countries.”
= Foreign Agricultural Service, in interview with Walter W. Wilcox, October 1974.
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CENSUS BUREAU

Since 1840, the Census Bureau, now located in the Department of
Commerce, has taken an agricultural census at least every 10 years and,
since 1930, the agricultural census has been taken eve 5 years. At
one time, local census takers were employed and trained by the Fed-
eral officials and directed to visit all farmers in their districts and
obtain accurate reports on the acreage farmed, the acreage owned and
rented, and the production of crops and livestock products in the pre-
vious year.

However, the 1969 and 19'74 agricultural censuses, which were taken
in the early months of 1970 and 1975, were done by means of mailed
guestionaires sent to lists of farmers and farming corporations
obtained from the Internal Revenue Service and other sources.

Three different questionnaires were used: A short one for small and
part-time farmers, a more detailed set of questions for medium-sized
and larger farmers and an even more extensive questionnaire for farm-
ing corporations. For the large farms, followup telephone calls were
made if the completed questionnaires were not returned as requested.

In the past, the agricultural census reports have been taken as reli-
able benchmarks and all annual estimates of crop acreages and live-
stock numbers have been revised as necessary to conform to them. In
recent years, however, incompleteness in coverage by the agricultural
census and technological advances by the Statistical Reporting Serv-
ice have resulted in the SRS providing the more dependable national
estimates.

Informtion on materials used in agricultural production is sup-
plied for the most part by the biennial census of manufacturers and by
other periodic reports compiled and issued by the Census Bureau. In
the case of fertilizer production, utilization, and prices, however, sev-
eral different agencies participate in supplying the information. The
Census Bureau issues monthly reports on the production of inorganic
fertilizer materials, the Bureau of Mines issues reports on potash,
phosphate rock and sulfur production, and the U.S. Tariff Commis-
sion issues reports on production of organic fertilizer materials,
especially urea. The Statistical Reporting Service collects fertilizer
utilization information from State fertilizer regulatory agencies and
publishes monthly fertilizer utilization reports. Twice a year, it also
collects and publishes ‘information on prices paid by farmers for the
various fertilizers. Finally, the Bureau of Labor Statistics collects and
publishes monthly data on prices paid for fertilizer at wholesales The
adverse effect of this fragmentation will be discussed later.

OTHER SOURCES (DOMESTIC)

A continuing flow of research information also is provided by the
Agricultural Research Service, the land grant universities, and the
State agricultural experiment stations. Most of the reports issued by

s Wilcox, Walter W., a?sessrgext of NatlonaJ and Interniamfonal Fg{artmzer Information
ood, Aariculture Nutrition INformation Systems—work!
S SremSo ﬁlcﬁg AR University, he 3gggNutrition yetemsTworking
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these research bodies are primarily of interest to other researchers or
to a limited number of producers who are concerned with the problem
researched. They are indexed by the Department of A “culture in a
computerized information retrieval s stem called CR S. A Member
of Congress ma use this service andquickly learn whether or not
there are resea.rt reports on a problem of interest to him.

FOOD AND AGRICULTURAL ORGANIZATION (FAO)

The international food and a agriculture information available to
Members of Congress and othe readers in the United States,is sup- -
plied primarily by the U.S. Foreign Agriculture Service described
earlier, by the Food and Agriculture Organization of the United
Nations, and by the news media

One hundred and thirty-one countries are members of the Food and .
Agricultural Organiztiion. Each member of FAO is obligated to for-
ward to the FAO statistical staff all national data on food and fiber
production, utilization, and related information as soon as it is pub-
lished. The member countries have agreed also to forward to FAO
headquarters in Rome other periodic information on food, agricul-
ture, and nutrition. On the basis of these country reports, the FAO
publishes an annual World Agricultural Production Yearbook, a
Trade Yearbook, The State of Food and Agriculture an Annual Ferti-
lizer Review and a Monthly Bulletin of Econonucs and statistics.
Some 15 commodity subgroups also prepare regular and special
reports on commodity problems.

FAOQ data are less accurate than desired in many cases since the offi-
cial statistics of many nations lack an objective basis and are f requentl y
influenced by political considerations.

In 1968, the FAO also began the development of an early warning
system. Under this system, monthly reports on food, crop Conditions,
and the food situation are collected by FAO and the world food pro-
gram field staff for over 70 developing countries. This early warning
program is aimed at obtaining advance indications of possible emer-
gency food and food aid needs. It is in addition to the estimates of
current and prospective crops collected regularly as a part of FAO
commodity market intelligence service which has been functioning for
many years. Elsewhere in this report, recommendations for expanding °
this service, which were made by the 1974 World Food Conference, are
discussed.

INTERNATIONAL WHEAT COUNCIL

Another international agency which compiles and publishes world
wheat reduction and trade information is the International Wheat
Councilr , located in London, with a membership made up of 10 export-
ing countries and 42 importing countries. In April, 1972, it began
issuing monthly world market reports on wheat, which were author-
ized and reviewed by its advisory subcommittee on market conditions.
In 1973, it issued its first annual forecast of the world wheat, supply
and demand situation for the ensuing marketing year, 1973-74.

INTERNATIONAL COTTON ADV1SORY COMMITTEE

Since 1939 the major cotton producing and consuming countries
have supported an International Cotton Advisory Committee, which,
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with a limited staff, compiles world information on cotton production,
trade, stocks, and prices. This International Cotton Committee located
in Washington, D. C., has 46 member countries. It issues a monthly
review of the world cotton situation and quarterly bulletins containing
world information on cotton production, imports, exports, prices, and
stocks.

OTHER SOURCES (INTERNATIONAL)

In addition to these three international agencies, world information
on sugar production supplies, and prices is compiled and published
by the Licht Corp. in Germany. World information on oilseed produc-
tion, supplies, and processing is compiled and published in “Oil
World,” by ISTA Mielke & Co., Hamburg, Germany. World informa-
tion on grains is published by the Commonwealth Secretariate, London.
World Information on fertilizer production capacity is compiled and
published by the British Sulfur Corp. of London. Several other private
institutions supply information on specific aspects of the world food
industry.

Technical and Institutional Obsolescence of National Food and
Agriculture Information System

OBSOLESCENCE

Many of the data series now being maintained by the Statistical
Reporting Service and the Economic Research Service were designed
40 or 50 years ago. They were designed to provide information about
food and agriculture at that time. To the extent that the structure of
our food and agriculture industry has changed since then, these older
data series are based on obsolete concepts, definitions, and measure-
ments.

The nature and extent of this problem are described in some detail
in a report of an American Agricultural Economics Association Com-
mittee in 1972 entitled, “Our Obsolete Data Systems: New Directions
and New Opportunities.”

Examples of this obsolescence are found in two of the older estab-
lished series. ‘(Prices Received by Farmers and Cash Receipts From
the Sale of Crops and Livestock.” What was the average price received
for broiler chickens last month? How much did broiler chicken sales
contribute to farm income last month? Almost all broilers are raised
under contract by local growers or are produced by integrated corpora-
tions engaged in all aspects of broiler production, from the production
of the feeds used, to the marketing of the broilers. Under these condi-
tions statisticians are forced to improvise.

The statisticians compute equivalent farm prices for broilers from
prices reported for dressed broilers and from limited survey reports.
These equivalent prices are applied to the weight of broilers slaugh-
tered each month to obtain equivalent farm income from the sale of
broilers.

This is only one example of the obsolescence in our older data series.
The failure of administrative officials, charged with the collection and
publication of these series to bring them up to date is closely related

« American Journal of Agricultural Economtes, vol. 54, No. 5, 1972, pp. 867-S75.
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to interests that data users have in the continuity of a data series. Any
proposed change in the series is seen as an advantage by some users but
as a disadvantage by others.

Professor Bonnen of Michigan State University, who has studied
this problem for several years observes that “* * * the great improve-
ments in statistical methodology and data processing techniques over
the last generation cannot offset failures at the conceptual level, for no
matter how well quantified one is still measuring the wrong thing. * * *
Management ofda systems has grown far more sophisticated. But
none of this is sufficient to offset the debilitating effect of being forced

to measure something that in some major degree no longer exists.

We are concerned that, although a distinguished committee of the
American Agricultural Economics Association urged action in deal-
ing with these issues as long ago as 1972, efforts on the part of respon-

7 5-

sible administrators looking toward the improvement of these older

data series have been frustrated by lack of public concern and support.
We recommend that either the Joint Economic Committee, or one
or both of the Agriculture Committees, request the Secretary of Agri-
culture to establish an agricultural statistical review committee charged
with the responsibility of making recommmdations to the Congress
and appropriate executive agencies for modernizing, coordinating, and
standardizing the older food and fiber data series. This agricultural
8tatistical review committee should? include members from the various
disciplines and groups who utilize food and agricultural data.

TIMELINESS

Most national food and agricultural data series are released
promptly. This has not been true, however, in recent years for the
agricultural census. The first reports from the agricultural census of
1969 were not available for more than 2 years after the data were
collected; the final reports were not issued until more than 4 years after
the data were collected.

Fertilizer production data series also suffer from a lack of timeliness.
The timeliness of other data series also could be improved. Usually
when a data series is developed by an agency, which has little interest
in, or need for, the data in its program operation:, the tabulation and

release of the data are relegated to a second or thmd order of priority *

in its work schedule. For example, the administrator in charge of one
of the fertilizer data series indicated his willingness to arrange for

earlier scheduling of the tabulation and release of the data if the appro-

priate congressional committee chairman made such a. request.’

The collection of fertilizer information and its analysis and dissemi-
nation are shared by 10 governmental agencies and at least 2 in-
dustry-financed trade associations. There is substantial consensus
among the users of this information that important improvements are
possible, especially in terms of timeliness of the reports, increased reli-
ability, and the publication of the scattered information in compre-
hensive monthly and annual reports.

Bon,Pe JamesT “ robem-of tt? uItH ?J Inforngatlo Sgstg}goftheUnL
ricultur rizio or mation ems—working
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We recommend that the several congressional committees having
responsibility for the executive agencies which collect and publish the
various series of data relating to fertilizer conduct studies and hear-
ings to detemine ways, means, and cost of improving fertilizer in-
fomation systems

AGRICULTURAL CENSUS

The timely collection and release of reliable benchmark data such
as the 5-year agricultural census provided in the 1930s, 1940's,and
1950s has become a serious problem in the 1970s. In part, this is be-
cause of the changing structure and increased specialization in agri-
culture. Also, the labor costs involved in recruiting and training a
field force sufficient to interview all farm families in the United States,
as was done earlier, are almost prohibitive today.

As mentioned previously, the 1969 and 1974 censuses of agriculture
were taken by use of mailed questionnaires with a heavy dependence
on telephone calls to assure an acceptable response. This method was
chosen primarily to reduce costs after preliminary tests indicated that
such a method would give reasonably satisfactory results

In view of the shift to large probability samples by the Statistical
Reporting Service, and the shift by the census Bureau from a com-
plete enumerative agricultural census to a mailed questionnaire survey,
the desirability of adding the census function for detailed and county -
level data to te responsibilities of the Statistical Reporting Service.
should be reviewed y Congress. An analysis of the feasibility and
probable cost of making such a change, by a private consultant group,
indicates the probability of obtaining more accurate benchmark data
at no higher cost if the responsibility for collecting benchmark agri-
cultural data were assigned to the Statistical Reporting Service.’

We recommend that the congregressional committees, which have juris-
diction over the Department of Agriculture and the Bureau of Census
activities study the desirability and feasibility of integrating the staff
and activities of the Agricultural Census into the Statistical Reporting
Service. Such a study, with hearings if needed, should be scheduled
within the next calendar year. If the results support such a transfer
appropriate legislatiion should be enacted providing for transfer of the
responsibility for agricultural benchmark data to the Statistical Re-
porting Service when the processing of the 1976 agricultural census
data is completed.

FORECASTING DEFICIENCIES

The phenomenal increases in prices of grains and soybeans in the
1972-73 crop year were not predicted by analysts in the Economic
Research Service or at the land grant universities. It appeared that
the food supply and price forecasting system had failed to provide
reliable information for planning and decisionmaking. what were the
causes of this failure? What can and should be done to avoid the
danger of another similar failure in the future?

Lack of information regarding stocks and the size of the 1972 world
grain crop was a factor. Unexpectedly large Soviet purchases in world

m%%erplgan Agribusiness Associates, “New Agricultural Data System Needed,” duplicated.
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grain markets sharply reduced market supplies. Domestic price con-
trols influenced beef cattle marketing and the complex of oil seed
products in ways that were not fully anticipated. There insubstantial
agreement however, that the primary failure was analytical. The eco-
nomic models and supply-demand-price equations> which had per-
formed satisfactorily in the 1950’s and 1960’s, had little value when
applied to the more dramatic changes that occurred in the domestic
and world markets in the 1970'’s, such as the size of the 1972 world
grain crops
The lesson of the failure of the food and agriculture information

system in 1972-73 is that we must have more information on food pro-
duction and market demand in other parts of the world and our
analytical capabilities must be increased.

STRENGTHENING OF THE ECONOMIC RESEARCH AND FOREIGN AGRICULTURAL
SERVICES ~NEEDED

In fiscal year 1972-73, when the failure in the international food
information system occurred, Government was spending $61 million
annually on the four basic national agricultural information agencies;
the Statistical Reporting Service, the Economic Research Service, the
Market News Service, and the Foreign Agricultural Service. Since
early 1972, the Economic Research Service has been reorganized and
minor reorganizations occurred in the other agencies. Additional funds
were requested by the agencies to permit them to collect additional
data andto provide for more analyses.

In part, as a result of these actions, appropriated funds for these
four agencies were increased to $73 million in 1974-75, and appropri-
ations of $80 million are being requested for the 1975-76 fiscal year.
In terms of purchasing power, however, the $80 million requested is
slightly less than these agencies received in 1972-73.

The General Accounting Office recently studied USDA's plan for
an automatic data processing system and equipment to be acquired.
It concluded USDA had not made needed cost-benefit analyses and
should complete studies of data processing and communication re-
quirements” Y%before investing in additional computers. USDA also was
criticized for inadequate consideration of security to protect personal
or other sensitive ihormation.

USDA might better use additional funds for improving agricul-
tural data and its analysis before investing in additional processing
equipment.’

Important step s have been taken since 1972 to im rove the qualit’y
and timeliness o the information available on worfjagriculture ang
agricultural requisites, We believe, however, that additional improve-
ments are needed.

The Foreign Agriculture Service should improve its information
collection capabili~y by: Giving its attach4s basic training in data
collection; expanding its reporting capabilities in the critical develop-
ing countries; improving its data transmission and the timeliness of
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its summaries; improving its reports for the major commodities on
probable import requirements of the importing countries; and improv-
ing its reports on world agricultural requisite supplies and require-
ments, especially fertilizer.

The Economic Research Service should improve its world informa-
tion analysis capability by: Strengthening its ability to analyze, eval-
uate and interpret current world information on a monthly basis dur-
in,the crop growing and early harvest seasons; increasing its ability
to ‘analyze current world weather data and interpret its significance
in terms of probable crop production in the current season; and de-
veloping world models of production, utilization, trade and prices for
the more important agricultural commodities, especially grains, which
permit timely evaluation of new data on a monthly basis during the
growing and early harvest season.

We recommend that the Agriculture Committess of the Congress
schedule hearings to determine what improvements in the Foreign
Agriculture Service and the Economic Research Service have been
made since 1972-73, and what further improvements are feasible.

Such hearings should focus on: Additional data series to be col-
lected by the Foreign Agriculture Service; steps to increase the time-
liness of reports issued; steps to improve the quality of the data ob-
tained from abroad; and appraisals by the administrators of these
services concerning additional improvements that could be made in
existing information systems and the probable cost of achieving the
improvements.

INFORMATION METHODOLOGY

Automatic data processing has contributed grcatly to both the time-
liness of most statistical series and to the analytical capabilities of
those engaged in the analysis of information relating to food and
agriculture. The Economic Research Service maintains a national
agricultural model which it uses to analyze alternative national agri-
cultural program proposals. This model is also utilized to provide
estimates relative to regional adjustments and to provide estimates for
groups of commodities. It also maintains less comprehensive models
for analytical purposes in preparing its periodic situation and outlook
reports for the various commodities.

Members of the agricultural economics staffs at several State agri-
cultural experiment stations, utilizing automatic data precessing, have
developed models for one or more of the more important agricultural
products in their States, none of which have been very useful thus far.

The University of California, Case-Western Reserve University,
lowa, State University, and Michigan State University, have devel-
oped models, in some, cases, for the United States, in some cases for the
entire world, and in other cases for specific foreign countries.

The 1972 failure of the agricultural information system indicates
the need and desirability of building and maintaining international
modcls on a selective basis dealing with the problems of relevance to
the Congress.” International market forces of demand and supply are
continually changing due to changes in population, income distribu-
tion, weather, governmental policies, and other factors. These market
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forces need to be modeled for individual countries so that both the ex-
ecutive agencies and the relevant committees of Congress can for-
mulate appropriate policies. The need for building international mod-
els has increased as world trade in food has increased in recent years.
The need will increase even more in the years ahead.

The Department of Agriculture has joined with the National Aero-
nautics and Space Administration and the National Oceanic and At-
mospheric Administration to test whether the use of data gathered
by the second Earth Resources Satellite (ERTS-B)"'launched in

January 1975, and analyzed with the aid of computers, can improve

the timeliness and accuracy of major crop forecasts. This project,
large area crop inventory experiment (LACIE), at the outset will con-
centrate on wheat grown in North America.” It will combine crop

acreage measurements from ERTS-B data and meteorological infor-

mation from NOAA satellites and from ground stations. It is designed
to relate weather conditions to yield assessment and ultimately to
production forecasts.

The National Oceanic and Atmospheric Administration is also co-
operating with the Statistical Reporting Service in the analysis of
weather data as related to crop yields in the major agricultural areas
of the United States. One of the objectives of such analyses is to
discover weather-yield relationships which can be applied in those
parts of the world where reliable information from other sources is
not available.

We note with approval the plans for expanding weather-crop yield
research. We believe it is urgent thut the experiments and analyses
utiliizing new technologies for obtaining and analyzing data go for-
ward on an expanding scale as preliminary results, including cost
effectiveness analysis justify. These newer technologies offer great
promise for the years ahead.

Reliabnility and Timeliness deficiencies of International Food and
Agriculture Information Systems

THE 1972-73 INFORMATION SYSTEM FAILURE

The failure in the world food information system in 1972-73
caused partly by gaps in the information on world grain production
and trade and partly by a failure to analyze adequately the informa-
tion which was avalable. In a report prepared for the Ford Foun-

was -~

dation, by the former deputy director general of FAO, several gaps

in world food information systems, as they existed in mid-1972, were
identified:

1. The U.S had no current reporting ?/stem on sale of grain for export.

2. The absence of current estimates of probable grain production as well as
stocks for the U.SSR. and the People's Republic of China. )

3. The need for better estimates, or at least qualitative evaluations of current
crop _conditions or prospects in most of the developing countries. )

4. The need for better stock statistics in most commercial importing countries,
including U.S. SR. and the Peopl€e’s Republic of China,

5. The need for more current and better information on the availability of
production requisites for the developing countries, especially fertilizer.

11 Qtnee renamed Landsat.

:794 Nati{(‘)enal Aeronautics and Space Administration, press release, 74-204, November g,
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6. The need for more reliable indications as to the probable flexibility of pro-
duction in some of the mameroducmg countries, especially for the United States,
India, Brazil and theU.S. S. R.~

This report also states that:
* .* most of the failure to forecast or understand the seriousness of the

world food situation in the summer of 1972 and again in the summer of 1973
was more a matter of analysis and political desire than of statistical intelligence.l’

These findings were preliminary to the major conclusion of the
report:

The consultant recommends that the foundations and related institutions in-
terested in the world food situation should give serious consideration to the estab-
lishment of an autonomous International Food Policy Institute * « * which would
give attention to the deve{gﬁ)ment and dissemination of food policy and food situa-
tion analyses with ecial reference to the immediate operating needs of the
underdeveloped world.”

It was proposed that such an institute should prepare a series of
reports, seminars, and conferences on the food problems of the less
developed countries.

The World Bank, FAO, and other international agricultural agen-
cies have pledged their cooperation and have endorsed the establish-
ment of such an institute. Plans for an institute, financed by a consor-
tium of private foundations in the United States, Canada, and other
countries, have progressed to the point that an acting director has
been appointed and organization activities are underway.

When this new autonomous International Food Policy Institute
begins to function it should eliminate a current weakness of the other
international agricultural agencies: their inability to publish informa-
tion and analyses, other than those approved by member governments.

FAO TIMELINESSPROBLEMS

The Food and Agriculture Organization of the United Nations is
recognized as the major source of information on world agriculture.
Expectations for improving the world’'s information system must be
based upon an assessment of international capability. There are sev-
eral generally recognized deficiencies in the information collected and
published the FAO.

The time apses between the collection of data in the various countries
and their availability in the FAO publications is so peat that most
series are only of value for historical research. The Information re-
ported in the monthly bulletins of Economics and Statistics are more
timely than those published in the annual yearbooks, yet even in these
publications there is usually a lag of 6 months or more between the
collection of the country data and the availability of the regional and
world summaries in the monthly bulletins.

CENTRALLY PL.ANNED COUNTRY DATA GAP

Another deficiency is the gap in world food and agriculture infor-
mation created by the failure of U.S.S.R. and other centrally planned
countries to supply accurate national data to FAO on a timely basis.

oo LR PR ) o and Anayss
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Acreage data are released on a timely basis by the U. S.S.R., but thus
far little information on either acreage or production is made avail-
able from the People’s Republic of China.

DEVELOPING COUNTRIES PROBLEMS

In perhaps 100 or more of the developing countries, the national in-
formation systems are so poorly staffed that the data supplied by FAO
is lacking in reliability.” There is great variation in the agricultural
information systems found in these less developed countries. Many
countries lack even a recent census of agriculture. Others have agri-
cultural census data collected at regular intervals supplemented by
sample surveys and by reports of knowledgeable people at regular
periods throughout the year.

“

Each year or the past 10 years or more the FAO has stationed 25 -

to 40 technically trained experts in underdeveloped countries for the
purpose of helping the national governments improve their statistical
services. The technically trained FAO staff member is usually sta-
tioned in a country for a full year or more to enable ‘him to train local
personnel in the collection and dissemination of agricultural informa-
tion.”

Even though this program has been in operation for a number of
years, and the United States through its AID financing has provided
training for personnel from many underdeveloped countries, agricul-
tural information systems in many of these countries continue to be
inadequately staffed and poorly financed.

The inadequacies of the food and agricultural information systems
in the developing countries create serious problems for international
agencies, which attempt to assemble world food and agricultural stat-
istics. This is an area where the United States has made important
contributions in the past through AID-financed technical assistance
activities. Congress has given a high priority to food and agriculture
in legislative authorizations for AID.

We recommend that Congress direct AID to increase its technical
assistance for improvement of agricultural information systems, in-
cluding the introduction of advanced information. technology, in de -
veloping countries now most deficient in their agrcultural statistical
instititutions

FAO and other international agencies also encounter the problem of
national governments which are sometimes unwilling to release un-

biased data because of the fear of encountering problems with an im-

portant segment of their citizens. Situations have occurred where the
national government believed it to be to its advantage for example,
not to release its best estimate of national crop production in a drought
-year. Rather, the government released estimates which were believ eto
best suit its political purposes. FAO and other international agencies
including the USDA, usually must accept the data supplied by the na-
tional governments. This is a potential weakness in all data gathered
and released by international organizations and a serious handicap to
all who use the data.

We recommend that Congress request the U.S. representatives with
supervisory responsibilities for international information agencies to

T 20
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support the development of rules and regulations for the international
professional 8taff which would authorize and direct these Staffs to use
tbe most reliable information available to them wilien compiling their
reports.

FAO : EARLY WARNING SYSTEM

In 1968, recognizing the lack of timeliness in most of its data series,
FAO began the development of an early warning system. Under this
system, monthly reports on food crop conditions and the food situation
are collected by FAO and the world food program staff for over 70
developing countries. This early warning program is aimed at obtain-
ing advance indications of possible emergency food aid needs. These
early warning reports are in addition to estimates of current and
prospective crops collected regularly as a part of an FAO market
intelligence service, which has beenfunctionmg for many years

The 1973 FAO conference authorized funds for an expansion of
the early warning system.” An expanded program was established in
March 1974, but even the new program failed to meet the needs in this
area and, as will be reported more fully later, the World Food Con-
ference in November 1974, adopted resolutions calling for its further
improvement.

Although the early warning reports of FAO have been helpful
in providing information at an ear y date on food crop conditions in
countries in danger of requiring emergency food aid, the reports have
been in qualitative terms. They seldom have contained quantitative
estimates and seldom have been sufficiently documented to provide a
basis for estimating the food import requirements of the countries.

This early warning food information system, stalled by the FAO
and the world food prqgram, provides the most timely information
available during the crop growing season for some 70 developing
countries. The FAO commodity intelligence service collects similar
crop progress information m the developed countries, and as a follow-
up to the 1974 World Food Conference, is developing timely informa-
tion during the growing and early harvest season for all countries on
a regional and world basis.

INTERNATIONAL WHEAT COUNCIL

The International Wheat Council, located in London, with 10 ex-
porting members and 42 importing members, began issuing monthly
and annual reports on the world wheat supply and demand situation
in 1972. These reports are issued on a time y basis and appear to be
comprehensive. The Soviet Union, although not a member of the FAQO,
is a cooperating member of the International Wheat Council.

The monthly and annual reports, including forecasts for the market-
ing year ahead. are prepared by the Council's advisory committee or a
subcommittee on market conditions under the guidance of the execu-
tive committee of the council. Before a final report is released, each
country represented on the executive committee has an opportunity to
review it. Thus far the Council has not adopted procedures to guard
against possible exercise of undue influence on the content of a report
by some member of the executive committee.

» [bid., p. 5.
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WORLD WEATHER DATA

At the present time, the field staff of the FAO and the world food
program prepare qualitative re ports on the weather as it has affected
crop production in the country or which they are making early warn-
ing reports. The U.S Foreign Agricultural Service also receives and
assesses weather data for impotant agricultural areas of the world
in developing its current estimates of world production of the major
foodstuffs.

A current major problem encountered in the use of weather data is .
that the global telecommunications systems was designed primarily to
service aviation. Data important for a “cultural assessments particu-
larly precipitation, are not required to e transmitted regularly and on
a timely basis. There is also a lack of uniformity in codes and fre- .
guency of sending precipitation data between various regions.|°

FAO, in its proposals for national and international action at the
November 1974, World Food Conference proposed requestin the
World Meteorological System to provide regular assessments & cur-
rent and recent weather data assembled by the World Weather Watch
to identify agriculturally significant changes in weather patterns and
related information. These assessments by the World Meteorological
System, when they are undertaken, should improve our information on
the progress of crops m those sections of the world where gaps now
exist.

AERIAL PHOTO/REMOTE SENSING~~

FAO is now cooperating with national governments in the experi-
mental use of aerial photography to collect more accurate and timely
informatl~n on crops and livstock numbers. Its staff is also studying
the feasibility of remote sensing as a means of obtaining agricultural
data in countries where gaps now exist. Serious political problems in
the collection and release of remote sensing data, as well as t e high cost
of processing them, make it unlikely that remote sensing will close
existing information gaps in the near future.

IMPROVEMENTS NEEDED

More comprehensive, more accurate, and more timely information on
world food and agriculture is needed now and wil continue to be
needed in the years ahead. In a later section the resolutions relating to
these issues, which were adopted by the 1974 world conference, will be
discussed. Because of the sensitive political considerations of its mem-
bership, however, FAO may be unable in the near future to achieve its
goals in the improvement of the world food and agricultural
reformation system.”
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International and National Nutrition Information Systems

FOOD DISAPPEARANCE DATA

Throughout the world food disappearance data are utilized as an
indirect measure of the nutritional adequacy of food consumption.
Most developed countries have reliable information on food disappear-
ance and also have substantial information on the nutritional status
of their citizens. In the developing countries, however, credible food
and agriculture data often are lacking. Nevertheless, these questionable
food data are relied on as almost the only indication available of the
nutritional status and the extent of undernutrition in these countries.

limited numbers of nutrition surveys have been conducted tr)%/ United
Nations and U.S. AID agencies such as the National Food arid Nutri
tion Survey” of Barbados *and ‘(The Tamil Nadu Nutrition Study”
in India.” For the most part, however, nutritional status information
is inferred from food availability and disappearance data. Largely
from such data the FAO Preliminary Assessment of the World Food
Situation for the 1974 World Food Conference concludes, that at
least 400 million people in 1970 were suffering from malnutrition.”

In the United States there is a plethora of information relative to
food availability and disappearance. The Department of Agriculture
each year publishes in Agricultural Statistics” information on (1)
guantities of 12 food nutrients available for consumption per capita,
per day, (2) percentage of total nutrients contributed by major food
groups, (3) index of per capita food consumption major food
groups, and (4) per capita consumption in retail weigh t equivalent,
by major food groups. It also publishes a 25- to 30-page National Food
Situation four times a year. This publication contains information on
food prices, current trends in food spending and income, per capita
food consumption (disappearance) by 3-month periods, and aggregate
food supply and utilization information. There also is much research
information available relative to the nutritive content of specific foods
and diets.

FOOD AND NUTRITION BOARD

One of the first nationfal nutritional status studies was that of tne
pnational Nutrition Conference for Defense convened in 1941 by the
Food and Nutrition Board of the Nationa] Research Council and sev-
eral governmental agencies. It reported findings of poor diets and nu-
tritional deficiencies at all socioeconomic levels the lower the levels of
income and education, the more frequent and the more serious the
problem. The groups noted to be especially vulnerable at that time were
preschool children, pregnant women, nursing mothers, and adolescent
girls. This 1941 conference report was based on dietary and clinical

m ¢ oiont ifie Publication No. 237, Pan American Health Organization, 1972, .
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nutrition studies during the Great Depression of the 1930's and exam-
inations of men called up for military service.

Following the 1941 National Nutrition Conference, the Food and
Nutrition Board made studies and issued reports on nutrient require-
ment, food composition, enrichment of grain products industrial
feeding , nutritional survey techniques an their value, composition

ofnflk, heat injury to protein, maternal and child nutrition, and oth-
er matters of health importance related to food and nutrition. It is
perhaps best known for its ‘(Recommended Dietary Allowances”

(RDA) first issued in 1941 and continuously revised as more evidence
becomes available on the nutrient requirements of man. The eighth -
edition of the allowances was published in 1974.*

HUNGER AND NUTRITIONAL DEFICIENCIES IN THE 1960'S

Food consumption studies conducted by the Department of Agricul-
ture in 1945 arf 1955 indicated that diets had improved substantially.
The 1965 surveys  however, indicated that the nutritional status of
important populdtion groups had deteriorated. This survey was fol-
lowed in 1967 with severdl reports of large pockets of hunger and
nutritional deficiencies among the poor in America.

A Senate Subcommittee on Manpower, Employment and Poverty
held hearings in Jackson, Miss., and visited the home of poverty
stricken rural families in the summer of 1967. The evidence of hunger
and nutritional deficiencies observed by the Senators led the Field
Foundation to take the leadership in creating a “National Council
on Hunger and Malnutrition in the United States.” The activities of
this National Council led to a public airing of the hunger problem
by the news media. It also led to the creation in thef§enate of a
Select Committee on Nutrition and Human Needs.

As a result of this new concern, Congress, in December 1967, au-
thorized the Public Health Service to conduct a survey of the nutri-
tional status of Americans living in low-income areas. This survey
was conducted in select low-income sections of 10 States and New York
City . Information from this survey and from other related activities,
inchudmg the hearings of the Select Senate Committee on Nutrition
and Human Needs, was used to support the expansion of governmental
food assistance and nutritional education programs. The widespread
interest created in these problems led to the convening of a White
House Conference on Food, Nutrition and Health in December 1969.
This conference made numerous recommendations for improving the
government food assistance programs and for the expansion o nu- --
trition research and educational activities. It also recommended that
the commercial food industry improve the nutritional content of proc-

essed foods.
FEDERAL FOOD ASSISTANCE PROGRAMS

Since Congress each year must provide the funds for the food as-
sistance program for special groups, and for nutrition research and
education programs, its first interest is in information for the evalua-
tion of the effectiveness of these programs.

= Food and Nutrition Board, National Academy of Sciences, pamphlet, March 1975, 25 Pp.
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Congress has authorized a substantial number of food assistance
programs: Food stamps: commodity donations for needy families,
for institution?, and for feedng programs for the elderly; other sup-
plemental feeding programs including a program for pregnant women
and infant children; special school milk program; school lunch and
school breakfast programs; and day care and Head Start feeding
programs.

The appropriations for these programs, including the Federal Gov-
ernment’'s share of administrative expenses in fiscal year 19’75, were
$6.1 billion. Appropriations for nutrition research and educational ac-
tivities of the Federal Government also exceed $50 million annually.

The Food Advisory Committee found that to date only limited and
fragmentary program evaluation studies have been made by the ad-
ministering agencies. It noted that the U.S. Court of Appeals in June
1975, ruled that the Department of Agriculture is not complying with
the legal requirements of the 1971 amendments to the Food Stamp Act
which in effect, directs the USDA to provide food stamp allotments
which will assure low-income households the opportunity for an ade-
guate diet.” Additional program evaluation studies are urgently
needed to improve the administration of Food Stamp and related food
assistance programs.

We recommend that the Congress direct the Food and Nutrition
Service which administers the food assitance program to expand
its program evaluation studies. These studies should be integrated to
maximize their cost effectivenes and ensure getting the quality and
type of information necessary to make appropriate evaluation8.

NUTRITIONAL STATUS MONITORING PROGRAM NEEDED

As part of a national food and nutrition policy, a national nutri-
tional status monitoring and surveillance program is needed. A total
of 906 bills dealing with food and nutrition were introduced into the
93d Congress. The principal nutrition issues appear to be: Poverty
as the principal correlate of hunger and nutritional deficiencies; the
extent of nutritional deficiencies associated with distorted food be-
havior, including overconsumption, found at all social and economic
levels in the United States; food and nutritional needs of special
groups, such as pregnant women, preschool children, ethnic minori-
ties, and the aged; the effects of a major transfer of food preparation
and service responsibilities to the commercial sector; and the quality
and safety of the food supply.”

A panel of the 1969 White House Conference considered the need
for a continuing monitoring system of dietary and nutritional evalua-
tion. It reported:

All members of the Panel agreed there are two basic objectives for which we
should strive: . .

1. Monitor: Evaluate and re-evaluate nutritional status of samples of Ameri-
c%rgasto measure effectiveness of programs being applied to improve nutritional
S .

3 E Rfdw%u V. v.8. Department of Agriculture, D.C. Circuit, docket No. 74-1803, decided
un 1975
2
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2. Surveillance: Comprehensively evaluate the population at large to identify
potential problems before many péople are affected and to provide a continuing
reference base * * * . o

The role of nutritional surveillance and monitoring systems must be to gather
data that will serve as the basis of aPplled nutrition” programs aimed at the
improvement of the nutritional status of the American population with emphasis
on the poor. * * *

To date little followup action has been taken on these White House
Conference recommendations. The Nutrition and Special Groups
Panel of the June 1974, National Nutrition Policy Study was con-
cerned by the failure to make progress in this area. They reported, .
‘(Since World War 11 there have been hundreds of studies done of
the nutritional status of Americans. These included dietary, biochemi-
cal and clinical assessments * * *

What is of particular concern to us is that results of the most recent studies -

add little to our knowledge and completely ignore questions which we feel must
be answered if the United States is to dévelop a sane and equitable nutrition

policy.”

Meaningful food consumption and nutrition surveillance informa-
tion is far more difficult and far more costly to obtain than comparable
information on food production. This arises primarily because of the
difficulty of measuring nutritional deficiencies and related food con-
sumption. In part, the high cost is because existing technologies require
clinical analysis as a, part of a comprehensive evaluation of an indi-
vidnal's nutritional status.

Nutrition scientists also arc not fully agreed on the significance and
rcliability of specific tests for nutritional deficiencies. Information on
nutritional status also involves consideration of nutritional-related
public health issues, where in many instances cause and effect relation-
ships are not clearly established. It is because of these problems that
little progress has been made in establishing a monitoring and surveil-
lance program as recommended by the 1969 White House Conference.

INTEGRATION OF HEALTH AanD NUTRITION- AND FOOD Comsummo~
SUR~'EI'S

The National Center for Health Statistics, HEW, is now carrying
Out Health and Nutrition Examination Surveys to obtain "data of .
epidemiological quality for use in national health program planning.

The small samples used in these surveys and the time elapsed between
gathering the data and publishing the results limit their usefulness.

Plans also have been substantially completed by the Consumer and
food Economics Institute of the Agricultural Research Service to
conduct,a nationwide household food consumption survey in 1977. This
survey using improved design and methodologies would be a continua-
tion of similar surveys started in 1935, the last one occurring in 1965

In previous household food consumption surveys, the design of the
schedule has been so deficient that the nutrition data could not I)e

related to important economic and social characteristics: these surveys
Imte been limited in their usefulness, a deficiency which can be cor-
rected in future surveys.

= “White House Conference on Food, Nutrition, and Health, Final Report, 1969,”

.ppflﬁaz?rngs hefore the Senate Select Committee on Nutritton and Human Needs, pt. 83—
Nutrition and Special Groups, June 19, 1974, p. S40.
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Statisticians and automatic data processing specialists are helping
the consumer and food economics staff develop plans which will utilize
the latest developments in sampling theory, automatic data processing
and information transmission.

Current planning, which is being monitored by the Office of Manage-
ment and Budget, revolves the active cooperation and participation on
the part of the Food and Nutrition Service, the Economic Research
Service, the Social Security Administration, the Food and Drug Ad-
ministration, and the National Marine Fisheries Service. Food con-
sumption data for the individual members of the household will be
placed in data banks, where they will be available for research use at
the land grant universities and elsewhere within a year after the data
are collected.

This survey, if adequately planned and carried through, should
provide the food consumption data base for a continuing nutritional
status surveillance program. If the Health and Nutrition Surveys of
HEW were expanded on a probability sample basis, and methods of
handling the data improved, these data, combined with relevant food
consumption information, could be organized and analyzed by a com-
petent staff to serve as a minimum national nutrition surveillance
system.

We recommend that, as a first step in developing a national nutri-
tional monitoring and surveillance program the Senate Select Com-
mittee on Nutrition and Human Needs hold hearings on the adequacy
of design and integration of the ongoing nutrition wme;z;} conducted
by the Department of Health, Education, and Welfare arthe planned
household food consumption survey to be conducted by the Department
of Agriculture.

The administrators responsible for these surveys should be asked to
report on their current activities and plans for the next few years. They
should be asked to report on how data from one survey supplements
that obtained from the other, and how the information from both sur-
veys taken together might ‘be analyzed to determine more adequately
the nutritional status of population groups. Questions also should be
raised regarding plans for analyzing the data and relating them to the
economic and social characteristics of the individuals in the house-
holds. Are research staffs in HEW, USDA, or the land grant uni-
versities making plans to analyze data from both surveys as they re-
late to each other?

The Food Advisory Committee plans to consult further with leading
nutrition scientists and at a later date make recommendations for
establishing a continuing nutritional status surveillance program.

World Food Conference Recommmuiatioms for Improving

SCOPE OF RESOLUTION

Resolution XVI of the 1974 World Food Conference is entitled
“Global Information and Early-Warning System on Food and agri-
culture.>" Its first paragraph states that the capacity of governments to
take prompt and appropriate measures to deal with food shortages
would be enhanced if all countries could receive timely information
concerning the current and prospective world crops and food situation.
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It then stresses the urgent need for a global food information system
which would provide early warning by (a) identifying countries and
regions where acute food shortages and malnutrition problems are
expected before another crop is harvested and (b) by monitoring world
food supply-demand conditions. It emphasized the important role
played by comprehensive and timely information relative to prospects
for agricultural production, import requirements, export availabihties,
livestock health, and inputs in meeting the requirements of world food
security and market stability.™

The opening paragraphs also recognize that the areas most severely .
affected by food shortages, and those where timely and adequate in-
formation is most needed, often do not possess the necessary resources
and data collection institutions to provide the information needed.

The resolution then states that all major food producing and con- .
suming countries have expressed their willingness in principle to par-
ticipate in expanding the existing information arrangements into a
more comprehensive and global system and Resolves that a global
information and early warning system on food and agriculture should
be established and agrees that FAO is the most appropriate organiza-
tion to operate and supervise the system. * * * Requests FAO, in
cooperation with other concerned international organizations, par-
ticularly the International Wheat Council, to formulated arrange-
ments necessary for the establishment of the system, and to submit
them for final approval by governments participating in the system.”
It requests that the information collected be fully analyzed and dis-
seminated periodically to all participating governments for their ex-
clusive use; it being understood that, where requested. certain infor-
mation provided by governments would be disseminated only in aggre-
gate form to avoid possible unfavorable market effects.

The final paragraphs of the resolution are devoted to requests for
cooperation on the part of all participating governments and other
international organizations. These requests cover three broad areas.

(1) Cooperation of all national governments in supplying on a
voluntary and regular basis current information and forecasts on the
basic food products in particular, and on all other relevant aspects
of food and agriculture in their country.

(2) Cooperation on the part of FAO, the World Meteorological -
Organization, the World Health Organization, and other multilateral
and bilateral sources to assist interested governments, both technically
and financially, in strengthening their data collection and dissemina-
tion in the fields of food production, nutrition levels at various income -
levels, input supplies, meteorology, and crop/weather relationships.

(3) Cooperation on the part of the World Meteorological Organiza-
tion and the FAO in expanding their regular assessments of current
and recent weather data assembled through the World Weather Watch
by: establishing joint research projects, particularly in the arid and
semiarid areas; strengthening the global weather monitoring and
data processing systems, making them more directly relevant to agri-
cultural needs; and undertaking investigations of the probability of
adverse weather occurring in various agricultural areas and obtaining
a better understanding of the causes of climatic variations.

apw Global Information and Earli/ Warning System on Food nnd AgrlculturePro
posed Working Arrangements, Annex 13, FAo (duplicated), March 1
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POSTCONFERENCE ACTIONS

The FAO Council at its regular meeting in November 1974, a greed
that the Global Information and Earl Warning System on F
Agriculture as recommended by the orld Food Conference should
be established in FAO and requested the Director General to set up
the system as soon as possible.

A statement of proposed working arrangements was prepared by
the staff for review and approval of the council at a special session
in March 1975.” The proposed working arrangements were then
transmitted to the FAO and U.N. member states with an invitation
to each to participate in it. FAO proposes to put the new system in
full operation by the end of June 1975. The expenses of putting the
system into full operation are to be met in 1975-76 out of the regular
budget.

Organization and scope of current plans

The senior officer in the Commodity and Trades Division of the
Economic and Social Policy Department, FAO, will be responsible
for the preparation of the reports issued and for relations with par-
ticipating governments.

The new system will operate through an interdepartmental food
outlook board. The food outlook board will preview the FAO out-
look statements and periodically advise on the operation of the system
with a view to improving its effectiveness. A number of divisional and
regional offices will be involved in servicing the system, primarily b
expanding their traditional activities. Information on fertilizers will
come from estimates of the working party on fertilizer statistics and
information supplied from other sources. Each participating govern-
ment will be invited to appoint a liaison officer to facilitate t e trans-
mission of national data to the FAO and to expedite distribution of
the reports to the countries.

As currently proposed, the new system will produce four types of
reports:

(1) Monthly food situation reports, a quarterly food outlook
report, and s special reports on urgent food situations;

(2) Month y early warning reports containing the latest in-
formation on basic food crop conditions and food deficits or food
availabilities in over 90 developing and developed countries;

(3) Quarterly food aid bulletin on bilateral and multilateral
food aid and status and evaluation reports on world food stocks
and storage capacity;

(4) Reports on fertilizer and pesticide supplies, deficits, prices,
contracts and capacities which will be issue on a quarterly basis
if feasible.

Long-term improvement of basic data

The plans for implementing the Global Information and Earl
Warning System on Food an Agriculture, approved by the FAO
Council in March 1975, included a section on improvement of basic
data."

2 Ibid., p. 1.

st 1bid., p. 3.
a2 [pid., p. 6.
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FAO proposes to provide more technical assistance to individual
countries for improving methods of reporting on current harvests and
crop conditions, utilizing funds made available by U.N. development
programs and bilateral donors.

FAO and WHO staffs are currently considering ways of carrying
out joint research projects to investigate weather-crop relationships.

FAO plans to extend its work in the field of remote sensing. It will
explore the feasibility of organizing international cooperative action
in this field with a pilot project on wheat.

FAO and WHO staffs, as requested by the World Food Conference,
are currently working on the development of a global nutrition
veillance s stem. Possibilities will be explored of linking food infor-
mation anJdnutrition surveillance systems.

The FAO may not be able to achieve all the goals it has set for
in the next few years in its plans for implementing the World Food
Conference resolution, If this roves to be true, the staff should be en-
couraged to consult with member governments and establish priorities
among the goals and adjust its development plans in line with this
appraisal.

we ?’ecomlnw no? that the united 8tafe8 strengthen it$ own infornuz-
tion agencie8, but, in a&Wbn,the firniteii ~Ytate8 can and 8bu.M pro-
w%% incmxwea? fkuw”ai? arul teclinicul aa8&tance for FAO infownation
actimWes.

The USDA @aff together with other members of the American
delegation to the 1974 World Food Conference prepared back-
ground documents that were of substantial value to the conference and
FAO. The Secretary of Agriculture should continue to cooperate fully
with FAO and assist it in solving technical problems encountered in
implementing the World Food Conference resolution and provide in-
creased financial assistance for this purpose. 7J.S. representatives sta-
tioned in foreign countries might well be given instructions to assist
the F.40 liaison officers to the extent possible in supplying reliable
information to F.40.

Chairman HuwmpHrey. Mr. Bell, before you begin I would like to
make a few points.

It seems to me that the one key issue with respect to Soviet pur-
chases of U.S. agricultural commodities is their insistence on buying
secretly and buying big. This causes disruptions in the market. It also

sur- -

itself -

in a very real rense, limits competition, as only a few firms can really

sell in such big orders. And it means higher prices and a higher than
normal degree of interest in the sales on the part of the public and the
press.

In looking over some of the purchases last year, the Chinese actually
bought more wheat and corn from the United States than the Russians.
But the fact is that there is hardly any notice of this, except in some
specialized agricultural publications. This is because the Chinese
bought into our market in an orderly way, purchasing four, five, or six
shiploads every week or two, rather than millions of tons at a time.

The Russians are the only importers who insist on these one-time
high-volume purchases. If they were to buy in an orderly fashion like
the Chinese, the Brazilians, and even the Indians-who last year were
one of our biggest customers-there would be more competition among
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U.S. exporters. For example, the co-ops such as the Grain Terminal
Association in Minnesota, would be able to complete. Actually. I believe
the Soviets pay a higher price by buying huge amounts all at one
time.

According to my information—and this is subject to some variables—
there are about 18 U.S. companies that can handle four or five cargo
sales per week But there are only three companies that can put to-
gether 5-million-ton sales.

one-term agreements, such as those being discussed in connection
with the United States-Soviet grain trade, really are more window-
dressing than solid substance.

If the Russians have a short crop, they are going to buy. If we have
a good crop we are going to sell. And if we don’'t have a good crop, we
can't sell.

1t seems to me we need to take a look at the overall marketing sys-
tem. This system, as | am sure Sir. Bell will concur, is to a very large
measure based on adequate information as to availabilities, crop
plant ing intentions, and predictions.

At this point Mr. Bell, let us hear your testimony.

STATEMENT OF RICHARD E, BELL, ASSISTANT SECRETARY FOR IN-
TERNATIONAL AFFAIRS AND COMMODITY” PROGRAMS, U.S. DE-

PARTMENT OF AGRICULTURE

Mr. BELL. Fine, Mr. chairman. I, like you, would like to present
for the record my formal statement and make a few brief comments
about it.

I do appreciate the opportunity to be here this afternoon to talk a
bit about what, we arc doing to improve our data in terms of the anal-
l)_;s,ls of soviet agriculture. You had also asked us to talk about the

eople’s Repubhc of China.

And in that respect | wonld like to say at the beginning that we are
vel~ limited on our information and our information exchange with
China at the present time.

We have no formal agreement like w-e do with the Soviets. We do
have a few teams which have bcen out there and library and exchange
of teams and seed and so forth. We also lately have been able to get
our agricultural officer in Hong Kong to make a visit to china and
prepare us a series of reports.

We do hope soon. partly through your efforts, to be able to say that
we have an agricultural officer at the Liaison office in Peking.

Chairman Humphrey. Is that being negotiated now?

fr. ~ELI,. yes; it is. }y7e ha}’e had extensive discussions with the
~el)artnwnt of State and we have basical]y agreed on the format and
I would hoge that that would ha‘pﬁen witfiin the next several months.
so that ?w the end Of 11)Ts we wi]l have someone on the staff in the ~iai-
son office 'in ~"Lin, wllownll k Jooking after a~riculture most of the
tinier.

Now, with respect to the Soviets themselves, the Soviet Union and
our analysis of that, | would like to mention two things which I think
are si~Ificant developments in the past couple of years.

one of them is our agricultural cooperation a~reement vvhich vms
signed in June 1973 with the I1?ioviets. And, second, about some of tho
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efforts we are making to improve our efforts to work better within the
various agencies within the Government itself.

In the agreement that was signed in June 1973, there are two parts.
There is a technology exchange section and then there is an informa-
tion exchange agreement. We from the United States were more in-
terested in the information exchange, the Soviets were more interested
in technology  exchange.

We move soon after the signing of the agreement in late 1973 to
establish the form for the work under that agreement. It takes the form
of a working group on exchange of economic information. We now
have almost 2 years of work under our belts on that. We believe it has -
been useful. We still have a couple of areas which we think we still
need to make improvements.

In the beginning we asked the Soviets to supply us on a regular basis
each month with 10 categories of data regardingdevelopments in their
own economy . They have been quite responsibfe in supplying us with
those data. hey have arrived generally maybe a month to 6 weeks.
late. They generally have arrived and they have been what we have
asked for.

It has enabled us to get information on what is going on in the So-
viet farm economy sooner than it was before that. We get data that
is not published m the Soviet Union itself 3 or 4 months in ad-
vance. And that has been useful to us, particularly in trying to decide
how the Soviet economy is going.

We have also been a)e to get some data which are new data, which
are not published on a r eglar basis or at all, particularly on oil see.’
production, on livestock s slaughter by months, and on the use of fer-
tilizer by crops. They have been cooperative in that.

One of the areas which we have not been successful in is in getting
the Soviets to provide us data on forward estimates. This is crop fore-
casting and the implications for trade. We have had meeting after
meeting on that and we have at this sta e made no progress.

Chairman HumpHREY. Why do you t ink that is, Secretary Bell?

Mr. BeLL. | think it comes about in part because of the system they
are involved in. They, of course, have 5-year plans, which are made
up of annual plans. The annual plans, of course, are always quite
ambitious. And when we ask for forward estimates, they say, well, |,
this is what the plan says. And not until the year has been completed
will they admit that the plan was not fulfilled. And it gets involved in
how the system works.

1 am confident, though, that there are regular data which are flow-
ing toward Moscow on the crop conditions and the crop situation dur-
ing the harvest. How this is put together and who it goes to we have
been unable to really find out, though we did have a team over there
that did look at how they gather statistics and so forth.

Hopefully, some day we will be able to tap into that system and get
something. But as of now we have not.

We have attempted to replace our lack of availability of that data by
sending in teams. In the early days we had resistance on the part of the
Soviets on that, but this year we have been able to get a winter wheat
team in, we have been able to get a spring wheat team into the Soviet
Union, and now we have a sunflower team which is just about to return.

The winter wheat team was very useful to us this year. They in fact
got far enough east in the country to be able to see the drought area in
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the Volga Valley, which was our real confirmation from the other
data that we had that there was a drought going on.

So in general the agreement has been useful to us; it enables us to
understand the Soviet economy a lot better than we did; it enables us
to meet many more Soviet people than we had ever before—we have
people constantly going in and out.

I think, though , that the area that we have done as much as anything
that has helped our analysis in the past 2 years has been the efforts
taken on our own to organize ourselves better. We have in particular
moved to use the weather data which is available to us. We have a
system set up with the U.S. Air Force where we get computerized
raw data from the Air Force every 10 days, which gives us data on
precipitation, data on temperatures, and a computation of what we
call soil moisture.

Chairman HumpPHREY. You used to have a system in which it came
over to Virginia and would sit there for 2 or 3 weeks.

Mr. BELL. We now get that 5 days after the decade for the decade.

Chairman HumpHREY. You know that Senator Bellmen and myself
traveled to the Soviet Union right after the 1972 wheat sale and dis-
cussed these matters with the Soviet Chairman of the Council of
Ministers, Mr. Kosygin, and with Mr. Matseyevich, at that time the
Minister of Agriculture. He has been replaced since then.

It was during those discussions that we were able to have Mr.
Kosygin agree t at he would be prepared to enter into a bilateral ar-
rangement. We wired Secretary Butz from the Embassy that we hoped
they would proceed. We also brought great pressure to bear to increase
the number of U.S. agricultural attaches. At the time, you remem-
ber, we had only one attache there. Now we have two, | believe.

Mr. BELL. We have an agricultural attache and we have two assist-
ants. And the main thin that that enables us to do is to have the
attaches traveling more. The Ambassador insists, and | think right -
fully so, that one man be in the Embassy all the time for hishelp. his
meant with only one additional man, you Couldn’t cover much of the
country. So with two we can actually have two out at the same time
and still one to cover the office itself.

So we appreciate the help that you and Senator Bellmen gave us on
that, as you have done here in the case of Peking, and it as been a
lot of help.

These weather data that we are getting from the Air Force, we have
put them into a model, as we call it which we use now to begin to esti-
mate the grain production in the Soviet Union early in the year. It is
not an econometric model, it is really a model which is jud  gmental.
But it does go into fine detail by regions and by crops. An it was
obvious to us in the early part of June that from the model just about
the same time the spring wheat was being planted that there was going
to be a weather problem.

Chairman HuwmpHREY. Is this from our weather satellite or from a
reconnaissance satellite ?

Mr. BELL. As | understand it, Senator, it is basically from the moni-
toring—it is two parts. There 1s a regular international exchange of
weather data, and, second, there is a monitoring of radio stations by
the Air Force themselves, who bring this data together in a computer-
ized system and make the final material available to us.

Chairman Humphrey. Are you using any LANDSAT data?
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Mr. BecL. We do have some information that comes to us from
ERTS. At this stage it is quite limited,and its usefulness-you are
aware, though, of our project we have which we call LACIE, which
is using the satellites to try remote sensing. Mr. Hume and Dr. West
are going to talk a bit more about that tomorrow.

There is still at this stage a difference of opinion within the Depart-
ment about the effectiveness of that. | tend to be ‘(pro” on it. | think
that in 4 to 5 years from now, the remote sensing will be very beneficial
to us for crop forecasting, not only in the Soviet Union but in other
places.

It is interesting, within the past several weeks, there has been an
interest on the part of the Soviets themselves to want to cooperate in
this effort. And NASA has talked with us in the last couple of weeks
about the degree of cooperation on technique, which really is outside .
of us in the USDA—it is something that they will have to do.

There will be a team here from the Space Institute of the Soviet
Union in October to look at some areas and discuss this. So | think
that is encouraging, too, that we will be able to get a joint project
eventually going in this area.

We do get some limited information from the satellites now that
has been helpful, but it certainly is not definitive enough to provide us
with the same type of information we get from our analysis of the
weather data itself.

Chairman HuimeHrey. | hope you can encourage the negotiations
with the Soviets on space technology that relates to weather informa-
tion and to the LANDSAT technology.

I think for the record I should say during the time | was chairman
of the Space Council, it was the Department of Agriculture and the
Department of the Interior that insisted we continue to develop remote
technology sensing satellite-now known as LANDSAT.

Mr. Bell. If I might, Mr. Chairman, comment just briefly on your
earlier remarks about what we are trying to accomplish in the long-
term agreement with the Soviets on gram.

Many of the elements that we are trying to put in the agreement
you have already touched upon, and that is that we would like for
them to become a regular buyer where they would have spaced pur-
chases and we would know Iin advance, within a range at least! what .
they intend to buy. And | have hopes that that type of agreement
will be worked out and relatively soon.

With respect to your question about participation of firms in the
export trade with the Soviet Union, we have urged the Soviet's buyers .
to try to broaden the number of people that they deal with. We par-
ticularly mentioned to them the farmer cooperatives. And we have had
some interest on the part of the farmer cooperatives in trying to do
business with the exporters who have buying agencies-but, as you have
rightfully pointed out, their technique of buying very large quan-
tities makes it very difficult for a co-op who does not have the same
type of information-gathering system to compete effectively with the
five or six large grain export firms.

Chairman HuwmpHrey. And some of the co-ops are not oriented to-
ward direct export. They are the accumulators.

Mr. BeLL. That is right. They originate the grain and mak~

Chairman HumpHREY. They are not in the export business.
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Mr. BeLL. And then they say they have made an export sale, that
usually means that they have made an export sale to a ship, to Con-
tinental or Louie Dreyfus or someone who ends up making the sale
to the foreign country.

Chairman HumPHREY. The Russians seem to like to do business
with the biggest possible firms. They are always talking about monop-
oly capitalism and they end up aiding and abetting.

Mr. BELL. Again, | think, Mr. Chairman, that that comes about,
because of their system where they want to plan far ahead and they
want to know what is going to be coming in 3 or 4 months from now
and they want it in specifics. They are such a vast country, the quan-
tities are so large-this is the system they go to.

At the same time, | appreciate what you said about India, and | also
could add Japan. India this past year bought 41/,million tons of wheat
from the United States.

Chairman HumpHRrEY. That is commercial sales.

Mr. BELL. There was a little bit of Public Law 480 in there, about
half a million tons. The other 4 million tons were commercial pur-
chases.

That in fact also was done through a monoPoly buying agency,
known as the Food Corp. of India. And they have a man who is a
wheatbuyer located here in Washington in the Indian supply mission.
He bougt his 4 to 4.5 million tons on a day-by-day basis as he went
through the season. And, as you have rightfully pointed out, by this
type of technique, no one said anything about the Indian purchases.

Chairman HumpHEREY. Most people didn't even know they were
buying.

.Mr. BELL and I also would think, from what I know about buY-
ing operations. that he was a very effective buyer. And he probably
ended up paying a better price than the Soviets would have done
by their swooping technique, as I call it. The Japanese in the case of
wheat also have a monopoly buying agency, called the Food Agency,
as you are probably familiar with. They ‘buy on a tender system.

Again, they do not cause the ripples in the marketplace as we do by
this rushing in and buying the large quantity all at once that the
Soviet Union has used.

Now, we have pointed those examples out to the Soviets within the
past several weeks and hopefully we can persuade them that there is
some merit in that type of buying.

Chairman HumpHrey. | am one that happens to believe that it is
important, for us to have this export trade with the Soviet Union.
However, the issue is, how do we regularize the trade is the context of
an orderly marketing system?

Mr. BeLL. The objectives of the long-term agreement is to embody
t he same principles you are talking about.

Chairman HumpHrey. What kind of information coordipation do
you have on an international basis? What information is collected,
how reliable is it, and what sources is it obtained from ? Let's take, for
example, one crop, wheat, which is always the key crop.

Mr. Bell,. We have one prime international source of information
on wheat which is probably our best source of information.

Chairman HumpHREY. London?
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Mr. BELL. The International Wheat Council in London. It is by far
the most effective international body in the gathering and analyzing
and dissemination of information.

Under the current agreement, we have a meeting in London of the
10 major countries where the information is supplied and put together
by the staff and a report is distributed to member countries.

And | think it has been very useful in terms of providing a degree of
stability to world trading in wheat. When it comes to the other. com-
modities, like rice and coarse grain and meat, we do not have that ef-
fective a system, We do have information which comes from the
in Rome. It tends to be less prompt and it is not, in my judgment, as
accurate and as useful as the information coming out of the Interna-
tional Wheat Council-or as up to date as the information from the

FAO.

International Wheat Council. There has been an effort, though, within .

the past year to year and a half, mostly as a result of the World Food
Conference, | believe, to improve that system. And the FAO staff is
putting out a monthly bulletin now on the outlook for grains. We find,
of course, that a lot of that is our own information coming back to us.
But we do not necessarily quarrel with that if it goes to other countries
and it helps in their decisionmaking-we think it is useful.

But the Intonational Wheat Council and the FAO are the two
prime sources of data from international organizations.

Chairman HuMPHREY. | have a few questions at this point I would
like to ask you.

First, what steps can you tell us are being taken by the administra-
tion to have a unified U.S. grain policy? There seems to be so many
participants right now, with the USDA, the State Department, the
o DEPartment, and the special representatives of the White House,

Are we really arriving at a policy or is this just an ad hoc business
that we are going through ?

Mr. BELL. We in fact do have what we call an International Food
Review Group, which was established b a memorandum issued by
Secretary Kissinger following the World Food Conference, which
Secretary Kissinger and Secretary Butz are the chairman and vice
chairman of.

And under that International Food Review Group, which is at the

Cabinet level, we have a working group which is generally chaired by .

Tom Enders, Assistant Secretaryoffit which is an effort to try
to bring together the views of all the departments on international
food polcies. We have worked consistently on that in trying to develop
our positions for an international food reserve system, which we
agreed on here the middle of last week, in order to present it at a meet-
in in London on Monday.

. With rgspect to.the recent eventse__._ ___ ___ _ ., ______
to have been handled more on an ad hoc basis than it has coming
through this formalized review group .

Senator KENNEDY. Mr. Chairman?

Chairman HuMPEREY. Yes Senator Kennedy.

Senator KENNEDY. | must leave soon to attend another meeting.
There are a couple of areas | would like to cover before leaving.

Chairman HumpHREY. Please  right ahead.

Senator KENNEDY. You may hae covered this in your earlier re-
marks; | regret | was unable to be here.

finally
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During a recent meeting of the Joint Economic Committee, Mr. Mc-
Elvoy was asked what impact the Soviet grain agreement would have
on consumers. He responded that he thought the impact would be
rather negligible; however Arthur Burns testified to the contrary.
When Secretary Butz testified before the Agriculture Committee, his
testimony was contrary to Mr. Burns.

The President stated last week that he thought the agreement itself
would be in the interest of both consumers and producers. I wonder if
you can clarify what the basis of the President’s remarks was and how
the agreement will be in the interest of consumers.

Mr. BELL. Fine, Senator. If I might go back and
scenarios which took place regarding the comments by C airman Burns
and subsequent Secretary Butzo. Several month ago, when we had
the first sales o about 10 million tons of grain to the U.S.S.R., the
U.S. Department of Agriculture at that time estimated that 10
million tons would perhaps raise the price of food at retail about 1 to
11/2 percent.

Subsequently, Chairman Burns testified that the sales of grain to
the Soviet Union during the entire year would raise the cost of food
about 2 percent.

From those two figures, there seems to be an inconsistency where
in fact there is not. In the calculations by the Federal Reserve Board,
they took into account probably further sales. Our calculations did
not take into account, except where we had sold—

Senator KenNEDY. Is this a total increase of 2 percent in terms of
the Consumer Price Index ?

Mr. BeLL. It is the food component of the consumer price index and
the food component makes up about 20 percent of the CPI.

Senator KENNEDY. But just this one deal amounts to anywhere from
a n/2 to 2 percent increase in the cost of food?

Mr. BeLc. The 10 million tons that we have sold and reported to
date, we estimate will increase the retail price of food by 1 to 11/2
percent. Further sales which will be made will probably raise it an-
other half a percent, which is a total maybe of 2 percent, resulting
from sales which we probably will make during the course of the
1975 to 1976 crop year.

Now, you ask how do we view that as being in the interest of con-
sumers. 1, for one, look upon the Soviet Union now as being a regular
buyer of grain and other products from the United States. We have
been selling grain to the Soviets every year since 1971. Our real prob-
lem with the Soviets is their buying pattern. They have bought large
amounts one year, small amounts the next year, large amount% the
next year, small amounts the following year. This has tended to add
a degree of instability to the market.

And the purpose of the long-term agreement we are now discussing
with them is to try to smooth out that buying pattern and bring more
stability to the market.

But, Senator Kennedy, we must have the Soviet market if we are
going to continue to run American agriculture at full capacity. We
still have more resources available to us under our system of agricul-
ture than we can adequately use to feed our own people and generally
Western allies and the developing countries.
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So | think the main benefit we get from selling grain to the Soviet
Union is that we run American agriculture at full capacity. In the
longer term, that means lower food prices for everyone.

Senator KENNEDY. Yet in the immediate term it results in a 2 per-
cent price increase.

Mr. BELL. That is right. In the short term, there maybe some higher
food prices than there would have been without the sales, but in the
longer term it is our feeling that it will mean lower food prices.

Senator KeENNEDY. How much do you anticipate selling to the So-
viet Union over a longer period!

Mr. BELL. | look upon the Soviet Union to be a market on a yearly -
basis of around 8 million tons a year, including about 5 million tons
of feed grains and three million tons of wheat.

And if you look at the figures over the past several yearn, we have .
average&ed selling them about 6 to 7 million tons, and from all coun-
tries they:have purchased about 11. I would see that continuing to be
a factor in the market.

Senator Kenneoy. What is going to be the impact over the next
3yearsinterns of increased costs to American consumers? When does
your curve turn around ?

Mr. BELL. I would say that it will begin to turn around by 1977 to
1978. Without. the Soviet market, I would think that by 1977 or 1978
we would be back into what we call the land set-aside program, we
would be asking the farmers to restrict production, which in turn
eventually means higher prices for food.

Senator KenNEeDY. Is this based upon what your understanding of
what production would be over any period of time ?

Mr. BELL. Yes; it is.

Senator KennNEpy. It seems to me that there has been, quite frankly,
a woeful lack of accuracy in agricultural projections. To a great extent
this is due to a lot of different factors which people don’t have any
control over. In view of this lack of ‘accuracy, | am interested in how
you am able to make these projections that you have been discussing
with such certainty.

Mr. BELL Senator, that if you go back and study our record in the
longer term sense, that our record is fairly good. Our difficulty has
been in the current l-year forecast, where the weather factor comes .
into effect and is much more difficult to deal with.

In our new projections which we have made, | would like to say that
we have taken into account some new factors, which we think will put
a restraint on the increasing of American agricultural production in
the years ahead.

I think the increments in productivity that we have had in agri-
culture will be more difficult as we move into the next 4 to 5 years for
a, number of factors, One of those being,of course, the higher cost of
energy, which is very important to farming, ttie hi‘gher cost of energy -
related fertilizer, which again is important, and then just the cost of
machinery which is involved in mechanization and the cost of credit.
All of these, I think, would: tend to slow us down in the gains which we
have had during the past 15 years, but | am confident that there will
be gains. and; that we will continue to increase our production, with
a lot of the increase going into the export market.
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Senator Kenneov. | have to leave in a moment. May | ask just one
final question? Why is there such variation between the information
that we have on the Soviet Union from the Central Intelligence Agency
and that from the Department of Agriculture ?

I don’'t know what the chairman’s_experience has been, but,
when you ask Soviet officials to provide information about their grain
production, they say, “Well, you have your satellites, which take pic-
tures of our agricultural areas. These satellites can pinpoint exactly
what our production is. Why do. you people make such a big point
about making these statistics public ?*

Then when we have the difference in the figures that are reported by
the Department of Agriculture and those reported by the Central
Intelligence Agency, how do you explain the discrepancy? Are we
using the sateMite ? Are we getting accurate information? If we are,
why the difference between the two agencies?

Mr. BELL. The data which is used to make the various estimates
among the various Government agencies are basically the same data,
and it is basically the weather data which I guess I discussed before
you came in.

There is a judgement factor involved in making those estimates. And
at times there can be wide variances in the judgment—

Senator KENNEDY. Why is it just weather data? Why aren’t satel-
lites used to photograph the crops to give us better production
estimates ?

Mr. BELL. The Soviet Union becomes much more hazardous in terms
of trying to estimate_than our own count,, because of where it is
geographically located. Tt is so much farther north, the season is
muchs shorter, it is very subject to change very quickly.

And this is true also in the case of the northern Great Plains region,
it is also very true in the case of Canada. If you go back and follow
the Canadian crop estimating and their a-merit of the crop, they
are much more uncertain about the size of them crop right into the very
end than we are in the United States, where we are much more souther-
ly located and we have a much broader production pattern.

We are using the satellites to give us information on the Soviet
crop situation. At this stage, the usefulness is quite limited.

We do have a rather large-scale project which we initiated last year
with NASA, which is about a 3-year project, and I believe that at the
end of the 3 years that it will probably turn out to be very useful. But
we are going to have to run through the series.

And, as | was telling Senator Humphrey before you came in, here
within the past several weeks we have had some interest on the part
of the Soviets themselves in cooperating with us on that type of project.
And NASA has a team coming into the United States at the end of”
October to discuss about the techniques of what is called remote sens-
ing, which is the use of the satellite.

Chairman HUMPHREY. Isn't it a fact that about 90 percent of the
arable land in the Soviet Union is north of Minneapolis ?

Mr. BELL. Yes; that is true.

Chairman HUMPHREY. That means the variation in temperature in
this part of the Soviet Union is significant.

Senator Kenneoy. Thank you, Mr. Chairman.

6S-S77—76-4
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Chairman HumpHREY. About 2 years ago the temperature in Minne-
sota dropped down to 23 degrees-a sharp frost--in late August. This
August It was as high as 95 degrees. Trying to predict frosts in these
northern climates depends 98 percent on goodl luck.

Secretary BELL. | have just a few more observations.

I notice in the Wall Street Journal yesterday that further sales of
U.S. grain to Poland have been suspended until the United States con-
cludes negotiations on a long-term grain sale agreement with the
Soviet Union.

Isn’t this just another example of where a bilateral arrangement
with one country such as the Soviet Union tends to disrupt the pattern -
of sales with another country? We have been selling to Poland quite
regularly over the years.

Mr. BELL. Since the end of World War I1.

Chairman HumpHREY. They have been a good long-term customer.

Mr. BELL. We in fact, Mr. Chairman, have an agricultural a -
ment with Poland for the exchange of information. And the roles
have been very good in terms of providing the data that they have been
asked. They in fact have been giving us before the beginning of the
season a general idea about what their import requirement is going
to be by tre type of commodity, and they have pretty well stayed with
that.

What hapened to them this year is thattheynormally depend upon
the U.S.SRR. to supply them about 2 million tons. Around early
August, they were told, by the Soviets that they would not get an
from the U.S.S.R. and they should be on their own. And the Polish
officials, if 1 may say so, faithfully reported that to us under the terms
of the agreement, and that they would be buying more and that they
hoped that they could,

I, in fact, told the Polish officials that we had expected that would
generally happen when the Soviets were short anl that we had no
problem meeting their requirements. So | was a bit taken by surpise
when the State Department approached them and asked them to delay
their purchases for awhile. Because in m judgment they in fact were
doing a very orderly job of buying in tie market; they had kept us
posted generally about what they intended to do; and it was coming
into the reporting system, as it should have.

Chairman HumpHREY. So they were cooperating in terms of provid-
in information.

Mr. BELL. All the way.

Chairman HumpHREY. From planting intentions to predictions, crop |,
estimates to the consumption or use of grains?

Mr. BELL. The had basically been sup lying us the data that we
asked for under the Soviet agreement but  had not been able to get-
forward estimates and trade estimates.

We also completed an arrangement like this with Romania a week
ago last Friday. And it will provide the same type of information. Ro-
mania becomes interesting to us in that it is one of the countries in
Eastern Europe that moves from year to year from an exporter to
an importer. And that can affect the trade between regions. Hopefully
we can be as successful with the Romanians as we have with the Poles.

If we are, then we will feel pretty good about it.
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We still have some holes in our information system in Eastern Eu-
rope, particularly with East Germany. we have just recently estab-
lished relationship with East Germany. We are just now beginning
to find out who the key people are and beginning to meet them. Hope-
fully, that's-we will be able to-

Chairman HuMpHREY. They are already buying from our markets.

Mr. BELL. In fact they have been a much larger buyer than have the
Poles. As of the middle of last week, our reporting system showed that
we had sold Eastern Europe about 4.7 million tons of grain, including
about 2 million to Poland and about 2.3 to East Germany and the re-
mainder, 300,000 to 400,000 tons, to Romania.

Chairman HumpPHREY. And those are in smaller sales; aren’t they?

Mr. BELL. That's right.

Chairman HumpHREY. They are not in big lump sum sales.

Mr. BELL. Right.

Many of the purchases by Poland in fact were of the 50,000-ton size
or less and did not even show up in the daily reporting requirement
that we have in which we have to report sales of 100,000 tons in a week.
The came in the weekly report.

Chairman HuwmpHREY. What | am trying to emphasize for the rec-
ord is that approximately 41/,million tons has been purchased, and
the media has hardly mentioned it.

Mr. BELL. That's right.

Chairman HuwmpHREY. It has only been noted in the professional
agricultural journals. But when the Soviets make a 3-million-ton pur-
chase at one time, it is like falling off the ledge of the Grand Canyon.
Right away someone says a major decision is being made.

Let me ask you one other question. If we maintain this hold on ex-
ports to the Soviet union, is there any reason that the Dutch can't
buy from us and transship?

Mr. BeLL. There is no reason that they couldn’t. I look upon it as
highly unlikely. It would have to be done through transshipment out
of Rotterdam in what we call coasters.

Chairman HumpHREY. That's what | mean.

Mr. BELL. Again, the Soviets generally have not been interested in
that type of trade.

Chairman HumpHREY. But let's say for example that they must
get the commodity. The Russians are not buying from us because sud-
denly they decide that Bell and Humphrey are two of their best
friends. They are buying because they need it.

If we persist in holding back exports to the Russians, isn't it likely
that they will be able to buy through the Dutch or another count .

Mr. BELL. | have looke dat this question, of course, Senator Hum-
phrey. In my judgment, the ‘transshipment capabilities of the Soviet
Union out of the Rotterdam-Antwerp-Amsterdam area is quite lim-
ited. That is very much a part of the West European trading system.
Most of the grain which goes into the United Kingdom now comes
through the transshipment business. It would be impossible for very
large quantities to be transshipped into the Soviet Union out of
that-

Chairman HumpHREY. What about the possibility of rail shipments
across and out of France.
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Mr. BeLL. There are two things that prevent that from happening.
The Soviet canal system does not interlock with the East European-
West European system, and the railways in the U.S.S.R. are a different
size gage than they are in Eastern Europe and into Western Europe.
We have looked at this question in respect to the possible transship-
ment of purchases from the East European satellite countries into the
U.S.S.R. and are confident that that is not being done.

I do think, though, that in terms of the hold that we have at the
present time on sales, that in time that the Soviets would be able to
meet their requirements by buying the Argentine spring 1976 corn .
crop, sorghum crop; there will be sorghum from Australia at that time.

There will be other supplies which eventually can fill the gap if our
hold continues.

Chairman HuwmpHrev. Right. That's what my farmers say.

Mr. BeLL. And what will happen is that we will end up then supply-
ing the grain probably to the other markets in larger quantitiesn t
we normally would. SO the hold, in terms of insulating ourselves in
the market. really doesn't do that much. The purpose of the hold is
to try to give us time to work out a system which will have a more
adequate framework in which to deal in the future. And if I under-
stood what you said, you concur in that attempt.

Chairman HumpHREY. The reason I mention this is because of a
commodity news service report that says the following:

Although U.S. grain export firm representatives recently have. been shuttling
in and out of MOSCOW, none has notified the A%rlculture Department of serious
negotiations for the sale of more U.S. grain to the USSR. Assistant Agriculture
Secretar%/ Richard Bell said at the weekend that he is aware that a number
of export representatives visited Moscow recently and may be there now, but
indicated he is confident none is trying to sell U.S. grain to the USSR while
such sales are prohibited.

You don’t think they are just over there for a visit, to look at the
walls of the Kremlin ?

Mr. BerL. In fact, they are attempting to sell other origins.

There is no difference between the American export firms and the
international trade firms. They are all the same. And they have been
into Moscow lately selling Argentine, Brazilian, Eastern Canadian
grain. And that's what they have basically been working on.

Chairman HUMPHREY. So what they are really doing is selling other
countries' grain to the Soviet Union, even though they may be multi-
national American companies?

Mr. BELL. That's right.

Chairman HUMPHREY. Is it not possible that, as in the past, we ~
always have a certain number of export sales of uncertain destination.

Mr. BeLL. It would be unknown destination.

Chairman HUMPHREY. These American multinational firms export
American wheat to another exporting country, which becomes a foreign
exporter as far as we are concerned, and the-y in turn export American
wheat directly to the Soviet Union.

Mr. BELL. Now, we have-within the reporting system at the present
time, Senator Humphrey, the reported sales to unknown destinations
are not large. We have though taken—

(Chairm HuwmpHREY. That's what | said. This practice was much
more than a year ago.
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Mr. BeLT.. And we have taken the precaution, though, of not only
talking with the export, firms about this question. But we have used
our audit authority under the act to make audits of the records of
the companies on which the reports are based. And we are satisfied
that there is not, any business going on which is inconsistent with the
request we have made to them.

Most of their activity, in other words, has been related to the selling
of other origins.

(Chariman HUMPHREY. Of other origins?

Mr. BELL. Yes, sir.

Chairman HUMPHREY. Is it not possible that an importing country
becomes accustomed to buying from other origins? We always used to
say in Humphrey’s Drug Store that if we could get a customer from
one of our competitors just once, w,would have a chance to hold him
for a while.

Mr. BELL. | think that’s true. that one of the ways of building mar-
kets and maintaining them is being a reliable, steady supplier; and
that once you have worked and built the market and then you are out
of it for awhile, and the new one who moves in has a much-an advan-
tage over you.

It is my feeling though at the present time, despite the problems we
have had on the grain standards and the grading, that when it comes
to quality, that the Soviet buyers would prefer our grains over the
other origins, and that although the contracts today may be made for
Argentine corn, as we go later in the year, there could be amendments
to those contracts where perhaps our corn would be used. You can't tell
at this stage.

(Chairman HuwmpHREY. | think that's basically true. But I am a sus-
picious fellow—not of you, sir—but, in this competitive world where
there is a dwindling supply, | think that every time we lose a market,
we lose a chance.

Mr. BELL. | agree with you.

Chairman HuwmpHRrReY. What concerns me is the disruption of the
marketing system.

What is tile world grain supply situation this year as compared to
last year and the year before?

Mr. BELL. Looking into the 1975-76 season, a few months ago, we
thought we were going to have quite a bit more grain from our 1975
crops and that we would actually build stocks ‘during the 1975-76
Season .

At the present t i me, | do not think that there will be much of it built
up in the world stocks at all.

(Chairnman HUMPHREY. Will there be less ?

Mr. BELL. | think we will end up about where we are now. There
may be some modest buildup. I think that the buildup that does occur
will be in the coarse grains or the feed grains area; and this is basi-
cally-we still have problems with the European and Japanese econ-
omy not quite recovering to the degree that they are using as much
grain for animal feeding as they were a few years ago.

I look upon the wheat market though as being more potentially
tight: that is milch more finely in balance. And | believe at the present
time that we will have a world wheat stocks (decline inthe1975-76 sea-
son: but, we in the United States will go up because our size or crop
being so much larger than-
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Chairman HumpHRRY. The recession has in a sense dampened some
of the consumption, hasn't it ?

Mr. BELL. It has dampened consumption in the European commu-
nity and in Japan, maybe by as much as 3 to 4 percent, or maybe 5 per-
cent; but it has certainly not dampened the usage of feed to the same
degree as it (did in the United States. This in part is related to the types
of livestock economies they have. In the case of Japan, two-thirds of
the grain is still fed to poultry, and you can’t put the poultry out on
grass.

Chairman HumpHREY. They don’t have much grass for their cattle.. .

Mr. BELL. Right.

Chairman HumpHREY. We can put them out on grass and feed them
much longer.

This is such a complex subject. For example, consider the problem
of accurately forecasting weather. Now, using scientific analysis, we
are able to monitor the weather pretty well. But | am a South Dakota
boy originally, and I remember those good crops we used to have in
July that were not worth much in August.

Mr. BELL. Right.

Chairman HumpHREY. We would have 2 weeks of blistering sun-
shine and drought, and all would be lost. When the Russians in 1972
had a bad crop, it was those July and August winds and drought that
destroyed it.

Mr. BELL. The deterioration in the case of 1972 in the Soviet Union
occurred almost within a 4-week period.

Chairman HumpHREY. That's right. I lived there about 6 or years
and we never had a crop from 1929 to 1937. | remember it always
looked good in June. We used to lookup in the sky and see those great
big clouds and my father said, "Son, there's nothing in those; those are
empties coming back.”

In those days, we used to have reusable bottles, you know.

In the Polish situation, do you have maximum and minimum trade
targets on the grain?

Mr. BELL. We have a spread; yes, it is a range.

Chairman HumpPHREY. S0 you have an agreement, an understanding?

Mr. BELL. Yes; we do. We have an agreement for the exchange of”
information and then we have some generally agreed targets spread .
over a 3-year period.

Chairman HumpHREY. | understand that your department gets in-
formation regularly from the CIA, is that true?

Mr. BELL. Yes, sir.

Chairman HumpHREY. Do you think there would be any chance
that we could get this information on a timely basis ?

Mr. BELL. It is my understanding that Members of Congress who
ask for it receive their finished product.

Chairman HUMPREY. Do we get that ?

Mr. THORTON. Yes, 1 believe we do, sir.

Chairman HumpHREY. We have been getting it ?

Mr. THORNTON. Yes, Sir.

Chairman HUMPHREY. Do we get it regularly ?

Mr. THorNTON. Well, we have to take the initiative.

Chairman HumpHrey. Why don’t we just get this information on
a regular basis?
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Mr. THornTON. Well, they handle it rather sporadically.

Chairman HumpHrey. Just a few more questions.

These agreements we are working on, such as the Soviet agreement,
may provide U.S. grain producers with a degree of price stability and
price support, actually—

Mr. BeLL. Hopefully, sir.

Chairman HUMPRHEY. During periods of abundant production.

But how do such agreements provide, any supply or price protection
for U.S. buyers, such as livestock producers, consumers, or other for-
eign buyers, with whom we have not signed an agreement, during
periods of short supply?

Mr. BeLL. Part of the theory behind the Soviet long-term agree-
ment is that they would couple, the Soviets, their purchases, their
regular purchases from us, with a more effective storage system on
their own.

As you know, in 1973, they had a very large crop in the Soviet
Union but in fact we estimate they have lost somewhere around
35 million tons of that because they were unable to store it.

Chairman HumpPHREY. | know it.

Mr. BELL. And they do have plans in the current new—in the draft
5-year plan for 1976-80, to construct about 40 million tons of storage
capacity. That seems very ambitious. If they can just do part of that,
I think it will be helpful.

We do hope though that they will couple their regular purchase
program by a more effective storage program so that when they run
into a situation like they have in 1975, that they can destock some and
continue to buy the regular amount from us And by doing that, we
feel that it will bring a degree of stability to our domestic livestock
economy and also will add a degree of certainty to our other tradit-
ional buyers like the Japanese, the West Europeans, and so forth.

Chairman HuwmpHrey. | want to say | noticed we have been selling
off most of our bins.

Mr. BeLL. We have sold off the bins from the government; but the
bins in fact are still out there, sir.

Chairman HUMPHREY. We haven't sold them ?

Mr. BELL. We have about-well, not all of them.

We have about 300 million tons of storage capacity here in the
United States.

Chairman HuwmpHrey. We do?

Mr. BELL. And—

Chairman HumpPHREY. You mean available now with the terminals ?

Mr. BecL. We have 300 million tons of storage capacity, half on
farms and about half off farms; and in a good year, we would pro-
duce somewhere around 290 to 300 million tons of grains and oil seeds.

Chairman HuwmpHreEY. So we have a storage capacity equal to a
good year’s crop?

Mr. BELL. That's right. A little bit above that.

Chairman HuwmpHrey. Well, that's very good information.

What worries me is that in a very real sense we have so politicized,
so traumatized these sales, that it iscausing a range of reactions.

For example, what's the price of spring wheat now?

Mr. BELL. Spring wheat would be around-

Chairman HUMPHREY. $4.50.
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Mr. BeLL. Yes. | was going to say $4.40.

Chairman HumpHREY. $4.40, $4.50, depending on grade.

Mr. BELL. That's right. And the protein is very low this year, and so
it's—

Chairman HumpHREY. It is down some.

Mr. BeLL. Yes. Almost everything is sold on a protein basis.

Chairman HuwmpHrey. About a year ago, around the 5th of Septem-
ber, wheat was about $5 a bushel.

Mr. BELL. Yes, sir. It's about 50 cents lower today.

Chairman HUMPHREY. Now, that $5 wheat of a year ago went down .
in February to about $3.70.

Mr. BELL. That's right.

Chairman HumpPHREY. Isn’t that correct ?

Mr. BELL. That's right; $3.70,$3.75.

Chairman HuMPHREY. During that period of time the price of *
bread went up 9 percent. Why can’'t we get that information out? Here
wheat is going down from $5 to $3.70, and in that same period of
time, the price of bread in the market went up approximately 9 percent
a loaf.

Farmers that had to sell wheat at $3.70, won't get rich. Now the
price of wheat is up to $4.50—it varies between $4.35 and $4.60, de-
pending on grade. And everyone is talking about how inflationary that
is.

Mr. BeLL. That's exactly right.

Chairman HumpHREY. But we can’t get that message across. | think
one of the reasons we can't is that the President and the Secretary
of State have been scared out of the export business. Now. you don't
have to respond to that, because I know what your position is.

Mr. BeLL. Thank you.

Chairman HumPHREY. Just another question.

How did Secreatary Butz learn of the Soviets’ grain-buying plans
in July? Did a senior U.S. official ask Soviet officials regarding their
grain import plans when rumors of such buying plans were reported in
the news ?

Mr. BELL. Well, basically from two sources.

As | had said earlier, we had watched the Soviet crop situation from
the beginning of the spring and were aware that deterioration was -
setting in in the Volga Valley and in that general region.

At the same time we were aware that they did not have a very large
crop last year and that the-y actually were below their procurement
target, which meant that they were probably going to be short if they
did not meet the plan.

our first information, though, regarding the Soviet purchase inten-
tions, in fact, came to us through the export firms.

The export firms for the past year have been almost in constant
contact with the Soviet buyers; and they go in and out of Moscow
almost weekly, and there is someone there generally every day.

We have asked them to keep us posted on the Soviet attitudes and
information. They have done a good job of doing that. They have
generally given us a report on every trip in and every trip out and in
June, they began to tell us that they felt the Soviets were showing an
interest and were probably going to buy. Not until the first week in
July did we get a call from one of the export firms, who said that they
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felt that they had in their sense opened negotiations for the sale of
grain to the Soviet Union. Whithin the same day we got a second call.

Chairman HumpHREY. About the 10th or llith of Jul y, around there?

Mr. BELL. Yes, sir.

And at that stage, they kept us informed of the quantities they were
talking about; each firm told us the quantities they were working
on; we kept that information generally to ourselves about what each
company was doing, but if you go back and follow the information
put out by the Department, you will find Secretary Butz in the early
part of July talking about potential sales of 5 or 10 million tons.

Chairman HumpPHREY. That is correct.

Mr. BELL. And then when we got to the 10-million-ton sales level,
the next step was, we asked-we felt that we were getting into an area
which was more slippery, and we asked that they begin to contact us
before they began what we considered negotiations. And in fact as
you know there have not been any sales since that time.

Chairman HumprHREY. Do the agricultural representatives plan to
include a provision in the long-term grain purchase agreement now
being negotiated to require Soviet authorities to notify our Govern-
ment of the quantity of purchases planned for the current market-
ing year in advance of negotiations with private grain companies?

Mr. BeLL. Yes; first, of all, I think that there will be a general
range that they will buy within each year. If they are going to go
above the top of that range, then they would be required to consult
with us at the government level before they move ahead.

We have also-we are intending to include in the agreement a sec-
tion requiring advance information. I'll be quite frank with you
though, Senator Humphrey. I have not much more hope of getting
any more information out of that section than we do out of the cur-
rent agricultural agreement. | think that the safety features are really
in fact—is this range, and then their having to come to us before they
go above it.

Chairman HumPHREY. Be persistent in trying to get that informa-
tion. It takes time.

You have talked to the Soviets you say about their distributing
purchases throughout the marketing year—

Mr. BELL. Yes, sir.

Chairman HumpHREY. And the Soviet weather bureau service is
considered one of the best in the world, from what | understand.

Mr. BELL. As far as we can tell, it's always accurate and very much
on -

Chairman HUMPHREY. Do we get information regularly on this?

Mr. BELL. Yes; we do. We actually get it through the NOAA. You
can call NOAA at any time and get a fairly current report on the
weather situation in the U.S.S.R.

Chairman HuwmpHREY. Do we have information as to how they use
that weather information in their agricultural planning? Do they
produce long-range forecasts that they rely on?

Mr. BELL. We find that they actually have a very detailed system
of long-range weather forecasting. We have been told by them it is
correct about one-third of the time.

Chairman HumpHREY. Have we ever thought about the feasibility
of a cooperative research project with Soviet scientists for the develop-
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ment of regional models, regional crop yields, based on weather in-
formation?

Mr. BELL. Yes; we have. We actually have a project under the ex-
change agreement called forecasting; and this is-we have had one
workshop on that with them and we intend to do further work in this
general area.

Chairman HumpHREY. Now, the United States has a trade target
agreement with Japan, sort of a gentleman’s agreement, as | under-
stand it.

Mr. BELL. Best endeavor efforts, | call it.

Chairman HumpPHREY. Isit siged? Is it a formal document!

Mr. BELL. We have a press release and they have what they call
a communique.

Chairman HumpHREY. Now we have one being negotiated with the .
Soviets which will formally commit the United States to a long-term
supply agreement totaling approximately 25 million tons of grain, or
about one-third of our grain exports; is that correct?

Mr. BeLL. Well, we are talking, sir, in the Soviet agreement of
somewhere between five and eight.

Chairman HUMPHREY. Five and eight per year?

Mr. BeLL. Which would be around 10 percent of our annual exports
of grain, which is around—

Chairman HumpHREY. How many million tons do the Japanese
import ?

Mr. BELL. The Japanese requirement is 14 million tons, including
11 of grain and 3 million of—

Chairman HumpHREY. That equals between 22 and 24 million tons
between the two.

Mr. BeLL. And our West European exports in fact are up around
15 to 20 million tons. Again, you never hear anything about that.

Chain-mm HumpHREY. That's right. How formally binding are these
agreements ?

Mr. BeELL. Well, the one with the Japanese, as | have said, is the
best endeavors. It in fact is not a binding agreement. | think in the
case of the Soviet Union, it will probably be a more formal agreement
and there will be a degree of binding commitment. How much, I think,
we don’'t know at this stage.

Chairman HumpHREY. Do you think other potential importers will
seek similar agreements ?

Mr. BELL. Yes; | do. We have already had a number of countries
which have come to see us in the past several days asking when they
can begin negotiations for their long-term agreements. Most of the
countries that have come have been from the Western world and we
in fact have told them, you know, that we don't really see a need for
this with everyone. We do want to develop a system for the exchange
of information; that we still believe in the multilateral world, not a
bilateral world.; the Soviet Union is unique; it is vast; it has concen-
trated purchasing power; they are not members of the general agree-
ment on tariffs and trade; they are not living by the same trading
rules, and so we think there needs to be something different there, but
not, with everyone eke.

Chairman HumpHREY. Are they a member of the International
Wheat Council ?
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Mr. BeLL. They are a member of the International Wheat Council.

Chairman Humparey. Is the People’s Republic of China?

Mur. Bern. China is not. We would hope under the new agreement,
that they might be.

Chairman Hompugrey. Is there any chance that we can establish an
exchange of information programs with the Chinese ¢

Mr. Berw, I think it would be very limited. I remember very well,
Mr. Chairman, the discussion of this issue at the World Food Con-
ference; and the Chinese said time after time that they looked upon
the providing of this information as an infringement on their
sovereignty.

Chairman HuompHREY. I remember that.

Mcr. BeLr. And that they were not going to participate.

Chairman HuararEY. Of course, you never know when people will
change their minds.

Mr. BeLn. Right.

Chairman Huxparry, What safeonards have von instituted
S~ all Y al IQs 1 SULL

......... Huxrparey, What safeguards have you instituted
.

assure that such agreements are not destabilizing in years when U,
crop vields are unfavorable ¢

Mr. Berr. In the Soviet agreement, sir, we are intending to have
what we call an escape clause mechanism which would provide for
consultations to perhaps limit the purchases in the case of a short
crop here in the United States or elsewhere. We have a safeguard
clause.

Chairman Hoserrey. Thank you very much for your comments,
Mr. Secretary. o o B

[ The prepared statement of Secretary Bell follows:]

-
]
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STATEMENT OF RICHARD E. BELL, ASSISTANT SECRETARY OF AGRICULTURE FOR
INTERNAT lONAL AFFAIRS AND CommODITY PROGRAMS, U.S. DEPARTMENT OF
AGRICULTURE

Mr. Chairman, | appreciate the opportunity to appear before the Technology
Assessment Board—and to discuss efforts being made to improve the data going
into our ananss of agriculturein the Soviet Union.

Since the Board also expressed interest in information exchange between our
country and the People’'s Republic of China, let me say that this exchange is very
limited. We have no formal arran%ement to exchange production data with the
PRC. There is, of course, the exchange of library materials and a limited ex-
change of agricultural teams and technicians. ) o

For example, the Agricultural Officer at the U.S. Consulatein HongI_Kpn%wgted
the People's Republic in the fall of 1974, and this was very useful. This Agricul-
tural Officer and his assistant are both Chinese specialists, fluent in the language,
and Hong Kong is an important listening post for us.

We also receive information throg?h the U.S. Liaison Office in Peking, al-
though we do not have an agricultural officer in that mission. We hope that our
formal reporting of agricultural and trade data from the PRC can be strengthened
in the near future through addition of an Agricultural Officer there.

We have in recent times been able to improve the Department of Agriculture’s
analysis of agricultural conditions in the USSR. This improvement is the result
of two inclusions-data provided by the Soviets under the June 1973 Agreement
on Agricultural Cooperation, and increased use of corroborative data from other
sources, in particular U.S. programs to gather weather data.

_In the past, USDA analysis of Soviet agricultural conditions, as for other na-
tions, relied most heavily on reporting from the U.S. agricultural attache, reports
from Soviet and other "press outlets on agriculture, and publications provided
by the foreign government. While these steps continue to play an important role,
progress with the Soviets since 1973 is enabling the United States to obtain some
information more quickly, and to expand our data bases. There remain, however,
some areas in our analytical work, particularly in forward forecasting, where we
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ga\{e not been able to implement the cooperation with Soviet officials which we
esire.

The June 1973 Agreement on Agricultural Cooperation between the United
States and USSR calls for the following: =~ ]

“Regular exchange of relevant information, including forward estimates, on
production, consumption, demand, and trade of major agricultural commodities.”

The exchange of data is one of the activities under the Economic Information
project, which was one of three (now four) established in November 1973 under
the Joint Working Group on Agricultural Economic Research and Information.

In November 1973, the USSR agreed tgdprowde to the United State 10 catego-

ries of data on a regular r prtmg schedule. Additional requests for data were

made at the May 1974 Working Group meeting and the Soviets responded by
providing a reporting schedule for 8 categories of data at the October 1974
meeting.

On ﬁwe whole, the Soviets have followed the reporting schedule rather closely
for the initial 10 categories of data. Allowance must be made, of course, for
delays in transmittal. The first-of-month livestock count, for example, which the
Soviets have agreed to provide at mid-month, typically arrives in the USDA -
analysts offices during the first week of the following month. The usefulness of
new data series has been limited in several instances because the Soviets fre-
quently have not provided historical data in the series. In addition, there has
been some feeling that the Soviet data are less detailed than was exgected. More
detailed data were shown to the U.S. delegation at the November 1973 Working
Group meeting. The data that have been provided, however, technically appear
to meet the specifications of the written reporting schedule that was included in
the appendix to the protocol of that mesting. o

Data received under the Agreement generally make a contribution in one of
three categories. The first. is gulcker access to data on actual values (but not
forward estimates) of commodity production or related information for the
current or most recent year. For example, detailed crop production statistics are
made available in February, whereas official publication generally does not occur
before April. Likewise, monthly production and inventory data for livestock and
poultry on state and collective farms enable a more frequent assessment of out-
put possibilities in the food industry and in the livestock sector. Quicker access
to data is helpful in the compilation of periodic statistical reports by USDA and
research is facilitated by the rapid availability of data (as opposed to unofficial
estimates) on production and utilization. ]

The second_contribution is the receipt of some data not prevlouslg published
on a systematic basis by the USSR. The reporting schedule provided by the Sovi-
ets in October 1974, in particular, contains several instances of new types of
data. These include, for example, numbers of livestock slaughtered, oil meal
Productlon, and fertilizer use by mai]or crops. These data will be quite useful in
ong-term quantitative research on the Soviet feed-livestock economy.

A third but—at this point—Ilesser contribution of the data is information of a
very current nature that will enable a better assessment of forellgn trade pros-
pects in grains and feeds. These data now essentially are limited to the sown .
area statistics provided in_ August, which make a small contribution to current
estimates on the supply side, and to the monthly data on collective and state
farm livestock inventories, which make some contribution to evaluations of cur-
rent feed demand.

Despite the relatively %ood performance of the Soviets in providing data in
those categories for which a program has been worked out to implement provi-
sions of the Agreement, there has been 1ittle progressin acquiring data to enable
an improved assessment of current production and foreign trade prospects. The
Soviets have not yet demonstrated willingness to implement the forward esti-
mates provision of the Agreement. Efforts by the United States to attain imple-
mentation of this provision, on the whole, have thus far not been successful in
attaining either the forward estimates or a schedule for their future supply.
Efforts are continuing, Data acquired under the agreement probably will con-
tinue to make only a marginal contribution to current situation and outlook
work on grains and feeds until a program is worked out to implement the pro-
vision of forward estimates. .

Aside from the data requests, some additional progress has been made in the
exchange of economic information under the Agreement. In 1975, three separate
U.S. teams visited the USSR to tour growing areas and analyze production con-
ditionsfor winter wheat, spring wheat, and sunflower. In addition, a U.S. team
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on livestoek and feed use went to the Soviet Union in early 1975. Although these
teams had some itinerary difficulties, their acceptance was a considerable
improvement over the one'such team (winter wheat.) in 1974. These teams facili-
tate, but are not adequate for, estimates of Soviet crops. ) .

. Also, the Sovllets have ge%%m to a&cept the idea of regul bHateraJ discus-
sions of agricultural production and trade at meetings Under the Agreement,
although Soviet presentations rarely have included outlook information. Per-
haps most important, the range of contacts with Soviet officials in a wide variety
of organizations dealing with agriculture has increased greatly under the cur-
rent Agreement. The development of these relationships throughout the Saoviet
Government could eventually lead to @ much wider exchange of information.

Inter-agency cooperation in the U.S. Government also makes an |mi)or_ta_nt
contribution to USDA analysis of the Soviet situation. A prime example is in
the gathering and application of weather data both to confirm Soviet reports
and To assist in estimates of current Soviet crop prospects. ] ]

Weather data are used extensively in making forecasts of Soviet grain pro-
duction. The Principaj source of weather data used by Soviet analysts in the
Department of Agriculture is the Air Force Environmental Technical Applica-
tion Center (ETAC). ETAC computerizes and processes raw weather data and
provides average information on 27 regions within the USSR on precipitation
(absolute and percent of average), temperature (absolute and departure from
average ), and calculated soil maisture (absolute and percent of average). Data
are summarized and made available each 10 days, with the data generally
avaliable within 5 days at the end of the period, In addition, cumulative monthly
and seasonal averages also are provided.

The ETAC weather data are supplemented by other sources. For example,
more current, but less processed weather information is available daily through
NOAA facilities. This information is checked to supplement ETAC data at criti-
cal stages of Soviet croB development. ) ) ) )

The Soviets also publish 10 day weather and crop reports in their daily agri-
cultural newspaper. The information in these reports generally is available in
Washington within not more than one week of the end of the reporting period.
The Soviet weather and crop reports are very selective in regional coverage,
contain few data, and do not give crop forecasts. However, they are of some use
in evaluatmg.t.he stage of crop development and the probable impact of varying
weather conditions ,cin crops. .

Reserchers in tile Department of Agriculture evaluate the weather data
to estimate re%ionaJ weather indexes of grain crops. These weather indexes are
weighted by the regional area distribution and multiplied by trend yields of
individual grains to estimate national grain yields. While redults of statistical
models are considered in constructing the regional weather indexes the indexes
ey @re judgmental. All other available information, however, is considered
in the process of reaching these regional judgments. Although other informa-
tion, such as Soviet press commentary on local grain conditions, is important, the
weather dat a areby far the most important source of information used in mak-
mq Soviet grain forecasts as the crop progresses. ) )

N addition to improving the quality of data available to us on the Soviet
Union, we have considerably strengthened our analysis of the data. This analysis,
particulary crucial in this year of expanded Soviet import needs, has been
helped a great deal by the work of an interagency task force, which we estab-
lished in early 1973.

This task force on Soviet agriculture has ﬁrovided a means of coordinating
information on the Soviet Union and making this information public on a prompt
and systenmatic basis. It includes representatives of four USDA agencies—the
Foreign Agricultural Service, the Economic Research Service, the Agricultural
Marketing Service, and the Agricultural Stabilization and Conservation Service.
During the principal production and marketing season, it meets every two weeks
under the chairmanship of the Director of the FAS Grain and Feed division. .

Discussions within the Task Force have brou%ht together information which
has provided the basis for policy decisions within the Government this year,
relative to the Soviet trade. It was this group that first alerted people within
Government to the drought developing in the Soviet sPrlng grain areas this
year-and then made this information public in a series of reports and releases.

Asa result of the work of the T Force, we believed quite early that the
Soviets' 1975 grain production would frill below their goal of 21.5.7 million tons.
In mid-April, about the time spring grains wer e being planted in the Soviet Union,
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we projected the total 1975 grain crop of the Soviet Union at 210 million tons.
Then, as crops were affected by hot weather and drought in major producing
areas east of the Volga, we progressively lowered that estimate. )

On June 9, we dropped the estimate to 200 million tons. And as the crop situa-
tion continued to decline, we reduced our estimate on July 9, again on July 24,
and again on August 11. Our current estimate of 175 million tons was made
on August 29. All of these estimates were immediately made public. )

I should make the point that in the USSR—unlike the United States-spring
grains make up from ‘two-thirds to three-fourths of total grain production in
most years. Continuous and careful evaluation is necessary though the summer
and early fall, in order to keep us on top of the total grain situation. | believe
that the Department of Agriculture has done an extremely good job in staymg
abreast of spring grain developments in the Soviet Union, and that the work o
the USSR Grains Task Force has had a great deal to do with this.

Mr. Chairman, | will be pleased to respond to questions.

BACKGROUND STATEMENT ON U.S.-U.S.S.R. AGREEMENT oF CooPERATION FOR THE
TECHNOLOGY ASSESSMENT BoARD

(Prepared by Foreign Agricultural Service)

The Department of Aﬁriculture’s analysis of Soviet agricultural conditions
has improved as a result of two new inclusion-data provided by the Soviets
under the June 1973 Agreement on Agricultural Cooperation, and increased use
of corroborative data from other sources, in particular U.S. programs to gather
weather data. . . ) .

In the past, USDA analysis of Soviet agricultural conditions, as for other
nations, relied most heavily on reporting from the U.S. Agricultural attache,
reports from Soviet and other press outlets on agriculture, and ?ubllcatlons pro-
vided by thefora%n government. While these steps continue to play an important
role, progress with the Soviets since 1973 is enabling the United States to obtain
some information more quickly, and expand our data bases. There remain, how-
ever, some areas in our analytical work, particularly in forward forecasting,
where we have not been able to implement the cooperation with Soviet officials
which we desire. ) . )

The June 1973 Agreement on Agricultural Cooperation between the United’
States and USSR calls for the following: =~ ) )

“Regular exchange of relevant information, including forward estimates, on
production, consumption, demand, and trade of major agricultural commodities.”

The exchange of data Is one of the activities under the Economic Information
project which was one of three (now four) esablished in November 1973 under
the Joint Working Group on Agficultural Economic Research and |nformation.
In November 1973, the USSR agreed to provide to the United States 10 categories
of data on a regular reporting schedule. Additional requests for data were made
at the May 1974 Working Group meeting and the Soviets responded by providing .
a reporting schedule for 8 categories of data at the October 1974 meeting.

On the whole, the Soviets have followed the reporting schedule rather closely
for the initial 10 categories of data. Allowance must be made, of course, for
delagg in transmittal. The first-of-month livestock count, for example, which
the Soviets have agreed to provide at mid-month, typically arrives in the USDA
analysts offices during the first week of the following month. The usefulness
of new data series has been limited in several instances because the Soviets
frequently have not provided historical data in the series. In addition, there
has been some feeling that the Soviet data are less detailed than was expected.
Mor e detailed data wer e shown to the U.S. delegation at the November 1973 Work-
ing Group meeting. The data that have been provided, however, technically appear
to meet the specifications of the written reporting schedule that was included
in the appendix to the protocol of that meeting. o

Data received under the Agreement generally make a contribution in one of
three categories. The first is quicker access to data on actual values (but not for-
ward estimates) of commodity production or related information for the current
or most recent year. For example, detailed crop production statistics are made
available in February, whereas official publication generally does not occur before
April. Likewise, mont.hl_%/. output of inventory data enable a more frequent assess-
ment of output possibilities in the food industry and in the livestock sector.
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Quicker access to data is helpful in the compilation of periodic statistical reports
by USDA and research is facilitated by the rapid availability of data (as opposed
to unofficial estimates) on production and utilization. ) )

The second contribution is the receipt of some data not previously published
on any systematic basis by the USSR. The reporting schedule provided by the
Soviets in October 1974, in particular, contains several instances of new types
of data. These include, for example, numbers of livestock daughtered, oil meal
Productlon, and fertilizer use by major crops. These data will be quite useful in
ong-term quantitative research on the Soviet feed-livestock economy.

A third, but—at this point—lesser contribution of the data is information of
a very current nature that will enable a better assessment of foreign trade
prospects in grains and feeds. These data now essentlall?/ are limited to the sown
area statistics provided in August, which make a small contribution to current
estimates on the supply side, and to the monthly data on collective and state farm
livestock inventories, which make some contribution to evaluations of current
feed demand. ) o . ]

Despite the relatively %ood performance of the Soviets in providing data in
those categories for which a program has been worked out to implement provi-
sions of the Agreement, there has been little progress in acquiring data to enable
an improved assessment of current production and foreign trade prospects. The
Soviets have not Tyet demonstrated willingness to implement the forward esti-
mates provision of the Agreement. Efforts by the United States to attain imple-
mentation of! this provision, on the whole, have thus far not been successful in
attaining either the forward estimates or a schedule for their future supply.
Efforts are continuing. Data acquired under the agreement probably will con-
tinue to make only a marginal contribution to current situation and outlook
work on grains and feeds until a program is worked out to implement the pro-
vision of forward estimates. )

Aside from the data reguests, some progress has been made in the exchange of
economic information under the Agreement. Three separate teams to tour grow-
ing areas and analyze production conditions for winter wheat, spring wheat, and
sunflowers visited the USSR in 1975. In addition, a team on livestock and feed
use visitea 1IN €Arly 1975, Although these teams had some itinerary difficulties,
their acceptance was a considerable improvement over the one such team (winter
wheat) in 1974. These teams facilitate, but are not sufficiently adequate for,
estimates of Soviet crops. The Soviets also have begun to accept the idea of
regular bilateral discussions of agricultural production and trade at meetings
under the Agreement, although Soviet presentations rarely have included outlool
information. PerhaPs most important, the range of contacts with Soviet officials
in a wide variety of organizations dealing with agriculture has increased greatly
under the current Agreement. The dev gf)ment of these relationships through-
out the Soviet bureaucracy could eventually lead to a much wider exchange of
information. o ]

Inter-agency cooperation in the U.S. Government also makes an |mP0(tant
contribution to USDA analysis of the Soviet situation. A prime example is in
the gathering and application of weather data to both confirm Soviet reports
and assist in making estimates of current Soviet production prospects. |

Weather data are used extensively in making forecasts of Soviet grain pro-
duction. Thefprmqnpa] source of weather data used by Soviet analysts in the
Department of Agriculture is the Air Force Environmental Technical Application
Center (ETAC). ETAC computerizes and processes raw weather data and pro-
vides average information on 27 regions within the USSR on precipitation
(absolute and percent of average), temperature (absolute and departure from
average), and calculated soil moisture (absolute and percent of average). Data
are summarized and made available each 10 days, with the data generally
available within 5 days at the end of the period. In addition, cumulative monthly
and seasonal averages also are provided.

The ETAC weather data are supplemented by other sources. For example, more
recent, but less processed weather information is available daily through NOAA
facilities. This information is checked to supplement ETAC data at critical stages
of Soviet crop development. ) ) )

The Soviets also publish 10 day weather and crop reports in their daily agri-
cultural na/vspar)er. The information in these reports generally is available in
Washington at least within one week of the end of the reporting period. The
Soviet weather and crop reports are very selective in regional coverage, contain
few data, and do not give crop forecasts. However, they are of some use in
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evaluating the stage of crop development and the probable impact of varying

weather conditions on crops. .
Researchers in the Department of Agriculture evaluate the weather data to

estimate regional weather indexes of grain crops. These weather indexes are
weighted by the regional area distribution and multiplied by trend yields Of
individual grains to estimate national ﬁrain yields. While results of statistical
models are considered in constructing the regional weather indexes, the indexes
largely are judgmental. All other available information, however, is considered
in the process of reaching these regional judgments. Although other information,
such as Soviet press commentary on local grain conditions, is important, the
weather data are by far the most important source of information used in make
ing Soviet grain forecasts as the crop prowesses.
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TREATIES AND OTHER INTERNATIONAL ACTS SERIES 7650

COOPERATION IN AGRICULTURE

Agreement Between the
UNITED STATES oF AMERICA
and the UNIoN oF SovIET
SociaLisT REPuUBLICS

Signed at Washington June 19, 1973

68-877 O—76----5
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NOTE BY THE DEPARTMENT OF STATE

Pursuant to Public Law 89-497, approved
July 8,1966 (80 Stat. 271; 1 U.S.C. 113)—

the Treaties and Other International Acts
Series issued under the authority of the Secretary of
State shall be competent evidence . . . of the treaties,
international agreementsother than treaties, and proc-
lamations by the President, of such treatiesand inter-
national agreements other than treaties, as the case
may be, therein contained, in all the courts of law
and equity and of maritime jurisdiction, and in all the
tribunals and public offices of the United States, and
of the several States, without any further proof or
authentication thereof.”
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UNION OF SOVIET SOCIALIST REPUBLICS

Cooperation in Agriculture

Agreement signed at Washington June 19, 1973;
Entered into force June 19, 1973.

@ TIAS 7%50
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AGREEMENT BETWEEN
THE GOVE RNMENT OF THE UNITED STATES OF AMERICA AnD
THE GOVERNMENTOF THE UNION orF SOVIET SOCIALIST REPUBLICS
ON COOPERATION IN THE FIELD OF AGRICULTURE

The Government of the United States of America and the
Government of the Union of Soviet Socialist Republics;

Taking into account the importance which the production of
food has for the peoples of both countries and for all of mankind;
Desiring to expand existing cooperation between the two
countries in the field of agricultural research and develpment;

Wishing to apply new knowledge and technology in agricultural
production and processing;

Recognizing the desirability of expanding relationships in
agricultural trade and the exchange of information necessary
for such trade;

Convinced that cooperation in the field of agriculture will
contribute to overall improvement of relations between the two
countries;

In pursuance and further development othe Agreement between
the Government of the United States or america and the Government
of the Union of Soviet Socialist Republics on Cooperation in the
Fields of Science and recnnoiogy of May 24, 1972, [tThnd in accordar
with the Agreement on Exchanges and Cooperation in Scientific,
Technical, Educational, Cultural and other Fields of April 11,
1972,[] and in accordance with the Agreement on Cooperation in the
Field of Environmental Protection of May 23, 1972;["]

Have agreed as follows:

' TIAS 7346 ; 23 UST 856.
"TIAS 7347 ; 23 UST 790.
'TIAS 7845 ; 23 UST 845.

TIAS 7630
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ARTICLE |

The Parties will develop and carry out cooperation in the

field of agriculture on the basis of mutual benefit, equality

and reciprocity.

ARTICLE Il

The Parties will promote the development of mutually

beneficial cooperation in the following main areas:

1.

Regular exchange of relevant information, including
forward estimates, on production, consumption, demand
and trade of major agricultural commodities.

Methods of forecasting the production, demand and
consumption of major agricultural products, including
a conometric methods.

Plant science, including genetics, breeding, plant
protection. and crop production, including production
under semi-arid conditions.

Livestock and poultry science, including genetics,
breeding, physiology, nutrition, disease protection
and large-scale operations.

Soil science, including the theory of movement of
water, gases, salts, and heat in soils.

Mechanization of agriculture, including development
and testing of new machinery, equipment and technology
as well as repair and technical service.

Application, storage and transportation of mineral
fertilizers and other agricultural chemicals.
Processing, storage and preservation of agricultural

commodities, including formula feed technology.

TIAS 7650
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Land reclamation and reclamation engineering, including
development of new equipment, designs and materials.
Use of mathematical methods and electronic computers
in agriculture, including mathematical modeling of
large-scale agricultural enterprises.

Other areas of cooperation may be added by mutual agreement.

ARTICLE Il

Cooperation between the Parties may take the following forms:

1.
2.
3.

7.
8.

Exchange of scientists, specialists and trainees.
Organization of bilateral symposia and conferences.
Exchange of. scientific, technical and relevant economic
information, and methods of research.

Planning, development and implementation of joint
projects and programs.

Exchange of plant germ plasm, seeds and living material.
Exchange of animals, biological materials, agricultural
chemicals, and models of new machines, equipment and
scientific instruments.

Direct contacts and exchanges between botanical gardens.

Exchange of agricultural exhibitions.

Other forms of cooperation may be added by mutual agreement.

1.

ARTICLE IV

In furtherance of the aims of this Agreement, the

Parties will, as appropriate, encourage, promote and monitor

the development of cooperation and direct contacts between

TIAS 7650
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governmental and nongovernmental institutions, research and
other organizations, trade associations, and firms of the two

countries; including the conclusion, as appropriate? of implementing

agreements for carrying out specific projects and programs under
this Agreement.

2. To assure fruitful development of cooperation, the
parties will render every assistance for the travel of' scientists
and specialists to areas of the two countries appropriate for
the conduct of activities under this Agreement.

3. Projects and exchanges under this Agreement will be
carried out in accordance with the laws and regulations of the

two countries.

ARTICLEV

1. For implementation of this Agreement, there shall be
established a US'USSR Joint Committee on Agricultural Cooperation
which shall meet, as a rule, once a year, alternately in the
United States and the Soviet Union, unless otherwise mutually
agreed.

2. The Joint Committee will review and approve specific
projects and program of cooperation; establish the procedures
for their implementation; designate, as appropriate, institutions
and organizations responsible for carrying out cooperative
activities; and make recommendations, as appropriate, to the
Parties.

3. Within the framwork of the Joint Committee there shall
be established a Joint Working Group on Agricultural Economic

Research and Information and a Joint Working Group on Agricultural

TIAS 7650
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Research and Technological Development. Unless otherwise mutuall,
agreed, each Joint Working Group will meet alternately in the
United States and the Soviet Union at least two times a year. The
Joint Committee may establish other working groups as it deems
necessary.

4. The Executive Agents for coordinating and carrying out
this Agreement shall be, for the Government of the United States
of America, the United States Department of Agriculture, and for
the Government of the Union of Soviet Socialist Republics, the
Ministry of Agriculture of the USSR. The Executive Agents will,
as appropriate, assure the cooperation in their respective
countries of other institutions and organizations as required for
carrying out joint activities under this Agreement. During the
period between meetings of the Joint Committee, the Executive
Agents will maintain contact with each other and coordinate and
supervise the development and implementation of cooperative

activities conducted under this Agreement.

ARTICLE VI
Unless an implementing agreement contains other provisions,
each Party or participating institution, organization or firm,
shall bear the costs of its participation and that of its personnel

in cooperative activities engaged in under this Agreement.
ARTICLE VII

1. Nothing in this Agreement shall be interpreted to

prejudice Or modify any existing Agreements between the Parties.

TIAS 7650
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2. Projects developed by the US-USSR Joint Working Group
on Agricultural Research which were approved at the first session
of the US-USSR Joint Commission on Scientific and Technical
Cooperation on March 21, 1973, will continue without interruption
and will become the responsibility) of the US-USSR Joint Committee

on Agricultural Cooperation upon its formal establishment.

ARTICLE VIII

1. This Agreement shall enter into force upon signature
and remain in force for five years. It will be automatically
extended for successive five-year periods unless either Party
notifies the other of its intent to terminate this Agreement not
later than six months prior to the expiration of this Agreement.

2. This Agreement may be modified at any time by mutual
agreement of the Parties.

3. The termination of this Agreement will not affect the
validity of implementing agreements concluded under this Agreement

between institutions, organizations and firms of the two countries

DONE at Washington, this 19th day of June, 1973,
in duplicate, in the English and Russian languages, both texts

being equally authentic.

FOR THE GOVERNMENT OF THE FOR THE GOVERNMENT OF THE UNION
UNITED STATESOFAMERICA: OF SOVIET SOCIALIST REPUBLICS:

W{. A%F‘T P WWH

* Barl L. Buts

* A. Gromyko

TIAS7650
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Chairman HuwmpHREY. Dr. Hathaway, we welcome you. In light of
the time that we have you might want to summarize your statement;
and we, | can assure you, will read it very, very carefully.

STATEMENT OF DR. DALE E. HATHAWAY, DIRECTOR, INTERN-
TIONAL FOOD POLICY RESEARCH INSTITUTE

Dr. HatHAawAY. Thank you, Senator.

I thought I might just make it clear at the outset that | do not speak
for the Food and Agricultural Organization of the United Nations -
nor the United States or any other government; but I represent a
newly formed research institute and thus what you have are my views
of the FAO food information system. | have described the components
of the much improved FAO system in the paper that I will submit for
the record.

In view of the time, | would just like to go directly to the rec-
ommendations that might be related to the U.S. role relative to FAO'S
food information system. It seems to me that, first, the United States
should actively cooperate in continuing to supply FAO the informa-
tion that the U.S. Government, has available to it. The problems that
may be involved in this can best be discussed by some of the people
that will be appearing before you tomorrow and subsequently.

Second, since the FAO system, like every other system in the world
that is available in general, is totally inadequate because of the lack
of accurate information on the U.S.S.R. and the People’s Republic
of China, | believe, strongly that, we should use our persuasive powers
as an exporter and as a major supplier of food aid to encourage those
countries which withhold information from the international system
to provide that information so that it is available to everyone.

Third, I strongly suggest the U.S. Government ought to increase
its support for the improvement of statistical systems in developing
countries, and to use our advanced technology, and to put a good deal
of cooperative research effort in the application of that technology
to the particular problems of crop reporting in developing countries.
These problems are of a substantially different nature than they might
be in the U. S. S. R.: because there is a difference between satellite tech-
nology in half-acre rice paddies and 10,000-acre wheat farms; and |
am not sure that the technological problems are fully realized in the
case of developing countries, and yet the statistics are really very poor
there, as | pointed out.

Fourth, as a major contributor to the FAO and other United Nations -
organizations concerned with food information systems, | think the
U.S. Government should take leadership in insuring that such activi-
ties receive the funds that the-y need to develop an adequate interna-
tional food information system. One of my fears is that our Govern-
ment, because it does have one of the best reformation systems in the
world, may pay too little attention to the food information system for
the world, which is really the FAO) food information system. In so
doing, the U.S. may leave the rest of the world, and particularly the
developing countries, with totally inadequate information and, as a
result, they may make large, erroneous policy decisions based on inac-
curate or incomplete information. Basically, this brings me to a ques-
tion directly related to Mr. Bell's testimony; and it relates to the in-
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formation the U.S. Government is obtaining or will obtain under some
kind of agreement with the U.S.S.R. and other countries which are
now not generally releasing good information. I think there is a major
question as to whether the U.S. Government should maintain that in-
formation for its exclusive use or make it available to the world. |
feel very strongly it should be available to the world, so that other
nations also know what is likely to happen in terms of supplies, avail-
ability, et cetera.

Chairman HumpHREY. | thoroughly agree with that. I think it is
information of interest to everyone. And it is vital for every country
that has to do its own planning in terms of imports, exports, crop plan-
ning, and eveything involved with agricultural production.

Dr. HATHAWAY. | will end my comments and submit this longer
statement, which outlines the FAO information system, for the record.

Chairman HumpHREY. Could you give us the elements, of that FAO
information system as it is now constituted?

Dr. HatHAwAY . Well, basically, it consists of four elements. It is a
food situation and outlook series, which now include monthly and
qguarterly bulletins, an early warning of food shortages, an informa-
tion system on foodstocks and food aid, and fertilizer and pesticide in-
formation.

Chairman HuwmpHrey. IS this information current? Is the FAO get-
ting this information?

Dr. HaTHAWAY. There has been a very substantial improvement in
the FAO's timeliness; particularly with the development of their early
warning and food shortage system. It is not qualitative in terms of
precise estimates, but it gives early indications of major trouble spots
in the world. I think it is of special importance in terms of timeliness
of information regarding potential world trouble spots, particularly
for the developing countries which may require massive food aid from
national or international sources.

No organization that I know of has antything a preaching an ade-
quate information system on fertilizing and pesticides. This is of major
importance to the United States and to U.S. farmers, and to other coun-
tries. It is a very complex situation. I think the information is neither
timely, not very accurate, and the coverage is not very good.

Chairman HUMpHREY. That's on fertilizer?

Dr. HaTHAWAY. That's on the fertilizer part. But my feeling on the
food information and the early warning, the FAO system is substan-
tially improved in terms both of its coverage and its timeliness.

Chairman HUMPHREY. Your feeling is that as a reserve food country
and one that significantly contributes to agricultural trade, that the
effectiveness of FAO'’s system should be of vital concern to us?

Dr. HATHAWAY. | do, indeed. Because as you pointed out in opening,
India last year was the largest purchaser of wheat. As one looks at the
potential developments in the world over the next decade, it is increas-
ingly likely that the developing countries, some of them with ample
foreign exchange reserves, will become increasingly major customers
of the United States. And it is important that they have this informa-
tion, just as vice versa.

And equally important, | think, that we put pressure on their gov-
ernments to do a better job of crop reporting and a more realistic
job of estimating their needs.
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Chairman HuwmpHREY. All right.

Mr. Cordaro, do you have any questions you want to ask to Mr.
Hathaway?

By the way, Dr. Hathaway, we are very appreciative of getting
your statement early so that we summarize and digest it. We are
getting very close to finishing this assessment, aren’t we?

Mr. DabbaRrio. Once these hearings are over with, Senator Hum-
phrey.

Chairman HUMPREY. And the emphasis that you can bring to us
is most helpful.

Mr. CORDARO. Mr. Chairman, | would like to ask one question. It's
very relevant to the foreign assistance bill that is now pending.

Dr. Hathaway, is it possible to be more specific about what kind
of technical assistance or training or use of technologies that AID,
through our foreign assistance program, should emphasize in work-
ing with developing countries to improve their information systems
capabilities ?

Dr. HATHAwWAY. Well, as | state in here, the gathering of accurate
and timely information is just not a glamorous job wherever it's done.
It generally does not get a very high priority in an-y country, includ-
ing our own; because until you get in a crunch and the decisionmakers
need it, information gathering does not get high priority. It seems to
me that in our foreign assistance program, we should repeatedly re-
mind the decisionmakers in other countries that they cannot make
rational food policy without better information about their own food
situation and the world food situation, and then work either directly
with them, or through the international organizations to provide
the technical expertise that will provide it.

We also have a question of some countries which, for their own
reasons, will not, disclose, to FAO even thouogh they are members and
cooperating members, all of the data and their crop estimates. And my
impression in that we ought to put more pressure on such countries
to be fully cooperative in terms of projections.

Chairman HumpHREY. Would it be desirable to ask the United
states to have copies of agricultural attache reports sent directly to
FAO at the same time they are sent to Washington?

Dr. HaTHAwAY. | believe that there is some exchange of information,
in fact, a good deal of exchange of information from the attache re-
ports to FOA now. | do not know as to what the timing of that flow
is. Dr. West or Dr. Paarlberg, | think, could inform -you on that.

But it seems to me that it is pretty important that the United States
cooperate fully because in many cases, our attache estimates, | be-
lieve, are some of the best estimates in the developing countries.

Chairman HuwmpHREY. | think that's perhaps the best information
that we are able to get.

I'd like to make sure that for the report on the bill we get a state-
ment about the cooperation of AID in the agricultural title of the
act. to em emphasize the development of information capability along
with the productive capability of those countries. We tied in a new
title on our Foreign Assistance Act, as you know, on the land-grant
colleges. They could be very helpful.

Dr. HATHAWAY. Yes, indeed.

Chairman HumpHREY. Dr. Wilcox, do you have any questions?
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Dr. WiLcox. Well, since Dr. Hathaway represents a new institution,
wouldn’t it be beneficial to have him put in the record a statement
describing it?

Chairman HumpHREY. Could you give us some idea of the purpose
and objectives of the International Food Policy Research Institute?

Dr. HatHAwTAY. Basically, if you don't object, I have a very short
statement | would put in the record; and to summarize, we are a
newly organized—

The International Food Policy Research Institute I—nonprofit re-
search and education institution, located here in Washington, to do
research on the major food policy issues, international in nature,
concentrating on certain key issues relative to the potential problems
faced in feeding the population of the developing world.

Mr. DapbpArio. Dr. Hathaway, you made what I believe is a very in-
teresting point on the. need for the United States to take the lead in
developing the statistics and the ways and means by which the statis-
tics are developed in the developing countries, because they don’'t have
the capabilities.

What are the problems that you see in stating that we should take
the lead ? Perhaps that’s an easy thin to say. But what do you see as
the problems in their willingness to o that, a concern about the size
of the U.S. involvement in what they do, and in the problems in getting
us to the point where that could be effectively done?

Dr. HaTHAwAY . Basically, it would seem to me that one would ap-
proach it, if you are going to do it on a bilateral basis, by picking some
countries which clearly are open and friendly and concerned about
such matters, and entering into some kind of collaborative research as
to what can be done with these advanced technologies under these
conditions.

If you then can produce some results that prove that it can be done
and that it is useful for the developing countries to have it done, then
either through the international organizations or-other countries |
think will then become interested.

Right now 1 think part of the skepticism rests, in the countries
that | have been working in, which is largely Asia, is that we are
flying satellites around and looking at them, but they don’t see any-
thing coming out of that that tells them anything they want to know.
And | think you have to start by saying: We believe we can produce
information of importance to you in a collaborative way, and do it a
piece at a time. It involves some fairly sophisticated research in the
use of high-level technology under very difficult conditions.

Mr. DapbbaRrio. You foresee, then, posibilities in this order: Rela-
tionships with countries, with a country or two countries which were
friendly, where some of the same problems exist in all types of de-
veloping countries, building a prototype of some kind which, over the
course of a period of time, would show its effectiveness and show our
own goodwill, something of that order?

Dr. HATHAWAY. And then possibly, for those countries which do
have concerns about the United States, its size, its policy positiona,
and so on, essentially make this technology available to one of the in-
ternational organizations which other countries cooperate with on a
continuing basis. But right now the international organizations do

1Seep. 80.
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not have the high-level technology and the funds to carry on large-
scale experimentation on some of these things.

Mr. Dabpbario. And even though that large-scale experimentation
would be quite costly, If you take into consideration your concerns,
if it would be able to be done, what would be your guess as to the ulti-
mate tradeoff in cost?

r. HatHAwAY. It might be very positive, because if one finds that
a country with a very large population suddenly discovers that it has
a massive shortfall and we are either forced to step in with large-scale
foreign aid or the countries that can have a major impact on the
market, if they have the foreign exchange--It seems to me that
we can avoid the kinds of fluctuations in our market and the un-
planned actions that have been a concern since the shortfall in the
Asian rice crop. It can easily, in a bad monsoon year, be roughly the
equivalent of the shortfall in the Russian wheat crop; and many people
in those countries are living on a margin of subsistmce and somebody
in the world is most likely going to have to make that up, and that
means the United States, in large part under the current situation.

Chairman HuwmpHREY. This is valuable information. I wish that
every Member of Congress could know this. You would be surprised
at the problems we have trying to convey the sensitive nature of the
food supply situation.

Just as you have indicated, it is entire] y probable in the rice-
consuming areas, to have a bad crop. It is not unknown. In fact, it is
more common than uncommon. The American rice crops often pro-
vides the necessary reserve. Fortunately, we have a big rice crop again
this year.

Mr. DaDbario. Well, if we were to follow this suggestion and de-
velop this prototype, would the development. of this be useful ?

Dr. HATHAwAY. | think the technology itself-and | am not well
informed at all on this-but the technology itself, of getting accurate
estimates on very small farms which are under water, anywhere from
4 inches to 4 feet, is something else from getting accurate estimates in
Kansas or the Ukraine, that's all.

Mr. Dabbarlo. Well, it is a use of the technology in a different way
than we are presently using it.

Dr. HATHAWAY. Much more complex. Multiple crops on the same
land at the same time in different growing stages. | think it is a tech-
nological problem as much as a—as an international problem of the
use of such technology if it were available.

Chairman HuMpHREY. When you see multiple cropping in China,
for example, you see two or three crops in the same row and all at
different growing stages. It is remarkable. | don't think any satellite
is going to pick that out very well. Someone must. walk around to see
this and feed that information in at this particular time. We are just
beginning to experiment with double cropping.

Thank you very much.

Dr. HATHAwWAY. Thank you, Senator.

[The prepared statement of Dr. Hathaway follows:]

STATEMENT oF DR. DALE E. HATHAWAY, DIRECTOR, INTERNATIONAL FooD PoLicy
RESEARCH INSTITUTE

Senator Humphrey, members of the Technology Assessment Board, | am pleased
to be able to appear before you to comment on the world food, agriculture, and
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nutrition systems, a matter of significance to all concerned with food policy deci-
sions at the national and international level. Since others will be discussing the
information and analytical systems of the U.S. Government, as requested by
Chairman Teaguein his letter of August 29, 1975, | will concentrate my comments
on the expanded Global Information and Early Warning System on Food and
Agriculture of the Food and Agriculture Organization of the United Nations
(FAO). At the outset, 1 should like to make it clear that 1 speak as the director
of a newly formed, independent research institute keenly interested in, and de-
pendent upon the statistics available from such sources; and not as a representa-
tive of any government or the FAO. | have, however, had the full cooperation of
the North American Office of FAO and of FAO officials in Rome regarding the
nature of and plans for their food information system ; but, they have no respon-
sibility for my comments. o ) .

Firgt, it should be noted that the FAO took the initiative in this area prior to
the World Food Conference in November 1975. FAO recognized that an adequate
World Food Security Programme required accurate and timely information on
world food conditions. Thus, the improved system called for by the World Food
Conference in Resolution XVI was already being planned before that Conference,
and it was endorsed in principal by the FAO Council in its November 1974 session
immediately following the World Food Conference. Thus, the system we are dis-
cussing is not merely a hast?; reaction to a current crisis, but expansion and im-
Provement of a system that has evolved from FAQO’S long history of dealing with
ood problems and therelated policy decisions. o

Second, it should be noted that most of the problems and deficiencies | shall
mention later are largely those faced by any attempt at collection and dissemina-
tion of data from a large number of governments with diverse infor mation assem-
bling capabilities and dissemination policies. Partially these deficiencies can be
attributed to the limitations on FAO action inherent in an international or inter-
gover nmental organization. . . ‘

At the outset, I should like to comment on the use of information and analysis
in policy making. | shall start with the obtaining and disseminating of informa-
tion and later discuss analysis and use of the available information. .

Presumably we are talking about current information that is of value to policy-
makersin current policy decisions. ] ) i

Information for policy making purposes ideally must be .tlmeIE\;, adequate in
coverage, and accurate. On the face of it, this seems to be obvious, but a failure to
distin?uish among these characteristic and their importance can cause confusion,
malallocation of scarce resources in the information-gathering field, and a failure
to recognize where the major efforts for improvement should be placed. Let me
illustrate the difference. ) ) . . ) )

Timeliness is the most obvious and widely recognized attribute of information
for (5)0|ICy makers. It is of little help to tind out that the grain crop in a major
producing country has failed some time after they have entered world markets
and made major purchases. It is of no great help to find that a portion of the
population in a country, large or_small, faces starvation due to crop failure when
it Is too late to effectively mobilize national or international emergency relief
programs. ]

The adequacy of the information is a different matter entirely. Adequacy re-
lates both the items covered in the information system and the extent of the
coverage. Moreover. adequacy must be judged relative to the policy actions con-
templated. From the siargFWm of international production, trade and aid poli-
cies, it is completely unrealistic to talk of an adequate food information system
that does not have'timely and reasonably accurate information on agricultural
conditions in the world’s second and third largest grain-producing countries—the
USSR and the People’'s Republic of China. On the other hand, the absence of such
data from a countr?/ whose population or food production is small is not of major
significance to world markets and to other countries’ well-being. Thus, the ade-
quacy of data for countries with small production and consumﬁtlon levelsis pri-
marily their concern, and if they choose for one reason or another not to provide
such information, they are more likely to be harmed as a result than is the rest of
the world. On the other hand, timeliness of information Provided. is just as impor-
tant for _small countries as large ones when issues of food aid, disaster relief
and similar matters are involved; a starving person in a small countrK isjust as
badly off as one in a very large country if food aid arrives too late. Thus, timely
information is essential for the effective operation of world food programs or a
bilateral aid program,
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Accuracy of information is always of |m€_ortance to policy makers, but here
again it rélates to magnitude of the populations and production involved. A ten
pércent error in production estimates for large countries such as India, the USSR
China or the USA creates substantially greater problems for world policy makers
than a 50 percent error in the production estimate of a country that produces or
consumes a few hundred thousand tons of grain annually. Unfortunately, statis-
ticians are often more concerned about estimating errorsthan policy implications
of such errors and thus may be overly concerned with accuracy in some cases.

Thus, for a food information system to serve the needs of policy makers it
needs to be timely for all countries; to be adequate, it needs to provide a wide
range of information for those countries whose actions and/or needs can have a
major impact on world markets; and it needs to be accurate in most respects for
those countries that can or are likely to affect world markets. Of course, for na-
tional purposes all countries would benefit from timely, adequate and accurate
information; but from the point of view of international policy makers the im-
portance of adequacy and accuracy of food information regarding other countries
varies greatly depending ugon thé nature of the policy issue involved.

With these comments as background, let me review briefly the status and plans
of FAO for its Global Information and Early Warning System. In the past the
FAO and the U.S. Government wer e the two major sour ces of world food informa-
tion. The FAO statistics were published annually in The State 01 Food and Agri-
culture, and their various statistical publications. The statistics were generally
a year to eighteen months old and thus failed to meet the criterion of timeliness.

he Monthly Bulletin on Statistics, the Early Warning System, and commodity
publications provided more current data, especially in recent years on particular
commaodities and commodity groups. The new food information system represents
a step f%rward in providing a greater emphasis on a more coordinated and timely

roach.
apl%’he new FAO food information system has four basic types of output: 1% the
food situation and outlook series, 2) an early warning of food shortages, 3) in-
formation on food stocks and food aid, and 4) fertilizer and pesticide informa-
tion. Let me comment on each.

THEFOOD SITUATION AND OUTLOOK SERIES

This now consists of monthly, quarterly and ad hoc reports. They cover the food
supply-demand outlook in light of changes in production prospects, prices, poli-
cies, sales, stocks and the availability and prices of key inputs such as fertilizer,
pesticide, sh|p8|n , etc. ) ]

The Food Outlook Quarterly has now been published twice, the last dated
August 25, 1975 and the next scheduled for release November 28, 1975.
~ The monthly Food Situation Report presents, more briefly, developments dur-
ing each preceding month on factors affecting the world food situation, covering
much the same material as the Quarterly, updating those items which have
changed from the previousreport. . o

My appraisal is'that this new series will solve the timeliness problem to a Iarﬁe
extent. Its gaps are in adequacy and accuracy, neither of which is the fault of the
persons who produce the reports. In terms of the range of information covered,
the adequacy is excellent; but in terms of world covera%e, it is inadequate be
cause the U is not a member of FAO and has thus far been no more coopera-
tive with them than others re?ardlng this information. The People’'s Republic
of China, although a member of FAO, has not yet seen fit to provide the informa-
tion requested for the system. Thus, the FAO food information system, in common
with others which are generally available to most governments, is totally inade-
quate in terms of coverage of two of the world’s largest agricultural producers
and consumers. Until these countries choose to cooperate, no system can be ade-
quate in terms of coverage. o

Moreover, at the insistence of some Member Gover nments, statistics for a coun-
try may be, at the request of that government, only shown as part of area or
world totals. This, again, limits the adequacy if the country is significant in world
production, consumption and trade. ) o .
~ The problem of accuracy is two-fold. The first and most significant is the sheer
inability to produce accurate information in developing countries with present
indigenous technology. Despite the large quantities of technical assistance from
FAO and national governments, the problem of producing reasonably accurate
estimates in developing countries is enormous and far from solved. Hopefull?/,
improved technology and more assistance can improve this situation. The World
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Food Conference Resolution XVI establishing the Global Information and Early
Warning? System specifically reguested gover nments to take steps to improve their
data collection and dissemination services. Regular assessments of the effects of
current weather on crop %roductlpn wasalso emphasized. =~ |

Another accuracy problem arises because some countries simply do not want
to admit that their agricultural economy is performing badly, and they do
not report or are slow to report the facts regarding agricultural produc-
ion. However, since FAO is governed and financed by its Member Govern-
ments, it must have a substantial basis to modify the official estimates of the
Member Government, estimates that in the absence of objective statistics may
represent hopes rather than actual achievements or expected performance. The
reasons for such actions on the part of governments are varied and sometimes
valid, but they reduce the accuracy of world food information.

EARLY WARNING OF FOOD SHORTAGES

A monthly summary of the latest information on crop conditions, weather
and plant diseases, food deficits and availabilities in some 90 countries is pub-
lished in Foodcrops and Shortages. This contains largely qualitative estimates
of conditions including a rating scale of crop conditions, plantings, progress of
harvest, and rainfall, plus comments or observations from FAO representa-
tives, project specialists, World Food Programme officers and other sources.

The most valuable attribute of this portion of the system is its timeliness. The
reporting of adverse weather conditions, natural disasters and other events
which may affect crop availabilities and demands is a great aid to those who
must make rapid policy decisions in advance of the final quantitative estimates,

The adequacy of information available in this part of the system varies

greatly from country to country. This is partly a lack of an adequate support
system and, in some cases, lack of country cooperation. )
In the case of the early warning System, quantitative accuracy is almost
impossible by definition. As yet the relationships between weather or insect
and disease aﬁpearanc&s are not well quantified, nor is a direct and stable
relationship likely to be found in the near future. Thus, the qualitative esti-
mates now used probably are as good as can be devised given the state of
knowledge regarding these relationsnips.

FOOD STOCKS AND FOOD AID INFORMATION

World food stocks: status and evaluation reports were authorized by the
FAO Conference of 1973; they include assessment of national stock targets and
policies and the adequacy of world cereal stocks in the context of world food
security ; they also include data on storage capacity and facilities. The latest
one was issued for the coming October meeting of the FAO Group on Grains

The FAO Food Aid Bulletin issued quarterly since July 1970 provides infor-
mation on bilateral and multilateral food aid transactions and food aid avail-
abilities, based on natifications made by governments to FAO and data especially
provided by inter national agencies concerned.

FERTILIZER AND PESTICIDE IN' FORMATION

The FAO fertilizer and pesticide information is an off-shoot of their newly
established International Fertilizer Supply Scheme. Information on supplies,
deficits, prices, contracts and capacities are monitored for the purposes of
emergency operations under the scheme. A new quarterly fertilizer survey and
other information-gathering activities have been injtiated.” Steps are being taken
to develop a similar information system on pesticides. o _

In this area of key inputs, | must judge that the information is neither timely,
accurate, nor adequate. Thereasonsfor thisvary. First, the production and distri-
bution of these products are carried on by a mix of private and public enter-
prises, sometimes within the same country. Some countries, for their own reasons,
do not divulge their current statistics on current status or plans even though
they presumably have them. The private firms involved often are reluctant to
disclose information which thg/ believe may affect their competitive position.
All in all, the situation is totally unsatisfactory in both current estimates and
forecasts and the problem of accurate information an exceedingly difficult one.

As an illustration, in the monthsljust prior to the World Food Conference in
1974, a series of estimates on world fertilizer production, use, avilability and
potential capacity in the short and longer run were prepared by several national

68-877 O—7&6
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and international organizations. They varied widely in several aspects and
changed markedly during a short period of time. The situation regarding pesti-
cides appeared equally confusing. .

It is clear that governments and the FAO need to spend much more time and
money in devising and implementing an improved information system for this
important area relating to agricultural production. | would expect it to be a dif-
ficult process, leaving aside the fact that some major countries may not wish to
cooper ate.

ne final point on the FAO information system. By action of Member Gov-
ernments it is a closed system. By that | mean certain of the materials are
limited in distribution only to participating countries and cooperating interna-
tional organizations for their exclusive use. This includes the monthly Food Situ-
ation Reports, the reports on crop conditions and food situations by countries
and the special reports. The Food Quarterly Outlook is distributed to partici-
Eatlng governments, to nonparticipating governments which are members of

AO, and to cooPeratmglnternatlonaJ organizations. ] ]

Thus, most of the material produced by the FAO food information system
is not available to the general ﬁubllc and media. This condition was imposed by
some Member Governments which believe that a disclosure of such information
would give an advantage to private traders and speculators.

My own view is that such restrictions on the FAO system are wrong and that
more and better information widely shared would reduce the advantages of those
who cause concern. First, the large private international traders have their own
complex’ information system that gives them an advantage that better public in-
formation would reduce or remove. Second, the major destabilizing forces in the
market are governments that operate state trading operations in secrec.K. But,
right or wrong, these restrictions on the FAO system do exist and are likely to
persist.

I hope | have not appeared overly critical of the FAO food information system.
It represents a marked improvement over what has existed, and if it were ade-
quately financed and received the full cooperation of Member Governments, it
would be of significant aid to national and international policy makers.

It appears, based entirely on an examination of FAO budget documents, that
far too little budget priority is given to such work by FAO. For the system to
work as effectively as it could, it needs at least regional, and generally country
statistical representatives, to provide information” and reports to the Rome
headquarters. This is in addition to the persons at the regional level who work
with countries on uggradln the timeliness and accuracy o countr%/ data. Given
the magnitude of their task it would appear that the Rome staff needs to be
expanded. But, this again is a matter for decision on FAO’S program of work
and budget, a decision made by Member Governments and, unfortunately the
provision of timely, adequate, and accurate food information is less visible and
glamorous than other activities that compete for scarce funds.

THE ANALYSIS PROBLEM

Thus far | have commented upon the data base for the food information sys-
tem of FAO. But, even if all the data were timely, adequate, and accurate the
utility depends upon its use in policy analysis. Facts without analysis often are
not much more use than analysis without Tacts. And as we have seen _recentl?/,
even within the U.S. Government, the same facts can be interpreted differently
and different policy conclusions reached. ) ]

Essentially competent policy analysis should present an in-depth analysis of
policy options and their implications for the parties concerned. At this point one
enters the area of who gains and loses by certain policies or lack thereof. Such
areas are sensitive in that they involve national political decisions, and that may
at times have adver se effects upon others. o

In this area FAO faces a problem created by the nature of the organization.
The reporting of facts is a much less sensitive area than analysis of what
actions need to be taken b¥ whom. Here FAO directly encounters sensitive prob-
lems of national sovereignty. It is one thing to point out that there is a serious

ap between the food and needs of the Most Seriously Affected Nations and an-
other to suggest to the U.S. Government or to the EEC that they should do
more in providing food aid. As | understand the rules of the gamé in interna-
tional organizations, it is acceptable for one nation to publicly question ancther’s
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policy, but it is not acceptable for the staff of an international organization com-

\d of member nations to do so. ) ] .
po%?u(s)x, }nwould think it is expecting too much of the FAO to provide substantial

i i i riti i ici This means
olicy analysis which is explicitly critical of national policies. This
{)hat i)olicy :)malysis must rest with national governments and organizations out-
side the formal United Nations framework. Thisijof cgugfe,t meat:ls that aofllxlgx:
ial i between nations occurs. The Unite ates and many
e realtng f trained professionals available

developed, wealthy nations have a large core o :
to analyze the food information available to the government. Many develop-
ing nations have neither the trained manpower or resources for such analysis,

is y v tional
nor do they always accept analysis done by other governments. The Interna
Food Policy Research Institute represents a modest effort to redr.ess that im-
yalance. It is our intention to do such analysis and to collaborate with countries

nteerstad, i, wieh. warnk. and. in. develoning, such capabilities within their own
countries.

WHAT CAN AND SHOULD THE U.S. GOVERNMENT DO TO IMPROVE THE WORLD FOOD
INFORMATION SYSTEM ?

~ The prime interest of the Technology Assessment Board, as | understand it,
is to assess the food, a%rlculture, and nutrition information systems and recom-
mend action that can be taken by the United States to improve them. | shall
confine my comments to U.S. Government actions which would be of aid in
sirengthenlnﬁ the FAO food information system, assuming that others will con-
centrate on the U.S. system. . )

First, of course, the United States Government should continue to actively
cooperate with FAO in exchange of information available. Possible problems
involved in that cooperation can be best discussed by U.S. Government repre-
sentatives who will appear before this group. )

Second, | suggest the U.S. Government should use its power and influence
as the world’'s largest grain exporter and the largest supplier of food aid to
try to persuade other governments to cooperate with the FAO in the provision
of the information necessary to make the FAO food information system more
timely and adequate in terms of country cover age. ) )
~ Third, | suggest that the U.S. Government efforts be increased to aid develop-
ing countries improve their food information systems. This aid should include
the development of and training for the provision of standard, statistical report
procedures ; but, equally important it should involve the increased development
of new and better information based upon the most advanced technologies. The
U.S. capabilities in satellites, weather monitoring, and related fields needs to be
more fully used in the food information field. To do so will require a substantial
investment in research on weather-crop relationships. the use of satellites in
conditions of small, fragmented, multiple-crop areas, and similar problems. This
also involves sensitive problems of national sovereignty, and will require full
cooperation with other nations and international organizations, Funding, and
encouragement and leadership in that cooperation should be forthcoming.

Fourth, as a major contributor to the FAO and other United Nations organi-
zations concerned "with improved food information systems, the U.S. Govern-
ment should take the leadership in ensuring that such activities receive the
funds that an improved FAO food information system requires to become more
effective. | am concerned that since the food information system of the U.S.
Government is so good and also is undergoing substantial improvements there
may be a tendency on the part of this government to have less concern for an
effective international system. If my concern is correct, then an important_point
isbeing missed. Until and unless a large portion of the policy makers in all
countries have e%uall ood mforr(mtlon, there is a ontmu}gng likelihood that
actions on_the part of others, possibly acting on the basis of inadequate Infor-
mation, will continue to be a major destabifizing force in world markets, food
trade, and inhibit effective food aid actions. ] ) o
. In summary, tgrea_t progress has been made in recent years in providing an
improved world food information system. Much more needs to be done in order
to make the system adequate to meet the needs of policy makers inthe U.S.
and all other ‘governments. The actions of the IT. S. Government in this area
can be an important factor in making the needed improvements.
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[The following information was referred to on p. 73.]

ANNOUNCEMENT OF THE ORGANIZATION OF THE INTERNATIONAL FOOD POLICY
RESEARCH INSTITUTE

In response to a recommendation of the Technical Advisory Committee of the
Consultative Group on International Agricultural Research of ‘June 1974, entitled
Proposal For A World Food Policy Institute, the international Food Policy
Research institute (IFPRI), has beeni established. .

The purpose of IFPR1’is to undertake research on selected pol_lc%/ _%roblems
affecting the production, consumption, availability and equitable distribution of
food in the world with particular emphasis on the needs of the low income coun-
tries and especially the needs of the vulnerable groups within those countries.
Specifically IFPRI'will work: . . .

(1) to identify major opportunities for expanding world food production with
particular emphasis on the development actions and policies best suited to remove

resent constraints to production and to establish the framework for the sus-
ained use of the potential agricultural capacities existing in low-income nations;

(2) to determine and publicize those actions which could be undertaken and
those policies which could be adopted by governments, regional and interna-
tional_agencies, to effect a continued increase in the quantity and quality of food
supplies available to all pegple through enhanced food production, wider trade
opportunities, and improved effciency and equity in food distribution; and

(3) to provide information, an expanded base of knowled_%_e and objective anal-
¥5|s of world food problems, and to indicate the opportunities and options open
or their solution. . ) o

IFPRI has been established as a non-profit research and education institution
under the laws of the United States of America. It is governed b¥ an international
board of trustees. The Board of Trustees currently includes_the following persons:
Sir John Crawford, Chairman; Ojetun{l Aboyade, University of Ibadan, |%_er|a'
David Bell, The Ford Foundation, United States; Norman Borlaug, international
Maize and Wheat Improvement Center, Mexico; Ralph K|rb¥) avidson, The
Rockefeller Foundation, United States; Mohamed E1-Khash, Arab) Center for the
Study of Arid Zones and Dr)‘ Lands, S¥r|a; Nurul Islam, Bangladesh Institute of
Development Studies, Bangladesh;  Affonso Pastore, U_mversnt%/ of Sao Paulo,
Brazil; Andrew Shonfield, Royal institute of international Affairs, England,;
Ruth Zagorin, International Development Research Centre, Canada. )

In addition to the above trustees invitations have been issued to others, pri-
marily from developing countries, to join the Board of Trustees. L

Thé trustees met July 21 and 22, 1975, in Washington, D.C. to discuss the initial
plan of work and staffing pattern of the Institute. .

The Board of Trustees invited Dr. Dale E. Hathaway to serve as the first
Director of IFPR1. He offcially assumed that position ona full-time basis effec-

tive August 1, 1975.
SOURCE OF FUNDS

The initial funds for the Institute's core budget have been provided by a grant
from the International Development Research Centre of Canada. It is anticipated
that the Rockefeller Foundation and Ford Foundation also will participate in
the funding of the core budget. IFPRI has the legal authority both to receive
contracts and to contract with other organizations for research. [t is planned that,
once the major staffing has been accomplished and the program of work devel-
oped, IFPRI will both accept and let contracts which are consistent with its
mandate and the collaborative working relationships it wishes to establish at the
national and international level.

THE STAFFING PATTERN

The staffing pattern that is planned for IFPRI is unique compared to most
research organizations. The staff will consist of both social scientists and agri-
cultural production scientists who will individually or cooperatively be responsi-
Me for research problem areas within IFPRI’s areas of concentration. The long-
term professional staff is expected to consist of 7-8 persons drawn from the inter-
national community. _

In addition to the long-term staff the core budget provides for 1& 12 short-term
staff, drawn ﬁrimarily rom developing countries, who will have appointments
from one to three years duration. This portion of the staff is expected to vary in
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seniority and also will consist of a mix of policy-oriented social and production
scientists, It is hoped that these individuals will return to their home institutions
and prqwdeacontlnum%collaboratlveI|nk between national agricultural research
and policy analysis and the IFPRI program.

RELATIONSHIPS WITH OTHER ORGANIZATIONS

The success of IFPRI in achieving its mission will depend upon the building
and maintenance of contacts with research organizations and policy makers
at the national, regional and international level. Thus, the active cooperation
of such groupsisbeing and will be sought.

Discussions have already begun regarding cooperation with FAO, the World
Bank, the Consultative Group on Food Production and Investment, the World
Food Council Secretariat, and the network of International Agricultural Research
Centers. As staffing and program development proceeds similar collaborative
arrangements will be sought with national and regional organizations.

Although IFPRI will periodically assess the world food situation, both short
and long-run, and analyze its policy implications, IFPR1 does not intend to gen-
erate primary statistics on food output. Instead, the Institute is intended to
provide an independent source of research and analysis of the major food policy
Issuesin both the current and long-run context.

THE FUNCTIONS OF IFPRI

_The functions of IFPRI are research, analysis, and dissemination of informa-
tion relevant to improving world food policy. At present it is not anticipated
that ‘the Institute will undertake a formal training ﬁrogram. As its competence
in such research and analysis develops, it is hoged that its training function will
be fulfilled through (a) the experience gained by short-term participants in the
program and (b) the conduct of seminars and consultation on the major policy
Issues within the Institute's competence in response to specific requests from
policy makers and researchers.
IFPR1 FACILITIES

The offices of IFPRI arelocated at 1776 Massnchusetts Ave., N. W., Washington,
D.C. The address for communication purposes is: International Food Poli
Research Institute, 1776 Massachusetts Avenue NW., Washington, D.C. 20036,
telephone: (202) 833-1821, cable address: IFPRI, Washington, D.C.

Chairman HUMPHREY. Mr. Hjort, you are with John Schnittker and
Associates here in Washington. Were you formerly with Secretary
Freeman as well?

Mr. HJORT. Yes, indeed

Chairman HUNPHREY. Good, he would be happy to know that I have
an old associate of his around. Orville is one of my closest friends.

You have listened here today and you also have a very extensive
statement—one, that our staff has analyzed in considerable depth.

First, let me say we are very much indebted to you for the amount
of work you have put into this statement, analyzing the information
system, some of its needs, and structural weaknesses.

We will publish your entire statement, in the record. Could you
please summarize it?

STATEMENT OF HOWARD W. HJORT, JOHN SCHNITTKER
ASSOCIATES

Mr. HiorT. In view of that and since | have recently-prepared a de-
i ailed report, | will just highlight four or five major points.

The criteria | relied heavily upon for judging the strengths and
weaknesses in the world agricultural information system were objec-
tivity, reliability, timeliness, adequacy-in terms of coverage--effi-
ciency and effectiveness.
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When these criteria are applied it soon becomes evident that we don’t
have a world agricultural information system that ranks well in terms
of all of them.

The main reasons, it seems to me, that our world information sys-
tems are held below potential are, first the deficiencies in the national
agricultural information systems-—several have already referred to
such deficiencies of today.

Second, the adequacy of the information obtained by and reported
to USDA and FAO through our attache network. These reports clearly
are a primary source of intelligence for a world information system,
but they are weak in some respects.

Third, the adequacy of the analytic ability to process the informa-
tion, to trace its implications and to be able to get information on a
timely basis to all those who need it for policy purposes or action pro-
grams or whatever.

Fourth, USDA operates both a national agricultural information
system and a world agricultural information system. In my view, the
manner in which the responsibility for those systems is assigned places
objectivity in jeopordy, unnecessarily so.

Fifth, 1 believe that the organizational structure used by the De-
partment of Agriculture in operating those systems seriously impedes
the efficiency and effectiveness under which those two systems operate.

Now, going back over each point and being just a bit more specific
about what I mean in each case. National information systems have
deficiencies and will continue to have them for a long time. FAO has
been working for years to help developing countries establish systems
that can collect basic agricultural information and develop reliable
supply demand estimates.

But that is a long-term task. We should continue to provide support
to that effort, but we have to recognize that, it will take a great deal
of time to bring all national systems up to the kind of standard that
we will have to have for a reliable world system.

The near term alternative is to use analytic techniques where you
take agricultural statistics, process them through a formal analytic
model, verify it by seeing how well it performs historically, and then
using model estimates to replace deficient ones from national systems.

An example of this is both the Central Intelligence Agency and the .
Department of Agriculture have a model, an analytic model, that they
use to develop estimates of production in the Soviet Union. Neither
one of those models has been sufficiently verified yet, but they are on the
right track.

At the present time neither FAO nor USDA have the analytic ca-
pability to develop a sufficient model building and testing system. But
the main point is that there is an alternative way of developing rea-
sonably reliable estimates for a world system.

My second point, on reports from the attaches. First, I want to make
clear that | recognize that USDA has been making serious efforts to
improve the quality of those reports. But the fact of the matter is that
few attaches are specialists in the collection of data- in analysis.
And their mission, the attaches’ mission, is not perceived to be the
collection and analysis of data.

In addition, attaches are reposted frequently.
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Now, these factors reduce efficiency and effectiveness and, in some
cases, even reliability of the estimates that come from the attache.

We have two alternatives there, it seems to me, one is a long term,
the other a near term selection. Over time the attaches can be replaced
with a corps of specialists-peopl. that are trained in the collection of
statistics and in the analysis of agricultural information.

But in the short run, the only alternative is to obtain from the at-
taches sufficiently precise information so that it can be analyzed by
analysts in Washington, more reliable estimates can be developed and
reports to the world on the agricultural situation released.

We don’t have anywhere near enough information coming from the
attaches on the agricultural input situation. If you don’t have informa-
tion on inputs, it is very hard to get reliable information on outputs.

The other major weakness in the present USDA system, as far as
analytic capability is concerned, is over the imbalance between their
focus on production and Supply on the one hand, and the relative weak
performance in terms of analysis of factors on the demand side.

The final point on the assignment of responsibility for operating
the two USDA systems and need for reorganization, | believe that
objectivity is presently threatened and efficiency and effectiveness
clearly is held below potential.

Responsibility for the agricultural information systems is assigned
to two different officials iIn USDA'’S office of the Secretary-the As-
sistant Secretary for International Affairs, who was here earlier today,
and Don Paarlberg, the Director of Agricultural Economics.

There are three separate agencies in the Department that share the
responsibility for the operation of those two systems. The world sys-
tem is operated in part by the Foreign Agricultural Service and in
part by the Economic Research Service.

The Foreign Agricultural Service has a mission and a set of pro-
gram responsibilities that makes it unnecessarily difficult for them to
be able to maintain the objectivity of the system. The analyst in that
organization is placed in a difficult position, because of the mission
of the organization and its action program responsibilities. FAS has re-
sponsibilities for export programs which gives them a vested interest
in the export estimates.

I would recommend, to protect the objectivity and improve effi-
ciency and effectiveness, that the responsibility for USDA’s world
and national agricultural information systems be clearly assigned. |
would recommend that it be assigned to the Director of Agricultural
Economics, who already has the responsibility of the U.S. system and
shares the responsibility for the world system, and that the agencies
that report to the Director should have no other responsibility except
providing economic intelligence-providing economic intelligence on
U.S. and world agriculture.

There is another problem. The chairmanship of the committees that
develop estimates of the U.S. supply-demand situation should rest
with those agencies that have the responsibility for economic intelli-
gence. There is, in my view, a very tatal flaw at the present time,
because the fact is that the chairmanship of the committees that develop
supply-demand estimates for U.S. agriculture rests with the Agricul-
tural Stabilization Conservation Service. That organization does not
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have the overall responsibility for assessing and responding to the
situation and outlook for U.S. agriculture.

There is a Crop Reporting Board that reviews and put its stamp of
approval on the estimates coming through the Statistical Reporting
Service. And | want to emphasize that in my view the Statistical Re-
porting Service in USDA is without parallel in the world with respect
to the collection and reporting of agricultural statistics.

The Economic Research Service has an Outlook and Situation
Board that reviews and approves U.S. agricultural situation and out-
look reports.

The world assessments, either world production estimates or world
trade estimates or assessments of the supply-demand balance that are
made by FAS do not go through or to an overall board for review
and approval. That also, | think, unnecessarily jeopardizes the poten-
tial objectivity of the systems.

Chairman HUMPHREY. Thank you. We have heard quite an extensive
critique.

I didn’'t quite understand the reason to cut the Agricultural Sta-
bilization Service out of the evaluations on production and demand.

Mr. HiorT. No; | would not cut them out, but at the present time
they have the chairmanship for these committees. And the Economic
Research Service and the Foreign Agricultural Service are the
men hem.

Chairman HuMPHRey. Do you think the Economic Research Serv-
ice should be in the chairmanship position while the others provide
the input ?

Mr. HiorT. Right. We have this flaw in the system at the present
time where the agency that has the responsibility for the overall
assessments does not have the authority for the estimates. Now, to
follow up on that, I fully agree that, the action agencies should be
members of interagency commodity estinmate committees, because it is
important to know about the action programs.

But the chairmanship should rest with the agency that has the over-
all responsibility for the assessment and for reporting.

Chairman HumMPHREY. Do you feel that the Crop Reporting Board
and the Outlook and Situation Board perform useful functions?

Mr. HiorT. Absolutely. | think it is essential to Have a body of
senior experienced people that review the estimates and approve them
before they are released for public consumption.

Chairnman HuwmpHREY. So you feel that a board to approve esti-
mates of world agricultutml production and trade would be useful?

Mr. HiorT. | think it would be highly desirable.

Chairman HumMPHREY. Tomorrow we will hear from Hosea Hark-
ness of Cook Industries. He recommends that a world crop report-
ing board be set up within the, USDA to review all sources of country
production information, attache reports, foreign-released statistics,
weather-yield analysis, check data, et cetera. Based on this, in a timely
manner, the board would forecast or estimate what would be acknowl-
edged within the Government as the best figure. Thus, we would
eliminate duplicate numbers floating around the Government.

This would eventually lead to more credibility for the private user.

Do you concur in that basic suggestion?
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Mr. HiorT. Yes; | think it is a very good recommendation that he
has made to you and | believe that-you will note from m own
statement that his recommendation fits very well with what | have
recommended. | think it is essential to have a board to review these
estimates before they are released.

Chairman HumPHREY. 1)0 you recommend that senior analysts as-
sume responsibility for issuing monthly digests of world agriculture
for general distribution ?

Apparently, now, junior staff issue these reports for internal use
only.

Mr. HiorT. Yes. | think here again we are circling around the same
kind of question, With junior staff only involved, | don't believe the
product is going to be as good as if you use senior staff and review
boards and processes set up for the overall reports.

There is another weakness in the material that is being referred to,
and that is because it is essentially unanalyzed information. They are
reporting facts as they come to the junior analysts, but the implica-
tions of the information is not analyzed or discussed.

Chairman HumpHReY. Dr. Wilcox, what do you think about the
suggestions that have been made here for the evaluation and analysis ?

Dr. Wilcox. 1 personally am very happy that these are the kind
of recommendations that are coming to you from outside the
Gvernment.

Chairman HUMPHREY. Very good. We thank you very much. This
will all be very helpful. As you know, we are getting down to the
point where we will be making some recommendations, | think these
hearings will be of considerable help.

Mr. Hjort, you feel that the ERS is a well-organized instrument of
the Department, is that right ?

Mr. HiorT. | have in my main report some reorganizational alterna-
tives. The important point, in m mind, is to have the organizations
with responsibility for tile worldJ and national systems reporting to
the Dirertor of Agricultural Economnics.

That comes out of my assessment and it comes from personal expe-
rience. | have worked very closely with every person that has ever
filled that position since it was created, including one of the persons
sitting in this room at the present time and including Don Paarl-
berg-1 served with him for nearly a year after he came in.

That position, ever since being established, has been filled with a
professional of high integrity. And that, to me, is the most essential
point to have in any world information system.

Chairman HUMPHREY. Many of the smaller developing countries
could certainly benefit from a more, reliable information system. The
fact is, as one of the witnesses indicated, that even if the system wasn’t
too good in a small country with limited production and a small
population, it is tile larger developing countries that really determine
the major degree of accuracy of your reports.

Mr. HiorT. Absolutely. But, of course, even in the big ones, we have
unreliable or unavailable data. The Soviet Union, People's Republic
of China, India—we didn’t mention here and | didn’'t highlight it,
but it is in my report again—there are certain countries that bias their
estimates. They believe it to be in their interest from a political stand-
point.

Chairman HumpPHREY. Yes, we know that is a concern.
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Mr. HiorT. And it another reason, then, why you have to have people
of high integrity, because whoever is operating the world system has
to be able to change that estimate and put in one that is unbiased.

Chairman HuwmpHREY. What is your view of the FAO system that
is now being developed ?

Mr. HioRT. | am very gratified by the way FAO is moving to im-
prove their system. Their major deficiencyty far has been the lack
of timeliness.

Chairman HuwmpHREY. That is what | keep hearing.

Mr. HiorT. But they are moving, with their quarterly reviews and
monthly updates, they are moving very well, in my mind, toward more
timely information. The have a long way to o and they will have to
work very hard to develop the analytic capability needed to operate
their system.

But, in any event, they are moving in the right direction.

Chairman HumpHREY. Thank you very much. We are most grateful
to you. And may be tapping your brain power a couple of times more,

Mr. HiorT. Thank you.

Chairman HumpHREY. Thank you. This concludes the first day of
OTA hearing.

[The prepared statement of Mr. Hjort follows:]

STATEMENT oF HowaARD w. HJORT, JOHN SCHNITTKE R ASSOCIATES

AGRICULTURAL INFORMATION SYSTEMS

Summary and Conclusions

1. World supply-demand estimates are the summation of country supply-
demand estimates. Therefore, the performance of the world agricultural infor-
mation system depends upon the availability and reliability of national estimates.
Unfortunately, current supply-demand estimates obtained from national agri-
cultural information systems vary from timely and reliable to nonexistent. Onl
the former can be used in the world system. FAO has been working with menl-
ber governments for years to help 'them establish agricultural “information
systems and improve the reliability of agricultural statistics. These efforts must
continue to be supported, but under the best of circumstances it will take years
to bring all national systems to an acceptable standard. While this long-range
program moves forward to generate analytic models of proven validity, the only
alternative is to use timely and reliable estimates. . )

2. Neither USDA nor FAO possess the analytic capabllge/ to generate suffi-
ciently timely and reliable supply-demand estimates for all commodities and
countries where national systems are unreliable. In consequence, all too fre-
quently estimates based on past trends, sometimes adjusted by judgment, are
used instead of more reliable estimates from formal analytic models that take
into account the full range of factors influencing the supply of and demand for
agricultural products. A deeper analytic capability must be developed to improve
the reliability of current world supply-demand estimates and assessments of
the world situation and outlook for food and agriculture, )

3. Reports received from USDA’S attache network are the primary source of
foreign agricultural information for the world agricultural information system.
Attaches prepare many reports and provide much information, but few are spe-
cialists in the callection or analysis of agricultural data. and these tasks are
usually not perceived to be their Erlmary mission. Frequent reposting of attaches
adversely affects the quality of the information they provide. These weaknesses
can be overcome by employing specialists in the collection and analysis of agri-
cultural information who would be posted for extended periods, but this is a
long-range and partial solution. The near-term solution is to require attaches to
provide more precise data and information on the use of land, agricultural
Inputs, human and animal populations, income, prices, and other supply and
demand factors so that analysts covering the world situation and outlook are
in a better position to assess these factors, develop more reliable supply-demand
estimates, and report more fully and frequently on the world food and agricul-
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ture situation_and outlook. Since inadequate analysis of available data already
is a more serious constraint than madecLuate data, the overall improvement of
the wor‘d Zydstems depends mainly upon how many and how effectively analysts
are employed.

4, |r|1o t%e final analysis, objectivity is the essential attribute of an agricul-
tural information system. The objectivity of USDA’s world and national agri-
cultural information systems is threatened, and effciency and effectiveness held
far below potential by the organizational structure used to operate the systems
and the manner in which the re§)onsibilitiesfor them are assigned. The respon-
sibility for the world agricultural information system is shared by two officials
in the Office of the Secretary and the system’is operated by two completely
separate agencies, one with a mission and action program responsibilities that
make it unnecessarily difficult to maintain objectivity. The responsibility for
reporting on the U.S. agricultural situation and outlook rests with the Economic
Resear ch Service and the Outlook and Situation Board, but the chairmanships of
the U.S. supply-demand estimates committees have been given to an agency
that has responsibility for administering farm programs. To protect objectivity
and improve efficiency and effectiveness, the responsibility for USDA'S world and
national agricultural information systems should be clearly assigned, The Direc-
tor, Agricultural Economics, who already has the responsibility for the U.S.
system and shares the responsibility for the wor|d system, should be assigned
the responsibility for both systems, and the agencies that report to the Director
should have the'sole mission’of providing economic intelligence on U.S. and world
aslﬁriculture. Chairmanship of interagency commodity estimates committees

ould be provided by the agency that has the responsibility for the estimates
and assessments of the situation and outlook. Reorganization is a necessary
condition to improving the efficiency and effectiveness of the agricultural infor-
mation systems operated by USDA. The reorganization alternative that promises
the highest efficiency and cost effectiveness is one that combines world and
national commodity analystsin a manner that eliminates unnecessary duplication.

WORLD AGICULTURAL INFORMATION SYSTEM

Introduction

On August 21 | was asked by the Office of Technology Assessment (OTA) to
prepare a report containing “a Critical evaluation of the world agricultural infor-
mation system . . ." The objective of the report is to assist in the formulation
of specific subject areas to probe, and questions to be explored during the forth-
coming OTA hearings on food information systems. The report concentrates on
specific gaps or weaknesses in the system that can be corrected within the short
run at minimum cost, especially those where corrective measures can be taken
unilaterally by the United States. Other improvements that should be made but
that will take longer to implement and that require cooperation from others
are identified and an implementation approach outlined.

Agricultural Information Systems

A world agricultural information sYstem must have the capacity to develop
world supply-demand estimates for all agricultural commodities and be able to
accurately assess and interpret their implications. Agricultural statistics and
analysis are the ingredients of the system; forecasts of the outlook are the
outputs.

Ap ricultural statistics are the raw material-the basic input—for an agricul-
tural information system. Agricultural statistics, collected either by taking a
census or sampling a population, tell uswhat is happening or what has hapﬁened.
An aﬁrlculturaj census, taken once every several years, provides the benchmark
for the world agricultural information” system. Estimates for the current and
intervening years are developed either by sample surveys or through analytic
methods that use statistics and interrelationships from the past to generate
current estimates. World supply-demand estimates are now being developed from
a combination of sample survey data and analysis. The basic data requirements
for an agricultural information system are identified and alternative procedures
for developing them outlined in Appendix I. . .

While agricultural statistics and supply-demand estimates are essential to
an agricultural information system they, alone, are of limited value, These sta-
tistics must be carefully analyzed by specialists who can interpret their signifi-
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cance. Finally, the results of their assessments must be made available to those
who need to be informed about the world food and agricultural situation and
outlook, and used by the policy ofiicials. The ability fo analyze and_interpret
agricultural statistics depends upon the number of analysts, their training and
experience, and the analytic techniques they employ. Since agricultural produc-
tion is influenced greatly by weather ﬁatterns and is, therefore, inherently un-
stable, the analysts and managers of the world agricultural information system
must have the time and ability to continually reassess the situation and outlook
for world agriculture. ) i ) o

In order to operate a world agricultural_information system, it is necessary
to maintain historic data, have the capacity to develop and publish reliable
supply-demand estimates, possess the ability to trace the implications of the
current situation, and to make those implications known to the world. While
there are a number of private and public organizations that operate partial
world agricultural information systems, only two operate full-fledged systems-
the United States Department of Agriculture (USDA) and the Food and Agri-
culture Organization of the United Nations (FAO). USDA and FAO collect, main-
tain, and publish world agricultural statistics, develop and maintain world,
regional, and country supply-demand estimates for agricultural commodities;
continually analyze the supply-demand balances and the factors or events influ-
encing supply and demand; and release reports containing the results of their
assessments of the current situation, near-term and longer range outlook for
food and_agriculture. Both USDA and FAO depend heavi(}/ upon national agri-
cultural information systems of varying sophistication and reliability, but both
have the analytic capability to develop current supply-demand estimates in
those situations where the national agricultural information systems fail to
enerate timely or reliable estimates. USDA and FAO draw upon sour ces outside
their own system for agricultural information and intelligence.

Evacuation Criteria

The factors that must be taken into account in developing *udgments about
the relative strengths and weaknesses of a world agricultural information system
are objectivity, reliability, timeliness, adequacy in terms of coverage, efficiency,
and effectiveness, The ideal is a system that provides users timely, unbiased
interpretations of the current situation and outlook based upon éstimates of
known reliability for all commodities and countries through the use of the most
cost effective procedures known to mankind.
Objectivity

Objectivity is the essential attribute of an agricultural information system, and
the most difficult to ensure or measure. To be useful, the products of the system
must be as free of bias as the state of the art will permit. Users must be con-
vinced that the results are not tempered to prevent an outcome that is more
or less favorable than is the real situation. In theory, the objectiveness of a system
can be measured by comparing supply-demand estimates with the final outcome
after adjusting the [atter for changes in the estimates due to events that took place
after the estimates had been prepared. In practice, it is extremely difficult to
make such measurements. There are guidelines, however, that can be followed
to help ensure objectivity. Objectivity is more likely to be obtained when the
organization with ‘responsibility for the information system has the operation
of the system as its sole mission. Suspicions about objectivity automatically
arise whenever an organization that has multiple missions or action program
responsibilities also has the r&ponsjbili_te/ for operating the agricultural infor-
mation system. The temptation to m,o,dla}/ estimates is ever present, and some
estimates” are always biased for political purposes. In this circumstance, the
organization operating a world agricultural information system must reject
the biased estimate in order to maintain the integrity of the system. In order
to protect the system, the responsibility for it should be assigned to an organiza-
tion that has no other responsibilities and that is directed. administered, and
operated by persons of high integrity.
Reliability

The reliability of an agricultural information system refers to the confidence
that one can have in the supply-demand estimates developed within the system.
It is easy to confuse the terms objectivity and reliability. In simple Iangua%e,
objectivity means to tel it like it is, while reliability means to find out what the
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situation is and what it is likely to be. The reliability of the estimates is in-
dicated why the methods used to develop them. Those of known statistical re-
liability developed from a representative sample of a population and those
from analytic models of proven validity are superior to estimates developed
from non-representative samples or from samples drawn from unknown popu-
lations, or through the use of untested or weak analytic techniques. Some
national agricultural information systems develop and release current supply-
demand estimates that can be relied upon by those operating worldwide systems;
others generate current estimates of unknown statistical reliability that must be
subjected to consistency checks before being used in the world system. Some
countries never develop or release current estimates, so those operating the
world system must use analytic techniques_to develop the necessary estimates.
FmaIIY, some national systems are essentially without capability to generate
agricultural statistics, which means those operating the world system must rely
entirely upon analysis of factors influencing supply and demand for current
estimates. The reliability of a system can be indicated by comparing estimates
with final results.
Timenliness

Timeliness refers to the time that lapses between receipt and release of agfri-
cultural information, A system that can assess and report the implications of a
changing situation days after the change becomes known is more useful than
one that takes weeks or months. A system that releases unanalyzed informa-
tion immediately upon receipt is more effective than one that delays release. A
system that generates an estimate of, say, crop production ten days after data
were collected from farmers is more timely and effective than one that takes
thirty days to prepare the estimate for release. The timeliness of the national
agricultural information systems is extremely variable. USDA’s national system
is without parallel in this regard in that estimates are released after a lapse
of as few as ten days. There are others that do not even bother to collect agri-
cultural statistics until after the season has ended. In order to provide timely
information, therefore, those operating world agricultural information systems
must be prepared to develop and release their own estimates.

Adequacy

The adequacy of a system refers to the scope and uniformity of coverage. A
system that provides detailed coverage of the crops, but superficially covers
livestock is less adequate than a system that provides uniform coverage of both
crops and livestock. Similarly, a system that provides detailed coverage of
agricultural production, but falls to adequately cover consumption is inadequate.
Fclijrther, a system that covers some countries, but fails to cover others, is in-
adequate.

Efficiency and Effectivenesss

Efficiency and effectiveness can be judged by determining if obsolete data
are being collected, reviewing the methods used to collect and analyze data,
the number and qualifications of analysts employed in operating the system, the
number of organizational units involved in collecting and analyzing agricultural
data, and the ogrganizational structure used to operate the system. Collectin
obsolete data Is, at best, a waste of money and can lead to inappropriate an
misleading conclusions. Reliable estimates can be generated by samplin%; a
relatively small proportion of a population, a procedure much more cost effec-
tive than drawing larger than necessary samples. Sophisticated analytic
models and computers can systematically’ handle more variables, but they
cost more than less sophisticated techniques. The task is to use the analytic
technique that generates reliable results at minimum cost. Too few analysts
keeps the system’s efficiency low, as does too many. A system operated by well
trained, experienced analysts and statisticians will be more cost effective than
one operated by poorly trained or inexperienced employees. Efficient use of
manpower and cost effectiveness of the system are influenced by the or ganization-
al structure. When the responsibility for the system rests with a single or-
gané]zatlonal unit, efficiency and cost effectiveness are highest, all else being
equal.

General Comparison of USDA's and FAO's Systems

USDA’s world agricultural information system is backed by a larger field
staff and has been providing information more timely than FAO'S. The Statistical
reliability of supply estimates appears to be about the same, in part because
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they both rely heavily upon national systems, but USDA releases eatimates and
assessments more frequently. FAO allocates mor e resour ces to improving national
data_collection and processing capabilities than USDA. FAO provides compre
hensive coverage of agriculture, including forestry and fisheries, and is the major
source of comprehensive historical agricultural “statistics. FAO seems to probe
more deeply into factors influencing the situation and outlook for world food
and agriculture, but takes more time to do so and tends to limit coverage to
specific issues. Both USDA and FAO are relatively weak in assessing current
consumption requirements. Serious efforts are king made both by USDA and
FAO to improve their systems. Both have given increased attention to the num-
ber and frequency of reports and FAO is in the process of augmenting staff
to handle the broader responsibilities assigned them after the World Food
Conference of last November. While they both have increased the number and
frequeney of reports on various aspects of world agriculture, most of the addi-
tional information from USDA’S system is data for analysis instead of the
results of analysis. ) )

Inadequate analysis appears to be a more effective constraint on both sys-
tems than inadequate data. FAO’S mission and organlzatlonal structure suggest
it is easier for them to maintain objectivity, and to make more progress in
improving the reliabilty of agricultural statistics collected through various
national systems. The major weakness in the FAO system has been the inability
to provide information on a timely basis. This weakness is being overcome
by the series of monthly and quarterly reports now being released. FAO'S sys-
tem is constrained by a serious lack of qualified analysts, especially in view of
the additional tasks they were assigned last fall. The field staff Is extremely
limited and data from non-member countries difficult to obtain. However, they
now obtain reports prepared by the U.S. agricultural attaches to augment reports
from traditional sources. FAO does have a sensitive problem when it becomes
necessary to adjust member government estimates that have been biased for
political "purposes, but they can and do substitute their own estimate for the
“official” estimate when necessary. All in all, USDA’S system clearly has been
superior with respect to timely assessments of the current situation and near-
term outlook, but unless steps are taken soon to |m£rove USDA’s system, the
most reliable system will he the one operated by FAO.

USDA’s World Agricultural Information System

Responsibilitiy for the System

USDA operates a national and a world agricultural information system; here
our focus is upon the world system. The rationale for USDA’s world agricultural
information system has never been clearly specified. In consequence, no one
person, office, or agency has the responsibility for operating USDA's world agri-
cultural information system. Presently, the responsibility for the system rests
with two USDA agenciesthe Foragn Agricultural Service (FAS) and the
Economic Research Service (ERS). FAS'S agricultural attache network provides
foreign agricultural statistics and intelligence and the Foreign Commodity Anal-
ysis Unit maintains, analyzes and Publishes world agricultural stitistics and
reports on the situation and outlook for major commodities. ERS'S Foreign
Demand and Competition Division reports their assessment of the world and
regional agricultural situation and outlook, The Administrator of FAS reports
to the Assistant Secretary for International Affairs and Commodity Programs,
while the Administrator of ERS raoorts to the Director of Agricultural Eco-
nomics. The Assistant Secretary and the Director both report to the Secretary
of Agriculture. ) . o

The mission of FAS “is to exl__pand foreign markets for U.S. farm commodities.”
In support of that mission, FAS administers commercial export, food assist-
ance, and foreign market development programs, participates in the development
of agricultural "trade policy, and collects,” analyzes, and disseminates informa-
tion on foreign agriculture. Agricultural attaches located in most major agricul-
turally important countries have, aJongi with other duties, responsibility for
reporting information of importance to local and U.S. agriculture.

Collecting Foreign Agrircultural Information
_ Reports from the attaches are the heart of USDA’S world agricultural informa-
tion system. They are scheduled, coverage specified, and reporting procedures

standardized by officials in Washington. The reports include assessments of the
overall agricultural situation and the factors influencing production, consump-
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tion, and trade such as prices, price and non-price policies and programs, and
input supply availabilities. Monthly highlight reports provide updates to previ-
ous reports. Quarterly (grains for example), semi-annual (fats and oils for exam-
ple), or annual ga%riculturaJ situation for example) reports are prepared on
various aspects of the agricultural situation and outlook. Faster means are used
toreport eventsof major significance.

The objectivity of the estimates transmitted by the attache dtaoends upon the
obj ectiveness of the estimates released by the host government and the the attache.
When governments believe it to be in their vested interest to release biased
estimates, the attaches report the “official” estimates but make their own when
they have reason to believe the estimate is biased. Sometimes attache estimates
artaeglinllased in the opposite direction, requiring consistency checks by analysts in
Washington.

The rliability of the estimates attaches transmit is a function of the methods
used to collect agricultural statistics and to assess them. The reliability of esti-
mates from national agricultural information systems varies sgmflcantl%/ from
one country to another, as previously indicated.” When the host ‘country fails to
collect or publish agricultural statistics, the attache is required to develop them.
When estimates of known reliability are available on a timely basis, the attache's
task is relatively simple-till he need Do is transmit them along with brief ex-
planatory notes. Estimates of questionable reliability must be subjected to con-
sistency criteria and modified to make them internally consistent, either by the
attache or the analytic staff in Washington. When estimates are not available,
the alternatives are to conduct a judgmental type survey or use analytic models
that have been verified by comparing model estimates with actual historic results
to develop the necessary estimates. In general, the attaches submit estimates
based upon their own and local staff's judgment, after reviewing the estimates
with others on the scene. The reliability of the estimates transmitted by the
attaches from countries who fail to provide reliable current estimates depends
heavily upon their judgment, a function of experience, interest, analytic capabil-
ity. and the importance they attach to the task of developin% estimates. These
attributes obviously vary significantly from one attache to another, but in general
are influenced by what they perceive to be their mission and the length of time
they are posted in a country. Few attaches perceive the collection of agricultural
statistics and the development of supply demand estimates to be their primary
mission; instead, just as is the case for FAS, the altache’gsﬁrlmary mission is to
expand foreign markets for U.S. farm commodities. The task of developing num-
bers and drafting reports is usually assigned to assistants or local staff, many
of whom are more familiar with the data anyw%. Attaches seldom are selected
for their analytic capability ; instead, it is their ability to represent U.S. agricul-
ture that is the guiding criteria. Relatively short tours of duty may be advisable
in the Iarger picture, but is a distinct disadvantage with respect to the develop-
ment of reliable estimates.

Timeliness of agricultural intelligence depends uPon directives from Washing-
ton, the initiative of the attache, and the abl|ltK of national systems to generate
timely information. As previously indicated, there are a number of countries
where estimates are never released in a timely manner. Most national systems
rank poorly in terms of timeliness. Attaches must submit supply-demand esti-
mates when scheduled and, therefore. frequently send “post” estimates. Attaches
cable information of significance immediately. )

The scope of the intelligence system operated by t he attaches is broad, but
adequacy is impaired by the lark of unlformlctjy of coverage, both in terms of con-
tent and geography. Various efforts are under way to improve adequacy by re-
questing attaches to give greater attention to the factors that are or will influence
supply-demand balances for agricultural products. Their discussion of the factors
that influenee production and supply tend to be more complete and frequent than
on the factors Influencing the demand for agricultural products. Analyses of these
factors by attaches or their staff are based upon extremely simple analytic tech-
niques or pure judgment, instead of formal models that generate results of known
reliability. The adequacy of the intelligence system operated by the attaches is
held below potential due to inadequate coverage of several important agricultural
countries. The most notable gap is the lack of an attache in the People's Republic
of China, but the intelligence gathering in many centrally planned economies is
weak to nonexistent,

The efficiency and effectiveness of the intelligence system operated by the at-
taches is lower than it would be if specialists in data collection and analysis with
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no other duties were located in the country and if they were part of an organiza-
tion whose sole mission was to operate a world agricultural information system.

Assessing and Disseminating |nformation

FAS'S Foreign Commodity Analysis Unit and ERS'S Foreign Demand and Com-
etition Division share the responsibility for analyzing and disseminating in-
formation on world agriculture. Both rely manly upon attache reports but obtain
intelligence from numerous other sources, including the Central Intelligence

Agency.

FA% publishes world agricultural production and trade estimates for agricul-
tural commodities, releases revised foreign estimates weekly, prepares reports on
developments of importance to world agriculture, publishes a series of circulars
that contain assessments of the current situation and near-term outlook for major
groups of commodities such as the grains or fats and oils, and maintains historic
Supply-demand estimates for selected commodities.

ERS conducts a program of research and analysis that results in reports con-
tainting assessments of the current world and regional agricultural situation and
near-term outlook, the longer range outlook for world agriculture, and the im-
plications of changes in the international monetary situation, world agriculture
and trade policies, and economic development and trade patterns. ERS also moni-
tors and publishes foreign agricultural trade statistics of the United States.

Since the basic source of data for analysis is the same for both FAS's and
ERS’s analytic units, improvements in the objectivity, reliability, timeliness, and
adequacy of the information released by them depend upon the other sources of
intelligence they draw upon, their own analytic capability, and the consistency
checks they employ prior to releasing information and reports. Estimates from
the field are subjected to consistency checks, using data from prior yearstoim-
prove reliability, and in some cases estimates are developed by the analysts using
analytic models that have generated reasonably reliable results in prior years.
For ‘example, estimtites of grain production for the Soviet Union are devéloped
by specialists in the Foreign Demand and Competition Division of the Economic
Research Service. FAS's analysts rely more upon simple consistency checks, ex-
perience, judgment, and trend analyses than upon models or sophisticated tech-
niques of analysis in checking or developing estimates. They do not conduct in-
depth analyses or issues of factors influencing supply and demand. The FAS ana-
lyst is a commodity specialist. The ERS analyst is a country specialist. ERS is
more research oriented than FAS. ERS's analysts have received deeper traininé;
in research m_ethodolo(?y and have more experience in the use of sophisticate
analytic techniques and models, They conduct the in-depth analyses of issues and
factors influencing supply and demand. ERS is the source of agricultural intelli-
gence; FAS tile source of agricultural statistics and commaodity information. In
recent months the flow of unanalxze.d data from 17 USDA'S system has increased
significantly, much more than the increase in reports containing carefully rea-
soned assessments of the current situation and outlook.

ERS'’s world and regional agricultural situation and outlook reports are ap-
proved by the Outlook and Situation Board; FAS’s reports on the world situation
and outlook for the various commodities are not, Attempts to ensure objectivity
and reliability are more evident with respect to the world agricultural informa-
tion developed and released by ERS than isthe case for the information developed
and released by FAS.

Weakness in USDA’s Systems and Means of Overcoming Them

Weaknesses Due to Poor National Systems
_ The supply-demand estimates produced by a few national agricultural informa-
tion systems lack objectivity. To prevent this problem from impairing the objec-
tivity of USDA’s system. USDA's analysts must develop a deeper capacity to
generate unbiased éstimates for the country of concern and those managing the
USDA world system must be prepared to defend the revised estimates. )
The supply-demand estimates produced by national agricultural information
systems vary greatly in reliability, timeliness, and adequacy. To prevent this
variation from keepina% the reliability, timeliness, and adequacy of USDA’s world
system below potential, there are two alternatives: provide additional technical
and financial assistance to help improve national agricultural information sys-
tems with respect to these attributes, or strengthen the analytic component of
USDA’s world system so that more reliable and timely national estimates can be
generated within the system. Both approaches must be pursued, but the former
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will take longer to accomplish than the latter. In the near-term, the @y alter-
native is to improve the analytic capability of USDA’s world system.

When countries fail to provide current supply-demand estimates, the only
alternative is for USDA'’s analysts to develop reliable estimates through the use
of analytic techniques. The longer -range solution is to encourage and assist these
countries in the development of a reliable national agricultural information
system.

Weaknesses Due to Collecting Inadequate Data

For various reasons, the reliability of the supply-demand estimates forwarded
by attaches varies significantly. In addition to the problems with natjonal_systems
previously discussed, reliability is reduced due to the low priority given the
development of estimates by some attaches, the lack of knowledgé about the
countr?/ due to frequent reposting, and inadequate training or interest in the use
of ana ¥t|c techniques. In_order to keep these problems from holding the reliabil-
ity of the system's estimates below standard, there are two broad choices: re-
place the attaches with specialists in collecting and analyzing agricultural statis-
tics, or requiring attaches to submit more precise statistics and information on
the factors that determine production, supply, consumption requirements, and
trade according to standardized formats so that the analysts in Washington can
develop more reliable estimates. The latter is the alternative being pursued and
must continue to be relied upon for the near-term. It must be pursued more
vigorously.

Weaknesses in Analytic Component

The analysts in FAS rely almost exclusively on experience, judgment, and
trend analyses in making initial forecasts of supply-demand balances for the
commodities. As we have learned in recent years, trend analyses fail to provide
reliable results. More detailed analyses of the factors that ‘determine produc-
tion and consumption are required to improve the reliability of USDA’s world
estimates.

There is a clear imbalance in USDA’'s system—more data for analysis are
being provided from the field and other sources than are being adequately anal-
¥zed. In part, this imbalance stems from insufficiently precise data; in part, due

0 aninadequate anaJ%tlc capability; and is partially a function of the orga-
nizational structure USDA uses to operate the world system. There is need for
more precise reporting from the field on the input situations and outlook, and
on the factors influencing consumption requirements. These field reports must be
standardized as the data are the raw material for analysis and reports from
USDA. Better data from the field is a necessary prerequisite to better reports
from USDA on the farm input situation and outlook and on consumption require-
ments, but unless USDA possesses a deeper analytic capabllllt?/ and uses analysts
mor e efficiently and effectively than now, better field data will be largely wasted.
The ﬁresent imbalance can only be corrected by reorganizing and by augment-
ing the analytic staff as necessary.

Weaknesses Due to Organizational Structure

The organizational structure used by USDA to operate the world agricultural
information system impedes efficiency and effectiveness. It is extremely difficult
to use analysts efficiently and effectively when the responsibility for the outputs
of a system is assigned to two completely separate agencies. )

Permitting the responsibility for the world agricultural information system
to be shared by two different agencies, one with a mission, policy, and program
responsibilities that makes it_unnecessarily difficult to ensure objectivity, weak-
ens the system appreciably. The mission of FAS is to expand foreign markets
for U.S. farm commoditieS. The mission of ERS is to develop and Carry out a
program of economic resear ch designed to provide economic intelligence for users.
FAS has responsibility for administering action programs, ERS does not. The
mission of FAS, and the vested interest that FAS thereby has in U.S. and world
estimates, makes it difficult for those in the Foreign Commodity Analysis Unit
or the attaches to maintain objectivity with respect to assessments of the world
situation and outlook. It will be essentially impossible for USDA’s world agricul-
tural information system to reach potential under the present organizational

setup.

Inp order to improve the efficiency, effectiveness, and objectivity of USDA’s
world agricultural information system, the responsibility for it must be clearly
assigned. Using these criteria, the position of Director, Agricultural Economics
isthe logical choice for the assignment. The Director would then have the overall
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responsibility for both the world and national agricultural information systems
operated by USDA ERS, the agency with responsibility for reporting on the situa-
tion and outlook for U.S. agriculture, and the Statistica Reportm&; Service
(SRS), the agency with responsibilities for collecting, processing, and publish-

ing U.S. agricultural statistics, report to the Director of Agricultural Economics.

Further, the Economic Research Service shares the responsibility for the opera-
tion of USDA’s world agricultural information system. The Director, therefore,
already has the responsibility for the national agricultural information system
and shares the responsibility for the world system. Third, the position of Direc-
tor has been filled, ever since being established, with a professional agriculturalist
of high integrity, a necessary condition for ob ectlwtﬁ/. o

There are alternative means of accomplishing the necessary reor?amzatlon.
One would be simﬁly_to transfer the Foreign Commodity Analysis Unit
FASto ERS and make it another division of that agency. Another would be
to combine the Foreign Commaodity Analysis Unit from FAS with the Foreign
Demand and Competition Division from ERS into a new agency, one with the
sole mission of Prowdlng economic intelligence on world agriculture. The third
alternative would be to combine the foreldgn commodity analysts from FAS
the U.S. commodity analysts from ERS and the foreign and national analysts
from ERS into a single economic intelligence agency with responsibility for” as-
sessing and disseminating information on world and U.S. agriculture. )

Objectivity criteria would be satisfied under either reorganization alternative.
Overal] efficiency and effectiveness would be highest under the third alternative,
next highest under the second, and lowest under the first alternative. It would
be higher, however, under the first alternative than at present, simply because
it would become possible for the first time for a single agency to plan and carry
out a coordinated program of analysis. Efficiency and effectiveness would be
higher under alternative two because the system’s operation would be directed
by more senior professionals. The third alternative promises the highest effici-
ency and effectiveness. It provides the opportunity to eliminate the duplication
associated with the operation of two systems. It is not necessary to have one group
of commodity analysts for the world and another for the U.S. The U.S. analyst
cannot perform his duties unless he takes the world situation and outlook into
account; the world analyst cannot performhis duties unless he takes the U.S.
situation and outlook into account. Efficiency and effectiveness would obviously
be improved by combining the knowledge of these analysts. _ .

_Under either reorganization alternative, the respons_lbllltx for collecting for-
eign agricultural information would have to remain with FAS’s attaches until
arrangements can be made to relieve them of the responsibility b emp_Io%/_mg and
posting specialists in the collection and analysis of agricultural statistics. But
the responsibility for the content, frequency, and format of attache reports would
have to be assigned to the agency with responsibility for operating the world
agricultural information system. As soon as feasible, a separate agency under
the Dlrlector’sdgwdance, should be created, or the responsibility for collecting,
processing, and publishing world agricultural statistics should” be assigned fo
the Statistical Reporting Service.

from -

with “

SRS is among the premier agencies in the world with responsibility for collect-

ing, processing, and reporting agricultural’ statistics. It is the world’s bést with
respect to timeliness, and among the very best with respect to statistical reliabil-
ity of the results. SRS is a professional organization whose sole mission is to
collect, process, and report agricultural statistics. They never attempt to inter-
pret the results; they do run elaborate consistency checks before the results are
released they are constantly trying to improve methodology; and the security
procedures th(a/ employ are exceptional. In short the¥ take their mission seri-
ously and constantly strive to improve the quality of the information they gen-
erate. They must be relied upon for at least advising those with responsibility
for collecting statistics to be used in USDA’s world system. .

As previoudly indicated, it is necessary to develop a deeper capability for anal-
ysis of the factors influencing world agriculture. It may be necessary to employ
additional analysts, but doing so and using them in .f|C|entLY,_the present ap-
proach toward improving the world and national agricultural information sys-
tems. is not a cost effective solution to the problem; reorganizing is. It may be
necessary to increase the number of analysts and field staff of the new or aug-
mented agency, but the potential from reorganization must be tapped first. The
need for developing, verifying, and using more sophisticated analytic techniques
is evident, but this need not increase the number of analysts. Instead. the task
is to make more effective use of the analysts and positions now available.
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Weakness in USDA's National Agricultural Information System
This report has focused on USDA’'S world agricultural information system.
There is, however, a serious flaw in the national agricultural information system
operated by USDA. The responsibility for outlook and situation reports rests
with ERS and the Outlook and Situation Board, but the authority for U.S. com-
modity supply-demand estimates is outside ERS. The reliability of the U.S. agri-
cultural information system is, as a result, seriousy impaired. U.S. supply-
demand estimates are developed by Interagbenpy Commodity Estimates Commit-
tees (ICEC) chaired by the Agricultural Stabilizatition and Conservation Service,
Members of the committees are drawn from the Economic Research Service and
the Fore&n Agricultural Service. Responsibility for foreign trade estimates rests
with the member from the Foreign Agricultural Service, the responsibility for
domestic_estimates rests with the representative from the EconomicResearch
Service. The Agricultural Stabilization and Conservation Service has the respon-
sibility for administering price support programs for farmers, and the Foreign
Agricultural Service has responsibilities for administering export expansion
programs. Bath, therefore, have a vested interest in L’. S supply -demand estimates.
USDA’s Outlook and Situation Board approves outlook and situation reports on
U.S. agriculture, but the ICEC’S supply-demand estimates are taken as given by
the Board. USDA’S supply-demand estimates for the United States have been
wide of the mark in recent years. While both domestic and foreign demand esti-
mates have been in error, the magnitude of the error in the export estimate has
been much larger, either due to changes in the basic situation, faulty analysis,
or bias. Investigations of the reasons for errors in the estimates have™ centered
upon ERS, the agency with responsibility for the estimates but without author-
ity. This flaw must be corrected. It is necessary to take program operations into
account, when developing supply-demand estimates but the responsibility for the
estimates must rest with the agency with responsibility for them. That is, the
Chairmanship of the ICEC's should be assigned the agency with responsibility
for operating the agricultural information s%/stem and the members should he
darawn from the agencies with responsibilities for programs that have an impact
on supplies or demand. o )
The creation of an economic intelligence agency, and combining commodity
analysts from FAS and ERS into one unit provides the opportunity for improv-
ing reliability of U.S. supply-demand estimates, but this major flaw in USDA’s
national agricultural information system will continue to impair reliability unless
the Chairmanship of the ICEC's is taken from ASCS.

Longer-Range Improvements That Require Cooperation

FAO has concentrated on improving the quality of agricultural statistics
through standardization of census procedures and the use of proven statistical
methodology in developing estimates from samples. FAS has not been able to
help host ‘governments improve the statistical reliability of their agricultural
statistics and estimates. The United States has an interest in relialble agricul-
tural statistics and the world agricultural information system operated by USDA
has its effectiveness reduced and costs increased by unreliable statistics and esti-
mates and the lack of data. The United States should provide financial support
to FAO'S program of improving agricultural statistics. The alternative is to
encourage the Statistical Reporting Service and the Economic Research Service
to develop an expanded technical assistance program for, respectively, the collec-
tion and analysis of agricultural statistics.

Note on Recommendations Contained in Report of the Food Advisory Committee

I am in full agreement with recommendation three, on eliminating obsolescence
in food and fiber data series. Maintaining obsolate data series is wasteful.
Analyzing obsolete data is, at best, unproductive, and is of negative benefit when
reliance on obsolescent data leads to inappropriate conclusions. For these reasons
the place to start improving the national system is by removing excess and out-
dated information prior to overloading the system with additional data.

Recommendation four, on the integration of staff and activities of the Agri-
cultural Census and the Statistical Reporting Service, has considerable merit,
but probably should be broadened to include data collection activities in addition
to the Census. The Statistical Reporting Service, _in my view, is the premier
government data collection and processing agenecy. They Obtain high marks with
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respect to reliability and the high&4 marks with respect to bliness. | am
convinced SRS could significantly reduce the time lag between collation and
release of agricultural data now being collected by the Census Bureau.

The situation with respect to the fertilized information system is an example
of how difficult simple tasks can be made. We find it far easier to obtain reliable
information on fertiliser stocks, production, supplies, prices and consumption for
India or Pakistan than we do for the United States. Obviously, | support recom-
mendation five.

For reasons given in the report, 1 am in full s_up?_ort of recommendation ten,
concerning assistance for FAO information activities, and especially recom-
mendation twelve, providing_for increased technical assistance to improve agri-
cultural information systems'in the developing countries.

APPENDIX |

AGRICULTURAL INFORMATION SYSTEM

BAsiC REQUIREMENTS AND ALTERNATE PROCEDURES

I. Land Use Pattern:
A. Area used to produce crops:
1. Cropped area.
2. ldleffallow area.
B. Area used to produce livestock.
C. Nonagricultural area.
Il. Crops. .
A. Crop Production:
1. Area planted to each crop:
a. Sample survey. . .
b. Analysis of factors influencing plantings:
i. Area available for crops.
_ii. Policies of goverments. .
iii. Price relationships between various crops and
) between inputs and outputs.
iv. Input supply availabilities.
. C. Area for harvest.
2. Yield per unit:
a. Objective yield survey.
b. Juc;?m.ental ield survey. )
c. Analysis of factors influencing yields: ) )
i. Quantities of inputs ‘applied and their relation-
B ship toyield.
_ii. Weather patterns.
3. Production estimate (area times yield).
B. Stocks: o
1. Old crop stocks at beginning of crop year:

b. Analysis of supply-demand factors.
2. 0ld crop stocksremaining at end of crop year.
C. ConsumEtlon requirements:
1. Food use: ]
a. Food consumption surveys.
b. Food processing industry surveys.
c. Analysis of factors influencing demand for food:
i. Growth in population.
_ii. Change in Income and its distribution.
iii. Change in product price and its relationship
) to prices of substitute foods. )
iv. Government policies and programs--food dis-
tribution and regulations.
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2. Feed use:
a. Feed user surveys.
b. Feed processing industry surveys.
c. Surveys of stocks. .
d. Analysis of factors influencing demand for feed:
i. Demand for animal products (population,
prices, policies, and programs).
ii. Animal units to be fed. i
iii. Price relationships between livestock product
prices and feed prices.
iv. Price relationships between feeds.
3. Industrial use:
a. Survey data. ) o )
b. Analysis of factors influencing industrial demand.
4. Seed use: )
_a. Estimate of area to be planted in subsequent year.
D. Exports or imports; ) )
1. Export availability or import requirement: )
a. Beginning stocks plus production less consumption
and ending stocksrequirement.
2. Exports or imports: )
a. World w%PIy-demand-prlce prospects for crop of con-
. cern and for substitutes.
111. Livestock: .
A. Introduction: . .
1. Number of animals by class of livestock:
a. Sample survey or census. . . .
b. Analysis of factors influencing animal population:
‘i. Government policies and programs.
i Area available for livestock. .
iii. Price relationships between various classes of
. livestock. . . .
iv. input-output price relationships and returns
) prospects.
2. Production per animal:
a. Sample survey. . o
b. Analysis of factors influencing productivity:
i. Slaughter weight and carcass yield.
ii. Feed conversion ratios,
iii. Weather patterns.
iv. Supply of feeds.
3. Production estimates:
a. Meat production (number slaughtered times carcass

yield).
b. If ilk. eggs, etc., production (production units times per
unit yield ).
B. Stocks:
1. Beginning of year:
a. Survey.

b. Analysis of supply-demand.
2. End of year:
a. Analysis of supply-demand.
b. Policy considerations.
C. Consumption requirements:
1. Food use:
a. Food consumption surveys.
b. Processing Industry data.
c. Analysis of factors influencing food use (same as
Il. C. 1. c. i-iv above).
2. Industrial use:
a. and b. (Same as Il. C. 3. a. and b. above. )
D. Exports or imports (same as Il. D. above).

Chairman HUMPHREY. Mrs. Holt, a member of the Technology

Assessment Board has a prepared statement she would like to insert.
[The statement follow:]
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STATEMENT oF HoN. MABJORIE S. HoL T, REPRESENTATIVE IN CONGRESS FROM THE
FouRTH CONGRESSIONAL DisTRICT or MARYLAND

Mr. Chairman, | appreciate the opportunity to present my views on the report
entitled “Food, Agriculture and Nutrition.” | intend to make my remarks as
concise and asgrecnse.as possble. ) o

My basic observation is that while the report contains some positive and
workable suggestions, it is very weak in other areas.

Let’s start with the positive side. o .

The recommendation on page 20 to move toward the “ moder nization, coordina-
tionoI and standardization of older food and fiber data” seems to me to be a

ood one.

J If there is anything that we have now as legislators, it istoo much information.
Reams and reams of reports come to us every day. Most of this material goes
unread and eventually is discarded. The basic problem is not having enough
information; it is havinghenough useful information. o

Therefore, | believe the present “information industry” both within and out-
side government would more fully serve itself and those it professes to assist by
beleginning to ask itself just how much of what it generates is really useful and
relevant.

| hope also that these hearings will direct more effort toward mining the
existing mountains of informational literature, rather than generating additional
volumes of what is basically irrelevant trivia that only confuses, in the words
of the report on page 14, “busy members of Congress who are not familiar with
many food, agricultural and ‘nutritional issues’. .

A second constructive idea in the repart discussed atge?ge 21 is the merger of
the Agricultural Census with the Statistical Reportin vice of USDA.

I would point out that this effort was attempted several years agﬁ by the
Administration, but it was blocked by Congress in Public Law 93-80, the Omni-
bus Farm Bill of 1973. | hope therefore that our colleagues will now take to heart
this suggestion. ) ) .

Another good idea is the suggestion on page 24 to improve our use of satellite
and other new technologies. The LACIE program promises to be very useful in
measuring crop output throughout the world and should be most beneficial to
all concerned. ) .

Now, some negative aspects of this report:

In its general thrust the report seems to concentrate on one word . . . and
that wordis“MORE.” It callsfor—

M or e expenditures on information systems;

Mor e staff in the Congress and in the Executive Branch;
Moreforeign aid; an

Mor e paperwork. )

As | mentioned earlier, | would hope we would be able to use what is alread
in the Department of Agriculture and related agencies of the Executive Brand
more efficiently rather than to go off on new tangents. The same is true of the
Congressional Committee staffs, all of which are ballooning in size already. The
last thing we need to do, it seems to me, is to expand them further. .

| also question whether OTA should get itself in the position of telling the
various committees of the Congress how to organize their internal affairs anyway.

On the foreign side of the equation the United States now pays 25 percent of
the (lost of operating the Food and Agriculture Organization of the United Na-
tions. That is one reason why | disagree with the recommendations on page 10
and page 36 for the United States to Increase its contribution to FAO which, as
everyone knows, is basically a aat[stlcs-gatherlnfl organization. | think it’s about
time some of the other 130 countries of the world contribute a little more to the
UN and its operation anyway. o

My final criticism lies with the thrust of the report which is aimed at a so-
called “ National Food Policy.” ) )

To start off, the evidence cited in the report for such an effort is at best

meager .
O% page 11 the report blandly states that the “need” was reemphasized in
hearings held by Senator McGovern’s Nutrition Committee in June 1974, )
It would be interesting to know who the witnesses were who established this
“need”, wouldn’t it? )
But regardless of who they were, | don’t believe the OTA should embrace such
a radical policy without arriving at its own independent decision. And | would
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like to state that OTA again appears to be making recommendations contrary to
its legislative authority.

| note also from a Washington Post news story that Herbert Stein, the former
chairman of the Council of Economic Advisors, pointed out last week to the
Joint Economic Committee that “National economic planning could tend to change
the operation of government and the economic system away from the interests
of efficiency and democracy.”

Stein said the bill would likely result in more inflationary policies that would
do nothing to solve the problems of unemployment and commodity shortages.

“l don't think the bill will be passed, and | suspect the sponsors don't either,”
he said. “ 1 see it more as an educational platform.” ) )

I would only add the observation that one, if not the single most important,
reason that Russia buys wheat from us is because of that nation’s dedication to
central economic planning on grain. ) ] )

I hope we don’t embrace that same economic philosophy, because if we do there
won't be anyone around from whom to buy grain.

In summary, Mr. Chairman, | urge that this report not go forward unchal-
lenged, Instead, it should be noted for its positive aspects, and then be stored in
that mountain of curious but basically irrelevant literature that already over-
whelms us all.

[The hearing was adjourned at 5 :20 p.m., to reconvene at 2:30 p.m.,
September 25, 1975.]
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THURSDAY, SEPTEMBER 25, 1975

Congress OF THE UNITED STATES,
TECHNOLOGY ASSESSMENT BOARD,

OFFICE OF TECHNOLOGY 'WREﬁﬁ\%%NDC

The Technology Assessment Board met at 2:30 p.m., pursuant to
notice, in room 324, Russell Senate office Building, Hon. Hubert H.
Humphrey (member, Technology Assessment Board) presiding.

Present: Senator Humphrey.

Staff present: Mr. Emdio Q. Daddario, director; Mr. Daniel V. De
Simone, deputy director; Mr. J. B. Cordaro, food program mana-
ger; Dr. Walter W. Wilcox, consultant; Ms. Ellen Terpstra, re-
search associate; Ms. Ann Woodbridge, administrative assistant.

Chairman HUMPHREY. Good afternoon, gentlemen.

I see we have my friend, Don Paarlberg here with us today. We are
anxious to hear from you.

Dr. Paarlberg, you know what the purpose of our hearing is, namely
to look at the system of agriculture information gathering and
analysis.

Dr. PAARLBERG. Right.

Chairman HumpHREY. We had a productive hearing yesterday and
we gained a good deal of information from our witnesses. Today, we
have a number of representatives of USDA.

Dr. Paarlberg, you are Director of Agricultural Economics. Yes-
terday one of our witnesses indicated to us that it would be most
helpful to have the entire information service of our Department of
Agriculture under the overall supervision of the Economic Research
Service of the Department of Agriculture.

You have a prepared statement which will be made part of the
record. Would you please go ahead and summarize it for us.

Dr. PaarLBERG. Well, I'll just talk to you from the statament, Sen-
ator Humphrey.

Chairman HuwmpHrey. All right.

STATEMENT OF DR. DON PAARLBERG, DIRECTOR, AGRICULTURAL
ECONOMICS, U.S. DEPARTMENT OF AGRICULTURE

Dr. PaarLBERG. First of all, I would like to introduce some of our
men from the Economic Research service wno are here; John Stovall
and Gaylord Worden, and Bill Gusser, and Dave Hume will introduce
some of his people when you hear from him.

Chairman HUMPHREY. Fine.

(101)



102

Dr. PAARLBERG. In my statement, Senator Humphrey, I am com-
menting on a number of the major recommendations in the study.

Chairman HUMPHREY. Yes; this is the draft proposal that we have.

Dr. PaArRLBERG. Quite so. And I will comment just very briefly and
then follow whatever particular interest you may have.

Chairman HUMPHREY. Fine.

Dr. PAARBERG. Now, the first two recommendations in this draft
report have to do with providing better analytical capability for the
Congress with regard to information and statistical services, and we
support the idea, of course. The analytical capability of the Congress
should be enhanced and we will work with the congress in any effort
directed to that end.

The second major topic in the report has to do with the problem
of obsolete data series; and the point made there is well taken. Agri-
culture changes rapidly and it is important to keep our statistical series
updated, and some of them are frankly a bit out of date.

We have had the review committees come in and work with us on
this from the American Agricultural Economic Association, and the
American Statistical Association. We have reviewed several of our
specific series, particularly the farm income series. We are updating
the definition of a farm which | think will bring us more current
with regard to the present nature of the farm. We have worked with
the Bureau of Census on that.

The third, major topic, Senator Humphrey, has to do with the time-
liness and the reliability of data, and in this recommendation the
question is raised regarding the agricultural census.

Chairman HumpHREY. Yes.

Dr. PaAARLBERG. Including the possible transfer of that function
from the Bureau of Census to the statistical reporting service. Now,
we consider the agricultural census enormously important, and we
frankly feel that it has not been given the importance that it deserves
in the Bureau of Census, and there has been much delay in coming out
with the data.

Chairman HUMPHREY. Do you work on the questions for the agri-
cultural census ?

Dr. PAArRLBERG. Yes; we do.

Chairman HuwmpHREY. In other words, you have professional in- --
put with the Census Bureau?

Dr. PAARLBERG. Yes; we do.

Chairman HUMPHREY. As you know, we receive a number of com-
plaints from farmers out home on this. They're concerned about this
probing into their private affairs, because you ask questions as to the
size of the farm, the value, and all that sort, of thing. In fact, this was
a topic of considerable discussion in our legislature in the State of
Minnesota, and | believe they passed some resolution concerning it.
I’'m not positive, 1 know there was a resolution to call upon the Cen-
sus Bureau to do away with that kind of question. But you look upon
it as a vital part of the economic and social data that you need?

Dr. PAARLBERG. Yes, we do. We think that it could be improved and
could be made more timely, and the questionnaires could be made
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more brief if they were targeted at the particular groups that must
respond. We think it would be possible to update the techniques and
use a probability sampling technique.

We are not ambitious to take over that service. If the Census could
be given greater importance, and brought out more quickly, we would
be very happy to see it stay where it is. But if it is not being afforded
the importance it deserves, then frankly we would look with favor
on seeing that it was afforded that importance.

Chairman HumpHRREY. When you say the importance, are you speak-
ing about the timeliness of it?

Dr. PaarRLBERG. No, the time for processing.

Chairman HumpPHREY. You mean it needs to be processed more
quickly ?

Dr. PAARLBERG. Right.

chairman HumpHREY. This is something we might want to write
to the Department of Commerce about. | would suggest we at least
inquire of the Department of Commerce whether or not they would
be willing to give it a higher priority.

Dr. PAARLBERG. On the recommendation in the report with regard
to their information on fertilizer—this is a very important question,
of course, and we have tried to improve our work in this area. There
is an interagency fertilizer task force recently constituted, and they
are focusing more attention on the subject. We work with TVA and
the FAO, and we think we have improved our work in this area.

The Statistical Policy Division of the OMB is working to bring
about a better coordination in that area. We think we're making prog-
ress in that area.

My final comments are on recommendations 10, 11, and 12 of the
report. These refer to ways of making basic, long-term improvements
in the foreign agriculture information system, and we are in accord
with all three of these recommendations.

Chairman HUMPHREY. Are you aware that in the Foreign Assistance
Act we have some provisions for the International Fertilizer C’enter
and in Huntsville. and the TVA area ?

Dr. PAARLBERG. I'm generally aware of that, yes.

Chairman HUMPHREY. We have made a recommendation of authori-
zation of funds for our contribution to the International Fertilizer
Center. Senator Sparkman has taken a great interest in that.

Dr. PAARLBERG. Well. we are in accord with your recommendation
there regarding improving our foreign agriculture information sys-
tems as a matter of importance to both Dave Hume, who is Adminis-
trator of the Foreign Agricultural Serveice, and Quentin West, of the
Economic Research Service, and Administrator of that agency, who
has responsibilitv for much of the analysis in that area.

And there I'll stop, and perhaps you'll want to hear from these
other gentlemen.

Chairman HUMPHREY. Yes; I still want, to ask all of you some ques-
tions, and maybe we should just go down the line first. How shall we
proceed?

Dr. WEST. Have has a time problem.

Chairman HUMPHREY. Dave, would you like to go ahead ?
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STATEMENT OF DAVID L. HUME, ADMINISTRATOR, FOREIGN
AGRICULTURAL SERVICE, U.S. DEPARTMENT OF AGRICULTURE

Mr. Hume. Thank you very much, Mr. Chairman. | would mention
also that | appreciate the opportunity to be here at the hearing before
you and to m&ke comments.

I think you do have my statement which is intended to be responsive
to the many questions in the draft report itself. I would like to just
go through this quickly, and point out the areas that should be brought
to our attention.

Now, as you know, 3 or 4 years ago statistics in agriculture from
overseas were not nearly as important as they are today. Agriculture
has been more and more dependent upon agriculture exports and we
are quite aware of the upgrading of intelligence gathering, and
analysis, and putting that information in the form which it can be
understood and the speedy diffusion of it among the people who are
interested in it. This is highly important, and it will become increas-
ingly important as we go on.

Now, before I make my brief remarks here 1 would like to intro-
duce my colleagues; Mr. William Horbaly, who is Assistant Adminis-
trator for Agricultural atacres, and he supervises that area; with
him also is Mr. Philip Mackie, who is the Deputy Assistant Adminis-
trator of our Foreign Commodity Analysis; and Mr. Clark Ison, who
is from the large area crop inventory experiment project and has a
wide crop estimating experience, and that is the activity in which
remote sensing was based.

Chairman HumPHREY. Yes.

Mr. Husie. It is usually referred to as LACIE. And Mr. Ison is
here to answer any questions that you should have on that.

Now, I'd like to a dress myself to three areas.

About 2 years ago the Foreign Agricultural Service was reorga-
nized and one of the principal reasons it was reorganized was to try
to upgrade the intelligence and the reporting and information func-
tions.

To understand what we did let me describe the Commodity Division
within FAS as part of the reorganization. The earlier division had
two responsibilities. It had a Foreign Marketing Branch, it had a
Foreign Commodit,Analysis Branch, and it had a Foreign Competi-
tion Branch. Marketing was the area that was somewhat competitive
with the other side, so what we did was split off the marketing and
put a specialized line of supervision and delegation to the marketing
side, and at the same time we had left the intelligence side or the
analysis side also with a specialized line, so we have upgraded speciali-
zation as far as analysis of commodities is concerned within the For-
eign Agricultural Service.

This, we believe, has enabled us, and will continue to enable us to
build up quality as well as quantity and timely dissemination of infor-
mation in these areas.

Now, you might ask what we are trying to do. Now, Mr. Chairman,
I am a layman, and | have set a rule. | have to understand what they
are doing. If I can understand what they are doing, then probably
evreybody else can.

Chairman HuwmpHrey. | work on that basis too.
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Mr. HUME. There are two major areas that we are giving emphasis
to, and I would call it first the return of fundamentals. We are gather-
ing information on a country-by-country basis, and on a commodity-
by-commodity basis under a supply-utilization format. In addition,
we are adding outlook and forecasting information.

Now, it seems to me that if we can determine what supply is and
those things that go with it, such as production, and consumption,
carryover, export, and so on, for each country, for each commaodity, we
will eventually be able to come forward with information which we
don't, have now or which will be vastly improved and we are working
in that direction.

For example, Dr. Meeker has told me this morning that in pro-
graming the computer, and they are focusing on this, almost three-
guarters of a million separate pieces of information for dairy and
poultry production in selected countries went into that computer to
provide the 10-year history base against which the future operations
will take place.

So this has all been done within the last year and a half. In addi-
f ion, the other major approach that we are making is we are in the
process of developing what we call a world trade system, and this
simply will put in the computer export-import information by coun-
try source. In other words, if we ask ourselves, take Germany, Japan,
or any country, what kind of commodities are they receiving, and
where are they receiving them from, and in what quantities. Now,
in our opinion if you can fine tune this supply-utilization format with
forecasting of production, if we can develop this world trade system,
and we think we can, particularly in FAS, we will be able to give the
agricultural community and others in this country information that
they haven’t had and that is almost the ultimate at this stage in the
Foreign Agricultural Service.

I mentioned timeliness, and this is one of the problems that we have,
to get information out, and to be sure that it gets into the hands of
people that need it. We are conscious of the fact that we first represent
farmers, and one of our missions is to get information into the hands
of farmers on a timely basis and in the quantity that's needed so that
they know as much about the market as some ¢ the people in this city
do, whether the-y are big or small, or in New York or here, and this
is a difficult job, and we have started several new reports.

One is the weekly one, and this came about as a result of discus-
sions with Senator Bellmen, in which we are putting out a press re-
lease updating pertinent foreign information.

Chairman HUMPpPHREY. Yes; | recall one discussion that we had here
on that.

Mr. HumEe. And this seems to be a very popular thing, Senator
Humphrey, and we are picking up the multiplier effect of this infor-
mation, and it has been gratifying to us.

We have established a world grain situation report which we put
out frequently during the growing season, and it has been very popular.
Here again, we are conscious of the fact that we need to be more timely
in gathering and publishing information. This world grain report has
been well received. | think Mr. Bell may have mentioned yesterday
that we established within the Department two specially identified
groups, one which monitors the general situation as best it can; and
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another one which does the same thing in the Soviet Union, This is
the kind of thing that we are doing now. There is a great challenge
in the foreign field in gathering information. R ‘

I served in England for 4 years, and if there’s any easy place to
ather agricultural information it’s in Enoland. If I took the issnances

gather agricultural information it’s in England. If I took the issuances

of the Ministry of Agriculture, Food, and Forestry of that country,
and if I read tie Financial Times, if I read the Economist, and if I
read perhaps the business section of the Times, and had a few discus-
sions with some key information people, I knew pretty well what was
going on in England.

Now, in contrast to that, I don’t have to mention the People’s Re-

3 1 3 3 1 347, 4+ Yezm Ao
public of China and the Soviet Union are completely different kinds

of challenges, and if you take it country-by-country all around the
world, you will run up against a much more complicated job, but
nonetheless we are tackling it, and we are going to do the best we
can, and we recognize that something is needed by the agricultural
community, and that's something for which we have accepted the
challenge, and we think we are on our way.

Thank you.

Chairman Humenrey. Thank you very much.

You may recall that Senator Bellmon and I worked with you to
get an additional attaché in Moscow, and I have introduced a proposal
in the Senate for an attaché in the People’s Republic of China. I see
according to your testimony that our representative there, Ambassa-
dor Bush, is working on that matter, and hopefully the Department
of State is giving priority consideration to this.

By the way, I intend to talk with Dr. Kissinger about giving extra
emphasis to this, because the People’s Republic of China is such a
large component of any agriculture information service. Either in
terms of a gap, or.in terms of an input, we need that information.

You mentioned we have placed one attaché in Vienna, who addi-
tionally has responsibility for Hungary and Czechoslovakia. Another
attaché in Yugoslavia also has responsibility for Romania. Wouldn't
it be wiser or desirable to have one per country?

Mr. Hume. Well, I'd say they were at ?e;ast two things, Senator
Humphrey, I think there are sitnations where there wouldn’t be enough
work in certain countries, in small countries. :

Chairman HuMrnrey. Oh, yes, I recognize that. You may have to
regionalize some of that. :

Mr. Hoae, It’s simply a matter of authorized ceilings as to the
number of personnel we are authorized to hire, and certain amounts
of money. If we were without a ceiling, and had no problem with
money, why we could do that. Incidentally, we are very much aware
of your support in trying to get an agricultural officer to the People’s
Republic of China and we hope to name one within a month or so.

Chairman HumrHREY. That would be great. »

Mr. Hume. The State Department is coming through and also we
are quite aware of the support that you gave in placing an additional

man in the Soviet Union, and I think this was a constructive thing

for American agriculture.
Chairman Houmpurey. Well, Senator Bellmon and I might want
to come to you and talk about whether or not these ceilings have to be
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adjusted, and wheher or not additional funding should be made
available.

This is not, a very politically sexy subject, as you know. This is sort
of the Lord's work that you're doing here, and nobody really gets
excited about it,

Mr. Hume. We”re already doing a lot of thinking on that line.
Thank you.

Chairman HumPHREY. David. do you have to leave urgently? If
you do | have two or three additional questions that I'd like to ask

ou.
Y Mr. Hume. Not until 3 :30.

Chirman Huwmpnrey. All right. We'll get Quentin in here first then.
Dr. West ?

STATEMENT OF DR. QUENTIN M. WEST, ADMINISTRATOR, ECO-
NOMIC RESEARCH SERVICE, U.S. DEPARTMENT OF AGRICULTURE

Dr. west. Thank you, Senator. It is a pleasure to be back, to talk
with -you. The Economic Research Service is charged with supplying
analytical information on the whole agricultural system. We work
closely with FAS in putting together that informtion on the foreign
side which impacts on not only our domestic system, but our whole
foreign policy. So we have quite a wide charge As the new Admin-
istratator in 1972. | felt that we needed to take a fundamental look at
our research, and how we were organizing it to bring ERS up to the
Jevel of performance we thought was needed. Two of, our divisions
had existed since ERS was organized, and another one had existed
since the thirties without too much change in the basic program. One
problem was that our coverage of the commodities was divided into
two different research divisions and one more division for the situa-
tion and outlook for the markets. So we brought in some people from
the Departments, other Governrment agencies, and from t e universi-
ties, to look at what was ERS' role and how we were organized to carry
it out.

Unfortunately that should have been done earlier because about
the same time it began in 1972, some tremendous changes in agricul-
ture and the economy broke upon us. The way we were set up and the
flow of data that we had w-as satisfactory back in the 1920's and up
through the 1960’s. As you know, if you look at the chart of com-
modity prices and their variation, they go along fairly steady all dur-
ing those decades, and suddenly in the seventies they become very
volatile.

Chairnmn Humphrey. Yes.

Dr. wesr. So the way we were organized and the procedures which
we used were acceptable during the earlier time period. But, they just
did not serve as well when we got into the seventies when our tre-
mendous surplus, which had insulated us from the world conditions
had disappeared.

For example, we had been estimating farmers’ seasonal pattern of
selling their products on what they sold on the average for each
month of the 3 preceding years. That was the information we had for
making estimates of farm income. And for previous decades that
worked quite well, because they had maintained similar patterns.
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But as you know very well, the farmers don't follow the same mar-
keting patterns that they did some years ago because prices are so
much more volatile today.

Chairman Humphrey. Yes.

Dr. West. But we did get major changes in ERS underway early
in 1973, with emphasis on refocusing of our research priorities. We
also combined our outlook and situation work with the research func-
tion, and greatly strenghened this work by shifting some $600,000 and
19 people internally.  We also asked Congress for some additional
money, and we were given a half-million dollars to further improve .
our work in outlook and short-term forecasting. So we have sub-
stantially strengthened this work.

Not only have we put more people there, but we've changed our
analytical approach. We have instigated what we call a quarterly mem-
orandum that we use each quarter to run through the whole agricul-
tural situation, what we think is going to happen in the area of pro-
duction and how that relates with exports, or what the carryover will
be of commodities and how that impacts on farm prices, and there-
fore on the farm income, and also how it impacts on food prices. It
is quite a complex system.

I n addition we look at the following crop year with what we call a
contingency analysis In it we say, what happens if the weather is
good, or if it's bad or what happens if economic conditions are bad, or
other alternative assumptions.. We get several contingencies, and we
look at them, and say what will be the impact on the food and agri-
cultural system if these things happen.

We also meet quarterly with representatives from the Council of
Economic Advisers, the Federal Reserve System, the Library of Con-
gress, the Treasury, and OMB, to go over these analyses, We inform
them of the way we see the outlook and also get their feedback on it—
and how they see the impacts. A lot of this goes beyond the agricul-
tural part of the economy.

Chairman HumprHREY. How often do you do that, Dr. West?

Dr. West. Every quarter.

Chairman Humphrey. After you have gone though that exercise
in the execuive branch of Government and the Library of Congress,
would You be willing to do a similar exercise for the Joint Economic

Committee!

Dr. West. We certainly would.

Chairman HuwmpHREY. | think that committee has been derelict and
negligent over the years on agricultural economics, which is so vital .
to the economy. I'm going to make note of this. When do you do your
next briefing.

Dr. West. In the middle of October.

Chairman HumpHrey. I'll keep that in mind since we're trying to
get a better picture of the economic developments.

Excuse me for interrupting, go ahead, sir.

Dr. WEsT. Let me mention again, just for the sake of information,
that we are looking very carefully at our whole methodology. Now
I think we have not had a bad record in our forecasting. But, we ran
into so many forces in 1973 which—

Chairman HumpHREY. A combination of events, yes.

Dr. Wm. Thus, we were low in our estimates of farm prices and
the food price increase. Actually though as we look at forecasting we
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do not expect to hit it on the nose. In fact, if forecasts are unfavorable
for example, then either the farmers or the administration ought to
do something about the situation through policy changes or program
changes and so on, and therefore invalidate the forecasts.

But the thing we were not doing was to document what assump-
tions we used and to trace the course of events that canned our major
assumptions and thus our forecasts to change. We have now set up a
group to follow that through and to track and improve our forecasts
and our methodology. This work is really moving forward.

Also as part of this effort we are trying to handle the large volumes
of data more rapidly. It used to be that we only ran through this
analysis once a year, but now we are doing it quarter. We intend
within 6 months to be able to run through this month y so that wc
do not have to wait for new quarterly analyses.

‘To do that, we have centralized our data system at the agency level
and we have placed a high priority on improving the data flow. We
first worked on our analytical capability and set up our structure and
our methodology for improving our analysis.and then the second
priority was put on our data flow. It really amazed me when | took
over the agency that with our responsibility to provide data to the
whole agricultural economic community, we had never had our own
survey data to provide our kind of needs. We had always relied on
others in piecemeal fashion.

Chairman HumPHREY. Yes.

Dr. WEsT. We had a couple questions on an SRS survey, we got
Census to add a couple of questions, and we had a little information
from the Internal Revenue and so on. So our first priority on this was
to put together some resources that ERS and SRS had and request
some additional resources which Congress is in the process of approv-
ing. We will start this year with an annual economic survey of farm-
ing that will give us a flow of needed information.

Also we do not want to limit this to just farming, because a real
impact on this farming can come from the farm input sector such as
for fertilizer use. And we need to know more about what goes on beyond
farming in terms of processing, and distribution, and also in retail.

Chairman HumpHREY. Yes.

Dr. WEesT. For a long time, of course, the public and Congress have
had a concern about where the consumer dollar is going, and how much
of it is going to the farmer. We have programs to estimate this that
have existed for a long time, but we need a lot more information on
just what happens on the structure and the costs in the input industries
and in the processing and distribution industries. So we asked for some
additional resources this year and this request has been approved by
both Houses of Congress. We expect to get underway in this new pro-
gram very soon. These are the principal places we started on our flow-
of-data needs.

To put out this information on a more timely basis we reviewed our
whole flow of outlook and situation reports. There are many of these,
the wheat situation, the livestock and meat situation, and so on.

Chairman Huwmphrey. Oh, Yes.

Dr. WesT. As a result we have started publishing the Agricnltural
Ontlook. This is a monthly publication in which we try to synthesize
all the information, and try to bring it up to date each month.

8
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Chairman HuwmpHrey-. Does every Member of Congress get one of
these ? , -

Dr. WEST. Yes.

Dr. PaarLBerc. | am sure we have provided them to the House and
Senate Agriculture Committees.

Chairman HumpPHREY. | want to make sure that they do.

Dr. WesT. We had quite a nice letter from Mark Andrews on this
new monthly publication.

Chairman HumpHREY. | talked to Mark on the plane going back to
Minnesta and North Dakota about this. 1've heard it’'s an excellent
publication that summarizes the most important information of the
month.

Dr. WEsT. That's right. After our next quarter] in-house analysis,
we will summarize it in the Agricultural Outlook. We have not re-
leased to the public previously this analysis. It has been internal. The
“Agricultural Outlook"” will include the essence of our quarterly re-
view. And as | say. hopefully within 6 months we will be in a situation
where we can run this analysis through once a month. So each month we
can update our evaluation of the production, the supply, and the ex-
ports, and the impact on the prices, on income, and so on.

Chairman HumPHREY. | suggest most respectfully that you send
a copy of this to every Member of Congress.

Dr. West. Very well.

Chairman HuwmPpPHREY. It's only 535 copies, and I think it would do a
lot of good.

Dr. WEesT. Right.

Chairman HumpPHREY. Around here you have to be sort of a general
practitioner with the appetite of a centipede to be able to live.

Dr. WEesT. Well, another publication is ‘agriculture Supply and
Demand Estimates:" which is put out monthly, following the crop re-
portsthat come out, from SRS. We run through an analysis in coopera-
tion with analysts from ASCS, FAS, and others on the Interagency
Commodity Committees. We sit down and run through this analysis
of what they. see in the new crop report, what this means in terms of
production, and what adjustment might be made in exports and carry-
over. and so on. This has been, | think, a very valuable Instrument.

Chairman HuwmpHrey. Sort of an analysis of the crop report, and
what its meaning is in reference to the total supply situation?

Dr. WEsT. Yes. We do this right after the crop production and grain
stocks reports come out, and planting intentions reports. It's really a
quantification of all the different things.

Chairman HumpHREY. Oh, yes. it has beginning stocks, That's the -
kind of thing that Dave was talking about. Does anyone from the
newspapers ever get these?

Dr. WEesT. Oh, yes. There are lots of them.

Chairmnn Humphrey. Well. why don’t they use some of that ?

Dr. PaarLRERG. Weéll, they do increasingly now.

Chairman HumpHREY. Are they using more of it ?

Dr. PAARLbERG. Yes.

Chairman HumpPHREY. There is so much misinformation when | go
home to our great agricultural State, and for example, speak to the
chamber of commerce of a town. They have been reading, and listen-
ing to radio and TV, and it seems the local paper gets so much mis-
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information. Maybe it is because they don't understand it. This is a
complex matter.

Dr. West. We also put together in name form all of the informa-
tion that flows to us weekly. I think that comes up to you. If not we
could provide that to you.

Dave is doing something similar on the foreign side, and we try to
combine some of that, with what's happening on the domestic side.
This weekly - highlights memo includes reports that come out during
tile week that relate to the outlook situation, even the weather for
example.

Chairman Huwmphrey. Yes.

Dr. WEsT. As we look ahead, some of our questions right now are
to review our data series. Don mention@ that we have had this group
in, including people from the universities, and the American Agricul-
ture Economic Association to kind of coordinate this review with us.

Jim Hildreth was chairman of one group, and he had someone from
Commerce who looked at our farm income statistics and came up with
some recommendations on how we might improve not only the data
that we use to do this, but also some of our concepts. This is important
because some of these concepts are reaching back to the small farms,
which are much different from the typical farm situations. This is a
copy of that task force report.

Chairman Humphrey. Thank you.

Dr. West. We have one currently underway under the leadership
of George Brandow looking at the farm retail price spread data.

Chairman HuwmpHrey. Yes; we've had George doing a study for us
in the Joint Economic Committee as well.

Dr. PaArIBerG. Yes.

Chairman HumpHREY. We are are to publish that study when it
is completed. That doesn’t interfere with anything he's doing for you?

Dr. PAARLBERG. No.

Chairman HumPpHREY. No ?

Dr. WEesT. In fact, we think we will do this type of review at least
once a year, and take a look at some of these areas to make sure that
they are relevant for the present situation in agriculture.

We need to pursue our data and needs in our long-term plans. We need
to look at the consumer, for example, through a consumer panel to get
the data and information on What happens in what people buy, and
as this is reflected by prices and by income, or different goups, and
so on. Also On how consumers shift from one commodity to another as
price changes. because we need to update some of our demand estimates
and what causes shifts in demands.

In the long term we are looking for an improved data base for all
of our research programs and we feel a need to put proper emphasis on
this. For example. | already mentioned the structnre and performance
of input industries and food processing and distribution. We have
money for starting a first step in this. and if that's successful we'd like
to move on to get more data in this area.

Also we need to get some more data on land use, land and water use,
and changes in the cost of improving our lands so that we can get a
better estimate of what our capacity is to produce for future demands.

I mention other things in my statement, but | think these are most
important.
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Chairman Humphrey. We will include your complete prepared
statement in the record.

I hava few general questions, end David, since” you're going to
have to get away. I'll ask you first.

Why are world agriculture production and estimates not sub-
jected to broad review similar the crop reporting board review
in the Statistical Reporting Service, and the Outlook Situation Board
in the Economic Research Service?

Why don't you give the world agriculture production and trade esti-
mates the same kind of review?

Mr. Hume. Well, they do get a broad review. It's not a situation -
outlook board.

Chairman HumpPHREY. Do you participate in that ?

Dr. West. Yes.

Mr. Hume And there is an interagency group that does review these. *
I don't think there would be any objection to what we have. | think it
raised some questions as to time, an the situation rewiew takes a little
time, and once in a while we feel that we ‘are—accomplishing the same
thing under our system as it exists, but it does take time to improve
that.

Chairman HumpHRrey. We've had some suggestions to create a World
Crop Reporting Board within USDA that would review all sources
of country production information—attaché reports, foreign release
statistics, weather yield analysis, other data, from all departments of
the Government on a timely basis. This Board would produce a fore-
cast or estimate that would be acknowledged within the Government;
that is, with all our department USDA, State, et cetera, as the best
number. Thus we would eliminate duplicate numbers floating within
the Government.

What's your view on that?

Mr. Hume. Well, 1 will give you my view, and then I will ask Dr.
Paarlberg to comment on that. But my view is that this would inevita-
bly slow up the providing of this information. If I understand what
you am talking about, it would bean interagency or an interdepart-
mental type of board.

Chairman HumpHrey. Right.

Mr. Hume. And you would raise a committee and I'm sure that there
would be differences of views, there would be headaches with language,
and they would be arguing over semantics, and tins is a very big order
to take in the whole world.

I would think that-maybe-1 would just say that there would be
too much bureaucracy in that to make it practical. | can see the idea.
and | would support the idea if it could be organized and operated
with the assurance that it would do so on a timely basis. | wouldn’'t
object to the idea, but I don’t see the operation being practical.

Chairman Humenxrey. You feel the factor of delay here is vital and
important here?

Mr. Hume. Well, to put it bluntly, Senator, I think I would compare
this with trying to get a State Department clearance to clear some of
our agricultural cables. We sometimes take a month to do that, and
only a few words are involved. Now, if | understand it correctly, this
kind of clearance would be much more complex than even that. So |
would have to ask first, what are you going to get out of this kind of
an operation that you don't have now.
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Chairman HumpHREY. The only thing you'd get out of it is an agree-
ment upon the statistics and  figures and analysis of projections.

Mr, Hume. Maybe we could publish it and let this take place in
retrospect. They either confirm it or they correct it.

Chairman Humphrey. | tell you what I'd like to do. | just wanted
to raise these questions because no one knows more about these things
than you men.

Mr. Hume. We appreciate that.

Chairman HumpPHREY. You might want to take a look at that.

Mr. Hume. All right.

Chairman HumrHrey-. Our aim is to get an idea of the ‘big picture
in a timely fashion.

Dr. WEsT. Could I respond to that ? We do this on an informal basis.
I am sure that CIA doesn’t come out with a review, and we do discuss
this, but there is no attempt to force the position.

Chairman Humphrey. To formalize it ?

Dr. wesr. well, to reconcile the figures. For example, we have not
been in agreement! all this year on U.S.S.R. and for a long time they
held out for a much higher level. For U.S.S.R. grain production this
year they were holding at 210 million metric tons and we had the esti-
mate clown to 180, and they suddenly dropped to-well, first 165 and
then 170. and they arc still at 170 while we're at 175. So the point you
made is important. For this whole season we have not seen eye to eye
on just how we've interpreted conditions in the U. S. S. R., but we do
know what each other is doing.

Chairman HuwmpHREY. | understand that. I'm not suggesting this all
be clone by one agency. It's just like the intelligence services of the
Government.

Dr. WEsT. Right.

Chairman HuwmprHREY. | don't like to have all of it concentrated in
one hand. | think it's important to get different people looking at the
same. situation. They have different perceptions and estimates.

Dr. West. See, we feel that in agriculture with our extensive attaché
system, we have people out there who know the countries, and thus we
have the best system in agriculture.

Chairman HumpHREY. Right.

Dr. West. Now to set up something, for example, that would have
to be approved by the State Department and approved by CIA, before
we could get any information would get us into a very difficult
situation.

Chairnmn Humphrey. I'm afraid you're right.

Dr. PAARLRERG. If we had to all agree it would be less efficient.

Chairman Humphrey. | see.

Dr. WEsT. If we could analyze the reasons why there is a little differ-
ent interpretation on the situation, it might be more clear to people like
you as to why, for example, CIA held at 210 for sometime, and then
dropped down to 170. or why we are still differing. of course, we aren’t
estimating that close anyway, but-

Chairman Humphrey. Yes; that was a considerable variance

Dr. WEsT. That was a variance which has impacted on our policy.

Chairman Humphrey. Indeed. The CIA indicates that major com-
munication barriers within USDA have been somewhat overcome
since 1973, but some barriers they say remain-namely economic and
food intelligence information. This only reaches top level USDA deci-
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sionmakers. The information that passes to the working level is well
filtered. Not all senior analysts in the Economic Research Service are
cleared to receive it, is that correct?

Dr. WesT. Well, on the foreign side, all of them are cleared to receive
it. Not all of them on the domestic side are.

Chairman Humphrey. Likewise, what flows to Congress undergoes
more interpretation from USDA. There are two lines that we might
pursue here. one is to explore with USDA, the accuracy of CIA re-
ports regarding the kind of information received from the CIA, the
frequency, the quality, the flow; and second, explore how the Congress .
can obtain access to this intelligence data on a regular basis. )

What we're really talking about here is the fact that the CIA is
obtaining worldwide information through various means, which may
or may not be as accurate as the Foreign Agricultural Service attache
system. | think the use of electronics has limitations in providing this
information.

Dr. WEesT. Our relationship with CIA is quite close, and in normal
analyses we have no problem in talking to their people and getting
information. There have been certain times when there has been sort of
a clamp put on things. The working relationship is very good at sev-
eral levels. It's only sometimes when they learn things only at the top
level and they come out saving this is sensitive.

Chairman HuwmpHrReEY. What concerns us is not only assuring that
the government has the most accurate information as possible, but
timely market information. This means so much to our farm pro-
ducers, since our farm people today are capable of holding the crop for
a period of time in order to wait for better marketing conditions.

I’'m essentially concerned about the producer in this area. | talk to
many of our young farmers out home and they are well educated
and really want accurate and timely data. The-y are not interested in
reading last week’s St. Paul Pioneer Press, | predict that within 10
years we will have computer printout services providing this in-
formation to many farm homes.

Dr. Wesr. Thisis one thing that | had in my statement that | didn’t
mention. We have set up an arrangement with the extension service
that provides our current information as soon as it's released. We put
it on the computer and the outlook extension people can take that off
immediately by tapping into the computer. So they don't have to wait
for the mail service to get it.

Chairman HumpHREY. Great.

Dr. WesT. And as you say, | think a lot of farmers will move in timt .
area, and there’s no reason why they couldn't tap into this very same
information.

Chairman Humphrey. It's vital to the credit system too. The banks
make loans on projections as well as on reality. Don, you and | should
turn the clock back about 20 years and we'd have a great time.

Dr. PAARLBERG. | think we've got that much time left.

Cairman HumPHREY. | think we have too. We could get these kids
all shaped up.

Dr. PAARLBERG. Right.

Dr. WEesT. With the kind of price fluctuations we've been getting, a
person if he sells right, can make as much as a year’s crop, if he just
sells at the right time.
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Chairman HuwmpHREY. David, I'll send you any other questions.

Mr. HumE. May | express my appreciation for your time.

Chairman HuwmpHrey. It's good to have you here.

Mr. HumMmE. It's nice to be here. Thank you.

Chairman HuwmpHREY. Dr. West. I'd like to ask you a few questions.

How is the responsibility for estimates of export demand divided
between ERS and FAS commodity analysts

Dr. WEST. We work with them and they have the final responsibility.
We have an interagency commodity committee and we provide a lot
of information and analysis, and we discuss this, but they have the
final authority.

Dr. PAARLBERG. We take their inputs and perhaps have some in-
fluence or carry some weight.

Dr. WEsT. We do, there’'s no quest ion about that.

Chairman HumpHREY. Do you have any plans for issuing monthly
digests of world agriculture for general distribution?

Dr. WEsT. We have a regular section on world agriculture in
agricultural outlook, But also this past year we have moved from
putting out the more comprehensive world agriculture situations once
a year to three times a year.

Chairman HUwmpHREY. That is very, very helpful.

Dr. WEsT. Also four times a year we're putting out in conjunction
with FAS an outlook for U.S. agricultural exports.

Chairman HuwmpHREY. Do FAS and ERS worth together on this
world agricultural outlook ?

Dr. WesT. We work very closely with them, but we do have the
responsibility for, the world agricultural outlook.

Chairman HumPHREY. You have prime responsibility ?

Dr. WEsT. Right; on this outlook for U.S. agricultural exports, we
work in conjunction with them,

Chairman HuwmpHRrEY. Is it correct that only the fibers and tobacco
analysts have clearance to receive classified information?

Dr. WEsT. That could be true, for our domestic. analysts but I am
not sure on that.

Chairman Huwmphrey. | think 1 know why, but go ahead.

Dr. WEsT. In our foreign area. we just haven't had enough resources
to cover all the commodities.

Chairman HUwmpHREY. And my friends from the South have very
powerful positions on the, Committee on Agriculture and they do see
that cotton and tobacco are taken care of.

Dr. WEsT. Our domestic commodity analysts do more of the analysis
on tobacco and on cotton across the board including the foreign areas,
so there's more reason for them to have a clearance. We have quite a
group o,the grains and the livestock products in our foreign demand
and competition division. so there is less need for our domestic
analysts in the commodity economics division to be cleared. However,
I am quite sure that the program leader, Jim Naive,is cleared. Do
you know. Mr. Gasser ?

Mr. GASSER. | think that's right.

Chairman HUMPHREY. | think you should find out why there aren’t-
clearances at more levels. There’'s no reason for this.

Mr. GASSER. From the foreign division we do have all Our analysts
who are cleared for at least confidential and all the program leaders
are, cleared for secret and higher.
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Chairman HuwmpHREY. That’s in the foreign area?

Mr. Gasser. That's right, in the foreign demand and commodity
division.

Dr. WesT. This now runs up to about $1,000 to clear someone for
secret. If they don’t need that clearance then that's money you save.

Chairman HuwmpHREY. | agree. But | think the question for you,
Dr. West, is to determine if more people could benefit by having this
clearance.

Dr. WesT. We'd be very glad to have more of them cleared,

Chairman HumpHREY. | want to emphasize that you know whether -
or not your work is in any way limited by this restriction..

Dr. WEST. It has not come to my attention that there is any prob-
lem in lack of clearances, because we do have the authority to clear
who we want to. *

Chairman HumpHREY. OK.

Dr. WEsT. So that has not been an issue that's been bought to my
attention.

Chairman HuMPpHREY. This is just another question that has been
brought up in discussions by the OTA Food Advisory Committee
which is headed by Dr. Wharton of Michigan State..

How are the reports of the Interagency Commodity Estimates Com-
mittee integrated with the ERS agricultural supply and demand
instruments ?

Dr. WEsT. They are one and the same thing.

Chairman HUMPHREY. They are?

Dr. WEsT. This publication called ‘agricultural Supply and De-
mand Estimates” is really the result of the interagency commodities
committees. It goes through the Outlook and Situation Board which
is in ERS. sowe do most of the analytical work, but these committees
are chaired by representatives from ASCS.

Dr. PAArRLBERG. | have overall responsibility, Senator Humphrey.
I chair the entire operation. Each one of the commodities has its own
chairman, and they report to me, so this is cleared through me, both
the supply and demand estimates that are published here, and the
interagency group that makes projections regarding yield and so on
for the various crops.

Chairman Humphrey. Would it be feasible or desirable to organize .
a food and agricultural intelligence unit made up of key commodity
specialists from ERS, FAS. and ASCS ?

Dr. WesT. Well, we have that in each of the commodities, but not
for food, per se.

Chairman HumPHREY. The point would be to unify it into one panel. -

Dr. PaarRLBERG. Really they are here. There’s a committee for each
one of the major commodities, and they are integrated under my over-
all chairmanship and each one of these groups does, in effect, con-
tain the experts on these commodities from ERS, FAS, ASCS, and
AMS. when that's needful.

Chairman HUMPHREY. So you in a sense have a working unit?

Dr. WesT. We really have that.

Chairman HumpHREY. Very good.

This has been a good review. Dr. Paarlberg. we would be happy to
have any suggestions you would like to contribute to this report. By
the way, | haven't mentioned today what you're doing to buttress
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the FAO. We heard yesterday that the FAO is doing a better job,
for example, on some of its projections, and on gathering agricultural
information at the international level, Are you of that opinion?

Dr. PAARLBERG. We are. They are improving in their work and they
work cooperatively with us. They can do some ‘things that we can't
do. and we can do some things that they cannot.

Dr. WEST. Could I mention a speific example ?

Chairman HumPHREY. Yes.

Dr. WEesT. We used to do food balances by country, for which we
tried to get all the information on the crops that are produced, put
together the total Consumption, and come Up with a number of calories
per capita. We did this in the middle 1960’s as a basis for what we
called the world food budget.

Chairman HUMPHREY Yes. | remember that.

Dr. WesT. This was a most comprehensive analysis of the level of
consumption around the world. Now, we had not used FAO too closely
up to that time, because they were pretty much restricted by what
the Government said they could do. But as a result of the indicative
world plan, that whole exercise, they set up a much better system of
statistics in which they kind of filled in the gaps. Some of their infor-
mation came from us. We had a struggle to put this out on the African
countries, and then a few years later FAO crone out with some food
balances for Africa, and | thought we could thus update ours. our
food balance on Africa, and we looked at them and they were the food
balances we had prepared earlier. They got theirs from us.

But anyway, they are putting out on a regular basis these food
balances. and we felt that it would be best to put our resources on those
things that are most critical in our whole export program. Rather than
trying to periodically dig in to solve the many problems of other com-
modities that go into making up these food balances, we would let
FAO do it.

Chairman HumpHREY. Right.

Dr. WEST. So we are not now doing these comprehensive food
balances.

Chairman HumpHREY. Instead you rely on FAO ?

Dr. WEsT. That’s right, because | think theirs now is as good as we
could do, and I might say, that's not too good, because you don’'t know
how many bananas there are produced, -so all this has to be pretty
much of an estimate. Unless we get a real breakthrough on some of
these minor crops, you will still be estimating at the same levels, or
increasing it by population growth. or something like that. This is
the best you can do, and so we thought it was better to concentrate on
other commodities. Grains, of course, make up a big part of the diet
of most people in the world. Grains are important in the trade and
I think they are the best indication of what's happening in world
food consumption.

The last time we did Asia. for example, we ran through all this
exercise, and we came out with some results that we couldn’t believe.
After looking at it and discussing it we decided, to estimate for India
here, and put all the countries in this relative order. and go back and
adjust it to come up with these estimates. Because India was the best
information we had. Information on minor crops was not that good,
so we concentrated on the groins.
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Chairman HuwmpHREY. Thank you very much, gentlemen.

Dr. PAARLBERG. Thank you. We appreciate coming up here, and we
think this is a constructive report, and it gives a fresh look from the
outside of our operations, and it provides the occasion for us to review
this whole matter with you, which we are happy to do.

Chairman HumPHREY. Thank you very, very much.

[The prepared statements of Dr. Paarlberg, Mr. Hume, and Dr.

West follow:]

STATEMENT OoF DR. DoN PAARLBERG, DIRECTOR OF A GrRicULTURAL Economics,
U.S. DEPARTMENT OF AGRICULTURE

| believe that we in food and agriculture have one of the best information
systems of any sector in our economy. And we have, without a doubt, the best
food and agriculture information system in the world. ) o ]

You have asked the administrators of USDA agencies dealing in world agri-
cultural information to also appear at these hearings. | don’t intend to duplicate
their comments but | would like to make a few brief remarks in response to
major recommendations in the report, “Food, Agriculture and Nutrition Infor-
mation Systems. Assessment and Recommendations’” made for the Office of
Technology Assessment. .

| believe the report is quite comprehensive and serves the very useful purpose
to highlight concerns about inadequate information. Evaluation and assessment
repo;]ts ar%I always needed, especially when they also contain recommendations
on what to do.

The first two recommendations address the question of how to obtain more
analytical capability for Congress. We support the idea that Congress needs
more help in dealing with the large information flow on food and agriculture.

And we sup c1rt both recommendations as reasonable ways to provide the in-
creased ility.

~ More gnpalytipé capability on the staffs of the agriculture committees and
in the Congressional Research Service should help to make the current informa-
tion system more useful to the specific needs of Congress. In addition, we stand
ready’in the Department to be as responsive to analysis of information for Con-
gress as our resources will allow. Recent examples of our response to these needs
are testimony on various issues by top staff people plus reports on fertilizer,
energy, transportation, and the structure of the food and fiber sector. ]

At the same time the effectiveness of additional analytical staff in the Legis-
lative Branch or of our_staff to address specific issues is dependent on our doin
well in our basic mission. That is to develop and maintain a capital fund o
knowledge on which economic intelligence for program and explicit policy
analysis can draw at any time. ) ‘

There are also a large number of very capable analysts in the land_grant uni-
versity system. I’'m sure that Congress could benefit from increased liaison with
tkége people and | believe you would find them to be very responsive to your
needs.

A second major topic in the OTA report addressed the problem of obsolete
data series. This is a pertinent problem, primarily caused by changing structure
and changing flow of economic activity in our” food and”agriculture system.
However, the solution lies not with more general statistical review committees but -
with action by the agencies having responsibility for our food and agriculture
information system. o ) )

‘The Department has a dtatistical review committee made up of members of
the American Agricultural Economics Association (AAEA) and the American
Statistical Association (ASA). Top staff people in ERS and SRS are members
of the economic statistics committee of AAEA and have association with many
other important users of agriculture information through membership on the
Census Bureau's advisory committee on agriculture statistics. These are useful
activities but not major agents for change. . .

We think the solutionsto these problemsare gomq(to be very difficult at best.
Thus the managers of the key agencies. those who know the data problems and
the difficulties of change most thoroughly, and who must carry through on com-
mitments for chandge. are in the best position to modernize, coordinate, and
standar dize the food and fiber data series. ]
~ In addition to the normal program evaluation process. our staff has been
involved in a number of special activities toward this purpose. We worked a
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long time with the Census Bureau to develop what we thought would be a more
appropriate definition and classification system for describing today’s agricul-
tural producers. Other discussions with census staff will lead to improved infor-
mation on corporations and partnerships involved in farm production, on identi-
fication of other major economic activity of large corporations involved in farm-
ing, and on the use of contracts and agreementsiin production and marketing.

Another approach we have taken to this problem has been to select a specific
data series and have an ad hoc task force evaluate the series and recommend
improvements. We had such a task force of university, foundation, and govern-
ment personnel look at the farm income estimates series last fall. Currently we
have university, industry, and government people on a task force studymg_the
farm-retail price spreads, markéet basket, and market bill data series. Wé believe
this ad hoc approach has been very useful. o

The third major topic of discussion in the OTA report concerns the timeliness
and reliability of data, especially as it relates to the Census Bureau. The question
of needed changes in the Agricultural Censusincluding possible transfer of the
operation to SRS is a complex issue without an immediately clear answer.

What is clear is that the Agriculture Census program needs to be moder nized
to use current data gathering techniques, to more nearly meet the data needs
in today’s more specialized agriculture, and to develop ways to produce the
results In_a more timely fashion. It is also clear that much closer coordination
between Census and SRS needs to take place and if the activities remain in two
separ ate Federal Departments, there should be a greater provision for efficiencies
of planning and operation. .

The Census of Agriculture has a long history of providing useful data on the
rarmng iNAustry. At one time, the census figures were used by the Department
to benchmark and revise our crop and livestock estimates. However, implementa-
tion of improved modern probability survey methods in SRS has resulted in
crop and livestock statistics that surpass the quality of Census data. In fact, the
Census Bureau has used SRS statistics in its 1969 and 1974 programs to measure
incompletenessin the Census data. ) .

The Census of Agriculture provides needed county data and other information
beyond that produced by the Department of Agriculture. This includes detail
on structure and organization of the sector that is becoming increasingly im-
portant. But we don’t feel that a complete census of farms is the most cost-effec-
tiveway to conduct the program, nor is continuing to get all the data once every
five years the way to get the figures published in a timely manner. We believe
that 'the Census should be replaced ec}/ sample surveys and that much of the
Census data would be better obtained annually over” a five year period with
emphasis once each five years on generating county estimates. o

The Department is prepared to enter into full collaboration and joint study
of this issue with the Census Bureau. ) .

| have only a brief response to the issue of a more fully coordinated fertilizer
information system. We are participating in_an Interagency Fertilizer Task
Force that was established by the President’s Economic Policy Board. This has
been a useful activity and a forum for discussing problems in information on
fertilizer. Our analysts have given quite a |ot of thought to what 2 s there are
in this information system. They have had discussions with TVA, FAO and others
and laid out plans to improve the information, This includes more detailed data
on fertilizer Inventories consumption and prices, data on the structure, costs
and practices of the fertilizer industry to help in analysis of fertilizer supplies.

Beyond this, we look to the Statistical Policy Division in OMB as havng
the authority to bring about closer coordination in information that is scatter
across several agencies of Government. .

My final comments are on recommendations ten, eleven, and twelve in the OTA
report. These refer to ways to make basic, long term improvement in foreign
agricultural information system% We support all three of these recommendations
since improvement in foreign statistics is SO vitally important.

We believe that the Department’s role in AID funded technical assistance
programs has been very productive. This type of direct assistance is probably
the best way to improve statistics in countries eligible for AID funds. AID, FAO,
tile Ford Foundation and the Rockefeller Foundation, among others, have also
had an active and useful ?ro%am of financing short-term training for foreign
agriculture statisticians in the United States.

Thank you Mr. Chairman. I'll respond to any questions you may have.
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STATEMENT oF DaviD L. HUME Aom NI StratoR,  Foreign AGRICULTURAL SERVICE,
U.S. DerARTMENT oF AGRICULTURE

Mr. Chairman, I should like to begin by posing three propositions:

Sound Intelligence and competent analysis are increasingly important to
a world agriculture being called upon to’ feed more people better. )

The reporting and analysis system carried on by the Foreign Agricul-
tural Service-covering more than 130 countries and more than 200 com-
modities the world’s best recognized and most used.

We have strengthened that system substantially in the past three years—
and havework in progressto strengthen it further.

The Foreign Agricultural Service consists of 850 people, including 125 sta- -
tioned overseas. It includes the Agricultural Attaches at American Embassies
and Consulates in 63 foreign posts. FAS functions include food aid ((PL 480),
market development, international trade policy and negotiations, the (CCC Ex-
port Credit program, intelligence gathering, and export reporting. Commodity
analysis is basic to all these operations. ) ) ) )

_ The task of FAS commodity analysis is the collection, analysis and dissemina-
tion of agricultural commodity situation and outlook information relating to
our foragLn market and competitor countries. The emphasisis relating to our for-
eign market and competitor countries. The emphasis is on historical data series,
analysis of the current commodity situation and short-term forecasts. The
“model” in which we handle this information is ‘the concept of supply-utilization
balance. That is, beginning stocks plus production plus imports equal total sup-
plieslessconsumption and exports equals ending stocks. Thisisthe framework
within which we approach all our commodity work albeit with some modifica-
tions to fit individual situations. . . .

There are many users of FAS information-each with somewhat different
needs. As we plan“our work, we are constantly aware of these various users and
their changing requirements. Their interest in FAS information continues to
expand and intensify. They are progressively more demanding in their requests
for information. Esséntially, we can group these users into four types:

1. The general public; that is, farmers, the private trade, consumers and
researchers. . . o . .

2. U.S. Government agencies; that is, the administration p0|ICY and pro-
gram decision makers, the Congress, and analysts of the overall domestic
and international economic situation. . ]

3. International or animations and foreign governments, FAS, along with
the Food and Agriculture Organization (FAO), is recognized as a prlmarg
source of world agricultural data. Pick up any foreign publication whic
includes data on world agriculture and chances are this data will have come
originally from FASor FAO. ) )

4. Internal FAS action offices; that is, Market Development, Trade Policy,
P.L. 480 and CCC Credit. Here, the support work for the multilateral trade
negotiations has placed a substantial burden on the Commodity Analysis -
area, and we expect this load to continue for the foreseeable future.

The product of FAS reporting and analysis is published in a number of forms
to meet the needs of different users. The traditional “bread and butter” outlets
are still basic to our operation-Foreign Agriculture Circulars, Foreign Agricul-
ture Repents, the monthly World Agricultural Production and Trade, and the
weekl|¥ Foreign Agriculture mag/azine._ L .

In FY 1975, we published 117 FA circulars and distributed them on 25 special-
ized commodity mailing lists open to anyone free upon request. Foreign Agricul-
ture magazine carried 68 major articles originatin% in the FCA area and nearly
1,000 short items during the'year. This, maPazme as a circulation_approaching
10,000 and receives wide secondary circulation as source material for trade
publications and the mass media. o ]

Information generated by FAS analysis is also ﬁubllshed by other USDA agen-
cies, including the Economic Research Service, the Extension Service, the Agri-
cultural Marketing Service, and the Agricultural Stabilization and Conservation
Service. A primary outlet is the Outlook and Situation series of ERS, We also
contribute, primarily in a review nature, to the publications of the Foreign
Regional Analysis Division of that agency.
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In addition--in order to get wider distribution of current information on a
more timely basisFAS has undertaken a number of new services:

The export sales Report issued weekly by FAS, summarizing reports
received from exporters. This Report carries considerably more analysis and
interpretation than was the case when publication was first begun by the
Statistical Reporting Service. ]

The World Grain Situation issued at intervals of one or two months—
an FAS publication that is unique in the world and which is greeted with
intense interest by press, trade, and agricultural organizations.” )

Increased use of field information outlets of the Extension Service, and
the Agricultural ‘Stabilization and Conservation Service, and the centralized
press and broadcast facilities of the Department, including a regular weekly
roundup in the Agri-Tape service to about 600 radio stations.

A new weekly summary of developments in foreign agriculture and trade
initiated last June in order to provide more timely information to farmers.
This is issued as a Department press release and given wide distribution.

FAS information is reprinted and reported worldwide in the general, busi-
ness, and trade press-with and without attribution. It becomes part of analysis
nd interpretation developed by research staffs in industry, other government
agencies, and international organizations. It is built into the planning of farmers
processors, exporters, importers, railroads and shipping companies. o

Our goal in the coming year is to review FAS publications with the objective
of elimiminating duplication and at the same time providing more timeliness of
information and improved analytical input. In conjunction with the FAS manage-
ment, the Commodity Analysis area has reviewed publications of the Tobacco
Division and is currently reviewing those in the area of Oilseeds and Products.
The review in these two areas has the objective of determining end-user use and
acceptability, and the ideas generated will be incorporated in our general review
of FAS publications.

In addition to published information, FAS analysis provide major support
to internal USDA and FAS operations. This work includes briefing and studies;
spot reports on developing commodity problems; support of the CCC and P.L. 480
areas in determination of commodity availability, usual marketing require-
ments and prices; support of requests which come directly from our attache
offices overseas; support to the Market Development area in preparing an analy-
sis of day-to-day commodity trade problems which come up with our trading
partners, and in support of the multilateral trade negotiations. In the area of
MTN support, the commodity divisions have been involved in preparing offer
and request lists, including item-by-item, country-by-country analysis of trade
restrictions. They also provide the administrative support and analytical back-
up for the Technical Advisory Committees pursuant to the Trade Act of 1974.

The backbone of FAS information collection is the system of Agricultural
Attaches stationed in 63 overseas posts and reporting on 82 countries, In the
past 3 years, we have undertaken a substantial strengthening of their orga-
nization. We have enlarged the professional Attache staff in Moscow and in other
posts where political and economic change is altering the nature of world agri-
cultural trade. We Rlaced one Attache in Vienna with responsibility also for
Hungary and Czechoslovakia, although we had to reduce our staff in The
Hague. We also have expanded the Attache’s work in Yugodavia to include
Romania. We have endeavored to place an agricultural officer in the U.S. Liai-
son Office in Peking, and are hopeful of positive results, Ambassador Bush and
the Department of State have expressed interest in having an agricultural
representative assigned to the team in Peking. We are now discussing with
the Department of State the conditions under which such an officer could ef-
fectively represent U.S. agriculture in the People’'s Republic of China. We have
also requested assignment of an Agricultural Attache to our Embassy in Cairo.
We have also expanded and strengthened the reporting by Agricultural Attaches
already assigned. )

Most attache posts are covered by a scheduled reporting program for the
attaches on a commodity-by-commodity basis, The number of these scheduled
reports has increased dramatically in the past two years from about 1,400 in
early 1973 to over 1,900, currently. The number, frequency and intensity of the
individual commodity reports vary by country depending on the importance of
the commodity and the particular country involved in terms of its world im-
portance in production and trade. Our emphasis in the past two years has been
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to revise these reports along the lines of the supply-utilization format, and
to increase the emphasis on the current situation and the outlook for the com-
ing season.

As an example. we receive regularly scheduled reports on the grain and live-
stock situations from major countries on a quarterly basis, but regularly sched-
uled, detailed reports from minor countries are due only on an annual basis. In
addition to the detailed commodity reports we also receive numerous special
reports on a frequent basis-for example, weekly grain prices in Rotterdam
and weekly livestock prices in Tokyo.

Besides the scheduled reporting system, attaches are constantly alert to
developing commodity problems in their areas, and they submit cabled reports _
on these situations.” Our cable communication system facilitates constant inter-
action between Washington analysts and attaches in the field with respect to
specific commodity problems and special requests. .

This year we will be undertaking a detailed review of the attache reporting
system with the objective of consolidating and refining it to tie information
more closely to the needs of information users and to our analytical system. .

information from the attaches is supplemented in Washington from othér
sources. For example, attache reports provide leading indicators of foreign
trade for major commodities and countries but detailed and complete statistics
are compiled primarily from government publications of foreign countries. These
are submitted directly to Washington, thereby saving the time of the attaches,
while still enabling us to provide the detailed information which is so important
to many of our users. . . o . o

We also cooperate and share information with international organizations
such as FAO, the Organization for Economic Cooperation and Development
(OECD), and the International Wheat Council and other U.S. agencies such
as the Census Bureau, which collects detailed data on U.S. trade; ERS, which
analyzes the domestic agricultural situation and international questions of a
longer-term nature; and the State Department, which provides general economic
information on foreign countries. . . .

There is an exchange of Information and views between FAS and economic
analysts in the Central Intelligence Agency. The Agency’s Office of Economic Re-
search Service provides us with certain classified documents-specifically the
weekly economie intelligence report, the petroleum report, and other special
reports. Analysts in our commodity division-for example, those having re-
sponsibility for data from the USSR—have informal contacts with their counter-

arts in the CIA. These are not re%ular contacts, but intermittent and personal.
hey are nevertheless helpful to both agencies. )

Another major source of FAS dataisthe private trade, Our commodity analysts
review a large number of domestic and foreign trade publications. PerSonal con-
tact with farm groups and business people is also very useful, )

In addition to a constant refinement and strengthening of these techniques
and services, we have assumed major new functions: o

We have within FAS the Secretariat responsible for leadership in the U. S.-
USSR Agreement on Agricultural Cooperation, signed in June 1973. This work
will involve the exchange of about 25 economic and technical teams between the
two countries during this calendar year. It is work that requires patience and
endurance, but it has the promise of substantial mutual benefits as time goes on.
A more detailed treatment of this effort is presented by Assistant Secretary Bell.

FAS has within the past year taken on the exgort sales reporting responsibility
required by Section 812 of the Agricultural Act of 1970 as added by the Agricul-
ture and Consumer Protection Act of 1973. For a time last fall and winter, we
also carried on a system for the voluntary prior approval of large export sales of
grains and soybeans. The export sales reporting system is providing the basic
|Sformat|on for decisions now being made with respect to grain sales to the

FASis also the lead USDA agency in the new experimental program aimed at
assessing crop conditions by remote sensing afforded by the operation of satel-
lites and analyzed with the aid of computers. This program is known as the
Lar%e. Area Crop Inventory Experiment (LACIE). ] o

This is an operational test of an information system which could significantly
improve the continuity and content of international crop forecasts, using satellite
data, meteorological and climatological data and historical trend data. Previous
studies established the potential of using computer processing techniques of re-
motely-sensed data provided by satellites to classify crops, thus distinguishing
among various crops grown in the same area. The LACIE project is a follow-up
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of these studies, which will aid in determining the utility and cost effectiveness
of using satellite and surface derived data to monitor wheat production over large
areas.

The experiment will combine crop acreage measur ements obtained from L AND-
SAT data with meteorological information from the National Oceanic and Atmos-
pheric Administration satellites and ground stations, and will relate weather
conditions to yield assessment and ultimately to production estimates. The utility
of the information produced will be evaluated on the basis of its objectivity, time-
liness and accuracy, and its eerqted value for policy and program decision
making. We are présently 6 monthsinto the 3 1/2 year experimental program.

Such a system could provide a new capability for the United Statesand other
countries in making agricultural production and marketing decisions; to inform
us of the spread of crop diseases and insect infestations which could affect world
food supplies; flash an early alert if crop shortfalls are expected from adverse
weather; and provide improved production estimates to international organiza-
tions.
~ Whatever the sources of FAS data, raw information becomes useful only when
it is put together in a form that makes sense and that is easily understood. That
is our objective. Putting information together in this way requires both economic
training and commodity knowledge on the part of the analyst. In the past two
year s we have brought into the Commodity Analysis area 24 well-trained, mainly
young (in their 20's) economists. These numbers do not, of course, represent a net
gain. There is an offset through retirement and rotation out of the Commodity
Analysisarea. We have lost somethingin experience, but the people we are hiring
are well-trained in economic techniques and the use of computers.

We have instituted a program to rotate our junior professionals through at
least two different areas of the agency in Washington before sending them to the
field. We feel that this program will provide better training for junior attaches.
And if all of the young people whom we send to the field have had experience in
Washington’s Commodity Analysis divisions, the commodity information fur-
nished from the field should he improved. . )

Most of our analytical work is currently based on simple trend models, experi-
ence and commodity knowledge, and common sense. We think this has given us
a pretty good track record and with the re-emphasis on reporting, etc., we have
shown improvement over the past two years. This is not to say, however, that
we have achieved perfection. We have been criticized at times for shortcomings
in providing timely data and for a lace of sophisticated, econometric input to
our analysis. We think that with these new professionals we will be able to move
forward’in this area but we feel we should add a note of caution in that there
are severe limitations in econometric modeling and in the data requirements for
these models. Progress and improvement from this source will be slow.

We are movmgi orward in other areas as well. To date, most of our work has
been on the production and trade side. We are now moving to emphasize the
demand side. We have added a specialist in macro-economics to provide our
commodity specialists with forecasts and analysis of the general demand situa-
tion in major countries. ) . o )

We are moving to improve our automatic data processing facilities which are
imCFortant to improving the timeliness and accur_acY of the information we pro-
vide and we hope will result in a saving of clerical input. This should release
personnel for additional analysis. While on the subject of data processing, it
should be pointed out that the Reports and Statistics Office included in our Com-
modity Analysis area provides the data processing and computer support for the
total agency. We have recently established an ADP Steering Committee at the
Delputy Assistant Administrator level to coordinate this function. .

thank the Committee and the Chairman for the opportunity to discussthe
reportingand analysis work of FAS. With me are several others of the FAS staff;
we will be pleased to respond to questions.

statement OF DR, Quentin M west, AD MINI STRATOR, ECONOMIC RESEARCH
ServicE, U. S. DEPARTMENT OF AGRICULTURE

I am very Eleased with this opportunity to tell you about things we have done
to improve the Economic Research Service (ERS ). The last three years have
been very dynamic for our Agency, just as they have been for agriculture.

We develop economic information for use by public and private decision-
makers, and provide it in a variety of ways to a diverse audience.
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The audience is wide because our information covers many subject matter
areas including farm inputs, farm production, and food processing and distribu-
tion as major components of the U.S. food and fiber systems; foreign agriculture
production and trade; development and use of land and water resources; and
the principal social and economic factors affecting life in rural America.

Thus a major part of our program is devoted to providing information on the
subjects that were focused on in the Office of Technology Assessment's (OTA )
report, “Food, Agriculture and Nutrition Information SyStems: Assessment and
Recommendation.” More specifically, this is “information concerning national
and world food production, trade, stocks, prices and disappearance, and on inform-
ation needed for policy decisions made by Congress, , Federal agencies, State
Governments, and agribusiness.” (page 3 of OTA report) . .

The Economic Research Service and its predecessor agencies have a long his- -
tory as a vital part of food and agriculture information systems. We are proud of
our accomplishments and optimistic about the future. We believe that timely,
accurate, and objective information on this important segment of our economy
will continue to be in great demand for making sound decisions and policies.
We look forward to meeting future demands for economic information.

But in the Past few years, our task has become increasingly difficult. Many
contributing factors have been converging: the depletion of surplus stocks of
farm products, increasing concerns about meeting world food needs, rising de-
mand, changes in the structure of agriculture, increased complexity of relation-
ships with the rest of the economy, and scarcity of raw materials. . .

o highlight how we have been reacting to’such challenges, I would like, first
to discuss the improvements we have been making in the conduct of economic
analysis. Then | will focus on improvements in the timeliness and type of infor-
mation we provide and on our efforts to improve the flow of data as raw material
or input to our analytical process. Finally | will touch on further improvements
that we feel are most urgently needed,

IMPROVEMENT IN ANALYTICAL CAPACITY

Our basic contribution to the food and agriculture information system is eco-
nomic analysis. To strengthen this role, we have placed our first priority on im-
proving our analytical capabilities, espemallkl in our_major economic situation
and outlook programs. This is because we felt the primary problem in 1972-73
was analytical, a conclusion also reached by Dr. Karl Fox in a special report to
the Council of Economic Advisers. The OTA report also agrees with this conclu-
sion and further clarifies the problem by stating “the economic models and sup-
ply-demand-price equations, which had performed satisfactorily in the more
stable conditions of the 1950's and 1960's had little value in the light of the
changes which occurred in the domestic and world markets when the size of the
1972 world %rain crop became known” (page 40, OTA report%._ e

_ We have taken three major steps to improve our analytical capabilities. The
first was to reorganize the agency so that our_resources were more clearly focused

on important subject matter areas and to brln%(the research program into more
direct su gort of the situation and outlook work. A second step was to reallocate
close to $000,000 and 19 staff positions to the situation and outlook work and
longer term projections program. The third major step was to request and receive
about a_half-million dollars in additional resources to provide an increased num-

ber of highly capable, quantitatively oriented economists. ) . .

We have used these additional resources to strengthen the commodity situation .
and outlook staffs and to establish forecast support units. These units have
become the focal point for development of commodity, cross-commodity, and
foreign country models that are becoming increasingly operational as a part of
our forecasting work. These units are also developln? a forecast information
system in which documentation and evaluation of our forecasts are an integral

part. R
Some of our reallocated resources were used to strengthen our capabilities

for making longer term projections in agriculture. We now include projections

to }59%), 1935 and beyond as a regular part of the economic information produced

‘Another important change we made during the past three years was in fore-
cast procedures, We have developed a regular program of producing new fore-
casts each quarter on what we consider to be the most likely assumptions for the
three to four quarters ahead. Then we supplement this forecast with contingency
analysis using alternative assumptions on such key variables as weather and
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levels of exports. The results of these analyses and the underlying assumptions
are then discussed in group meetings with other key staffs from USDA, Council
of Economic Advisers, Federal’ Reserve Board, Treasury Department, and Library
of aﬁ:ongress. This interaction helps test the soundness of our assumptions and
analysis.

Most of these changes may sound like they are focused on U.S. agriculture.
But we have also placed increased emphasis on evaluating the foreign outlook
and its impact on the domestic economy during the past three years. As. Dr.
Clifford Wharton, Jr. pointed out in hisPreface to the OTA report, “the growin
world interdependency has h|ﬁh|lghted he information systems describing tha
inter dependency. Nowhere is this need clearer than in the areas of food, agricul-
ture and nutrition.” ?p.v., OTA report) .

Our domestic and foreign analysts work verK closely together on many subjects.
In addition, ERS analysts work closely with the Foreign Agriculture Service
on questions of foreign agriculture demand, production and trade. Analysts from
both agencies serve on Dggartment level commodity estimates committees as
well as more recently established committees that Tocus on the questions of
production, demand and trade in Russia and The People’s Republic of China. Our
analysts have also been fully cooperative with the Food and Agriculture Organi-
zation of the U.N. in its development of an early warning information system.

Two specific questions you asked us to respond to concern the use of remote
sensing and weather data to estimate agriculture production in those areas of the
world where other information is lacking and how we work with CIA informa-
tion. Since 1972 we have established a separate research area in world weather
and crop production. The focus of our recent work here has been to strengthen
the use of world weather information in situation and outlook reports and con-
duct a few selected studies such as forecasting wheat production in Turkey,
analyzing the effects of weather on spring and winter wheat yields in the USSR,
and studying trends in weather and grain yields in 25 world regions.

Weather data are also used extensively by our analysts in making forecasts of
Soviet grain production. Weather indices are estimated and combined with trend
yields of individual grains and estimates of areas planted to produce grain
production forecasts. ) )

The use of weather data and remote sensing to measure crop production
prospects is the major focus of an experimental project our Department is
conducting jointly with the National Aeronautics and Space Administration and
the National Oceanic and Atmospheric Administration. This project, called the
Large Area Crop Inventory Experiment, is a study of the degree to which com-
puter assisted analysis of data acquired from space can contribute to crop fore-
casting. ERS participation includes the assignment of six people to the project
and other support activities such as the preparation of crop production calen-
darsto beincorporated into computerized yield models. ‘ _

Our analysts specializing in such areas of the world as the Soviet Union
maintain regular, informal communications with units In CIA working on Soviet
agriculture, food, and trade. Much of the information available to the CIA
is also available directly to Soviet analysts in the Department, Usually there is
general agreement between ERS and CIA analysts on principal agriculture esti-
mates. When different estimates arise, the [differences are examined and discussed
informally but thereisno attempt to force a common position.

IMPROVEMENTSIN OUTPUT OF INFORMATION

A major improvement has been in our publication program. Most conspicuous
is our new monthly “Agricultural Outlook” situation report. This serves as an
outlet for brief reporting on our continuing appraisal of the situation for
commodities, farm income. farm inputs. foreign production and trade, transporta-
tion. and farm-retail price spreads. Our target is to furnish through this new
publication frill updates of our forecasts each month to provide our best assess-
ment of the agricultural situation. This would also meet one of the OTA report
recommendations that “the Economic Research Service should improve its world
information analysis capability by strengthening its ability to analyze, evaluate,
and interpret current world information on a monthly basis during the crop
growing and early harvest season” (page 9, OTA report). o ]

Other changes in publications to provide more timely information include issu-
ing the report. “Agricultural Supply and Demand Estimates’ containing updates
about monthly on important basic commodities, going from once a year to three
times a year in publishing “World Agriculture Situation” and from annual to

68-877—76—9
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%uarterly assessment and publication_of “Outlook for U.S. Agricultural Exports."
his latter one is done cooperatively with FAS.

We have also worked to improve the timeliness of our information through
closer cooperation with the Federal Extension Service. The State extension out-
look economists can now obtain the most important data in “Agricultural Supply
and Demand Estimates” and other situation reﬁort summaries through a com-
puter hookup on the same day that we release the estimates. This has made the
information far more useful to these outlook economists than when they had to
wait to receive the printed publication in the mail, .

. One of the comments in the OTA report was that our food and agriculture
information system is “basically an impersonal, production oriemted system™
(page 6). Although we don't integrate nutrition information into our analysis.
we have made a couple of other_improvements in the past three years that we

think are consumer oriented. The first was to greatly increase the detail of our
information on price spreads and components of marketing costs. This is an

effort to explain more fully the reasons tor changes in food prices, who gets what
from the consumer’s food dollar, and to identify areas of research for improving

the efficiency of the system. _ _

A second effort to communicate to consumers is our recent introduction of a
monthly TV news service on current agriculture information. We have been suc-
cessful ‘in getting these outlook oriented features used on prime-time evening
news shows in most major television markets. )

One area of improving information that is of common interest to ERS and
FAS is a more rigorous and systematic appraisal of foreign demand for U. S.
agricultural products. We have requested additional resources to establish such
a program of continuing information and analysis of the longer term prospects
for foreign trade. Our current information on foreign demand is far less rig-
orous and comprehensive than information on the supply side.

Dr. Paarlberg has already commented about the Department’s concerns on
obsolescence of agricultural data systems.ERS and the economics profession in

eneral have become increasingly concerned about this problem. We feel that

RS should take the lead in reviewing and changlng data series that no longer
provide the most meaningful descriptions of food ‘and agriculture. As Dr. Paarl-
berg has already mentioned, we have had special task forces to assess the farm
income and price spread, market basket and market bill statistics and make
recommendations for improvement.

IMPROVEMENT OF DATA FLOW AS AN INPUT TO ECONOMIC ANALYSIS

My third major topic is a brief discussion of what we have been doing to im-
prove the flow of data needed to conduct timely and objective analysis. After
settin? our first priority on imProving our analytical caroacny, the second pri-
ority logically was to develop a flow of data that would fill our most major gaps
in data available to conduct analysis with. We set about to identify these major
data %aps, determine agency ]I)_I’I.Ol’ltlesl for meeting these needs, and develop
plans for meeting these needs. This has included joint planning with other agen-
cieswho are major suppliers of the data we use. We added resources in the Office
of the Administrator 'to lead this planning effort and to be in more continual
contact on data problemswith other agencies. . i o

In looking at our most important data gaps we decided that the first priority
was to combine some programs of ERS and the Statistical Reporting vice,
add some resources, and implement an annual economic survey of the farming
sector. Thiswould provide data for improving our supPIy response analysis, farm
income estimates, capital accounts, consumption of major inputs, and some
environmental impact analysis. o ]

A second priority was t0 start obtaining data that would allow significant im-
provements in our” analysis of the structure costs and performance of the farm
input food processing, and food distribution industries. The final implementa-
tion of these two plans awaits Congressional approval of the Department’s appro-
priationsfor FY 197& ) )

Our staff has also done a lot of work in planning how to meet some of our other
major data problems. One of these is a continuous survey of consumer food pur-
chases so we can improve our forecasting and analytical” capability with respect
to food prices through better measures of price and income elasticities and de-
mand shifters. A second longer range plan is to fill in the many economic and
social data needs on the use, the changes in use, and potential capacity of our
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land and water resources. Analysis of the capacity of the U.S. agriculture produc-
tion sector depends on obtaining more of this type of data.

A third longer range plan is further improvement in the data to analyze the
structure, performance, and costs of the input, Processing, and distribution
industries. Many important questions on the supply and costs of farm mfputs
and the costs, services performed, economic concentration, and efficiency of the
food processing, wholesaling and retail industries need this type of data.

We still have work to do In improving data on foreign agriculture. We have
worked closely with FAS to establish a more complete data base on world pro-
duction of grains. We have also worked with FAS and FAO to improve infor-
miltion on fertilizer. We are continuing discussions with FAO about more access
and use of an extensive supply-utilization information system they have been
developing over the past four years. We will be giving more emphasis to this
area of data needsin the months ahead. )

An increasingly important part of our effort for improving data flow is to more
frilly apply current computer technology and capabilities in managing and
analyzing the large volume of data we work with. We believe that this will free
more of our resources for analyzing the important questions and issues. It will
also make our staff more flexible and our work less vulnerable to turnover in
key staff positions. We recently centralized our data processing activities to fa-
cilitate this area of improvement.

FURT HER | MPROVEMENTS MOST URGENTLY NEEDED

These highlights of our improvement activities demonstrate that ERS has
been a dynamic_agency in the last three years. We have been doing these things
at thesametimethat there has been a sharp increase in the magnitude and com-
plexity of economic issues to be analyzed. We believe that despite the problems
we are a much stronger agency then we were three years ago. ] o

So what are the major areas for further improvement? Our first priority is
to bring to fruition the plans we have laid out for improving the flow of data.
‘This includes both the plans for getting more of the data we need and for more
effectively managing and analyzing the data we already use. Our ability to pro-
duce timely, objective economic information will be greatly improved when we
fill the data needs identified in our longer range plan. Our ability to minimize
obsolescence in agricultural data systems is also dependent on having the flow
of data to draw on for making necessary changes. )

| already discussed several of these important data needs. Our most imme-
diate needs are for a continuous survey of food purchases by consumers, a flow
of data on the economic aspects of land and water resource use, and data on the
structure, costs and practices of the farm input, food processing and distribu-
tion industries.

To improve the flow of foreign data, weKIan to critique the grains data base
improvement work we have been doing with FAS. This should léad to discus-
sions with FAS on undertaking more of this type of work which is primarily
to develop a more consistent set of data out of the numbers available.

Three recommendations in the OTA report refer to improving foreign infor-
mation through more support of international agencies such as FAO and through
more AID funds for technical assistance in developing data collection programs.
We fully support these recommendations as a way to bring almost longer-term
improvement in foreagn data. But we believe that more immediate improve-
ments are also needed. We plan to enter into more comprehensive discussions
on this problem in_the near future with FAS and others. ) .

Our priority on improving the management and computer assisted analysis of
data will he largely handled by redirection of our current resources. We believe
this improvement is needed to free our analysts from some of the more routine
aspects of the research process. L.

As | already indicated, we have placed priority on more complete monthly
analysis of the world agricultural situation. Our target isthat six months from
now this more complete monthly analysis will be the basis for material in the
““Agricultural Outlook.” We are also planning to devote more resources to the
weather-crop production research and continue with our involvement in the
Large Area Crop Inventory Experiment. o ) )

Our forecast support units are already heavily involved in developing eco-
nomic models on production, trade, utilization and prices. These are models on
major commodities and on countries that are important foreign markets. We
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plan to move this work along rapidly and add to it the work we will be initiat-
ing to provide more systematic and comprehensive analysis of foreign demand.

Other initiatives we have taken in the past three years also continue to be
high priority. These include hiring top quality, quantitative economists for our
staff, periodic examination of economic and statistical data series for ways to
improve their quality and relevance, and continued improvement in the ways
we make information available to decisionmakers.

Thank you Mr. Chairman, | will be happy to respond to any questions.

[The following questions were submitted by Senator Humphrey to
the U.S. Department of Agriculture and their answers thereto:]

Question 1. At the present time the Digest of World Agriculture is a “monthly -
overview” prepared by junior staff members of the ERS and FAS for internal
use_only. What, if any, plans_do You have for issuing monthly digests of world
agriculture under the supervision of senior staff for general distribution?

Answer. The Digest of World Agriculture is used to disseminate information
and preliminar anaIKses of international agricultural subjlects to USDA analysts *
and officials without the full review that is required of formal publications. As
such some of the conclusions may be very tenuous and may not have been ade-
quately reviewed in the Department for release to the general public. Some arti-
clebs have been included even after serious objections from specialists of the
subject.

he Digest provides a broad preliminary picture of the current international
agricultural situation. Much of the material is issued in official publications of
ERS and FAS with very little delay. Agricultural Outlook, a new ERS monthly
publication, has a section on world agricultural developments. Moreover, inter-
national events are given consideration whenever appropriate in the analyses of
the domestic economy. ) )

Foreign Agricultureand a news release on important events in world produ-
ction and trade issued weekly and Foreign Agriculture Circular issued frequently
by FAS give general distribution to information on world development that
affect U.S. agricultural trade. World Agricultural Situation, which is published
three times a year, and the annual agricultural situation reports giving more
detail Iby regions of the world provide more comprehensive treatment of world
agriculture.

Other ;t))o$sible ways to provide world agriculture information on a timely
basis are being considered as part of a continuing review of the ERS publication
program. . . . _

Question 2. Would it be feasible and desirable to organize a current food and
agriculture_intelligence unit made up of key commodity specialists from the
Economic Research Service, the Foreign Agriculture Service, and the Agricul-
tural Stabilization and Conservation Service and have them issue monthly world
croE reports from the planting season until harvest in the major producing areas
of the world?

Answer. At the present time the world outlook and situation activities are
performed in two separate agencies. FAS has the dual role to expand foreign
marketsfor U.S. farm commodities and provide information on the world agricul-
turesituation. ERS has the role of conducting a Program of economic research
to provide information on both domestic and fOfEIQ{fJ\ agriculture. o

ith the increased interdependence between the U.S. and world economies, it
has become very important for domestic and foreign analyses to be closely .
integrated. Analysts from ASCS, FAS, ERS and SRS serve on commodity esti-
mates committeés to assess the total suEpIy and demand picture whjch is then
cleared and released through the Outlook and Situation Board. This is an effort
to integrate the foreign and domestic analyses. Currently these committees do
not givé detailed attention to the world agricultural situation except as it implies
changes in U.S. exports, )

Other Departmental working groups such as the task forces on USSR and
PRC and ERS-FAS working groups provide some of the t'ecus needed on current
world intelligence. These groups meet frequently concerning information and
statlstlccjst_on world production, trade consumption, ‘and stocks of grains and other
commodities.

. Mechanisms already exist in the Department, such as the Outlook and Situa-
tion Board, to Provide timely information in world agricultural conditions. Some
further clarification and coordinatign of the three Agencies roles and activities
coupled with improved data and information systemS are appropriate.
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Question 3. In order to assure the accuracy and timeliness of information on
world commaodities, would it be feasible and desirable to create a joint FAS-ERS
Board with responsibility for approving theinformation included in these reports?

Answer. USDA has an Outlook and Situation Board responsible for reviewin
and approving outlook and situation material for the Department. This Boar
reviews and approves the release of the outlook for U.S. agricultural exports
on a quarterly basis. The World Agricultural Situation, which is issued three
times a year, is also cleared by the Outlook and Situation Board. Since the Out-
look and Situation Board consists of members from agencies throughout the
Department creating a new ERS-FAS Board would mainly duplicate the func-
tions this Board is already responsble for.

At the present time, much of the information and statistics on world com-
modity production, trade, consumption. and stocks are also discussed on a
regular basis between ERS and FAS. A statistical review committee has frequent
meetings to clear statistics on grains. During the very active times of grain
production, these meetings are held on a weekly basis. And there are regularly
scheduled meetings for clearing statistics of the other major commodities.

USDA task forces have been created to review the agricultural situations in
the USSR and the People’s Republic of China. The USSR task force makes
periodic releases on agricultural conditions and grain production and trade
estimates of USSR, generally in Press Release. o .

Question 4. Towhat extent have recently increased current economic intelli-
Eence activities of international agenciés improved the data base for FASand

RS reports on world agriculture? N

Answer. The recently increased economic intelligence activities of international
agencies have helped improve the FAS and ERS data base primarily by pro-
viding supplementary information about certain countries and commodities which
USDA does not collect directly. The international agencies prowde a useful chec
on USDA data as well as provide a different perspective in analysis. Recently
increased focus by international agencies on early warning and outlook and
situation type of information also provides another perspective that is useful
to USDA analysts. The USDA also benefits indirectly in those cases where inter-
national organizations have assisted individual countries in issuing new types
of data or in improving the reliability and timely distribution of existing data.

ERS hopes to develop a more comprehensive and timely data base on world agri-
cultural trade by extracting agricultural trade data from computerized U.N.
trade data and thus avoid the complicated and lengthy process of compiling
and reconciling trade data from individual country sources. L

At the present time, ERS relies most heavily on international organizations-
although not necessarily new activities--forirternational monetary and financial
information such as balance-of-payments, foreign exchange, financial flow, price
index, and national ‘account data from organizations like the International Mone-
tary Fund and the Organization for Economic Cooperation and Development

Question 5. There is general agreement that estimates of world demand for
food are far less satisfactory than estimates of supplies. What new programs
have FAS and ERS undertaken in recent months to improve forward estimates
of tile demand for agricultural commodities by countries and regions? What are
your plans for strengthening this area in the next year or two?

Answer. The Foreign Demand and Competition Division of ERS has recently
undertaken work to improve and expand its effort for making forward estimates
of foreign aﬂrlculture demand and U.S. agricultural exports. .4 new trade fore-
cast group has been established to develop anajgtical. methods to forecast the
agagjﬁegale level and commodity composition of U.S. agricultural exports. Further
realignment of resources and programs to strengthen country and commodity
demand analyses is under consideration. This improved research capability in
collaboration with commaodity intelligence and expertise of FAS will improve our
capacity to make forward demand and trade estimates. These forecasts are in
turn imcor porated into domestic commod|t¥ and aggregate economic models.

We will continue to improve our trade forecasting capability. ERS and FAS
have held discussions on how to improve the longer term forecasts of foreign
demand and have implemented some plans toward this objective. For fiscal 1976.

ERS requested an increase in its budget of $790,000 to do in-depth studies of
demand for U.S. agricultural exports in major country markets. This new re-
search effort was proposed to develop basic economic relationships that affect
agricultural production, consumption and trade of food and fiber in foreign
countries. This research will contribute directly to forecasting and projecting
U.S. agricultural exports by country and commodity. However, Congress reduced
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our request for foreign market studies from $790,0000 to $290,000, thereby sig-
nificantly cutting back our proposed research. Although, the new appropriation
will allow us to make some improvements in our demand studies, additional re-
sour ces are needed to expand the needs of the type of research.

The Foreign Agricultural Service is also taking steps to improve its capability
of making forward estimates of U.S. exports. Recently FAS combined Its live-
stock commodity work into a single division, so that it will be easier to generate
and coordinate foreign import demand estimates of feed grains and oilseeds in
U.S. exports markets.

Chairman HuwmpHREY. Next we have Mr. Hosea Harkness, director
of planning, agri-products group, Cook Industries; Mr. Melvin Sjer-
ven,senior editor, Milling& Baking News, and Mr. David Keefe, head
of commodity group, Lamson Bros. They will comment on the timeli-
ness and accuracy of United States and world information on Agri-
culture, based on private -industry experience.

This panel is of very significant importance to us. You can evaluate
agricultural information as to whether it's useful, accurate, and of
assistance to you in your daily work.

Each of your statements will be printed in its entirety in the record.
Plase summarize these in the interest of time.

Mr. Harkness, go right ahead, sir.

STATEMENT OF HOSEA HARKNESS, DIRECTOR OF PLANNING, AGRI-
PRODUCTS GROUP, COOK INDUSTRIES, INC., MEMPHIS, TENN.

Mr. HARKNEss. | would like to emphasize just a few highlights,
Senator. Frost of all, you made a statement yesterday in your opening
comments that "A man’s judgment is no better than his information,”
and this holds very true to the private sector, a company’s judgment
is no better than the information that it has.

But this information, to benefit everyone, must be timely, and it must
be, if not—if it cannot be collected on a comparable basis it must be
disseminated on a comparable type basis, so that it is comparable.

I think that in this country one of our greatest problems is the fact
that we have the most sophisticated agricultural data collection service
that exists in the world in the Statistical Reporting Service. We are so
well informed in this country and have been through the years that we
try to compare the world, and I'm not saying we don’t need the world
data. We need it badly, and this is the problem.

I would like to emphasize the outlook and situation board in the
ERS, that their reports are the only economic type information that a
large segment of private industry has.

Now, we as the company | represent, we have our own staff of econ-
omists, and we are doing our own economics work, but we must recog-
nize that there are many people, and companies and organizations
which are smaller than we are, who cannot afford to have this type of
personnel on their payroll, and ERS is very essential to them.

And once again | want to emphasize, which has been emphasized
over the last 2 days, that FAS does do the best job in the world of
putting the world statistics together, which doesn’'t mean that we can'’t
look ahead though to types of improvements.

I would like to just very quickly read through my recommendations.

Chairman HumpHREY. Go ahead, sir.

Mr. HARKNESs. And to maybe make another comment or two as |
go along.
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‘There is definitely a need for better world statistics on livestock num-
bers. In a sense, this is a very, very weak area, and the European coun-
tries, with Russia, the Chinese, people throughout the world want to
put protein on the tables of the populations, and livestock numbers
throughout the world become much more important.

There needs to be a continued effort for speeding up dissemination
of foreign statistics. They have to be timely and they have to be
quick. There has to be more timely release of printed copies of reports.
The timelag is too great from the time that the press release is made
and the printed copy is available.

Chairman HumpHREY. That's due to the Government Printing Office.
I don’t think that we have updated the technology of the Government
Printing Office to take care of the tremendous additional requirements.

You know, every report that you people have to fill in they have to
print up there. We should take a look at what Mr. Harkness has said
about the printing of material.

Mr. HARKNESSs. OK, I would like to see an effort to encourage USDA
personnel to better understand statistical agencies in other countries,
I will point out that just a little bit later.

I would like to see-I think that it is for the benefit if there would
be an elimination of some of the apparent duplication of effort by the
ERS foreign analysis group with FAS taking over this total function.

And this stems from even myself as an individual asking questions
and finding-and | think they are coming closer together in acknowl-
edging that each other exists, but in years past, asking questions, and
one saving, "Well, we have our own series of data and we don’t agree
with the other.” There was a duplication of effort where they didn't
get together.

OK, support for continued research methods in understanding and
supplying timely intelligence for world information.

Continued support of SRS sampling and yield research, especially
methods for improved techniques for early season forecasts.

Chairman HUMPHREY. Yes.

Mr. HARKNESss. And support of continued investigation of remote
sensing such as the LACIE program, so that when remote sensing is
an operational tool, the USDA will be able to utilize it on the domestic
and foreign scene.

And then my last point, which you have read a couple of times con-
cerning the world crop reporting board, and | would like to give a
little bit more detail here of what | am proposing here, or more why |
am Proposing it.

First of all, I do not think this is a time-consuming thing. | think
we can look at SRS and if you lock people in a locked room at 5 o'clock
in the morning, they are going to get the job done by the end of the day.
In other words, in SRS and the crop reporting board, there’s a differ-
ence of opinions inside those locked doors, ‘but that report comes out,
find comes out quickly, and it one number, and you do not hear one
individual saying, | believe such a number and another one saying |
believe there’s one number and this is one of the chief things I'm after
here. is that we do not need a State Department number, we do not need
a CIA number, we do not need an FAS number, we need one number.

If we would go back and take the 180 and the 210 on Russia and we
would have been better from a user community to have had a number
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half-way in between, or had them come to an agreement on which
number was best.

Chairman Humphrey. | think that it greatly depends upon the
clearance procedures that you have. If the Secretary of Agriculture,
were chairman of the World Board, and the clearance procedure
required that within 24 hours all documentation must be cleared, this
would eliminate the business of having everyone initial the report.

Have you ever seen one of these documents that clears the Govern-
ment ? Everybody from the fellow that's emptying the wastepaper
basket up to the man that's going to call on the visiting head of state -
has to get his little initials on the side, and of course, they are out of
town half the time. That's been the problem with clearance procedures.

Go ahead, I'm on your side.

Mr. HArRkNESS: | have one last item—

Mr. DESIMONE. Before we go to that, Mr. Chairman, may | suggest
that the wording in the recommendation-‘we could eliminate dupli-
cate numbers floating around in the Government”- is confusing.

I think perhaps part of the problem that Dr. Paarlberg and others
have had, is that what you really mean is that there are confiding
numbers, not duplicate numbers.

Mr. HARKNESS, YEs, OK. .

One other point I'd like to bring out under No. 9, and this is No. 4,
and the reason | put No. 4 about understanding statistical agencies in
other countries is | have traveled in other countries and | hunted out
the person who was the administrator of SRS-type persons in other
countries and tried to understand their statistics system, and they
then—I know what their official number is, and I know in my opin-
ion--and this is strictly my own opinion—how much confidence |
would put in that number, and some of these countries that have very,
very high confidence in their statistical repenting systems-but when
the FAS report comes out, which has been based on attaches’ analyses
and so on and so forth, it would be a number entirely different, because
they don’t believe it.

I think that there is not an understanding hereof what makes a good
statistical system within a country, and we have some systems in the
world which have-which are as good as the United States. They are
not as timely, but they are as good. They may be 1 or 2 years getting -
the information out, but the data, as it was collected, was collected
with very, very sound statistical bases.

Chairman HumpHREY. | think that's a very worthwhile recom-
mendation.

All right, are you through with your statement ?

Mr. HARkNESS. I'm through, yes.

Chairman HumpHREY. Thank you.

[The prepared statement of Mr. Harkness follows:]

STATEMENT oF HoseA S. HARKNESS, DIRECTOR oF PLANNING, AGRI-PRrRoDuCTS
Groupr, CoOK InpusTRIES, INC., MEMPHIS, TENN.

We, as an international trading company, live day by day with the agricultural
statistical information which is available from all sources we can locate world-
wide. Plus, we continuously attempt to verify by our own intelligence where
data is being released untimely or is totally lacking.

Data, to be of the most benefit, must be collected in a comparable manner and
must be released in a timely manner. Both of these factors play a key role with
the organizations under discussion at this hearing.
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I would like to take these organizations one at a time and begin with the Sta-
tistical Reporting Service. This organization is the most sophisticated agricul-
tural data collection service in theworld. Reportsarerele with a timeliness
that exists nowhere else. Quality of the forecasts and estimates are unsurpassed.
The most criticism expressed against SRS is by individuals or groups who, in
my opinion, don’'t understand the system. Improvements undoubtedly can be
made but these become minor when you look at other informational areas world-
wide which lag far behind.

On the domestic scene, let’s look at the Economic Research Service. Prior to
late 1872, the Situation Board issued scheduled reports that would spell out the
situation when released but generally did not look ahead and were quickly out-
dated. As a result, the Situation Board and staff were frequently lagging far
behind the current events and had no reason to catch up until the next regular
Situation report was due for release. A large segment of private industry de-
pended on this service, and as a result were not being kept up to date on the
domestic situation. Since 1972, the SuglpISP\;-Demand estimates released when
there was a new major crop number published have forced the Situation Board
to become more realistic and to keep up to date. As a result, these analyses have
become much more useful to the public. . .

Each Supply-Demand Report needsto be broadened to give further explanation
of the component parts of the supply-demand balance tables. For example, when
changes are made in domestic usage, they need to be quantified. We need to
know if that domestic change was the result of livestock feeding or was it
because of a change in mill consumption or other non-feeding reasons. Such as,
on September 12, 1974, the Supply-Demand report indicated that the feed usage of
corn for the 1974-76 season would be 3,73% 3,859 million bushels. On October 11,
1974, following the October 1 crop report, the Supply-Demand Report indicated
1974-75 corn feed usage at 3,487-3,607 million bushels, which represented a change
of 250 million bushels from September. The October report made the inference
the reduction was the result of declining production. However, the report did
not state if the reduction was concerning the number of livestock on feed or the
rate of feed the livestock would receive. Livestock number and rate of feeding
are both abasic part of the corn market. = o

Now for the Foreign Agricultural Service, it does the best job in the world of
putting world statistics together on a comparable basis. They have speeded up
their release of data considerably since 1972. Prior to. the 1972 crop season, in-
formation on a given country might be two-three months old before released. In-
formation supplied in attache reports might be a month old when submitted,
then the FAS circular was released one to two months later. Statistics are almost
meaningless if a report indicates the corn crop in a given country is doing ex-
cellent but by the time the information is released two months later, the crop
has deteriorated sharply due to a severe drought or crop infestation, To a certain
degree, these problems have been overcome. The development of country balance
tables have been a major improvement in giving a more comparable picture of
the world situation. The analysis of the USSR situation hasbeen good informa-
tion for public consumption; however, a reluctance to change as quickly as con-
ditions might indicate_has been noted. All in all, we feel good effort is being
made to feed information quickly to the public.

The export commitment reports are overall fairly good except for Western
Europe, where speculative buying by countries keeps the actual numbers less
certain.

_ Recommendations, as we see them, for improvement of agricultural informa-
tion systems are: o )

1. The need for better world statistics on livestock numbers. o

2. Continued efforts for speeding up dissemination of foreign statistics.

3. More timely release of printed copies of reports. The time lag is too great
from the pressrelease to the printed report release. o

4. Encourage an effort for USDA personnel to better understand statistical
agencies in other countries. o )

5. Elimination of some apﬁarent duplication of effort by the ERS Foreign
R?ional Analysis Group with FAS by combining these functions under FAS.

. Support for continued research methods in understanding and supplying
timely intelligence for world information. ) )

7. Continued support of SRS sampling and yield research, especially methods
for improved techniques for early season forecasts.



134

8. Support of continued investigation of Remote Sensing such as the LACIE
Program, so that when Remote Sensing is an operational tool, the USDA will
be able to utilize the system both on the domestic and foreign scene.

. A World Crop Réporting Board be set up within the USDA that would
review all sources of country production information (attache reports, foreign
released statistics, weather-yield analysis, check data, etc. ) from all depart-
ments of %overnment on a timely basis. This Board would set a forecast or
estimate that would be acknowledged within government (USDA, State Depart-
ment, etc. ) as the best number. Thus, we would eliminate duplicate numbers
floating within government. This would eventually lead to more credibility
for the private user.

Chairman HuMPpHREY. You may proceed, Mr. Sjerven.

STATEMENT OF MELVIN S. SJERVEN, SENIOR EDITOR, MARKETS,
MILLING & BANKING NEWS, KANSAS CITY, MO.

Mr. SJeErvEN. | am Melvin Sjerven. | don't suppose there is a pub-
lication outside of Government, outside the Government Printing Of-
fice, that uses more of the crop reports and the information of the
Department of Agriculture than we do, and | want to say that some
of the misgivings that we have about information, as mentioned in
my statement are being corrected, and | think the people in the De-
partment should be commended for what they are doing to correct
errors.

And the other thin that hasn't been mentioned is the openness. If
there’s information that they can tell us, we can talk to the people
in the department, and discuss with them how they arrive at a cer-
tain evaluation.

I certainly agree with both of these witnesses, and what they have
to say about the information services. From our point of view | did
want to touch on domestic utilization a little bit, and | did that at
some length in referring to the study which | won’t even go into, but
it's an example, | think, of the important informational service on
the domestic side. | think it's easy for us to get all tied up in looking
at export projections and carryover projections and not to pay any
attention to nutrition and the domestic side of business.

The study itself, entitled the Schnake-Leath Study, recognizes one
limitation, and there is another study of the household food consump-
tion survey which incredibly comes out every 10 years, and it ranks .
with the Bureau of census and Manufacturing as being an untimely
report, and hopefully something will be done about that on the do-
mestic side, or at least that these kinds of studies will be done in
some particular place other than the household consumption survey.

But certainly once every 10 years is not enough to publish that kind
of domestic utilization information. About the number of reports-
if there was in 1972 a scarcity of information about what was going
on, we may have a surplus of information now, and maybe the effort
is to eliminate all surprise., and if that's the case, we question whether
that in itself is a desirable goal, unless uncommon confidence prevails
in the accuracy of those projections.

While we would commend FAS and ERS for their data, there is
one report that causes a lot of problems-one conflict of reports, and
that is the conflict between the exports as reported by the Foreign
Agricultural Service in their Weekly U.S. Export Sales, and actual
inspection as reported by Agricultural Marketing Service. There was
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a 53 million bushel discrepancy at the end of the crop year. Well, any-
one who is using one or the other of those reports, you could see what
it would do to your carryover.

I notice this year’'s total, the first 2 months of the crop reporting
that those two figures are very close together. Now, maybe somebody
has already corrected that, I'm not sure.

Chairman HumpHREY. Yes; that is something we should check into.

Mr. S3erVEN. The things that | have in my statement are exclusive
of flour.

Chairman HuMPHREY. Yes.

Mr. SIERVEN. Flour is even worse, but it's a smaller amount. Flour
is even worse though. Flour is 40 million bushels exported, and I
think the export sales show them much higher than that.

So that becomes difficult. And in defense of FAS, I guess | can say
that they always put a cautionary statement on there saying that it's
a mistake to add these things together and come up with that, but
then they proceed to do it themselves in the report. And we do that.

Getting back to what Mr. Harkness said, too, if you have conflicting
numbers floating around, both numbers have the imprimatur of the
Department of Agriculture and any newspaper, any publication like
our own that picks it up and uses it, we explain it, but I'm not sure
really how many people read the explanation. They look at the tables,
and this is a figure that has imprimatur of the Department of Agri-
culture and that's what they accept it as. And that much of a gap is
too much.

We certainly hold a high regard for the integrity of the Statistical
Reporting Service, and nothing was detracted from the intense inter-
est in the reports, but I do have one interesting and almost amusing
little objection from our friends in our part of the country, Mr.
Humphrey.

Arizona is probably going to replace Montana as the second largest
producer of durum in 1976, and it isn't even listed as a durum-produc-
ing State in the crop report.

Chairman HumpHRrEY. | would like to include this in the questions
we'll be sending to the Department officials, and tell them I am doing
this on behalf of Barry Goldwater.

Mr. SJERVEN. There is enough acreage contracted in Arizona this
past year so that it was very close to Minnesota in durum, but it's
probably going to replace--and it's fall-seeded durum.

Chairman HumpPHREY. Yes.

Mr. S3erveN. And our macaroni manufacturers wouldn't like it very
well, but the Italians would like it and the exporters are selling it.

Here’s another problem; you see durum is a small crop, and here
is durum that is not produced according to the production report,
but it is exported according to export reports.

Chairman HumpHREY. Very interesting analysis. This is the kind
of thing that we should bring to the attention of the Department.

Mr. SJErVEN. The Census of Manufactures, as was discussed, is un-
timely. It is a fine benchmark report, | can't say enough for it, but it
just is untimely when you get it.

This is not in my statement. It has come up since | issued the state-
ment, and is a matter of concern to me in the area of information, and
that is the manner in which the ban on exports was extended to Poland
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without the knowledge of the Department of Agriculture. What in
the world does it do to our understanding of the flow of information if
we have a projection of what exports are going to be in another depart-
ment of the Government, and it can intervene or does intervene and
say that this is the way it's going to be. The same thing applies, to
some extent, to the negotiations of long-term agreements. If that is a
State Department function without coordination or equal status for
the Department of Agriculture, we worry about what it does to the
flow of agricultural information.

Chairman HumPHREY. Also, | think it poses the problem in refer- .
ence to what we call regular customers. If we have a decline in produc-
tion, and we have an agreement on the fulfillment of certain levels of
a crop, or of exports, what do we do? Is this amount taken out of the
domestic market at the expense of the American consumer? Or are
the amounts sold to regular customers like Brazil, Japan, and the
United Kingdom reduced ?

Mr. SserveN. Well, Senator, | guess the first thing you do in nego-
tiations is negotiate an escape clause in it. In 1974-75 we couldn't have
exercised the 10-million-ton minimum agreement with the Soviet
Union,

Chairman HumpHREY. That's right.

Mr. SJerVEN. Look what we’ve done to the carryover of wheat and
corn, and if we had a 10-million-ton agreement with the Soviet Union
in 1974-75 we would have had to use an escape clause, and | assume
if we have that kind of an escape clause, they would want an escape
clause for when their crop is too big.

In other words, the only time this kind of agreement really works is
when you don't have to use it.

But it does affect information. because, as you say, if we have that
agreement, then what about those other customers, those other tradi-
tional customers, what about the American consumers.

«I1t affects our total information system. And one other point
quickly and that is Dr. Paarlberg also gave a very important speech,

I thought, last week in which he indicated that the agricultural estab-
lishment has lost the ball in establishing farm policy, and the agricul-

tural establishment he described as the Department of Agriculture, the
congressional committees on agriculture and that the new agenda on
agriculture has as its No. 1 item, food prices, and specifically how to -
hold them down.

Now, if that be true, what effect does that have on what projections
really mean. because in my mind that means that somebody back here
is going to be sitting there with a price limit in mind” to the farmer,
and when it reaches that level we have to do something about it.

Chairman HUMPHREY. Well, if that's going to be the policy, at least
it should be debated and decided upon. If we're going to have a maxi-
mum on price, as well as a minimum on price, and a maximum on
production as well as a minimum, these are things that should be
decided on as policy issues by the Congress of the United States in
consultation with the appropriate departments of Government.

Mr. SservEN, Thank you, Senator.
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[The preparedst@=t of Mr. Sjerven follows:]

STATEMENT OF MELVIN S. SIERVEN, SENIOR EDI TOR MRBKETS, M LLING & BaNkl NG
News, KanSAS C Ty, Mo.

My name is Melvin S. Serven. | am senior editor for markets of Milling &1
B%king News, a weekly trade magazine for managers in grain, billing and baking’
industries.

In addressing the question of what improvements in the Foreign Agricul-
tural Service and the Economic Research Service have been made since 1972--
1973, and what further improvements are feasible, we would want to state at the
outset that we have been very much impressed with improvements over that span
of time, and that commendation is accompanied by strong urging of further im-
provements. A case in point claimed much attention in our publication in recent
weeks and | would like to discuss it in some detail as one example of the kind
of improvement we havenoted. ] ) -

Rarely are editorials in Milling & Baking News continued beyond a single

age and in nearly all issues two editorials make up that page. But, scheduled
or publication in our issue of Oct. 7 is an editorial entitled “A Landmark Study.”
That this editorial will fill the page plus half of another gives some indication
of the si?nifican(;e we attach to the study. May | read the introductory para-
graphs of that editorial? ] ] ]

“Consumption analyses recently issued by the Economic Research Service of
the U.S. Department of Agriculture fill a void in data about flour and baked
foods usage that rank publication of the information as an important turning
Eomt in breadstuffs knowledge. Published in detail in the August 26 and Septem-

er 2 issues of this journal, the study provides facts about past and current
flour consumption trends of a type and of a value never before available. Of
even greater imﬁortance than the information about the past and present are
the clues that the study presents on future flour consumption trends. When
combined with the information ‘mined’ from the 1972 Census of Manufactures
for flour milling and baking, which have been extensively reviewed in a number
of earlier issues, it would appear that breadstuffs marketing managers have
more reliable and more productive statistical tools available to them currently
than ever before. ) .

“On this score alone, the industry owes a great debt of gratitude to the study’'s
authors, both young holders of doctorate degrees in agricultural economics. Dr.
L. D. schnake'is stationed at the Grain Marketing Research Center at Man-
hattan, Kansas, the federally-funded facility charged with studying all aspects
of grain and products markets. Dr. Mack N. Leath is with the Prairie Village,
Kansas, office of the Agricultural Stabilization and Conservation Service, where
he is project leader for systems analysis in the Grains Program, Area. Many
people probably need to be thanked on behalf of the industry for encouraging
this pioneering work. Right at the top are Dr. Quentin M. West, administrator
of Economic Research Service, and Secretary of Agrglculture Earl L. Butz. Grati-
tudefor the study is accompanied by voicing 0f the hope that the work will be
funded for continuation.” ) ) o

Obvioudly, the Schnake-L eath study struck a responsive chord in the editorial
offices of our publication, which we reflected in the amount of coverage we gave
to it. The innovative efforts involved, in our opinion, go right to, the point of
these hearings into the timeliness and accuracy of current” information on agri-
culture. This study recognizes the limited usefulness of the Household Food
Consumption Survey, which has been the major source of information on wheat
products consumption, but which is published only once every 10 years. Our
excitement over this study also reflects the importance to domestic users of
grain and to the growers of the data provided by the various branches of the
D?artment of Agriculture. )

Iso in the domestic utilization area, we see the need for more attention to
wheat feeding mlci)arncular and animal feeding in general, instead of treating
such usage as residual. ) ) i

In milling and baking, there is considerable discomfort over whether we have
a problem of iron deficiency anemia in this country, or whether that situation
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has been politicized. We suggest that the measurement of nutritional well-being
ought to be assigncd to somone.

Turning to the issuance of projections, estimates and reports generally, in
our opinion it can be said that if there was a scarcity of information in 1972
there is almost a surfeit of information in 1975. Once issued, forecasts tend to
become subjective and, with an increased number of forecasts, sometimes it
appears that the forecasts themselves have a multiplier effect on any problems
involved. We sometimes wonder if the issuers of a proliferation of projections
at times are not under pressure to eliminate all surprises. We question whether
that in itself is a desirable goal unless uncommon confidence prevails in the
accuracy of the projections. . . . .

With a few notable exceptions, we find the current informational reports of .
the Department of Agriculture to be timely and accurate.

We do have a few significant problems.

One of the more troublsome is the conflict between wheat export inspection
data as provided by Agricultural Marketing Service and accumulated exports
as reported by Foreign Agricultural Service in its weekly issuance of *U.S. Ex-
port sales.” 'Export inspections data as published in“Grain Market News”
showed July 1974-June 1975 wheat exports, exclusive of flour, at 993, 236, 000
bus. Thetotal shown in “U.S. Export Sales” was 1,045,900,0(M) bus., also exclu-
sive of flour. That disparity of 53 million bushels is enough to throw out of Kilter
evaluations of data using one or another of the reports. Careful reading of the
reR/cl)rt reveals that Grain Market News figures are inspections as reported b
AM.S. and that U.S. Export Sales figures are reports by exporters to F.A.S.
Nevertheless, both are published with ‘theimprimatur of the Department of
Agriculture. We have noted that thus far in the new crop season the two figures
are closer. together. . _

“Theseriousness of the kind of problem | have just described is that the con-
flict in Information, even though it can be explained as coming from different
sources, has a deleterious effect on the credibility of ather information issued
by U. U.S.D.A. We think a need exists to coordinate information derived by the
various agencies before releases are made. o o
. We hold in high regard the integrity of the publications of Statistical Report-
ing Service. Nothing has detracted from the intense interest concentrated on
its monthly estimates of crop production. Those estimates are based on the con.
dition of crops at the time of the S.R.S. survey, “and assuming normal weather
will prevail for the balance of the crop growing season.” Recent yearn have shown
that the assumption of normal weather is often misleading and perhaps weather
technology will provide an alternative. .

Crop production data also do not reflect the expanded durum crop of Arizona.
Based on reports of contracted acreage, it appears that Arizona could emerge in
1976 as third or even second largest producer of durum after North Dakota.

We find very valuable the situation and outlgok reports of Economic Research
Service. We would encourage expansion of studies dealing with domestic wheat
utilization by class and, again, treating livestock feeding in greater detail. .

Census of Manufactures reports as issued by the Bureau of Census provide
valuable benchmark information, but they would be much more valuable if
issuance were more timely. . . .

We are aware of advarnced technologies, such as remote sensm? and analysis of
weather data and urge more research and applications, but thus Tar we have seen
few timely reports emanating from utilization of the technologies. . .

We find the World Grain Situation publication of Foreign™Agricultural Service
of great interest and of |_mpr0vmﬁ value. Sometimes its evaluations differ signifi-
cantl¥ with the international Wheat Council, but we find the data of special in-
terest. Tracing the deterioration of the U.S.S.R. ct;_ram crops claimed special
attention this season. Question arose from time to time whether F.A.S. lowered
the Soviet estimate as much as its information indicated because of concern over
the credibility of a report sharply lower. But certainly it must be said that
information on Soviet grain Rroduction-and grain production around the
wor [d—was made available much more quickly than in any previous year and for
thisthe Department should be commended. ]

" Certainly advances in information technolo?%/ should be pursued and utilized
to a maximum in view of the tightening of the world food situation in recent
years. We fed that (f:]over_nment agency responsibilities should shift from provid-
ing a proliferation of projections and estimates to a coordination of information
with special emphasis on consumer needs. In the process, some shifting of respon-
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sibilities among the agencies would undoubtedly be in order. Certainly, conflicting
data should bereconciled as much as possible. ) )

Our best hope is that hearings such as these will lead to further refinements
in information systems. We feel that great progress has been made since 1972,
Thank you for providing us this opportunity to express our views.

Chairman HuwmpHREY. Mr. Keefe, please proceed.

STATEMENT OF DAVID KEEFE, LAMSON BROS., CHICAGO, ILL.

Mr. Keere. Since you are talking about a shortage of time, I'll try
to be brief. Actually, several good suggestion have already been made
in the information submitted by m fellow witnesses. Also,to be very
frank, the presentation by key USDA officials yesterday and today
confirms that they have already aggressively initiated programs to
improve on the accuracy and timeliness of reports on the world food
situation.

One thing I'd like to submit in which we have put together on this
world food situation is a graph depicting a gradual decline in world
carryover of food and food grains stocks since 1969. We have found a
great deal of interest in this at seminars in the Midwest, especially
among grain dealers and farmers you referred to earlier. I would like
to pass out a few copies of this graph to show that if one does put a
limit on exports, and in effect a limit on price, a potentially dangerous
situation could develop within the next few years regarding world
food supplies.
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Just real quickly, since 1969 the world food and feed grain supply
has basically been trending downward to a point where last year, corn
went to a record price of $4 a bushel and so beans went to $9 because it
looked like we were going to have the smallest carryover in recent his-
tory, certainly on a per capita consumption basis. The things that
helped avoid this and caused grain prices to eventually decline were the
tremendous reduction of livestock feeding and a few other abnormal
developments such as the limitation on export business with Russia.

Also of major significance ~ was the prospects of a record crop this
year which looked like it was going to bring up this low carryover of
roughly 85 million tons up to about 125 million tons, hopefully ending
this downtrend in world stocks.

However, with the recent cuts in the 1975 crop in U.S.S.R. or U.S.A.,.
you are back down to what Assistant Secretary Bell said yesterday,
"to a point where stocks probably won't increase this year.” Frankly,
I think some people feel that if prices stay at the current relatively

cheap levels you may even have a further decrease in stocks by next
summer.

Then the point comes up, what if you put an upside limit on prices
and we do not expand production next spring? If you get another bad
crop, what is going to happen? We do not have another 80 million
tons to lose now in the food reserve like back in 1969. Hopefully we'll
have good crops next year to build back up the reserve that Assistant
Secretary Bell has indicated is likely to happen, if not next year, by
1977-78.

“But there is, as you've probably heard, some strong predictions from
some prominent meteorologists that you may have trouble again next
year ‘with weather in the major world crop areas. If we do, | think
putting a limit on exports and therefore on prices in this area, is
extremely dangerous. | would much sooner pay a higher price for food,
And be able to, than have someone put a limit on price and discourage
production here.

That's, about all I have except to say that the USDA is doing a
tremendous job in surveying and reporting on this rapidly changing
and complex world agricultural situation. The one thing | would
suggest is that maybe more of this voluminous data be presented in
graph form, such as the one submitted here. It would be more easily -

and quickly understood by the grain trade as well as the general
public, which needs to have a better understanding of this situation,
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Incidentally, one other graph that is a way of looking at this thing,
is that world production has been expanding and even with that, the
carryover stock is going down because per capita consumption is in-
creasing. We personally have had a lot of talks with farmers and
grain elevators and feed and food processors and users. They all tend
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to say that before we, as a nation, agree on something like export
controls which will discourage next year’s crop production let’s look
what is happening to food reserves; and let's get this reserve built up,
before we tell the farmers we’re not going to allow further exports,
and thus reduce or eliminate their profits, which is kind of what sounds
like might be happening at high levels here in Washington.

Chairman HumpPHREY. Yes, you mean the limitation on price?

Mr. Keere. The limitation on exports which has a bearish impact
on price. If corn prices go up should Government be able to cut off
exports. My own judgment would be that an adequate supply of
agriculture-food-commodities is too critical a factor in the life of
society throughout the world for any group, however smart they
might be, to decide whereto place a price limit on food.

Chairman HuwmpHREY. | want to say that | have the greatest respect
for the people who try to manage and conduct our foreign policy, but
to understand agricultural economics is not exactly a simple trick, and
it isn't something that you get by being in the diplomatic sections of
our Government and the State Department. This requires a great deal
of experience and also keen insight into the makeup of the farmer.

Mr. SJERVEN. Senator you've preached the gospel of reserves for
how many years at the annual GTA meeting in St. Paul? I don't know
how many years.

Chairman HumpHREY. | started in the 1950's.

Mr. SJERVEN. And you—

Chairman HumpHREY. And | tell you, we are coming closer. You
would be surprised. | had a meeting yesterday with Senator Bellmon
about this. We've been sitting on two sides of the table here arguing
about reserves, and now we're just about that far apart right now.
You can just about slip a little piece of paper in between, When we
get it locked together we're going to put a high and low block on this
government, and we're going to finally get a reserve program. It
would basically be farmer held, The only time the farmer has to pay
that interest charge is when he sells his crop. We'll have a trigger
mechanism where he can sell his crop, let's say, at 150 percent of a
good loan rate, or so.

Mr. KEEFE. Yes.

Chairman HUMPHREY. When he gets the price, then he's capable of
paying for storage charges and interest. The only time that the Secre-
tary could release any of that crop under the loan program is when
there is 200 percent of the loan rate. | don't trust Secretaries that are
under constant political pressure to pull the skids out from under our
producers

We've got a big battle going on here about this, I've got friends on
both sides. Our friends that are in what they call strictly consuming
States, assume that the protection of the consumer is by the protection
of the price.

Mr. Keere. Yes, right.

Chairman HumpHREY. Well, that is a protection for the consumer,
if you can get anything to consume.

Go ahead.

Mr. Keere. Excuse me, Senator. Just one example of that is the cur-
rent hog situation. We have the smallest per capita hog supply since
the depression.
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Chairman Huwhrey. Yes.

Mr. Keere. Bacon is now $2.50 a pound, and partly because of this
price control thing of the past 2 years. Especially  the farmer, he will
react so strongly against that. If he was less independent. | guess it
would be different. But he has reacted so strongly against price con-
trols we now have a meat problem in this country, and we could have
a problem in grain if we restrict exports and if we don’t get good
weather next year. Hopefully everything is going to be OK, but I'm
just saying we're approaching a minimum supply situation which
suggests we have t o be very careful.

Chairman HumpHREY, We also have the problem of feed prices for
farmers. After all, farmers are the greatest consumers of feed grains.
one of the reasons that I've always advocated some kind of a reserve
was that it gave the farmer, who uses the feed grains, an assurance
that there was a supply.

Mr. KEEFE. Correct.

Chairman HuwmpHREY. The biggest problem for these farmers is
they get up on the mountain and then someone pulls the trap down
below and down he goes into the bottom.

I believe that there are some questions we wanted to ask these
gentlemen.

Mr. CorbaRro. | have one question, Senator Humphrey.

Chairman HuwmpHREY. | will have to leave in a few minutes but |
want you to continue. And | want to thank Charles Frazer of the
National Farmers Organization, Jerry Rees, of the National Wheat
Growers Association, Gene Hamilton of the American Farm Bureau,
and Reuben Johnson of the National Farmer% Union for being with
us today. You all have prepared testimony, do you not?

Mr. HAMILTON. Yes, sir.

Chairman HumpHREY. Your prepared testimony will be made a
part of the record. I would like you to know that we will pass on to
USDA your concerns.

Go ahead, Mr. Cordaro. Is it all right with you if we proceed that
way ?

K/Ir. DADDARIO. If you would like us to, Senator, we certainly shall.

Chairman HumpHRrEY. | think we should. I have to be on the floor of
the Senate, but you may proceed under my authority. Thank you.

[The prepared statement of Mr. Keefe follows:]

STATEMENT OF DAvID KEEFE, LAMSoN BROTHERS, CHIcAGO, ILL.

| am David Keefe. general partner and head of Lamson Commodity Group.

Lamson Brothers is a 101 year old New York Stock Exchange member firm,
headquartered in Chicago, with branch offices throughout the corn belt. Approxi-
mately half of our total revenue is derived from commodity futures business,
which is predominantly grain and livestock due to our geographic location and
Iong history in the cash grain business. . ) )

ur primary objective is to service our large commodity clientele via proper

execution of commodit%/ futures orders and timely information regarding perti-
nent developments affecting commodity markets. Any comments I make regard-
ing the timeliness and accuracy of agricultural information are my own and are
to be considered in the light of LamsSon’s primary objectives. Please understand
that | am not a spokesman for the Chicago Board of Trade.

A. SUMVARY OF COMMENTS

1. The analysis and publication of outlook information should be consolidated
under one agency, probably ERS.
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(a% IWorld food feed grain summaries and outlook reports should be updated
monthly.

(b) 'the complexity and extent of data required in the commodity area is such
that many observers are unable to benefit from it. Therefore, more simplified
graphs or charts should be used to summarize pertinent changes that may occur
oréda monthly basis, for marketing participants and consumers via various news
media.

2. The USDA has done an admirable job of adapting to the dramatic changes
that have occurred in the world food/feed grain situation in the last three to SiX
ears.

y (a) However, these changes have created a situation in the commodity mar-
kets where risks have increased significantly. .

b) Therefore, staff, organization and budget changes to meet this new need “
should receive high priority in the months ahead. Far too few people understand
the serious changes in our world food supply situation that has occurred in the
last few years.

Mr. CorpARro. | would like to introduce Mr. Daddario, who is the
Director of the Office of Technology Assessment and Mr. De Simone,
who is the Deputy Director. | just have one question that I would like
to ask you all to comment on.

There seems to be a general feeling that the private sector is better
able to estimate what's actually happening in the world. | know that
many people felt Milling and Baking News was on top of the 1972 and
1973 wheat sales long before they were being reported by USDA. There
are also many people that feel that the five or six top grain companies
have a much better idea of what the supply and demand situations are
because of the analytical techniques that they employ.

We are interested not only in how you use USDA's information,
but if their analytical techniques are devices that you employ, such as
the computers.

Mr. SJERVEN. We have spies.

Mr. CorpARO. It's that simple?

Mr. SIERVEN. The reason that Milling and Baking News was ahead
of the Department of Agriculture and we were telling the Department
of Agriculture what was going on if they would listen, is that the
Department of Agriculture at that time had a hands-off policy. They
had surpluses and they were paying subsidies and they wanted to get
rid of the grain, and they had no idea that these sizes were there. Now,
I'm convinced absolutely that no one in the Department of Agriculture,
no. one in the government had any idea how much grain the Soviets
were goi ng to buy in 1972. We were paying subsidies and once the
business was underway, there was contrary to-almost a 180 degrees
difference from the current situation and there was at that time not a
special desire to know what was going on.

There was the feeling that we've got all the grain we need, and the
reserves and bins are full all over the country, why worry about it.
Just let the business get down, the subsidy payments will tell us how
much is done, and we'll know.

There was just a real desire to avoid knowledge about the grain
business and what was going on. Now, of course, it is just the opposite?
and you have the Department of Agriculture doing a fine job of fine
tuning and orchestrating what is going on, and whether it be monitor-
ing. or whether it be approving or disapproving of it.

Mr. CorbpARO. As a reporter, when you are confronted with conflict-
ing estimates--one from USDA and another from ClIA—what kind
of analytical techniques can you employ to try to resolve the

discrepancies?
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Mr. Sierven. W1, we have to rely on incoming information. We
don't have computer technology and that sort of thing. We use Mr.
Harkness' computers. No, we have contacts with—I really don't mean
that. That shouldn’t go in the record.

We have very close contacts with everyone in any kind of business
having to do with grain and flour, and so we get our information from
them, and | assume that they are gathering it through their different
ways of doing it and we rely very heavily on the Department of Agri-
culture. We think very highly of the information which the Depart-
ment puts out.

Mr. CorbpaRrO. Do you feel that there is any information that the
l)epartment is disseminating that is redundant or should be
eliminated ?

Mr. SIErRVEN. Yes; | had in my statement some specific items. A
couple of places there I think I suggested that rather than more pro-
liferation of reports, that somehow more important to me right now
is to be sure that the reports are reconciled, where you don't have these
conflicting numbes.

Mr. Corparo. Then you would support Mr. Harkness’ recommenda-
tion?

Mr. Sserven.  Yes, right.

The other thing is that once a report is made it becomes subjective
and that's in my report as well. And then when a regular report comes
out and an agricultural supply and demand report follows it, then
maybe it’s timely. But then comes a wheat situation, which has already
been made out of date by the agriculture supply and demand estimates
which were put out 2 days earlier, or something like that. This was
al ready,. you know, the data was gathered earlier, there’s too much.
I think it's too much.

I think that there’s a great deal of pressure put on unfairly on some
of the people. They didn’t complain to me, but I just think that they
are unfairly asked to analyze too quickly a significant crop report,
and to come out with the supply and demand estimates the next day.
That seems to me to be asking a lot of an analyst. Maybe you don’t
agree with me on that, but I think that is true.

Mr. CordARo. | would like to get Mr. Harkness’ comments on what
the effect of the long-term trade agreements might be on the grain
industry.

In other words, would Cook Industries, Inc. or the other four or
five major companies favor or oppose such an agreement!

Mr. HARKNESSs. I'm not--1 guess I’'m not in a position to speak for
the company on that. I'm not fully sure of management's feeling on
that.

Mr. CorDARrRO. We appreciate that.

Mr. HARKNESS. All | could do would be to go back and to support
Mel's comment earlier about the fact that how is an agreement of this
type going to work, and the only time it works is when it's not needed,
when it's totally not needed. If we've got scarce supplies how do we
shut off if we can’'t ship 10 million tons? If they've got surplus supplies
why how do they shut off not taking it in?

Mr. CORDARO. Could you comment on the analytical techniques that
Cook Industries, Inc. and other grain companies utilize, such as the
computer models for growing crops, and how you make use of weather
and remote sensing information ?
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Could you elaborate on how useful that is as an addition to the in-
formation that USDA supplies?

Mr. HARKNESS. Well, our techniques we mainly probably geared for
timeliness. In other words, any time a number comes out from USDA,
and let’s say, especially a crop report comes out, that's a base, and at
3 o’clock in the afternoon when that report is released, at 3:01 p.m.
no matter what our thinking was beforehand, our thinking is that, as
of the first of the month, that's what it was.

And this is the attitude that we take on most Government statistics
is that this is the base, but there's a timeliness here and it's a—so we .
find techniques which will indicate ahead of time what something
else is  going to say. And one point | would like to make along this
line is t e fact that | repeatedly hear out of FAS, Well, we haven't
heard from the cable we've sent 2 weeks ago.” If we want to know -
something today we pick up the phone and we call. We don’t wait to
send a cable, and because these kinds of things you need to know now,
and you don't need to know 2 and 3 weeks from now. And | don’'t know
if this can work within the Government, that you pick up the phone
and call, but by the same token this is one solution we have to the
timeliness problem.

Mr. CorpARO. When the August 11 crop report comes out, you know
that reflects the conditions as of August 1. By that time, you've already
accounted for what's happened during those 10 days.

Mr. HARKNESS. Yes.

And we're continuous analyzing all the known components of what
makes a crop report. We, with public knowledge, or things that are
most public, are--our actual precipitation data and temperature data.

Mr. CorpArO. Do you think the Department could decrease this 10-
day lag? You obviously do it.

Mr. HArRkNEss. We do it, but | think that's our job to do. In other
words, on the 10th of September when they come out with the report,
no, I don't think they should be asked that that report be as of the
10th of September.

I don't think that it's their commission. Their commission is to come
out September 1. Now, if some kind of a—I'm not necessarily advocat-
ing this, but if we within the United States need some kind of an up-
date system, you still leave that report as of September 1, and Wine- .
body in Government determines a way to update and try to shoot to-
ward the next one, but I'm not advocating anything.

Mr. corbaro. What kind of premium does Cook Industries, Inc.
place on information? Is 1 percent of the total budget spent on re- .
sources and techniques, or 5 percent?

Mr. HAarRkNESS. | am not sure. because I, as an information source of
Cook Industries, have an unlimited budget. I mean, in other words, if
there's a job to be done, I'm there. So | don't even known what my
budget is as part of the total.

But I think to emphasize one point though of the priority that is
put on, in mid-August | was standing in a cornfield in lowa one day,
and 48 hours later I was standing in one in France. We had a drought
in lowa and we had a drought in France, and they had to be assessed.
It's just a matter of timeliness, because these things can't wait.

Mr. Corbaro. Thank you very much, Mr. Harkness.

Mr. HARKNE Ss. Yes.
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Mr. CorDARoO. Mr. Daddario do you have any questions?

Mr. Dabbario. No. Thank you very much, gentlemen

Mr. CorpaArRo. Thank you very much.

As our nexi panel of witnesses, we have Mr. Frazier, Mr. Hamilton,
and Mr. Johnson.

In the interest of time, please summarize your statements. What
we’re principally interested in here is finding out what the end user’'s
prospective is. There's a great deal of information t hat the Depart-
ment of Agriculture collects, analyzes, and disseminates. There's a
good deal of information that comes out of the Congress. Congress is
intrinsically dependent upon that information which comes from the
executive branch . They are also intrinsically dependent upon infor-
mation that come to them from the various farm groups and farmers.
Congress in this case has asked OTA to make an assessment, to identi-
fy ways to improve its capacity to analyze this information and to
make independent analyses of the validity of the information coming
on a timely basis.

Could we begin with Mr. Johnson?

STATEMENT OF REUBEN JOHNSON, NATIONAL FARMERS UNION

Mr. JOHNsonN. First let me commend very highly the colloquy that
Senator Humphrey carried on with the representatives of the Depart-
ment of Agriculture. Certainly the line of his questioning and discus-
sion with the USDA witnesses demonstrated his deep understanding
of the function of the whole bureaucracy and particularly the Depart-
ment of Agriculture and its statistical gathering operations.

Let me also say that | appreciate deeply the pressure of time the
Senator is under because | was at a hearing this morning regarding
our grain inspection system which he chaired most effectively and is
one of the important developments in the. testimony that I've heard
in regard to the grain inspection system.

Second, | may shock a few people for making this statement-but
we in the Farmers Union generally find the Department of Agri-
culture’s statistical information and related resources to be highly
useful to us.

As | reviewed the areas of concern in my organization | would make
several comments in terms of some general areas that we follow quite
closely in terms of agricultural reporting.

The first one of these I'd mention would be what we call the cost-
price squeeze.

We are constantly reading the indicators on price levels and what
movement they are taking. In this connection when we talk about cost-
price squeeze, we relate directly to measurement provided by the parity
formula. This formula is set forth in the basis agricultural statutes.
Statutory law and | stress this point, relating to agriculture, and dat-
ing back to 1938.

The parity formula dating back to the 1938 Agricultural Act has
been amended on several occasions-it's been modernized. It still func-
tions, we think, to accurately portray how well farmers are doing—
relating the prices they receive to the prices they pay in the calculation
of the ‘(parity ratio,” We are greatly dismayed by the fact that Secre-
tary Butz never uses the term. He completely ignores it, and it is a
tragedy that we have a Secretary of Agriculture who ignores a con-
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gressional mandate that sets forth the most realistic measurement that
we could possibly have to reflect how well farmers are doing.

And | hope someday we’ll get that situation turned around.’

The Department of Agriculture could devote more of its energy to
reporting on the relationship between price that the farmers receive
and the price that they pay, and they could do a much better job than
they do of reporting on what that parity ratio is, which is calculated
on the basis of movement of these indexes. That's the first area of our
concern.

The second area I'd mention is the area of supply and demand. In .
our Farmers Union News Service, we provide our States through a
TWX operation, which is the Western Union Wire Service, informa-
tion regarding supply-crop projected supplies. Hopefully, we're get-
ting information to our editors in the country that they can use effec- .
tively to give some guidance, at least, to members in terms of the
“market forces relating to supply and demand.

The third area that I'd like to mention that we constantly are look-
ing at, and need information with regard to, are the marketing mar-
gins. We do have a sincere interest in our organization in seeing that
consumers get a fair break. We therefore need to have more informa-
tion in terms of economic concentration in the processing and r&ail-
ing establishments> and -just what marketing. margins mean in terms
of the interest not only by farmers, but consumers also.

The fourth area that I'd like to refer to relates to the crop report-

‘ing, crop and livestock reporting information of the Department. |
know that there have been criticisms made of inaccuracies in the
Departrnent, and vet | think when we really get down to it, we've got
the best, system of livestock and crop reporting of any nation in the
world. It “is a forecasting system, and you can't always come out right
on target.

Incidentally, let me say | do support the views of those who indi-
cated that there should be some attempt in the Government to resolve
differences when they occur, just as they hammer out differences in
the crop reporting board before they. make their forecast.

I believe that that kind of interaction—it may take time-but that
kind of interaction would be useful in terms of getting the numbers
that are more reliable. Where there are differences and there is some
procedure here to resolve them, we're going to get more accurate °
projections. I'm glad to be here. That's all I've got to say.

We have a lot of concerns with Secretary Butz and his policies,
but this is not the kind of hearing where we should air those concerns.
You are here examining the informational processes, and I'm saying
that they function well. There are obviously some areas that we would
like to see stressed against others, and these I've mentioned.

I'd be happy to respond to your questions, | look forward to my
two illustrious colleaques and their comments.

Mr. CORDARro. Thank you.

Why don’'t we go on to Mr. Frazier?

STATEMENT OF CHARLES L. FRAZIER, DIRECTOR, WASHINGTON
STAFF, NATIONAL FARMERS ORGANIZATION

Mr. Frazier. Mr. Cordaro, I'd like to comment briefly on three areas
of interest, and | should preface those remarks by pointing out that
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our commodity departments in Corning, lowa, of course, have daily
interest in the products of the various reports that you have under
consideration.

From another standpoint we are interested in the effect of these
various Government reports and projections on markets that seem-
ingly at-times have nothing to do with the facts.

In other words, | believe there are two aspects of this whole area of
concern that are very significant to farm people. Now, thinking of the
facts | want to join others in expressing a sense of admiration for Dr.
West, Mr. Hume, and Dr. Paarlberg, the men from the Department
who must struggle with these things year in and year out. Those of
us who have been close to that Department for a number of years
know that it's most difficult to resolve variations in reports, reach
compromises, and_come to some conclusions for a public statement.
We appreciate their difficulties.

In all of their fine work they may have difficulty today in assembling
timely information on the consumer end of the market. In other words,
I wonder whether they have an opportunity to get current data on
consumer preferences, trends, and changes that will be reflected
months or a year later in the type of government analysis that is
always so safe to make on an after-the-fact basis.

One can well imagine that they may need if not new methods, at
least some new access to data of this type. By the same token those
of us working with legislation are all too well aware, as Mr. Johnson
just pointed out, that the data available in the Department with
respect to the cost of farm inputs may also be rather outdated by the
time it can be worked into parity price reports, cost of production
indexes and similar data that are rather important in the decision
process, both in the Department and here in the Congress.

I have in mind things which relate more to the ability to gather
and assemble this data in a timely manner. | rather suspect that their
major sources are the industries, they may, be well worked out and
quite honest in the final analysis, but it's a matter of timeliness and
availability y of the data that is of concern to some of us.

In the second subject area, | do support the thoughts of Mr. Hark-
ness and others that spoke of a world crop reporting board. | quite
frankly am a little skeptical of what might be done in a formal board.
The data, of course, would be only. as valuable as the capabilities and
the honest-y of the people, assembling and submitting it for the vari-
ous areas of the world. Nevertheless we do like the idea if it can be
developed.

That one leads me to the third point, and this is even a little more
difficult to express. | like to think of it this way: | wish we had in this
(government perhaps at subcabinet level, the willingness to be a little
more daring in the use of such statistics as are available.

In other words, all of us understand quite well that in each of these
commodity areas in USDA, for example, there will he one, two. or
three persons that are well recognized as specialists in their field. They
know the overall picture with respect to a given commodity area,
whether it be feed grains, or hogs, or cattle. oils. or what have you.

Now, I'm only asking that your group consider that the fine formal
USDA reports that are made available to us generally under the
three categories: Situation reports, crop reports, and supply and de-
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mand situations are outdated by the time they are released. | do not
mean to suggest skullduggery or illicit action of any type but we must
realize there are a few people who can afford the type of intelli-
gence needed to make good market decisions. Most of them are the in-
ternational trading corporations.

I don't think that it's necessary for a government officer to be abso-
lutely safe in his backup data, and have all the charts perfectly
drawn, to make a commodity statement reflecting estimates of market
probabilities based on intelligence reports from attaches and others.

We have a number of people both in the trading world and in our
farm organizations who must make their best guesses in sales and bar-
gaining programs. Individual farmers must take whatever they may
have andmake decisions. They are sufficiently mature to understand
very well that an projections representing crop conditions, markets -
or foreign demand in 15 or 20 countries scattered around the world is
a specul ative matter. They do not expect the Government officials
to have it in the form of a final accounting report but they would like
to be advised of what is available from time to time.

So | just want to make a little plea for some type of action that
would draw together the intelligence not now available to farmers;
I don't care if it's from the Department, CIA, the attaches, trade
sources for that matter, if somebody is willing to get them in and
pull them together, and willing to take a risk by putting out their best
estimates of world demand and market conditions.

Mr. DabbARrIO. You are really asking that there be a way to regular-
ize the informal information that is brought together which some peo-
ple are using to good advantage, but are using it for their specific
interests.

Mr. FraziEr. Yes, sir.

Mr. Dapbbario. It works quite well wherever it's worked, but if you
try to regulate it, it might become so perfect it's not useful. Is that
your point ?

Mr. FRAzIER. By the time it's a perfect figure you can see it's al-
ready too late. Well, I'm doing a poor job of articulating my point of
view perhaps. I'm only asking for such intelligence as we have in this
Government,from week to week, as month to month, relating to supply
and demand situations be summarized and put out. Let the people -
have them, and let the little commodity division traders that must be
working in cooperatives and in my organization understand them and
argue about them. | think we’'d all be better off-1 think Congress,
and for that matter, the Secretary of Agriculture, would be safe- -
guarded against criticism at later dates if this data could be made
available in more timely manner.

Mr. DappaArlo. Understood for that purpose?

Mr. FrazIER. Yes, they can put at the top and bottom of every page
that this is a projection—this is an estimate, and safeguard themselves
carefully.

Mr. CorpAro. Mr. Johnson, Mr. Hamilton, would you care to com-
ment on that?
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STATEMENT OF W. E. HAMILTON, CHIEF ECONOMIST, AMERICAN
FARM BUREAU FEDERATION

M. HAwmiLToN. Well, I would make the comment that since we have
a supply and demand estimates report which is issued on a regular
basis, after any new development such as a crop report, or a stocks re-
port, tile situation is much better than it used to be.

I'm not quite as sure, as Mr. Frazier is, that the Department can
escape criticism if they put out information hurriedly and make mis-
takes .

Mr. CORDARO. OK.

Mr. JoHNsoN-. May | make a comment there ?

We are constantly making an interpretation of these USDA reports
of our own, our crops, our big regional grain terminals, those in the
Twin Cities, I'm sure have a battery of people who are constantly
looking at the market forces that they have right before them all the
time. We have a national secretary who has some competence in the
area of analytical work—Robert G. Lewis-and Bob does an interpre-
tive analysis once in a while in which he takes some issue with the
USDA report based on information that he may have picked up.

Mr. FRazier. That gentleman sat right here and told us how and
why he was able to make the projections.

ill. Jonnson. He said he was doing just exactly what you said the
USDA should do. Further we have all kinds of reporting service
letters around that do attempt to update, and bring more current data
to farmers and the Department.

I’'m not really arguing with the basic premise that we need to cut
the time of USDA reporting. |1 think obviously there is room for
improvement.

Mr. HAmILTON. We do need to cut the time from when a report is
mentioned until it reaches the desk out in the country. Sometimes you
get these reports in a day or two, and at other times it may be 2 weeks.
Now, this may be partly due to delays in the printing office as was
mentioned earlier or the postal service; but delivery is often slow.

Mr. DabpbARio. The point you -just made is quite interesting. The
reason | asked the question was that | thought there was a correlary
relationship between what Milling and Baking News had to say and
Mr. Frazier’'s suggestion—that somehow they can work through this
process and come to certain conclusions which they did publish. But
because for some reason it wasn't made generally available or under-
stood, some people believed it, other people did not, and there were a
lot of conflicting activities that went on during that period of time.
If 1 understand Mr. Frazier's point to be that if you could somehow
reglarize that so the people would know what it was and give it wide
distribution, that more people might be accurate. Although you make
the point that more people could be wrong too, more fJeopIe might be
right because they would develop an ability to deal with it as you
went on.

It's something like reporting intelligence under very tight circum-
stances. The people who are the boldest and who develop the capa-



152

bility usually are much more right than others. People keep looking
to them constantly for the information by which the corporate de-
velop tactics and strategy.

Mr. FrazIER. Yes.

Mr. JoHNsoN. Now, every farmer himself is somewhat of an arm-
chair forecaster. He goes out and wets his finger and puts it up in the
wind, and he—

Mr. DabpAario. And it’'s to those people Mr. Frazier is appealing,
because they do have the capability, and they will be able to judge
where it's right and where it's wrong.

Mr. JoHNSoN. | think one of the things | agree with Chuck on, if |
understood what he’s saying, instead of having to wait, for the fancy
type from the Government Printing Office, in a properly stapled,
publication of some kind, we would do just as well with some mimeo-
graph sheets.

Mr. FrRazIER. No, no, let me be sure I'm understood properly. I'm not
saying, you know, run down with this crop report at 9 o’clock at night
and pass it out on 14th Street-that's not the problem area I'm trying
to address. The Government Printing Office has another problem, and
I’'m not worrying about that.

I'm worrying about the fact that attaches are constantly writing
reports, and people in FAS have a certain feel in intelligence for
what's shaping up ‘in Western Europe, and there area number of indi-
viduals that know very well what's happening in the wheat crop in
Australia and Canada. This year we've heard a lot of conversation
about soybeans in Brazil and the statements that are made.. Impres-
sions created about the Japanese interest in soybeans in Brazil depends
“almost entirely on the speaker and his point of view.

My point is that material of that type along with our own crop
reporting information and our own supply and demand type of work.
could be well drawn together and someone could put his neck out a
little bit and say, look, if these things happen, this is going toward a
tighter supply and a higher or lower market price. and put it out.

Mr. DabbARriOo. Mr. Johnson, maybe this will be helpful. I think
this discussion is important because we run into in other areas as we
do our work in asessments. It's an additional step that is a preceding
step. Rather than to eliminate that as you go to a final step. You have
to take that step anyway, don't you?

Mr. FRAZIER. ,That's right.

Mr. JoHNsoN. That's providing, | would say, more flexibility in
terms of the reporting procedure.

Mr. DabpArio. And because you proceed further you can judge how
you've done.

Mr. JoHNsoN. That's right. And | think Chuck made this point
very well, but it has to be kept in mind that this type of information
when it's put out by a Government agency, it has to be done in such
a way that everybody has an even start, and that this information be-
comes public information. It should be known when it's going to be
released. The press should stand behind that "white line” and every
one over at the Department of Agriculture when those crop esti-
mates are made. Currently, the reporters stand behind the white line,
and at 3 o’clock some USDA staffer hands them a piece of paper and
they walk across the white line to a telephone. Now, that procedure
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is sound and it gives everybody an even chance to take advantage
of the intelligence if you want to call it that, the information that's
available.

Mr. HamiLton. Well, 1 think the Department of Agriculture ba-
sically does as Mr. Frazier suggested, but perhaps they don’t do it to
the degree that he would like. They publish estimates, they publish
projections, and they change the terminology as the basis for these
{/i\?u%es becomes mor? firm, and they do frequentl gut out new re o[)ts.

e have had several reports this )Xaar on the Russian wheat cro;g), ut
there was some confusion due to the fact that there apparently were
reports from other agencies which were substantially lower than the
USDA’'S estimate.

Mr. JoHNSoN. I might say that I'm happy to be able to report here
that the Department of Agriculture is more accurate than the Cen-
tral Intelligence Agency. That gives me hope in the future. ,

Mr. CorbpArRO. Mr. Hamilton, | noticed that in your statement, you
commented on the recommendations, findings, and conclusions of our
Food Advisory Committee’s report. .

We would appreciate it if you would summarize your comments for
us now.

Mr. HAMiLToN. Well, Mr. Cordaro, | realize it's late, and | don’'t
want to take unnecessary time, but if you wish, I can summarize my
statement, or if you prefer, I will submit to questions on the basis of
your having read the statement.

Mr. Corbparo. Well, could you just give us a minute or two so that
other people have some information ?

Mr. HAMILTON. Well, to give the others the flavor of my statement,
I would like to say that I did not receive -your report until late yes-
terday evening, so I've had only a limited opportunity to study it, and
even less time to confer with my associates in the Farm Bureau and
like the Government, the Farm Bureau does have a clearance proce-
dure. As a consequence my statement is a rather preliminary reaction
from the standpoint of a person who uses Government statistics, but
who does not profess to be an expert. With some reservations | think
that most of the recommendations developed by the Food Advisory
Committee are acceptable to me.

I would. however. like to stress the complexity of the subject, and
the difficulty of satisfying the people who want better agriculture
data. The very nature of agriculture makes it difficult and costly to
collect reliable data, and this, of course, is much more difficult in less
developed countries.

host agriculture statistics are estimates, and you have to recognize
that all estimates are subject, to a margin of error. but the big prob-
lem is that the factors affecting these estimates constantly change.
We've already had some discussion of his problem.

A report, can be quickly outdated by developments subsequent to
the date on which the survey was made, and | agree with Quentin
West, that certain types of forecasts. for example. a forecast on the pig
crop may cause farmers to reassess their plans. The very fact that the
report was made. ma-y prevent, the estimate from being right, because
it stimulates adjustments and that's one of the functions of these
reports.
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On the whole I think the Department of Agriculture and its statis-
tical agencies do an excellent job. We're all aware that they make
errors, but given the difficulty of the job some errors are to be ex-
pected. And while I'm certainly in favor of improvements, | think the
Department’'s batting average is very good, and I'm also impressed
with the fact that a liad estimate attracts a great deal more attention
than dozens of good ones. | never hear anyone say anything about the
fact that a forecast was right, but | hear a lot about the ones that were
wrong.

In evaluating proposals for improvements we have to consider the
difficulty of the job. what is possible and the relationship of probable
costs to the probable benefits. | believe this is known as cost effective-
ness.

And then we should always remember, as has already been noted in a
little different context, that any projection or analysis which can be
outdated by unforeseen events may fall to be a prediction of the future.

I think this is pretty well illustrated by what happened in 1972.
Many of the events which combined to make the sales to the Soviet
Union look like a bad deal for the United States happened not only
after the grain was sold, but over a period of months. I have cited some
of these developments here, and if | had had more time to research
the timing of other events that I'm familiar with, 1 would have in-
cluded them. There was an extremely extraordinary combination of
events following the 1972 Russian sales which combined to tighten
supplies and raise commaodity prices.

And | don't think it should be surprising that in the words of the
Advisory Committee, "The economic models and supply and demand
equations which had performed satisfactorily in the more stable con-
ditions of the fifties and sixties had little value in light of the changes
which occurred in the domestic and world markets when the size of
the 1972 world grain crop became known.”

I'm not familiar with these models and equations, but | am sure
that they almost certainly reflect observations based on periods during
which exporting countries had large surpluses; exchange rates for
major currencies were more or less fixed; and some of the large poten-
tial importers, including the Soviet Union and the PRC, were more
likely to tighten their belts than to buy large quantities of grain in
the world market.

Now, I come to the recommendations in the Food Advisory Com-
mittee’'s report. The idea of increasing the analytical capability of
the staffs. of the Congressional Committees on Agriculture and the
Congressional Research Service has obvious merit. Certainly you need
capable staff members to serve the Members of Congress.

It seems to me, however, that this increase in analytical capabilities
should be used primarily to analyze information produced by research
and statistical agencies such as the ERS and the land grant univer-
sities rather than to do original research. Regardless of the quality
of the research that might be done on the Hill, it would be hard for
a political body such as the Congress to avoid suspicion that at least
some Of its researchers were selected for their opinions rather than
their analytical capabilities.

I would like to say that | favor Recommendation No. 2 which calls
for Congress to develop closer liaison with executive agencies and the
land grant universities.
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I also support Recommendation No. 3 which calls for the Secretary
of Agriculture to establish a Statistical Review Committee, and 1
would add that this committee should include some representation
from farm organizations.

I have a little section that deals with the desirability and the
feasibility of integrating the staff and activities of the Agricultural
Census into the Statistical Reporting Service. Certainly this should
be explored, and coordination improved. | think, however, there are
some questions that need to be asked.

For example, 1 would raise a question with regard to the effect
the separation of the Census of Agriculture from the Census Bureau
might have on the coordination of agricultural data with other national
statistical series produced by the Department of Commerce. And |
would raise a question as to whether the burden of producing detailed
county statistical reports would impair the ability of SRS to reduce
high quality national estimates on a timely basis. County data can
tie up a computer and this is one of the reasons, as | understand it,
that the publication of data was so slow after the 1969 census. It was
a problem of getting time on the computer and the sheer mass of data
that had to be produced.

Improvement of the information collection capability of the FAS
certainly is a desirable objective, but we shouldn’t expect too much of
our agricultural attaches. We should expect attaches to be well quali-
fied observers, but we should recognize that no individual or small
group of people can provide complete statistical reports from a foreign
country of any size on the basis of personal observations.

The attaches necessarily depend on host governments for much of
their information. The improvement of information on foreign agri-
culture is highly dependent on the improvement of foreign agricultural
information systems, and increased ‘international cooperation.

I certainly would not favor the suggestion that attache reports be
sent, directly to FAO at the same time they are sent to Washington. |
absolve the Food Adivisory Committee from having made this sug-
gestion but it was in some of the papers that I read in preparing my
statement.

My objection is that | feel such a procedure could lead to serious
problems between the attaches and their host governments, and it
might cause attaches to be less forthright than they otherwise would
be. I think they can feel some security in reporting to--Washington
but not in reporting to FAO. | am afraid the reports would be chan-
neled back to the host governments and this could cause problems.

1agree that responsibility for statistical and analytical work should
be kept separate from responsibility for operating programs. And 1
agree with the statement made by a previous witness that chairman-
ship of the interagency commodity estimate committees should be pro-
vided by the agency that has the responsibility for the estimates and
assessments of the situation and outlook,” rather than by an operating
agency.

Since the Food and Nutrition Service is an operating agency, |
question the portion of recommendation No. 8 which recommends that
this service expand its program evaluation studies.

I am not sure that the improvement of agricultural information
requires a consolidation of the economic intelligence activities of FAS
and ERS. As the gentleman from the Department said, they do work
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together now. Consolidation may be a good idea; but with the limited
knowledge | have I do not want to tell the Secretary how to run the
Agriculture Department this afternoon. | do agree that FAS and
ERS should be coordinated and that they should work together, and
I think they do now.

I would agree that some agricultural data series are obsolete. This
is well illustrated by the Food Advisory Committee's discussion of
broiler prices. Broilers are not priced at the farm level in the sense
that this series reports. The Farm Bureau has long been aware of this
particular problem, and has recommended that USDA initiate a series
of reports on contract payments to broiler growers.

I think Dr. Paarlberg said that they also need to review some of the
concepts in the farm income series. | could go on and on, but time is
short.

Thank you very much.

Mr. COrDARO. Thank you, Mr. Hamilton.

Dr. Wilcox, do you have any questions?

I should say that Senator Humphrey is always reminding us that
Dr. Wilcox could probably. forget in 15 minutes more than we young
staff people will ever learn in agriculture. OTA has a high respect and
regard for Dr. Wilcox and we appreciate the help that he's given us
in the preparation of the hearings and our assessment report.

Mr. HamiLTon. I'd like to report that | have known Dr. Wilcox since
I was a student at lowa State back in the early 1930's and Dr. Wilcox
was a very young professor there. He was one of my first economics
professors. I don't know whether he accepts any responsibility for my
views, but | have been associated with him for a long time.

Mr. Jomson. Let me say that | don't guess I'm as old as Gene
Hamilton because | was in school-Gene, you say you were in school
when ?

Mr. HamlILToN. Early 1930's.

hr. JoHNsoN. Gene, | thought you were younger than I am. | have
known Dr. Wilcox since I've been in Washington with the Farmer's
Union. | guess that's 21 years, and one of the things | learned even
before 1 was dry behind the ears, about 20 years ago, if you wanted to

et anything done on the Capitol Hill you first had to get Walter's
gignatur)e/ on agletter with-"Library bt Cong%ss" written® dtross the
top of it. He's been very helpful to me on many occasions.

He never would compromise his stubborn objective streak, however.
He always was honest and objective and Walter we are very happy
to know that you're associated with this group.

Dr. WiLcox. | didn't realize. that Gene had been a student of mine.

Mr. JoHnNsoN. He's kind of giving-your age away, isn't he?

Dr. WiLcox. Yes. They know it around here.

Having listened to you and other witnesses. and thinking of the
conversations | had with other people, it seems that due to the current
world food situation and recent supply problems. much more atten-
tion has been given to putting out reports on various items. USDA
publishes statistics about so many supply and demand situations. We
have quarterly situation outlook reports on wheat at one time and
feed grains at another time. Perhaps what would be more useful is a
monthly report on the world agriculture situation and outlook. Then
the other reports would relate to it in some organized way. This would
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assure better organization among the various reports and place more
emphasis on the senior staff preparing the monthly reports that con-
tain the very latest information.

The SRS has a very regularized procedure for getting out reports.
The trade knows it and the trade depends on it. Maybe that's what we
need to go through in the rest of our economic intelligence reporting.
That's what I've been hearing from various people. We're really pro-
ducing too many numbers now, and not enough analysis.

Mr. Frazier. | think you have expressed very well another side of
that many sided little thing I was trying to deal with a moment ago.
There’s a need for appraisal, a wrapup believe the newsmen would
call it,the need to draw together some of these things. Quite frankly,
our business people do not have time to do this, and organozations
large enough to have a whole staff devoted to economic analysis and
projections, they have got a regular means of absorbing and using this
material. There are a lot of highly involved individuals and an awful
lot of money committed out therein the count by people who do not
have access to that type of information, and they need some form of
drawing this together. | think that is what I'm trying to plead for.

Mr. HAMILTON. I think that it's less true today that it was 3 years
ago. What Walter says was certainly true 3 yearn ago. These reports
were published on a regular schedule and some of them were not very
frequent. A crop report would be issued, and major changes made in
tile estimate of production, or major changes would occur in export
demands, and it might be 2 or 3 months before a situation report
would come out with revised supply-and-demand estixnates.

In the meantime different people made their own estimates. Now,
that situation has been improved, by the supply-demand estimates
which are issued promptly after major changes in basic information.
I think this new publication is intended to do a art of what has been
suggested here. Now, it may not do it adequately; it's experimental,
at least we haven't had it very long, but I think it is something to
work on. | also think that the Department realizes that the old type
situation reports were not doing the job. To take a horrible example,
I think the Sugar Situation was only issued once a year, and trying
to get anything current on sugar is still difficult.

Mr. JoHnsoN. | have another one in this connection. Walter, you
mentioned the release procedures over there. and it seems that you
get more press coverage of the crop board information that's released
across that white line at 3 o'clock on August 11.or whenever, than you
do if you just get a regular commaodity situation report mailed out once
every so often.

And we turn our heads more to those types of situations where the
Department releases data. Is it because we have more confidence in it,
or is it because of the procedure where ever body meets each other
there at the white line? I don't really know. Maybe there’s an element
of both involved, but anyway | think we could dramatize the impor-
tance of numbers that would get the press involved.

We need the media. I might add we get out all the economic data
we can through several avenues in the Farmers Union, including our
Washington Newsletter, but certainly we need the media too. We need
a wide use of the information coming out of the Department by the
people, and any way you could attract the media to use that informa-
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tion as a part of the educational process | think we ought to examine.

Senator Humphrey mentioned that earlier today.

Mr. Dabbario. Walter, you are saying something here that could
be very important. It strikes me that what you're saying is not just a
way to get better information out in a timely manner, but that con-
ditions have changed so that the structure through which you get the
information perhaps ought to be adjusted in order to meet these
changed circumstances.

Dr. WiLcox. Yes. It has been indicated that the structure of the
Government was set up at an earlier date and hasn't changed as much -
as it should have. We need this board to review world data just as we
review other data. The witnesses today said it is done in an informal
may. As long as it's informal and no one is responsible for it, it's not
as valuable as one board with responsibility for the U.S. and world
situation. World information is as important as domestic information,
and it ought to be given a higher priority.

Mr. HAMIiLToN. We are on the world market now to a greater extent
than in any other period with which I am familiar. |1 just haven't
studied the 19th century, but you are right, world information is be-
coming increasingly important because we are in a world market to an
extent that we haven't been in the past.

Mr. De SIMmoNE. There% a very interesting graph in this issue of the
Agricultural ‘Outlook which dramatizes that. Mr. Hamilton, this per-
haps can be made part of the record. It shows the share of exports of
major U.S. crops; that is, the. percentage of U.S. production that be-
comes export'$. It's really startling for me as a layman to see that we
had exported most of “our wheat and most of our rice. This is terribly
important to the economy. Producers and consumers should be aware
of this information

Mr. JOHNSN. .I might say that | have great difficulty interpreting
the USDA reporting currently of the exports. | have not mastered tile
system and the procedures used by the Department. | also feel that
the time lag too creates quite a problem, and there’s just got to be some
better way to do it.

Mr. HAMILTON. Well, I would like to comment that the reports on
export sales are in a sense raw, unevaluated data. | don't pay too much
attention to them. I have a lot more confidence in the USDA’s estimates
which use these reports as raw material and I like to have the USDA
tell me what their experts in the Department think is going to happen.

In an earlier day this type of raw data would not have been pub-
lished, and would only have been made available to USDA for evalu- -
ation. | recognize in the present situation people are going to insist
that the export sales report be published and it's probably useful to
some people who are in the trade.

My feeling is that for the average user, the Department’s estimates
are more valuable, more reliable, and the Department does publish its
own estimates, in a column adjacent to the undelivered export sales.
So we have the information both ways, and you can use it any way
you want to.

Mr. CorbpArRO. Unless Mr. Daddario, Mr. De Simone or Dr. Wilcox
has anything to ask, I'd like to thank you. I would also like to add the
Office of Technology Assessment is just now starting to get our food
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activities going . You can rest assured that we will be calling on you
more frequentand asking you to assist us in our activities.
Thank you very much.
Mr. Frazier. Thank you.
Mr. JoHNnsoN. Thank you.
Mr. HAMILTON. Thank you, sir.
[The following letter was received from Mr. Frazier:]

NATIONAL FARMERS ORGAN I zATION,
Washington, D, C., September 29, 1975.
Hon. Hueerr H.  HUMPHREY,
U. S. Senate,
Washington, D.C.

DeEAR SENATOR HUMPHREY: We appreciate very much your invitation to par-
ticipate in the panel with other representatives of farm organizations to com-
ment on the handling of data in public reporting by the Department of Agricul-
ture as such work relates to food and nutrition. ) . )

First, let me compliment you on undertaking this challenging assignment.
Despite the controversies that have developed over food supplies and prices in
the last three years and the vicissitudes related to the palitical handling of some
of these issues, there are many very capable people in USDA who provide a wide
range of commendable services. | am confident that they are able to keep the
country better informed and possibly reduce the public confusion and the con-
troversy surrounding this whole subject area.

My suggestions touch on three matters of concern:

TI MELY DATA

I't is quite possible that responsible administrators do not now have access to
timely information on consumer food preferences and developing trends in the
public’'s purchasing habits. Some tyﬁe of continuing survey that would supply
apEroprlatedata on aweekly or monthly basiscould bevery helpful.

y the same token, those of us in farming who have faced rapidly rising costs
of production since 1972 often believe that the costs of farm input items incor-
porated in the USDA reporting system are out-of-date when they are used. With-
out going into great detail, | believe it is fair to assume that a substantial part
of this data comes from industry sources. If these sources are not biased, they
are at least reluctant to disclose the bad news to the government. Again, if re-
sources were so arranged that USDA personnel could be well advised on prices
actually paid by farm and ranch operators, the judgments to be made both in the
executive branch and in legidative considerations might more accurately reflect

h farm situation.
the actual uatl WORLD CROP REPORTING

~Mr. Harkness' recommendation for a world crop report.in% board is construc-
tive. Although we have some reservations about the possibility of requiring or
eliciting responsible estimates from the representatives of sovereign nations, the
prospects of coordinating such crop reporting efforts with estimates of quantities
to be moved annually in foreign trade are of such significance that an effort along
thisline should be made. _ .

One note of caution is offered for your consideration. If one should undertake
to follow the broad suggestions under Food Assessments in the annual report of
OTS and also to implement the recommendations outlined in the report of the
Food Advisory Committee, substantial resources would be committed and it is
possible that the rewards would not be commensurate with the increased cash
outlays for such widespread efforts. It is suggested that a small number of in-
dividuals who are capable of the task be asked to establish priorities that would
more clearly promise a payoff in the form of better data and more intelligent
decisionsrelating to our national policy on food and agriculture.

COORDI NATI ON AND RELEASE OF ESTIMATES

It should be emphasized that there are many individuals in positions of respon-
sibility in our organization as well as a number of well-educated farmers and
ranchers, who must make crop decisions at various times in the year relating to
financial commitments on production items, determine when to sell and estimate
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what price they may expect on their commodities after harvest. Under the cur-
rent structure, international organizations, institutional economists and a few of
those on the ‘Goverament payroll who are concerned with these data may have
time to comb through Situation Reports, Crop Reports, the suppiy and demand
estimates and the press release type of statements made vccasionally at the
cabinet officer level. Most of us, however, donot have the time or the eapability
g;» adqutately predict what will happen both in market prices and production
Item costs.

The problem is further complicated by the fact that a large proportion of our
crops Nnow move in international trade. In most nations of the world this trading
is supervise? and handled or otherwise controlled by the central government.
| -think it is a fair analysis to assume that international traders with contacts in
those governments and our own government representatives are the only ones °
who are equipped to be well informed in a timely manner.

So the suggestion is this—that the Executive Branch assume the résponsibitity,
perhaps at subcabinet devel, t0 produce summary reviews and speculative com-
ments ON NEW erop Prospects, purchasing intentions -and the political pressures _
involved in other countries, This type of issuance ona particular commodity
would make available to the public the ‘best guess' on markets and prices based
on information gaimed threugh intelligence sources amd other infermation-gather-
ing services avalilable emly throeugh the government. Thistype of -opinion is oc-
casionally treflected now 1in very ‘brief press retease statements forthooming from
the Secretary of Agriculture, but such statements generally relate omdy to small
isolated events, snoh ‘as a possible purchase by one or amether nation, ome which
constitutes only a portion Of our total market.

What | have in mind would be entirely separate from the regular crop reports
or other types of estimates that are issned periodicalty. Those are published with
supporting tables of data to allow for discussion in the normal bureaucratic
manner.

The only people capable of offering the opinions or projections on a speculative
basis such as I suggest, other than the personnel in a few large international
corporations, areingovernment. They could be of real service by sharing their
best guesses with the rest of us. Of course, those of us outside government would
have to realize that these estimated projections of -demand and price on major
commodities would be highly speculative; we would have to be will.Ing to accept
them at face value without any guarantees of certitude. Even under those circum-
stances, however, we would have more information upon which to base our
operating decisions.

Tt 1s hoped that these comments will be helpful to you and your staff. If we
may behelpful | n the future, please don’t hesitate to eall on us.

‘With best regards,

Sincerely,
 CHARLES |. FrazEs,
Director, Washington Staff.

[Whereupon, at 5:25 p.m., the meeting was adjourned, to reconvene
December 10,1975, at 9:30 a.m.]
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WEDNESDAY, DECEMBER 10, 1975

CoNGRESS oF THE UNI TEp STATES,
TECHNOLOGY AssessMENr BoARD,
OFFicE o TECHNoLOGY AssE SsME Nr,
Washington, D.C..
The Technology Assessment Board met at 9:30 a.m., pursuant to
notice, in room 6202, Dirksen Senate Office Building, Hon. Hubert H.
Humphrey (member, Technology Assessment Board) presiding.
Present: Senator Humphrey and Congressman Brown
Staff present: Mr. Emilio Q. Daddario, director; Mr. Daniel V.
De Simone., deputy director; Mr. J. B. Cordaro, food program man-
ager; Dr. Walter W. Wilcox, consultant; Ms. Ellen Terpstra, research
associate; Ms. Ann Woodbridge, administrative assistant.
Mr. BROWN. The bearings will come to order. The purpose of these
hearings is to discuss the information requirements for a national
food policy. Senator Humphrey has been detained, but | would like
to insert his opening statement into the record at this time.

STATEMENT OF HON. HUBERT H. HUMPHREY, A U.S. SENATOR
FROM THE STATE OF MINNESOTA

Chairman HumpHREY. Today is the third day of hearings that | have
chaired for Congress’ Office of Technology Assessment. Before we be-
gin today’'s dialog with our distinguished panel of experts. | would
like to review the purpose of these hearings and share some of our
earlier findings.

In 1974 | requested, with the endorsement of Chairman Talmadge
of the Senate Committee on Agriculture and Forestry, that the OTA
make an assessment of food information systems and their adequacy
for policy planning. The combination of world events that occurred in
1972, 1973, and since, have underscored the necessity for this assess-
ment. These events have been well chronicled, and their consequences
and effects are still being felt today; and the recently revised Soviet
harvests-down from 215 million metric tons to 137 million: metric
tons—further support this critical need.

Increased attention has been given to the importance of agricultural
information:
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In 1972 Senator Bellmen and | visited the Soviet Union. Our
report, "Observations on Soviet and Polish Agriculture; recom-
mended among other things increasing the number of agricul-
tural attaches assigned to the Soviet Union.

The 1974 World Food Conference recognized the vital role
of adequate, timely, and objective information. | wrote to the
U.S. Food Conference Coordinator urging that our delegation
support the establishment of a World Food and Agricul tural
Information System. | was pleased that the U.S. delegation did
give strong supportto my request. The Conference adopted a .
resolution calling for the establishment of a worldwide "Global
Information and Early Warning System.”

Numerous other reports and experts have brought to the public's
attention the urgency of correcting the deficiencies that exist in .
U.S. and worldwide information systems.

Today’s hearings are especially timely. We no longer know from da
to day what the next food policy pronouncement will be or who will
make it. The capricious food policy decisions and statements of Gov-
ernment officials in the past 6 months have seriously affected farm
prices, created uncertainties in the markets, and demonstrated to Con-
gress that anew and stable food policy structure is urgently needed.

As long as apparently limitless reserves were available, there seemed
little need to gather exact information on the world food situation.
Emergencies could always be met. However, that is no longer the case,
since administration policy has allowed food reserves to dwindle from
a 90-day supply to less than a month.

This hearing will explore proposals for a more pragmatic, more con-
sciously planned approach to developing and implementing a national
food policy. OTA'’s Board will weigh and balance these differing ap-
preaches in order to frame options br congressional consideration.

We need a national food policy. We need to make significant changes
in our food, agriculture, and nutrition programs and policymaking
process.

As one of our experts today will state, a comprehensive and con-
sciously coordinated national food policy should be framed in terms of
a body of broad general objectives which would:

(1) Provide adequate supply and reasonable price stability to con-
sumers;

(2) Assure fair returns to farmers;

(3) Provide assured supply for a continuing high level of commer-
cial exports;

(4) Provide an available supply for feeding programs or disaster -
relief at home or abroad,;

(5) Enable the United States to fulfill its international commit-
ments and attain its objectives in food matters;

(6) Improve nutrition at home and abroad.

These six goals are well reflected in the two most significant elements
that must be addressed within the framework of a national food policy,
which are: (1) the need for the United States to improve its resource
production and management activities and policies; and (2) the need
for the United States to be equally concerned with the postproduction
elements of the food system, especially those which affect nutritional
status and health of consumers.

A national food policy created to meet these objectives is not only
possible and desirable but essential. The United States must utilize
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its food production capability to maximize the economic, political,
and social benefits. Only an organized, coordinated, and well-inte-
grated national food policy can accomplish this. To state the goals
and the need is the easy part.

The difficult part is to design or fit the elements into a systems con-
cept and the development of programs within each component. I have
asked OTA to accept the responsibility in this task They will explore
tile total food system from the viewpoint of (1) production, (2) mar-
keting and processing, (3) retail distribution, and (4) consumption
and nutrition.

Only through adequate planning and careful coordination of na-
tional food policies, in the light of systematic and timely information
on the current food situation, can the world improve its present
condition.

We must reduce the realm of the unpredictable and eliminate somo
of the guesswork in agricultural policymaking . Only in this way can
we provide a sound basis for developing world food security.

Information is a precious commodity. To be useful, it must be ob-
jective, timely, and reliable. Such information will not automatically
insure the right decisions, but it will improve the tools available to
decisionmakers.

The report submitted to the Office of Technology Assessment by
OTA’s Food Advisory Committee in June made 12 recommendations
to improve food information systems. Today's hearings are designed to
expand the content of these recommendations and explore ways in
which these options might be implemented by the Congress.

OTA's Food Advisory Committee will hold a further session which
is scheduled for January 15, 1976.

Because Congress needs to obtain outside information u on which
to base its decisions, it was necessary to focus on some of the main
sources of information and especially the U.S. Department of Agri-
culture.

We also had, at our earlier hearing, the opportunity to hear from
representatives of the farm organizations and the private grain trade
and review the food and agricultural organization’s plans for an ex-
panded global information and early warning system. These mate-
rials will be used in the preparation of OTA's final report to Congress.

Today’'s hearings provide an opportunity to go one step further, to
consider the informational requirements for a national food policy.

I am pleased to have with us such a distinguished panel of experts.
Each individual has a prepared statement, but in the interest of
time, he will present a short summary, with the full statement made a
part of the record.

Present with us today are:

Willard Cochrane, professor of agricultural economics at the Uni-
versity of Minnesota;

Lauren Seth, chairman of the Agriculture Committee of the Na-
tional Planning Association;

Luther Tweeten, professor of agricultural economics at Oklahoma
State University; and

E. A. Jaenke, of the agricultural consulting firm, E. A. Jaenke &
Associates.

M. Brom. Our first witness this morning will be Mr. Ed Jaenke of
E. A. Jaenke&Associates.
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STATEMENT OF ED A. JAENKE, PRESIDENT, E. A. JAENKE &
ASSOCIATES, INC.

Recent developments have increased the complexity and import-
ance of U.S. and world food problems. The conflicting responses and
approaches of the man interests involved have made clear the need
for a national food policy, a Government structure to effectively co-
ordinate its implementation, and the need for improvements in the
U.S. and international food and agricultural information systems.

This report, prepared for the Office of Technology Assessment of
the U.S. Congress, assesses alternative governmental structures and
their informational requirements for the United States to formulate
and administer a national food policy designed to cope with uncer-
tain supply/demand situations likely to occur in the decade ahead. -

This report has been prepared by the consulting firm of E. A. Jaenke
& Associates, Inc. Major contributors have been Quentin Bates, Mal-
colm Maclay, and E. A. Jaenke.

The report is divided into four major sections. The first traces the
supply/demand situation for food and identifies the economic, polit-
ical. social, and informational factors that have contributed to changes
in the overall food situation. It summarizes the current information
and the most comprehensive projections as to world food develop-
ments in the medium-term future.

The second section assesses current agriculture policy, its legislative
authorities, and administration and presents goals and guidelines for
a national food' policy.

The third section presents a survey and assessment of present
institutions.

The fourth section offers three alternative governmental structures,
the advantages and disadvantages, and the informational requirements
of each.

l. WorLD s Foo SuppLY- PAST, PRESENT, aw PROJECTTONS

ROOTS OF THE RECENT FOOD CR SIS

Complacency and overconfidence.—The food crisis of the past few ,
years erupted suddenly and unexpectedly on a world that had become
complacent about its chronic food problem. True, some 400 million
people were chronically malnourished, but the developed countries
salved their consciences and helped alleviate suffering by large food .
aid programs made possible by surplus grain production.

In spite of food aid programs and production restrictions during
and slightly beyond the 1960's, grain reserves in the major producing
countries remained uncomfortably high and easily absorbed the leap
in import demand created by the USSR, and Asan droughts of
1965 and 1967. Grain prices had been relatively stable for two decades
and real prices had actually declined rather significantly. Consider-
able confidence was felt that the potential for production expansion
in the developed countries, combined with the "Green Revolution”
in the developing economies, would easily match the growth of effec-
tive demand for the foreseeable future. With what are now recog-
nized as low fuel and fertilizer prices and a steady rise in produc-
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tivity, grain prices were expected to remain stable at relatively low
levels.

In 1972, a bewildered world suddenly found itself entering into an
extremely unstable food situation, with supplies temporarily tight and
prices gyrating wildly.

The ostensible reasons for this abrupt change in direction are well
known; that is, abnormally poor crops in several key. areas—a shift
in the Humboldt Current-unexpectedly large Soviet, imports--wide-
spread inflation-us. dollar devaluation-to cite only the most im-
portant. However, with the benefit of hindsight, we can now clearly
see that this crisis had its roots in largely unnoticed developments in
grain supply and demand during the years of apparent stability.

Demand pressures build. —Social, economic, and political factors
contributed over a period of years to a strong upward pressure on ef-
fective demand for food in the early 1970's. Food consumption in the
developing countries was rising faster than their food production, re-
sulting in growing dependence on imports from the developed coun-
tries. However, grain production in the developed countries was rising
faster than consumption. Consequently, a major concern during the
1950's and 1960’s had been the management of surpluses. This concern
led to large food aid programs and to tighter grain production con-
trols which by the late 1960's had substantially reduced the large re-
serves that had traditionally given stability at low price levels to the
world grain markets.

Meanwhile, several centrally planned economies which had ‘been
traditional net grain exporters were steadily moving toward an import
deficit position.

Reinforcing the upward pressure of rising population and income
on demand was a marked shift, both in official government policies
and in public attitudes. toward a greater awareness of and sympathy
for the problems of hunger and malnutrition in the world. This shift
in approach has been developing on both international and national
levels. The following are a few recent examples:

The World Food Conference in November 1974 effectively focused
international attention on food problems, and a climate of unexpected
cooperation surrounds the followup activities.

The International Bank for Reconstruction and Development and
other U.N. agencies are presently devoting much greater resources to
food and agricultural development than previously.

Bilateral aid programs are giving top priority to agricultural
development.

While food aid appears to have been cut back from earlier -years.
especially by the United States. because food aid programs are now
more nearly divorced from surplus disposal, multilateral food aid for
purely humanitarian purposes is probably at an alltime high.

It is with individual nations, however, that this shift in policies
and attitudes is probably most significant and least recognized. Inmost
(Developing countries. hunger and malnutrition were endemic and were
often viewed fatalistically as insoluble problems. Surplus food produc-
ing countries and developed countries often were either genuinely un-
aware of their own hunger problems or unwilling to admit them pub-
licly. The general public in the ‘United States reacted with a combina-
t ion of shock, anger, and disbelief a few years ago when a Senate in-
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vestigation revealed the extent and seriousness of hunger in this coun-
try. This played no small part in the relatively unpublicized but truly
astonishing growth in recent years of our domestic Federal food assist-
ance programs from about $1 billion in fiscal year 1969 to an estimated
$9 billion in fiscal year 1976. In addition, _sybstantiall¥ liberalized wel-
fare programs have steadily boosted nutrition levels for the needy.

This development is less apparent among many other developed
countries mainly ‘because most of them, particularly in Western
Europe, have long had liberal social programs. The centrally planned
economies, however, are showing greatly increased concern for im- .
proving and upgrading the diets of their peoples, whose incomes are
rising and who are insistently demanding more livestock products
and greater variety. The OPEC countries are devoting an important
share of their "instant riches™to food imports and agricultural -
development.

Many developing countries as well are making greater efforts to pro-
vide more adequate food supplies. Last season when her crops were
small, India imported about 6 million tons of grain-she reportedly
plans to import about the same quantity this season even though her
grain harvest this year is excellent. Indonesia, South Korea, and Ban-
gladesh are among other LCD's that are straining to step Up food
imports.

By 1972, the world had become highly vulnerable to even a moderate
reduction below trend in food supply. Developing countries had a large
and growing dependence on imports because their own production,
which had been inhibited by low prices and reliance on food aid, had
not kept pace with demand. The centrally managed economies were
subsidizing food consumption and were also unable to increase pro-
duction sufficiently to satisfy their people% insistent demands for up-
graded diets. In the developed countries, demand for livestock prod-
ucts had turned sharply upward, lifting feed grain requirements with
it. Rising export demand and production controls had reduced reserve
stocks in the surplus producing countries to levels that were only about
50 million metric tons over pipeline requirements. This compares to
the normal annual increase in world consumption of about 25 million
to 30 million metric tons.

Nevertheless, at the beginning of 1972, the world’s grain producers,
particularly those in the United States, were still very worried about
grain surpluses. In the United States, carryover stocks had increased
by 18 million tons over those of the previous year. Although the U.S.
export outlook was good, partly due to the devaluation of the U.S.
dollar, the size of these grain stocks kept prices at low levels, and both
farmers and the administration were eager to expand exports even
more.

From surplus to 8hortage in 1972.—The drought that struck the
U. S. S.R., Argentina, Australia, and South Asia did not reduce world
grain production by more than 2 1/2 percent from that of the previous
year, but consumption jumped by 35 million metric tons, exports by
15 million metric tons, and carryover reserve stocks fell by about 30
million metric tons.

The principal swing factor in this picture was the Soviet decision to
make up its entire shortfall in grain supplies with imports. In 1963,
1965, and 1967, Russian grain production had fallen substantially be-
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low the previous year--and also below trend-—-by an average of about
30 million metric tons. Yet in each of those years, the Soviets pulled
in their belts, drew down stocks, slaughtered some livestock, and made
do with imports of 10 million metric tons in 1963-64, the year they
were worst hit; 9 million metric tons in 1965-66; and only 1 million
metric tons in 1967-68. The change in import policy in 1972 seemed
astonishing at the time, but we now know that the Soviets felt they
must make good on their commitment in the 1971-75 5-year plan to in-
crease livestock production by 25 percent. They therefore imported 22
million metric tons of grain in 1972-73 when their production had
dropped only 13 million metric tons from the previous year—net im-
ports were 19 million metric tons, as compared to the 1971-72 net of
1.4 million metric tons. This policy is obviously still in effect as the
massive Soviet purchases of this year bear witness.

The Soviets would not have been able to buy up such a substantial
portion of the world% grain reserves in 1972-73 at low prices had it
not been for the failure of our intelligence systems to furnish adequate
and timely information on Soviet crop prospects and ‘buying inten-
tions. In addition, the lack of coordination and exchange of informa-
tion between various Government agencies and departments handi-
capped effective action by the appropriate U.S. officials.

Without pointing the finger of blame at anyone since the Soviets
went to great lengths to conceal this information, we wish to point up
this excellent example of the importance of establishing more effective
and better coordinated information systems.

The story of developments in the world grain situation since 1972 is
well known. Prices have fluctuated violently but from a much higher
base. Stocks dropped precipitously and carryover stocks have been
at little better than pipeline requirements since that time. World
crops were good in 1973. but, below trend in 1974 and again in 1975,
when record crops in the United States were counterbalanced by a
near crop failure in the U.S.S.R. In the United States, the adminis-
tration yielded to consumer pressure and embargoed or restricted ex-
ports on three occasions-on soybeans in 1973, on corn to the U.S.S.R.
in 1974. and on all oilseeds and grains to the U.S.S.R. and to Poland in
1975. These steps were violently opposed by U.S. farmers, who had
been requested to go all out for production. Hindsight has demon-
strated that none of the actions had really been necessary.

PROJECTIONS—THE NEXT 10 YEARS

The world outlook.—The sudden shift from abundance to scarcity
in world grain supplies has revived echoes of Malthus in the current
rash of predictions that we have finally reached the limits of our abil -
ity to increase food production sufficiently to match population growth.
One school takes the somber view that we are on the verge of wide-
spread and growing famine conditions in which the per capita supply
of food will progressively decline. Others feel that we can provide
adequate food supﬁlies only if the affluent reduce their consumption_of
grain-fed livestock. It is significant, however. that most of the major
research studies that have analyzed the situation in depth reach much
more optimistic conclusions. Their forecasts of production. consump-
tion, and prices for at least the next decade or so vary somewhat. But
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they agree that most of the recent supply problems are transitory and
should and can be corrected and that production can and probably
will manage to keep ahead of population and income growth, although
with frequent and possibly severe temporary shortages.

The major recent studies on projections of world grain reduction
and demand have been made by lowa State University-197 3 but with
a late 1960’s base the United Nations’ Food and Agriculture Organi-
zation—1974 with a 1969-71 base, the USDA’s Economic Research
Service-1975 with a 1969-71 base, and the Brookings Institution—
still in progress.

Following are a few general conclusions on which most of these
studies are in agreement..

In their view, the problems of the past few years, to some extent,
carry within themselves the seeds of their own solutlons. Food prices
were too low and too often artificially restrained in the late 1960’s
and early 1970's, and low prices discouraged fertilizer production. The
anticipated higher level of grain prices will stimulate production and
inhibit the rate of growth of livestock feeding. Fertilizer prices should
remain high enough to stimulate an increase in production of that
vital input. Perhaps most importantly, the nations of the world rec-
ognize better than ever before th, seriousness of the situation and the
determination of their peoples to improve their diets. Thus, they are
making an unprecedented effort to raise more food and distribute it
more equitably.

In the short and medium term, all agree, the developing countries
will probably continue to increase their dependence on food and fer-
tilizer imports. For years their own food production remained below
Potential due to such deterrents as low food price ceilings, availabil-
ity of food aid, and cheap food imports. The recent jump in prices will
stimulate food production, although high fuel and fertilizer prices
and shortages of foreign exchange may, for the moment, inhibit rapid
development. Temporary increases in food aid provided by affluent
countries will be necessary, along with longer range development as-
sistance programs.

These researchers reach other general conclusions about the next 10
years :

(1) Real food costs will remain high temporarily, but will probably
decline relative to other goods to somewhere between the excessively
low pre-1972 level and the 1973-74 levels.

(2) World food resources are adequate to permit continued per
capita i ncreases in food production for at least the rest of this century,
if not well beyond.

(3) Instability of food supplies and prices will continue unless ade-
quate reserve stocks can be built, up.

(4) Little evidence exists that global shifts in climate of a long-
range nature will adversely affect production.

(5) The serious reconsideration of agricultural policies and their
adaptation to changing conditions which is underway in most coun-
tries must continue to be carried out if these reasonably optimistic
projections are to be fulfilled.

A few of the keu projections made by their studies may help bring
these conclusions into focus. Both FAO and ERS take as a base the
1969-71 average. altough they use a slightly different mix of com-
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ponents. FAO forecasts the net annual import deficit of developing
countries will jump from 16 million metric tons in 1969-'71 to 85 mil-
lion metric tons by 1985-this would rise to 100 million metric tons
if net exporters are eliminated. ERS uses several alternative sets of
assumptions, but under the first two ‘alternatives the 1985 forecasts
would be for deficits of 49 million and 68 million metric tons—66 mil-
lion and 88 million metric tons, eliminating the LDC exporters-Thai-
land and Argentina. Another ERS alternative assumes annual usage
of an additional 1 1/2 to 2 percent of fertilizer and related inputs, which
would reduce the annual import deficit to 36 million metric tons 10
years hence.

While food deficits of this magnitude could be met by surplus pro-
duction from developed countries, the developing countries would
probably have serious difficulties in financing them. The United States
and other exporters may be faced with hard decisions as to whether
to greatly expand development assistance or to increase even more
their programs of food aid~through grants and credits. The importance
of having an integrated food policy as a basis for making such deci-
sions is again evident.

The U.S. outlook.— Ast 0 the prospects for U.S. agriculture during
the next 10 years. an ERS study is currently underway on projections
to 1985, for which preliminary and as yet unofficial figures have been
released, Two sets of assumptions were used to make projections. The
first, called “Baseline Demand,” assumes: (1) GNP’ growth at 3.98
percent (in 1958 dollars) annually, equal to the rate during 1960-74,
(2) th,Census Bureau's series :E””population projection (see table
1), and (3) a moderate export assumption, with continued restrictions
by the EC, greater participation than previously by the U.S.S.R. and
China as grain buyers in the world market, and steadily increasing
imports by developing countries. o )

The report also made a “high demand™ projection based on higher
population levels, income. and export assumptions, which would show
a boost of about 9 percent in prices received and in net farm income
of nearly 20 percent from the baseline projection. The second projec-
tion assumes: (1) GNP growth (1958 dollars) 4.1 percent, (2) Census
series "D" population growth, (3) export demand assumptions-(a)
slightly higher imports by U.S.S.R. and China, (b) somewhat liber-
alized EC trade policy, (c) faster than trend growth by the develop-
ing countries’ livestock economies, particularly in OPEC countries.

TABLE 1.—U.S. OUTLOOK BY 1985

Baseline - High

demand . demand
T [ . '
Per capita disposable personal income (in 1958 dollars) (32,846 for ‘1974 - 33,823 33,739

Population (in MIMIONS). ... ... .o e ipaan 296 244
Crop production index (1967 =100)____. -- . 133 141

Livestock preduction index (1967 =100) . 1s- 118
Farm output index (1967=100). . .. ... oo iicececcccceeureanan : *126. 130
Yolume of farm exports index (1974=100)_ . __ . . . ciiiiiiiiiiiiceeanois 122 140

Source: Unpublished report O ERS's ic projecti , g

By cOmparing these two projections, we can see the’ dramatic effect
that, even a moderate shift in world demand can have on prices and
incomes of U.S. farmers. For example, U.S. wheat exports under the
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"high demand projection would go up by more than one-third and

the U.S. farm price would jump from the baseline projection $3.73
to $6.24 per bushel! The increase in feed grain exports would be less
dramatic, but as noted total farm exports would go up by 15 percent
and farm incomes by 20 percent.

TABLE I1.-U.S. CROP FORECASTS BY 1985
[In millions of bushels]

Production Exports Price (1974 dollars)
. Baseline High Baseline High Baseline High
Commodity demand demand demand demand
2,059 2,530 1,165 1,610 3.73 6.24

6,561 6,741 195 1,735 2.33

1,078 1, 087 239 2.10 2.38
479 472 2.04
1,778 1,829 806 812 7.03 7.36

Source: Unpublished report of ERS"s economic projections program.

On the other hand, although no specific projection was made for an
assumption of ‘below-trend world demand, the logical conclusion is
that U.S. farm prices and incomes could fall disastrously, using the
same elasticities of demand.

Our critical need for a better information system could not be better
demonstrated than by these projections. The price inelasticity of U.S.
farm products dictates some fine economic tuning in the coming years,
but as of now our economists simply do not have the necessary data.
The scope of the information problem on a worldwide basis is over-
whelming indeed. Think for a moment of the sophisticated crop data
gathering system we have in the United States. It is far and away
the best in the world, but monthly revisions of crop forecasts have
frequently been large enough to make front page news. Now imagine
trying to make sophisticated world crop forecasts from data which
at best is provided by a country whose information gathering system
is of a much lower caliber or at worst where countries outrightly
refuse to provide any information. We have relied far too long on
the educated guesses of agricultural attaches.

SUMMARY

The major new elements in the United States and the world agri-
cultural outlook that have vastly increased uncertainty and instability
are:

(1) The rapid dissipation of world food reserves to minimum pipe-
line levels and the disappointing progress in the ongoing negotiations
for an agreement to rebuild them.

(2) A continued upward trend in the productive capability of devel-
oped countries, leading to potential short-term surplus, price-depress-
ing conditions.

(3) A growing, but erratic and unpredictable increase in import
demand from the developing countries, as well as the centrally man-
aged economies.
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(4) A U.S. commitment to eliminate hunger from the United States
and to take the lead in eliminating it from the world. However there
appers to be a reluctance to provide the funds required.

(5) The sharp upturn in the rate of increase in the costs of produc-
I-ion of farm products, which in the case of livestock feeders includes
feed prices themselves, that makes U.S. farmers vulnerable to serious
losses when prices move wildly in either direction.

(6) The increased tendency of retail food prices to move like a
ratchet, upward quickly and easily but with great resistance to down-
ward movements when farm prices decline—due partly to inflating
handling and processing costs. This will cause great concern and real
economic hardship to consumers, particularly those in middle- and
low-income categories.

o The failure of the existing U.S. and world information systems
to provide the inputs necessary to cope with the far more interrelated
anti complex food problems facing the world today and tomorrow.

(8) The increasingly strident demands of the developing countries
for a "new economic policy” that would seek out programs for redis-
tributing wealth from the affluent countries to the poor ones.

(9) The runaway inflation of the past few years that even world-
wide recession has failed to arrest.

Il. CURRENT AGRICULTURAL PoLicy—ITs LEGAL FRAMEWORK AND
ADMINISTRATION

LEGISLATIVE BACKGROUND

I'n the light of these new elements in the U.S. and world food situ-
ations, we need to examine the current legislative authorities, policies,
and institutional structures. They were primarily created and shaped
to deal with the problems associated with surpluses. A review of the
XCompilation of Statutes administered by the U.S. Department of

griculture emphasizes this point. Many of the basic authorities
regarding various commodities relate back to the Agricultural Adjust-
ment Act of 1938. The Agricultural Adjustment Acts of the 1950's and
1960's, in most cases, tie back to that 1988 act. The mechanism for
accomplishing needed adjustments is the Commodity Credit Corpora-
tion, a unique Government Corporation with comprehensive com-
modity and funding authority. Parts of man-y other programs admin-
istered by the Department of Agriculture such as conservation, credit,
research, quality standards, or special export programs are basically
geared back to the adjustment function.

Many of the existing legislative authorities are not ideally suited
to deal with an unstable situation of closely balanced food supply.
As examples, no effective measures were readily available to ease the
impact on consumers and livestock ‘producers when soybean and grain
in'ices soared in recent years. Later, when the costs of producing grain
soared as prices declined, grain producers felt the pinch. Again, the
legislative authorities and Government structures were not sufficient
to deal with the problems.

It is helpful to review the major changes that occurred in legisla-
tive authority and agriculture policy in recent decades. The most sig-
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nificant changes occurred in the 1960's when loan and purchase rates
were lowered to estimated world levels and supplementary payments
were provided for cooperating producers who agreed to restrict pro-
duction. The two recent legislative changes, the Agriculture Act of
1970 and the Agriculture and Consumers Protection Act of 1973, while
modified and improved over the programs of the 1960's, were never-
theless patterned in the same theoretical mold.

ADMINISTRATIVE PHILOSOPIIY
Despite the consistent legislative authority, the divergent philos-

ophies of its administrators resulted in sharply differing outcomes.
The current administration defines its national food policy as one

directed toward the efficient production and distribution of the agri- .

cultural output in a completely free U.S. and world competitive mar-
ket with only minimal government involvement.

The current administration has given modern expression to the 18th
century laissez-faire, laissez-passer economic philosophy of Adam
Smith and the French economists, which involved opposing all gov-
ernment interference in economic affairs except to maintain property
rights. This classical economic approach relies on an assumed auto-
matic coordination with competitive market prices providing the ap-
propriate incentives or discouragements to producers of goods and
services to thereby create (TheWealth of Nations.”

The Secretary of Agriculture has not only voiced this laissez-faire
philosophy in numerous speeches but has gone as far as the law allows
to eliminate or hold down agricultural price supports to a point where
they have no meaningful effect on free market price adjustments. The
Department’s internal directive on program goals and objectives makes
very clear indeed the policy of minimizing Government intervention
anlemphasizing a market-oriented approach.

However, the administration apparently forgot its devotion to the
laissez-faire free market concept in those cases where the result of
that free market has caused political problems from the public, con-
sumer sector. The recent embargo actions are examples.

The mind-set, and active striving toward the goal of coordination and
adjustment of food production and distribution through market prices,
with no Government interference, left the country. unprepared to trike
timely and appropriate action to cope with the serious crises and pres-
sures that have recently been encountered.

The hard economic facts of world shortages and skyrocketing
caused by weather, sea current shifts, policy changes in non-free-trade
countries and other unpredictable events combined with such known
factors as world population increases, U.S.S.R. detente, Red China
rapprochement a rising consumer movement. and the divergent inter-
ests of feed grain and livestock producers forced sudden price and
export controls in June 1973 from a reluctant administration.

The importance in theorv and usefulness in practice of the competi-
tive market price system for making adjustments in production, ex-
ports. imports, domestic use, and stock levels is fully recognized. It
works relatively well for most agricultural commodities most of the
time. However. recent events have made clear that unduly wide quan-
tity and price fluctuations will not be acceptable in our domestic society
either to consumers or to farmers. The power of the consumer move-

prices .
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ment, which was reflected in the administration’s reluctant market
control actions of 1973, 1974, and 1975 will surely grow and become
more potent in any future crises. On the other hand, when agricul -
tural prices fell precipitately from October 1974 through March 1975
while production costs rapidly rose. the need to protect farmers became
expressed in the near override of the President% veto of the farm bill
passed by the Congress in the spring of 1975. This farm bill primarily
would have increased the target price support for feed grains, wheat,
and cotton to their approximate cost of production levels and would
have reestablished a support program for soybeans.

APPRAISAL

A total market-oriented-laissez-faire-approach to food today just
is not sufficient. It is acceptable in our present U.S. society and world
situation only within reasonable market price changes. Itails to touch
or provide answers for many of the most pressing problem as aspects,
responsibilities for which and decisions on which reach into nearly all
our existing governmental departments and agencies. The various
Presidential and interagency committees established to effect some
coordination in limited spheres are insufficient to properly meet the
overall coordination required. What is needed is a flow of up-to-the-
minute data, information, and analyses from all the agencies con-
cerned with food to a centralized organization. This organization
should be charged, on a continuing basis, to exercise judgment and
reach decisions reflecting all input aspects and approaches and possess
authority to effectuate coordination. -

GOALS FOR A NATIONAL FOOD POLICY

This paper proposes a broader, more pragmatic, more consciously
planned approach to developing and effectuating a national food pol-
icy. Such an approach involves weighing andifalancing the varied,
often conflicting, group interests and attitudes in terms of broadly
conceived general welfare. It involves the international status, obliga-
tions, and policies of the United States. It involves and leans heavily
on a greatly improved flow of data and information to enable human
judgment to coordinate all these factors in ways which best meet our
national interests and which are acceptable to the Congress and to the
public as a whole.

A comprehensive and consciously coordinated national food policy
should be framed in terms of a body of broad general objectives which
would :

(1) Provide adequate supply and reasonable price stability to
consumers;

(2) Assure fair returns to farmers;

(3) Provide assured supply for a continuing high level of com-
mercial exports;

(4) Provide an available supply for feeding programs or dis-
aster relief at home or abroad;

(5) Enable the United States to fulfill its international commit-
ments and attain its objectives in food matters;

(6) Improve nutrition at home and abroad; and

GR-877--76 —— 12
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(7) Develop improved information and evaluation systems to
better achieve the above objectives, including effective informa-
tional flow back to the American people.

GUIDELINES FOR DEVELOPING A NATIONAL FOOD POLICY

A national food policy created to meet these objectives is_not only
possible and desirable, but essential. If the United ~ States is to fully
utilize its food supply capability in order to maximize not only the
economic benefits but also the political and social benefits, we must .
come forward with an organized coordinated? planned national food
policy. This can and must be coordinated with our free enterprise,
market-oriented economy. This policy must help to guide that free
market economy. It must set parameters so as to minimize economic
disruption and hardships to all segments of our society.

A national food policy would involve an assessment of the total food
requirement for a 10-year period. This would include domestic com-
mercial demands, domestic food assistance programs, commercial ex-
ports, food aid exports, and contingency stockpiles.

In several of the above requirements, basic policy questions are evi-
dent, and congressional action would be needed. It is proposed that the
Congress would ratify or ‘approve the 10-year national food policy
prior to its implementation.

Given these national food requirements, the executive branch would
then determine the conditions and inputs to obtain the matching sup-
plies. This would involve: (1) Price and income incentives; (2) basic
and applied research in production, marketing, and nutrition; (3)
adequate credit; (4) adequate transportation; (5) availability of pro-
duction inputs, such as energy, labor, and chemicals; and (6) efficient
processing and marketing systems.

The development of such a 10-year national food policy within the
framework of a basically free and market-oriented society must in-
volve many facets of our economy. It must include the inputs and best
thinking of farmers, agribusinessmen and researchers, et cetera. But
only government can provide the catalytic action, the leadership, and
the coordination to bring the best points of view into a decisionmaking
process. Congress and the executive branch must accept this
responsibility.

The primary purpose of this paper is not to fully develop the con-
cept and applcation of a national food policy. Hence, we have only
outlined a skeletal approach to provide the necessary background for .
evaluation of the alternative government structures for carrying out
such a food policy.

I1l. ANALYSIS OF PRESENT INSTITUTIONS

PROLIFERATION OF DECISIONMAKING

Preceding sections of this paper give some insight into why, until
recently, there has been little or no consideration given to developing,
proclaiming, and explaining a well-enunciated national food policy
and a coordinated approach to handling matters relating to food. United
recent years, we have struggled with a very real supply control or
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farm problem. Now we face what appears to be also a very real and
long-term food groblem. The rapid-fire events and changes ,recent
years, the need for more exacting data and analyses, and dire conse-
quences of inaction now dictate a bold new approach.

With a very thin supply/demand margin, we can no longer leave the
welfare of consumers and farmers to a widely fluctuating free market,
especially when central governments can exert such strong market in-
fluences. The United States, in particular, and other producing and
consuming countries have a vital stake in the rationalization of the
food picture.

As each crisis emerged in recent years, a new short-range patch-
work decisionmaking procedure was quickly inaugurated, generally at
the White House level. The effect has been to give to others rather
than the Secretary of Agriculture greater and eater responsibility
for food policymaking. In addition, it has resulted in an almost un-
believable number of councils, boards, agencies, and committees—
many overlapping and duplicating, but all designed to pull together the
necessary information for high-level decisionmaking. Not only the
White House has been responsible for this proliferation of decision-
making and coordinating %0dies. Several have been spawned by the
Congress. This whole situation is reflected in the Washington cocktail
joke that agriculture and food have become too important to be left to
the Secretary of Agriculture.

TWENTY-SIX DECISIONMAKERS

It is extremely difficult, if not impossible, to indicate each and every
organization, department, bureau, agency, council, board, and commit-
tee that has by law or executive oder been given some significant re-
sponsibility for at least one aspect relating to food. Many involve the
inputs to agriculture, some involve the production process itself.
Others involve marketing, distribution, and quality control. A number
affect the overall supply and utilization of food-particularly when
consumers and voters are up in arms over food prices.

This paper will attempt to enumerate the major agenci es, depart-
ments, or Government bodies that have some significant input in the
total food equation.

(1) Department of Agriculture, with its 23 agenci es, has the prime
responsibility for many aspects of food,its production, and use.

(2) Department of Labor, through its Rural Manpower Service of
the U.S. Employment Service, its Office of Manpower Development
programs, its national migrant workers program, and its administra-
tive responsibility for occupational safety and health, is deeply in-
volved in a number of aspects relating to food.

(3) Department of State, with its Under Secretary for Economic
Affairs, its Under Secretary for Political Affairs, its Assistant Secre-
tary for International Organization Affairs, and, of course, its semi-
independent Agency for International Development and its coordina-
tor of the food for peace program, is likewise involved.

(4) Department of the Interior has inputs in the food area through
its Bureau of Land Management which controls livestock production
cm Federal lands; its Bureau of Commercial Fisheries; its Bureau of
Reclamation; and its Office of Land Use and Water Planning.
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(5) Department of Commerce and its Domestic and International
Business Administration works with businesses involved in the proc-
essing, handling, exporting of food products.

(6) Department of Army, Corps of Engineers with its jurisdiction
over the Nation's water resour ces envelopment actually has tremendous
effect on agriculture.

(i) Department of Health, Education, and Welfare plays an im-
portant role particularly through its Food and Drug Administration.

(8) Department of Transportation has at least seven entities di-
rectly involved in transportation matters which have major impact on
the supply of productive inputs or the transportation of raw or proc-
essed agricultural commodities.

(9) Federal Energy Administration. with programs of allocation
of energy supplies to agriculture, is deeply involved. Its decisions

affect the ability of farmers to produce food and its proper handling

and processing.

(10) Treasury Department plays an important role particularly un-
der the current Government organization which brings the Secretary
of Treasury into nearly all economic decisions.

(11) Farm Credit Administration, supplying nearly one-third of
the capital needs of agriculture, is involved .

(12) Central Intelligence Agency, with its analyses of world pro-
duction, has become a significant part of the decisionmaking process.

(13) Environmental Protection Agency, with its rulemaking au-
thority in the agricultural field, can greatly increase the cost of food
production as well as affect the ability of farmers to produce the quan-
tities of food needed.

(14) Federal Trade Commission, with its responsibilities over legis-
lation affecting competition. is involved in food policy.

(15) Federal Maritime Commission is concerned with the condi-
tions of export of product~including food products.

(16) Federal Reserve, with at least six of its banks located in heav-
ily productive agricultural areas and with its decisions so intricately
interwoven with national economic policy, is a key factor in the food
decisionmaking process.

(17) Commodity Futures Trading Commission, recently established
to relate futures trading, has a significant role or effect.

(18) International Trade Commission, with its enforcement of im- -

port and export policies, affects food reduction and distribution.

(19) Office of Management and Budget plays a major role in deter-
mining food production and utilization through its influence on
and expenditures.

(20) Domestic Council, charged with long-range planning and with
making Presidential and legislative recommendations is involved.

(21) Council of Economic Advisers provides significant analyses
and inputs into decisionmaking processes involving food.

(22) Council on Wage and Price Stabilization, particularly during
its most active period of the early 1970's, had tremendous influence on
agricultural policy.

policy
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(23) Office of Special Representative for Trade Negotiations is a

key actor since agricultural trade is the largest single item involved in
our balance of payments and, as a result, greatly affects how much
farmers will be paid to produce food.

(24) National Security Council is involved in all major interna-
tional political and economic affairs.

(25) Council on International Economic Policy was created by
Presidential memorandum in January 1971 to improve the coordina-
tion of U.S. Government agencies in the field of foreign economic af-
fairs. With food playing so important a role, the CIEP becomes part
of the decisionmaking process.

(26) President% Economic Policy Board, established to advise the
President concerning all aspects of natignal and international eco-
nomic policy * * * and serve as a focal point for economic policy deci-
sionmaking, has an important effect on food availability.

Each of the above has some responsibility for decislonmaking in
matters that affect food policy. In many instances, a decision by some
of the above can have not only short-range but very important long-
, range effects. As an example of this, decisions in the field of energy
have major impacts in the energy-intensive modern agricultural plant.

WHITE HOUSE INVOIL.VEMENT

Since so man Government organizations are involved in one way or
another in food policy and food policy implementation, it is only nat-
ural that one must look to the White House, which is the area of recon-
ciliation and coordination, for the man-y, many inputs into the deci-
sionmaking process. The following chart outlines the Executive Office
organization for food issues. In addition to the groups, boards, and
committees outlined in this chart, the Domestic Council and the Na-
tional Security Council are, as noted above, both involved in many
matters related to food.

The complexity of the issue—the emerging importance of food—is
well indicated in the timing of the creation of various of these over-
lapping_groups, committees, and boards. On September 30, 1974 the
president created the Economic Policy Board. On October 30 1974,
the President established an executive committee of the Board, mod-
ifying his June 18, 1974, organization of the President’‘Committee on
Food. That committee was charged with “reviewing governmental ac-
tivities significantly affecting food costs and prices and provides coor-
dination for the Nation's policies relating to domestic and interna-
tional food supplies and relating to food costs and prices.” The Octo-
ber 30 memo also classified the position of the Food Deputies Group.
In addition to this and not shown on the attached chart is a “Monitor-
ing Group” which will daily review agricultural export orders. The
most significant export, orders are to be submitted to the Deputies
Group for deCISIOI’l
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On November 10, 1974, the Secretary of State established, under
Presidential direction, an international food review group shown in
the upper left-hand corner “to coordinate the implementation of the
U.S. decisions and initiatives stemming from the World Food Con-
ference * * * and make recommendations on further actions to be taken
to implement the measures announced at the Conference.” This follow-
up group is also required to ‘(coordinate” with the executive commit-
tee of the Policy Board. With the six groups as indicated in the chart,
plus the Monitoring Group plus the National Security Council, plus
the basic responsibilities of the Secretary of Agriculture, it is quite
clear that there is no coordinated decisionmaking process on matters
related to agriculture. Given this organization, one is tempted to sug-
gest that a new organization be established to coordinate the coordinat-
ing groups. It is clear that Government structures must be changed
and that change be accomplished in the immediate future if the asset
we have in the area of food is to be developed and maximized to the
best interests of the United States and the world.

1V. ALTERNATIVE GOVERNMENT STRUCTURES

In light of the foregoing, it is apparent that our decisionmaking
process with regard to food is highly unsatisfactory. With the growing
worldwide demand for food, our entree process of food production,
marketing, and distribution-both domestically and internationally—
dictate the need for a more precise, better coordinated information-
gathering structure and decisionnmking process. The tolerance of error
is so small that the system of compartmentalized and independent deci-
sionmaking on the part of the several Government bodies is no longer
viable.

This paper presents three alternatives to this problem. Each is
designed to focus into a single decisionmaking forum all of the inputs,
information, intelligence, provisions, and policy choices-whether re-
lating to political, economic, or social factors. The three alternatives
represent a progression from simple to complex, from minimum
change to major restructuring, from mere coordination to monolithic
policymaking and implementation, from minimum Presidential action
to full congressional consideration.

ALTERNATI VE NUMBER ONE-A NATIONAL FOOD COUNCIL, HEADED BY
A SPECI AL PRESI DENTI AL ASSI STANT FOR FOCD

Under this alternative, a special assistant--or counselor-for food
would be designated by the President. A food council involving the
Cabinet officers from appropriate departments would be established
»the President. No new legislative authority is necessary. Presi-
dential authority clearly exists to reorganize White House staff
functions.

A special assistant to the President for food would have the
responsibility to formulate recommendations for a general, long-range
national food policy. He would have the power to convene the food
council and to coordinate inputs from various departments and agen-
cies pertinent to the problem at hand, to request studies, analyses, et
cetera, from any department or agency of Government. He would
serve as a catalyst, coordinator, and convener. He would structure the
agenda and cause the council to focus on issues at hand, whether long-
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ran e policy or short-range urgent decisions. Actions or considerations
of the national food council would be relayed to the President, who
would direct appropriate Cabinet officials accordingly. In short, the
special assistant for food would gather facts, analyses, viewpoints, and
form these into recommendations for the President. Individual Cabinet
officers would have the clear  opportunity to present differing recom-
mendations directly to the President

The council, under the chairmanship of the special assistant for
food, would be empowered to deal with any matter rel ating to the
total food picture. This could include matters relating to basic research .
in production, use, or distribution of food, the availability of inputs
required in basic production policy, recommendations as to domestic
or international policies relating to the production incentives or deter-
rents, consumption patterns, etcetera.

O rating through and with the council, the special assistant for
food would coordinate food aid programs, allocation or embargo pro-
grams in commercial sales recommend new legislation and coordinate
varying legislative and policy positions. Operating independently or
through the oouncil, he would have the authority to use public ad-

isory _committees. He would,when appropriate_brief members of
ongress—CommMee leaders,et cetera-but would not normally ap-
pear directly before congressional committees. The appropriate Cabi-
net officer would car out this function. Neither the council nor the
special assistant would have final decisionmaking authority and all
implementation would be accomplished through the independent
agency or department. While the President would decide the member-
ship of the food council, it is likely that he would at least designate
the Secretaries of Agriculture (perhaps as vice chairman), State.
Commerce, and Transportation. The Council of Economic Advisers,
Office of Management and Budget, AID, National Security Council,
and Central Intelligence Agency and Domestic Council might also be
represented.

The special assistant for food would have a small core staff, prob-
ably no more than 10. In addition, there might be a second echelon
working level group from the member departments or agencies desig-
nated to flush out problems, pending issues, etcetera, for consideration
by th.food council. It is anticipated that the council would meet at
least monthly with the second echelon group meeting more frequently.

The "coordinating concept” here envisioned has been used on previ-
ous occasions. As the energy issue developed: President Nixon desig-
nated a special assistance for energy policy, with a similar coordinating,
convening, and catalytic role. The existing White House organization -
is not as clearly structured for obtaining inputs from all concerned
Government officials and departments.

ALTERNATIVE. NUMBER TWO--NATIONAL, FOOD AGENCY, HEADED BY
A CABIN-ET-LEVEL FOOD ADMINISTRATOR

This agency would have policymaking authority in any matter relat-
ing to food. The administrator would have overriding authority, sub-
ject only to the President or the Congress. on policy matters relating
to food. Implementation of decisions would remain with the various
departments as appropriate. Under existing authority, the President
could create this new agency, but legislative concurrence, authority,
and the necessary appropriations would be congressional actions.
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It is envisioned that this organization would involve up to 100 tech-
nical experts in each and all facets relating to food from research to
intelligence and assessment of food requirements of peoples through-
out the world. The administrator wouldhave full authority to call on
various agencies and departments of Government for analyses, studies,
et cetera. He would report directly to the President,.

A Cabinet-level food committee or board would be established in-
volving those agencies that have direct and significant inputs as relate
to food. Clearly, the Departments of Agriculture, State, Commerce,
and Transportation would be involved. but additionally AID, the
Council of Economic Advisers. National Security Council, Central In-
telligence Agency, and Office of Management and Budget would prob-
ably be included.

This Cabinet-level food committee would assist the Administrator
in developing national food policy. It should meet at least monthly,
with second echelon Under  Secretaries, Assistant Secretaries, or Ad-
ministrator’'s representatives meeting more frequently, Staff repre-
sentatives from the NFA would work closely wik their technical and
designated policy counterparts in each of the agencies. The NFA staff
would likwise have responsibility for followup to assure that policy
decisions of the Administrator are being carried out by the appropri-
ate departments. Individual Cabinet officers would have the oppor-
tunity to review and appeal NFA decisions to the President.

The Administrator of NFA would have the authority to use public
advisory committees, but would most likely work through the individ-
ual departments in developing national food policies. The agency
would be responsible for establishing all policies relating to food, co-
ordinating their implementation through Presidential directives to
existing agencies. The Administrator would brief and report to the
appropriate congressional committees and would present official ad-
ministration testimony in the area of national food policy.

ALTERNATIVE NUMBER THREE-~ NEW DEPARTMENT~ OF FOOD

The increasing importance of food suggests the advisability of con-
sidering a basic reorganization of the governmental structure. Such
a new food department would gather’ together the responsibility and
authority for a variety of functions now scattered in several depart-
ments, agencies commissions, boards. and committees that have a
direct bearing on our total food supply, its price, its quality, and its’
availability for domestic consumption, including food assistance, and
commercial and food aid exports.

From within the existing USDA structure, the new agency would
assume the functions now performed by the Agricultural Stabilizat-
ion and Conservation Service, Foreign Agricultural Service, Com-
modity Credit Corporation, Agricultural Research Service Packers
and Stockyard Administration?, Agricultural Marketing Service, An-
imal and Plant Health Inspection Service, Food and Nutrition Service,
Federal Crop Insurance Administration, and Farmer Cooperative
Service. Portions of other agencies such as Economic Research Serv-
ire, Extension Service. Statistical Reporting Service, and Farmers
Home Administration would be included as would some other minor
functions from other agencies. The remaining functions currently in
USDA involving the Forest Service, rural development, rural elec-
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trification, conservation, et cetera, would be involved in a separate
reorganization plan.

At least the following functions from other departments would be
included in this new Department of Food: The Department of Labor-
those that deal with farm labor; the Food and Drug Administration-
those dealing with the health, safety, and wholesomeness of food; the
Department of State-those primarily responsible for international
negotiations involving food; AlD—those that involve food aid; the
Department of the Interior—those in the Bureau of Land Manage-
ment relating to the use of Government-owned lands for grazing; and .
the Department of Commerce-those relating to food processing and
marketing.

There would be cases where a particular function logically fall
in either of two or three departments of Government. In these cases, -
should the decision be to not include the function in the Department
of Food, then appropriate and close liaison procedures would have to
be worked out so that the Secretary of Food would have full input
into the decisionmaking process affecting food production, distribu-
tion, and utilization.

Two examples where the advantages and disadvantages are approxi-
mately equal involve energy and transportation. Few other industries
are so dependent upon energy in the entire chain of production and
utilization than is agriculture. Natural gas is, of course, a basic in-
gredient in nitrogen fertilizer production. Supplies must be made
available on a timely basis for efficient production. Likewise, perish-
able commodities must be moved promptly when ripe and read for
harvest. Sufficient supplies of appropriate fuels must be available for
planting, and harvesting, and process* . Likewise, in the case of
transportation, farm to market roads, effective rail systems, barge
transportation, are all part of the process of moving commodities to
the farm, to the processor, to the market, and to the consumer, at home
and abroad. The Secretary of Food must have an input in these areas,
whether through his own organization or through a very carefully
designed liaison procedure.

In other cases where national economic policy is involved that could
affect food production, a new Secretary of Food would, of course, sit
on Cabinet-level committees. The implications affecting food could
be raised and considered through that approach.

This third alternative involves basic reorganization of ‘the executive
branch.. It would require Congressional action. Its total bud  would
be somewhat larger than the Department of Agriculture budget now, .
but considering that costs for other departments would be reduced and
greater efficiencies would likely result, the total cost to taxpayers
should be reduced. obviously, the Secretary of Food would present
legislative proposals to Congress, make reports, and testify on food
policy. He would have the benefit of public advisory committees. He
would report directly to the President and would be part of the Pres-
ident’s top decisionmaking team. In this way, the necessary infor-
mation and inputs concerning agriculture would be included in final
decisions made by the President.

RELATIVE ADVANTAGES AND DI SADVANTAGES OF ALTERNATI VES

While each of the three alternatives has certain advantages and
disadvantages relative to the other two, it should be noted that any
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of the three three would be preferable to the existing conglomeration 01
boards, commissions, councils, and departments. Even the first alter-
native, while somewhat similar to the existing system, offers a much
more clearly structured and delineated method of coordination.

From a management standpoint, the assignment of total responsibil-
ity relating to food, inherent in alternative No. 3, is preferred. The
public, the Congress, the President would all know who is responsible
for matters relating to food either in the policy or implementation
area. The straight and clear-cut lines of responsibility are a distinct
advantage. Decisions are likely to come quicker, since the tools of re-
search and analysis will be readily available. Duplication of effort in
various departments, bureaus, and agencies should be minimized, if
not eliminated.

On the other hand, the extensive governmental reorganization proc-
ess that is embodied i, alternative No. 3 could offer serious obstacles.
These are likely to occur first within the administration where there
probably would be great reluctance on the part of an Cabinet and
weny NEAd to give up his independent role. Also wit “ the execu-
tive, this reorganization would create considerable disruption Morale
could suffer while changes are being made until individual employees
understand their roles in the new organization. In addition, the legis-
lative reorganization would not just involve the executive branch but
would require approval by Congress. Here, built-in special interest
public groups could and likely would create considerable opposition.
~ best, a great deal of time would be lost in an area where immediate
action is necessary. At worst, opposition might result in nothing being
done.

Comparing the ease of implementation, alternative No. 1 stands
nighest. A Presidential order can be issued within a matter of weeks
setting up a Special Assistant for Food and a National Food Coun-
cil, and a degree of coordination so desperately needed could begin al-
most immediately.

However, the Food Coordinator or Special Assistant for Food would
not have final decisionmaking responsibility. He could only recom-
mend. Hence, from an efficient management standpoint, considerable
time and effort would be lost while the President, or others at the White
House, considered the validity and desirability of a particular set of
recommendations. Likewise, several Cabinet officers or agency heads
could be appealing to the President with different viewpoints. It would
be difficult to hold responsible the Special Counselor for Food without
the authority to carry out the job. Since the Coordinator would be
limited to consideration of top policy matters, and since the extent of
coordination is limited to top officials of appropriate departments and
agencies, many worthwhile ideas and effective evaluations from
middle-level Government management could be lost.

Alternative No. 2, a Cabinet-level Food Administrator, with clear-
cut authority for decisionmaking at the policy level, ameliorates some
of the disadvantages in either No. 1 or No. 3 but unfortunately also
loses some of the efficiency and effectiveness of No. 3. In terms of time-
liness, alternative No. 2 could begin almost immediately by Presiden-
tial order, although governmental legal advice indicates that congres-
sional ratification would be desirable, if not essential.

The decisionmaking authority in alternative No. 2 is clearly more
desirable than what can be envisioned under No. 1 and perhaps has
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an advantage over No. 3. The reason for this is that, in alternative
No. 2, the decisionmaking officials would be relieved of operating and
implementation responsibility. While there are pluses and minuses,
this alternative does permit the top policymakers to devote full time to
those decisions requiring their attention.

If Congress is to perform its full role in policymaking, alternatives
No. 2 or No. 3 are preferable to No. 1. Under alternative No. 1, the Spe-
cial Assistant for Food is a member of the President’s staff. | n alter-
native No. 2 or No. 3. the Food Administrator or Secretary would have
independent status and must look to the Congress for appropriations
and oversight.

Considering governmental cost or burden on the taxpayer, we find
no significant difference among the three alternatives. But any of the
alternatives would be preferable to the existing structures when meas-
ured on a cost-effectiveness basis.

As the preceding sections made clear, there are advantages and dis-
advantages to each alternative. Beyond these, the final choice would
be heavily influenced by a variety of circumstances existing at the time
of decision. For example, if a President desired a major government?
reorganization and felt the congressional and public mood was sup-
portive, he would probably lean towards alternative No. 3. If, on the
other hand. he felt that the fight involving reorganization would, be so
lengthy and disruptive as to delay complete coordination, he could turn
to alternative No. 2. If the Chief Executive felt that there would be
insurmountable difficulties i n obtaining congressional concurrence with
his changes, whether they be No. 2 or No. 3, and recognized the need to
bring about more effective coordination and efficiency immediately, he
would begin with alternative No, 1.

Likewise wi t h Congress-the circumstances and conditions would
determine their action. It would be most difficult to force a President
into alternative No. 1 through legislative action. On the other hand,
Congress could create an independent agency headed by a Cabinet-
level official as in No. 2 and could reorganize existing governmental
structure as in No. 3. It would be 'hoped this would be a joint decision by
the executive and legislative branches with the best inputs from the
private sector, from academia, and from within the career Governnment
the congressional employee ranks. In this manner, the best choice .
could be made based not only on short-range but long-range considera-
tion. y

Thank you, Mr. Brown.

[The following questions were submitted by Senator Humphrey to .
Mr. Jaenke and his answers thereto:]

uestion 1. Do you anticipate that in the future, Government Administrators

wil ?have to deal with both problems of excess supplies and threatened short-
ages?
gAnSNeir 1. We indeed anticipate that in the future Government administrators
will have to deal with problems of excess supplies and also of threatened short-
ages. There appearsto be, rather uniform agreement that population will continue
to outrun production in the LDC countries during the next ten years and that
there will continue to be a significant world-wide expansion in livestock and live-
stock feeding. It is anticipated that the U.S. will increase its production more
rapidly than its consumption and become more dependent on exports. The whole
world’s climatic and economic variations can be expected to impinge more and
mortlg greatly on. the U.S. as the world’s major food grains and feed grains
supplier.
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uestion 2. In your opinion is the legislative authority for dealing with threate-
ned shortages, or occasional surpluses, adequate for supplementing our free
freemarket system ? ) o

Answer 2."In our opinion, the curreut legsative authority is inadequate for
dealing either with surpluses or with threatened shorta_;;&. . .

The Agriculture and Consumer Protection Act of 1973 established target prices
for corn of $1.38 and for wheat of $2.05 for the 1874 and 1975 crops and limited
increases in the target prices for the 1976 crops to the cost increases in calendar
year 1975 and for 1977 crops to the cost increases in calendar year 1.976. The
period of the greatest increase in cost of production occurred in, the latter part
of calendar 1978 and in calendar 1974. The target prices for the 1976 crops wiil
soon be determined. These are certain to be unrealistically low and will provide
little or no protection against a surplus.

Thereis no specific legislative protection for threatened shortages. The 1973
Act established a reserve to be acquired under the price support program. But
supports are so unrealistically low-with none for soybeans--that this provision
is Ineffective. President Nixon applied export embargoes in the 1973 protein short-
age situation as “national emergency” measures, and there have been subsequent
export embargoes imposed on shipments to Russia and Poland by President Ford.
Not only has legislative authority for these actions been debatable, but they have
proved in many ways counter-productive both to our long-term export interests
and to important farmer interests within the country. o .

Question 3. If it is not adequate, what additional legislative authorities or
restrictions 0N government Officials are needed?

Question 4. | understand that most of your clients are farm cooper atives and
farm producer groups who are opposed to the establisnment of a grain reserve
program as proposed by the other members of the panel. Do you believe that a
grain reserve program could be developed and administered in a manner which
would benefit producersaswell as consumersand traders?

Answer 3 and 4. The Agriculture and Consumer Protection ‘Act of 1973 needs
to be revised to provide protection to both farmers and consumers. Such legisla-
tion should include meaningful target and loan supports for wheat, feed grains
and cotton and also for soybeans. The appropriate legislation for a reserve pro-
gram for food groing, feed grains and soybeans that can benefit producers, con-
sumers (including livestock farmers), and traders needs the most careful con-
sideration and the input of all these groups. It must also takeinto consideration
our country% international obligations and relationships. We believe that such
legislation can he framed and that such a program can be developed and adminis-
tered with general support from all groups, including producers. )

Question™ 5. If you believe a reserve program could be administered in a man-
ner to benefit producers, what are the key guidelines needed to assure that pro-
ducers would benefit from a national or international grain reserve program?

Answer 5. You ask for the key guidelines needed 1o assure that producers
would benefit from a national or international grain reserve program. .

As We view it, a suitable grain reserve program should be interrelated with a
suitable support program to the long run mutual benefit of grain producers, live-
stock farmers and consumers. While each group has its special short-term diver-
gent interests over price there isan underlying basic mutual long-term economic
interest. No one, except a few speculators, benefits from a roller-coaster boom
and bust_pattern of commodity prices. . )

Arise in meat prices so substantial as to give rise to a consumer boycott hurts
the livestock industry and then the grain farmer. A rise in feed grain prices that
bankrupts livestock fTarmersis tragic for that group and subsequently hurts con-
sumers and grain producers. These very developments have occurred in the last
threeyears.

Onythe other hand, the drastic fall in grain and soybean prices in the fall of
1974 and spring of 1975 was only arrested by the drought in the USSR and West-
ern Europe and in the Western U.S. corn belt. Had rains occurred in these areas,
grain prices, lacking meaningful support, and soybean prices, lacking any sup-

ort, would probably now be well below cost. Quite obviously, grain and soybean
armers cannot be expected to continue to produce for consumers and livestock
producers at below cost, This was recognized in the broad support aecorded the
Farm Bill passed by the Congress last spring but vetoed by President Ford.

Factors other than meaningful supports needed to assure producers are;

A. Government purchase at the “meaningful” target price up to the desired
reserve quantity.
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B. A sufficiently wide margin between the acquisition (i.e., target.) price and
‘the minimum sale price. o .
. C. Arrangements to store on the farm or through farmer cooperatives if facili-
ties are available and producers so desire. . ]

D. A loan program at not less than a certain percent of target with reseal
{)rlvnege and with conversion privilege for purchase at the target price” whenever
he reserve is less than the desired quantity. o .

E. Clear understanding on either eiminating or greatly Waiting (Russia)
export embar goes when reserves at protective levels are available.

uestion 6. Your sulgg&eted alternative Government structure No. 2 appears to
have advantages over the other two alternatives. What are the major advantages
of this alternative Government structure over the existing situation in
Government ? ) ) ) )

Answer 6. Not eveerody agrees with your conclusion that Alternative No. 2 is
more advantageous than the other two alternatives. We ourselves however, do
tend to agree with you in that No. 2 would more effectively coordinate the varied
and conflicting interests and approaches than would Alternative No. 1 and could
more feasibly and c*unckly be established and become operative than No. 3.

The advantages of Alternative No. 2 over the existing situation are:

A. Emphasis on the flow of information and data so that all aspects of food
problems and all the interests, both domestic and foreign, can be weighed and
taken into consideration. . ) o i

_B. Coordination of the decision-making process which is Row pulled in many
different directions. o ) ) )

C. Improvement in decisions in that information on all aspects would be avail-
able to be considered and weighed in each decision made. )

D. Improved coordination of the operating programs of the many agencies
dealing with national and inter national food problems.

E. Improved and broader information flow on all aspects back to U.S. pro-
ducers, processors, traders, and consumers and to foreign peoples.

Question 7. How would the responsibilities of the Secretary of Agriculture be
changed by your proposed alternative No. 2? )

Answer “7. The responsibilities of the Secretary of Agriculture would change
very little under Alternative No. 2 from the present. He would, however, regain
the active role in the decision-making concerning food that he has recently lost
to officials from varjous other department and agencies. = = |

%ugstlon 8. What in your opinion, are the major deficiencies in our current
food information systéms? ~— = . .

. Ar|15wer 8. The major deficiencies in our current food information system
involve:

A. The need for more complete and more up-to-date world information and
analysis thereof on production, trade consumption and stocks. )

B. The need_for improved techniques of relating weather information to pro-
duction potentials. . ) . ] ]

. C. The need for improved information on domestic consumption and on stocks
in_the United States Stocks in presently unreported positions vary greatly with
rice swings.

P D. B_ettegr coordination of the data now available, both within the Department
of Agriculture, i.e., ASCS, FAS, SRS and ERS, and of Agriculture with Census.

E. Improvement in the present export sales reporting, system furnishing break-
downs by quarters if not by months and improvement in'the breakdown by type
of contracts. . . L

F. Improved analysis and_ forecasting through a better coordination of theo-
retical model development with practical knowledge of the industry and with the
insight to spot changes. ] ) )

Question 9. Do you favor an integration of the Census of Agriculture and the
activities of the Statistical Reﬁortlng Service? . .

Answer 9. Yes. Now that the Census is using the sampllnghtechnlque rather
than attempting to cover the universe of the data, we think the SRS could do a
better job. The SRS has developed better cross-check devices. .

guestlon 10. What is the relationship between the Secretary of Agriculture
and the Food Administrator? . ) .

Answer 10. We visualize a relationship between the Secretary of Agriculture
and the Food Administrator somewhat similar to that which existed between the
War Food Administrator and the Secretacrjy in World War 11. The Food Adminis-
trator would prepare and recommend foo pollc%/ supported by all available data
from all sources to the committee on which the Secretary of Agriculture, the Sec-
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retaries of State, Labor, Transportation, etc., would serve but chaired by the
Food Administrator. The policy so determined would be carried out by the various
departments and agencies.

Mr. BRowN. Thank you very much, Mr. Jaenke. Your presentation
has contributed a great deal to my own understanding of this situation,
as | am sure it would every Member of Congress, and we appreciate
it very much.

I am going to defer questioning until we hear the additional pres-
entations arf hopefully Senator Humphrey will be here also to partici-
pate in the questioning by that time.

I understand the next presentation represents a joint paper pre-
pared by Professor Cochrane and Mr. Seth.

If I am correct in that, Dr. Cochrane, you may proceed and make
your statement.

STATEMENT OF WILLARD W. COCHRANE PROFESSOR OF AGRICUL-
TURE ECONOMICS, UNIVERSITY OF MINNESOTA, MINNEAPOLIS,
MINN.

Dr. COCHRANE. Thank you.

We are going to divide the paper in the following way. I am going
to talk about what we think are two great problems and what the
policy solutions to them are.

Mr. Seth is going to talk or focus more on what the Government
organizational needs of these problems would be.

Chairman BrowN. Do you have copies of your papers there?

Dr. CochrANE. Yes.

Chairman BrowN. You may proceed.

Dr. CocHrRANE. As | said, I would like to talk about what I consider
to be two great problems confronting U.S. consumers and reducers
of food. To an important degree, these problems arise in the United
States from developments taking place around the world and, hence,
make the policy confronting U.S. consumers and producers of food
different from what we have been used to in the past and these
problems are somewhat more difficult to deal with.

The first problem I would mention is what | call the food price trend
problem. I expect the real price of food to increase over the next 25
years. This is in somewhat contradiction to the summary of reports
that Ed Jaenke reported, and it is somewhat different than Professor
Tweeten is going to say.

The other problem is the price variability problem, particularly the
grains that Mr. Jaenke emphasized.

I think the position of Mr. Seth and myself on this variability
problem and grains is almost exactly as our colleagues see it.

The price elasticity of demand for grains is very inelastic. We have
weather fluctuations and fluctuations in growing conditions around
the world. Small changes in supply create very great price movements.
Since the United States is linked to this world market-1 read where
now we are supplying 50 percent of the grain moving in international
trade—anything that happens in the Soviet Union or India in the
way of variation in production is immediately reflected in price move-
ments in the United States.
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It seems to me that there is an increasing agreement t hat the prob-
lemis here, anditisnotgoingto goaway because weatheris not going
to become more stable. It is generally reed that private trade cannot
deal with this kind of problem and the elasticity of demand is not
likely to change.

So, although we cannot predict within any certainty whether the
prices are going to go up or down next year, we can predict with
almost certainty that this short-run variability problem will be with
us and prices can and will move in the extreme.

I will not say more about this problem.

With regard to the long-run price problem, trends problem, there is
a great deal more disagreement in this area.

We argue in our paper that the real price of food is likely to increase
in the long run. We have not, in our paper, done elaborate economet-
ric analysis of this. | am greatly impressed with the ones | see around
the world because, basically. what everybody is doing isassumingthat
what happened m the 1960's is going to continue in the 1970s and
1980's. Ifyou put into your econometric model the growth trends of’
the 1960's, you get out of it as results in the 1970’s the same as you had
in the 1960%.

So if per capita food consumption around the world remained al-
most constant as it did in the 1960's, and if that is the stuff you put
into your estimating models, that is what you get out in the 1970's
and 1980’s.

I will argue that the real price of food is going to increase for three
different kinds of reasons. Two, I think, are certain as the sun coming
up--well, not quite that certain, but pretty certain-and one quite
conjectural, but I would like to raise it.

The first consideration are the supply considerations. It is commonly
said there is plenty of land around the world.

With that | would agree, there is a lot of land around the world.

The problem is that there is damn little land around the world that is
readily available for cultivation. Even in our own country, when we
bring in any new land, it is typically going to be low-yielding land or
we have got to invest heavily. into it to make it high-yielding land,
which means lands will come into production, if and only if product
rices rise. The price of the product must rise enough to bring the poor
land into production. You can make any acre productive if you will
spend enough money on it.

The same holds true with regard to water. In 1@@ you have got
to pump it from lower depths. Here., you have got to move it longer .
distances.

Water is short. It can be obtained. You can convert sea water into
fresh water if you want to spend enough money on it.

The point | wish to make is that both of t hose resources are becom-
ing increasingly scarce and are going to be scarce, and the only way
you can bring more of them into production is to pay more for them.

Turning to the demand considerations. In the 1960”s we were all sur-
prised, impressed, and pleased with the great increase in the demand
for grains in Western Europe. and in Japan to produce more meat in
those areas. So our commercial exports of grains increased signifi-
cantly in that period.

During the early 1970”s, we have seen Eastern Europe and the
Soviet Union moved from exporters in grain to very large importers
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of. grain. Why? For the reasons Mr. Jaenke said, they want to main-
tain their livestock herds. They want to increase their per capita meat
consumption.

What many people do not realize is that as development is occur-
ring in the developed world, what is happening is that people in the
developed world want to eat like people in the United States eat. They
want to eat more meat) and they are importing grais from North
America to do it.

Thiss has been a very important factor, tightening the international
grain market. And aslong asdevel opnent occurs in the Western
World, there is going to be increased demand for our grains to produce
that meat.

The other demand factor is that the world population is going to
double in the next 25 years. The young people who are already on the
Earth are going to reduce the babies. So we are going to have to
double our food production in the next 25 to 27 years, These factors are
going to be very important demand factors, increasing demands for
grain.

‘ The two conjectural considerations that | would mention that make

the future tenuous are as follows: Farm technological advance is sput-
tering. 1 use that word "sputtering" advisedly. We have had no
technological development recently comparable to hybrid seed corn
in the United States of two decades ago.

What is going on around the world now is that we are refining many,
many things. All of these refinements are helping to increase produc-
tion. These refinements are slowly increasing food production per acre.
But there has been no dramatic breakthroughs m the last 5 years.
Maybe one will occur next year.

Maybe we will learn how to double the yield of soybeans. I will not
say we will not. All I am saying is that farm technological advance
ispresently sputtering.

It is not pushing yields up with the regularly and persistence that
occured in the 1950'sr the 1960’s. That is one conjectural element of
the future.

The second conjectural element is with regard to the weather. The
Northern Hemisphere is cooling. It has been cooling for the last 25
years. These trends can run anywhere from 50 to 200 years in dura-
tion. 1 do not know whether the Northern Hemisphere is going to
continue to cool, and a little ice age is going to come along in the
next 100 years or not. All I know is it has been cooling for the last
25 years,

History suggests that these waves go in long movements. We also
know that with the cooling of the Northern Hemisphere, that weather
and crop growing conditions become more variable in the monsoon
areas—where the rains come in off the ocean. My guess is, or my judg-
ment is, that on the basis of changing climate, that crop growing con-
ditions over the next 10 or 20 years are not going to be any better than
the last 10 or 20 years. And they could be a lot worse.

I admit these last two points are conjectural.

But I think there is enough substance to them that they need to
be taken into consideration. They do not lend credence to the fact that
you predict by just projecting the trends of the 1960's into the 1970’s
and 1980's and expect development to be the same.

6S-S77—6-—13
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Now, how do you deal with these problems?

With regard to the variability problem—there has been enough
work in the last 5 years to suggest how you deal with a shortrun vari-
ability problem. We need to develop an international grain reserve
program to deal with this problem. It can be done by the United
States alone. The quantities involved are no more than we held in 1960.
It could be done by the U.N. if the U.N. had the administrative ca-
pacity to do it, which I doubt.

And, as Senator Humphrey has heard me say in the past, | think it
will most likely be done, if it is going to be done, by four, five, or six
of the leading importing and exporting nations of the world getting
together and forming an international agreement to stabilize gram
prices.

How would this occur ?

One formulation could involve the stability of grain prices within a
plus or minus 10 percent of trend. I am going to publish a document in
the near future, probably within the next 2 months, which is going to
suggest that we can stabilize world grain prims within 10 percent, plus
or minus of trend, with an average reserve grain stock of 60 to '70 mil-
lion tons, with 90 percent probability of achieving the stabilization
objective.

You cannot make sure that you always hold the prices within a
range, plus or minus 10 percent, without carrying a very large stock.
This means that in 1972 or 1973 if such a program had been in opera-
tion, it would not have completely held prices within 10 percent of
trend, but it would have kept prices from rising in the extreme fashion
that they did.

So my first point is that we need an international reserve stock
program.lt is feasible in terms of the quantities. It is feasible_in_terms
of achieving reasonable prices stability. The only thing that is lacking
is wise and strong leadership from some of the leading nations.

If we can get some wise leadership from countries like Japan,
United States, Germany, Australia, ardCanada, such a program can
be brought into being.

It seems to me that the United States, in light of our key position in
the world, should provide the leading part of that wise leadership.
And we are not getting the kind of leadership that | think we need to .
deal with this problem.

Mechanically, it is feasible. That is the point I want to make. It is
not, out of the question. The people around this table could provide the
administrative and type of economic advice that is needed to run such
a thin% It is the leadership that is lacking.

With regard to the long-term problem-we have a very much more
difficult, problem. To deal with it two things must happen. Or we must
make them happen.

One is we have got to have a worldwide research and development
program. an R. & D. program, with the capacity to bring about rapid
technological advance again, not only in agriculture, but also in
energy.

Because much of the technological advance in the last 30 or 40 years
has been the substitution of cheap energy  for human labor, we must
have an effective worldwide research an development program that
can step up the rate of technological advance in the energy field.
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I think this is possible; the trained personnel in the world exists
with respect to agriculture. The pattern of international research is
established. | think again what we have to have here is more imagina-
tive leadership on the part of the production scientists and more
money in the worldwide research and development complex, But this
is possible. We don't have it yet, but we can if we want it.

The other half of we have got to do-and when | say we, | am talk-
ing about the world now-is achieve a stable world population in 35
years. If we do not, then everything we are talking about here will be
for naught.

In this connection | am very pessimistic because | do not see any of
the countries where the rapid increases in population are taking place
doing anything effective about it. In fact, they are saying quite the
contrary. They are saying you are rich, and if we want tobreed, that
is our privilege and you should help us support ourselves.

I know some studies that are going on in the new International
Research Institute located here in Washington that suggest that the
food gap in the less developed world will double in the next 10 years.

I am involved in some work which suggests that in the next 20 years,
if we cannot stabilize world population, the amount of grain we will
need to transfer to the LDC’sis so great that you cannot even contem-
plate it.

Therefore, I am arguing that the long-run trend problem, is a very
difficult problem, and it is not going to be easily resolved.

The short-run fluctuation problem is important, but here we know
what to do about it. It is just a question of having the courage to do it
and some political leadership that can get us moving.

Thank you, Congressman Brown and Senator Humphrey.

Chairman HumpHREY. Thank you.

Lauren Seth, do you have some comments you wish to make?

STATEMENT OF LAUREN SOTH, WRITER-ECONOMIST, CHAIRMAN,
NATIONAL PLANNING ASSOCIATION AGRICULTURE COMMITTEE,
AND MEMBER OF THE OTA FOOD ADVISORY COMMITTEE, DES

MOINES, IOWA

Mr. Sorer. Well, my colleague, Dr. Cochrane, has explained our
paper so lucidly and extensively that | do not think there is much for
me to say. But'l would like to make a couple of points.

First, Senator Humphrey and Congressman Brown, the National
Planning Association Committee on Agriculture will have a statement
on national and agricultural policy released about, the 7th or 8th of
January. | think you might be interested in it, it does not deal with
international aspects as much as this hearing, but has some suggestions
on adjusting our acreage bases for possible future use, and on price
supports, commodity loans, and soon.

Chairman HUMPHREY. You will see we get a copy of that?

Mr. SoTH. Yes, | will get you a copy.'It was prepared by Prof.
Harold Breimyer, University of Missouri, and there is a committee
statement accompanying it.

il 1 The statement of the National Planning Association Committee 1s retained in committee
iles.
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For the purpose of this hearing I should like to emphasize again, as
I have many times before, ‘and | know Senator Humphrey is interested
in this, the importance of national planning and goals in a

I think I mentioned to you onetime before, Senator Humphrey
that I would like to see more direct mention of agriculture in the bill
by you and Senator Javits on agriculture; particularly m this world
food situation that Mr. Jaenke and Dr. Cochrane have described so
ably , it is essential that we set some production targets each year for
leading commodities. We should have been doing tat all along. We
can do that under present legislation.

In order to have an agriculture plan that means anything, of course,
you need the best available political and economic intelligence, and
we can see in this current year that we certainly are not getting very
good intelligence. In the” middle of the summer, the Department of -
Agriculture was | think estimating a Russian crop of around 180 mil-
lion tons——

Chairman HUMPHREY. Actually, higher.

Mr. JAENKE. The Soviet goal was initially 215 million.

Mr. SoTH. TIM Soviet goal was over 200 million. The first estimate
by the U.S. Department of Agriculture was around 180 million.

Mr. SotH. Then down to 180 million. Now, the latest guess is around
140 million. That is not all the fault of our people, of course, but it is
the inadequate of the Russian reporting system. | mention that just
to show that if you are going to plan a reserve program, a reduction
program in this country, we obviously need far better intelligence on
what is going on in our own country and around the world.

We have the ‘best reporting system in the world. | know Harry Tre-
logan, recently retired Director of the USDA Crop Reporting Service,
is in the room here, and he would be the first to agree that it could be
improved.

We do need to put more emphasis on this matter of getting the best
information available. My colleague and | have suggested toward the
end of this paper that some reorganization and coordination of in-
formation-gathering and analysis in our Government would be helpful.

The responsibility for world food information now is split among
three agencies in the Department of Agriculture. We believe there is
some confusion of function in this setup. We could do abetter job of it.
The foreign commodity analysis unit of FAS, we think, might well be
transferred to the Economic Research Service. It is logical to combine
those two staffs and place them under an agency which has no action
responsibility. FAS does have a sales responsibility and as earlier state- .
ments before this committee have indicated, there is at least a suspicion
of some conflict of interest there.

Necessarily, under our present setup, we have to get information on
other countries to the agricultural attaches until such time that special-
ists in crop and livestock reporting might be substituted for these
people. | stress again the importance of getting better information for
our own policymaking.

We also need better analysis of the available data. And the logical
agency for that is ERS, where most of the analysis goes on now.

If we are going to run this international reserve program that all
three members of this panel agree upon, I think the first step is to take
action to get better information and to insist, if we can, more effec-
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tively on better information out of the Soviet Union, the biggest single
grain producer in the world.

Thank you, Senator Humphrey and Mr. Brown.

Chairman HumpPHREY. Thank you.

[The material referred to follows:]

[The following paper was submitted by Dr. Cochrane and Mr.

Soth ]

Foop AND AGRICULTURE PoLicY CHANGES NEEDED IN LIGHT OF THE NEW WORLD
Foop SITUATION

(By Williard W. Cochrane and Lauren Soth®)

(A Paper Prepared for the Office of Technology Asessment)

The United States needs changes in its food and agriculture policies and in
government agencies to cope with urgent world food problem?% o

The recent agreement with the Soviet Union providing for a minimum annual
level ofdgrain exports to that country could become a significant stabilizing factor
in world grain markets. But much more needs to be done to dampen down and
moderate wide and unpredictable swings in agricultural prices-a problem that
has been accentuated in the 1970's. .

Tremendous pressures are placed on the American free market system by
the lack of a free market system in most of the world. U.S. consumers and farm-
ers have been absorbing most of the instability in the commercial food markets
of the world. . . . . .

All the other major_agricultural export countries, including Canada, Australia,
Argentina, and Brazil, maintain various kinds of governmental controls over
exports. All export sales of grain by Canada, for example, are made through the
Canadian Wheat Board, a quasi-governmental body established in 1935.

The European Economic Community has established internal price support
policies for farm products and levies countervailing duties on imports equal to
the difference between the world price and the internal support price. Another
major importer, Japan, buys wheat and barley through a government food
purchasing agency and closely superwses(j)rlvate imports of corn, grain sgrghum,
and soybeans. The U.S. S. R., China, and other Communjst countries of course
make all their import purchases through government agencies. »

Thus the major food exporting and importing countries_have policies to
shield their farmers and consumers against extreme_ variations in prices. Without
such stabilizing policies in this country, American producers and consuners are
left to take much of the shock of chan%esm world supplies. '

Projections by experts of the U.S. Department of Agriculture and of the U.N.
Food and Agriculture Organization indicate that world trade in grains will
grow in the future. ‘Demand for food in the developing Countries is likely to
increase faster than production, requiring increased imports. USDA projections
up to 1985 indicate that grain production in the developed countries will grow
faster than demand, leaving a sufficient quantity available for export to less
developed countries. . ] ]

But there is likely to be considerable fluctuation “from year to year’ in the
total world grain sup Ig. Since the United States is fully integrated into this
world grain market Fa out 56 percent of the world trade in feed grains in
recent years, 50 percent of the trade in soybeans and soybean products,. and
45 percent of the trade in wheat), it is essential that this country consider means
of dealing with world instability. . . . .

The short world gram crops of 1972-73, intervention of the giant Communist
countries into world markets for grain on a large scale, the sudden quadrupling
of the price of imported oil and the incidence of famine, and near-famines in
several countries have altered the world setting for U.S. food-agriculture policy.

Famines are not, unfortunately, uncommon to this earth; in fact, the latest
ones are mild comPared with many of the past. Nor is the finite character of
fossil energy supplies, especially petroleum, something previously unknown;
war nings have been sounded for decades by geologists.

1 Professor of agricultural economics, University of Minnesota. i
2 Writer-economist : chairman, National Planning Association Agriculture Committee, nnd
member of the OTA Food Advisory Conmittee.
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But the magnitude of recent changes in grain prices and world trade and the
coincidence of these with the energy price hike delivered a shock to world con-
sciousness about food, The steep rise of prices of basic foodstuffs in 1973 and
1974, along with the plight of undernourished people in Bangladesh and the Sahel
region of Africa,dgave common currency to the term “food crisis.” Governments
took stock of food prospects, and a World Food Conference to consider remeflial
measures was held in Rome in late 1974 under sponsorship of the United Nations.

The food shortages in the early 70's have revived long-range fears of population
outrunning food production capacity in theworld. These fears had been quieted
for several decades as food output per person gradually rose, and success stories
about agricultural progress flourished in the less developed countries. New seed
strains, more fertilizer, better irrigation, and new disease and insect controls,
with technological help and capital from the wealthy countries promised steadily
improving rations for hungry people in the future. Then'the rapid dlsagpearance
of the large grain reserves carried for many years in the United States and
Canada roused the old fears of fgradu,’:\JIy wor sening food scar city, )

In this new atmosphere of panic,” we often hear predictions of calamity and .
proposals for radical “solutions.” For example, some prophets of disaster have
proposed what they' call the “lifeboat” system of meeting the food problem. Only
the most promising of the poor countries would be aided by the rich to seats in
the lifeboat, abandoning the others to extinction by starvation, because_there
aren’t enough seats in we boat for everybody. Another version of this idea is
called “triage,” a French army term for rescuing the wounded who have the
best chance of survival, rather than using limited medical manpower in a futile
effort to save all. o . .

We reject such an apocalyptic view of the world food situation. We do not
minimize the problem of the long run-of humankind increasing faster than the
means of sustenance. But neither do we want to foster an attitude of hopelessness,
such as the “lifeboat” concept implies. We believe wise policy and intelligent
action can bring about a resumption of steady gains in food nufrients per person
in the poor countries, gains which continued until the recent short harvests in
several key production areas. ) .

In the revival of ancient fears about the food-population equation, people
tend to overlook another good-agriculture problem we regard as critical to food
security. This is the problem of instability of supplies and consequently of prices.
Some of the errors in food-agriculture policy have come from projecting short-
term swings in supplies and prices. (The current doomsday predictions contain an
element of this. ) i ) ) ) .

In this resgect, we want first to look at this nagging problem of instability. Let
us assume that the real cost of producing grains and hence of food “will rise
over the next q#_arter-century. We will have something to say about possibilities
for changing this trend later, but for now let us project a gradual rise in the
prices of grains for these reasons: .

(1) The supply of new conventional productive resources-land and water—
as a source of increased food output will become scarcer as more of the easily
developed land is developed. ]

82). Energy resources will become scarcer, especially easy-to-use petroleum -
and natural gas. . . .

. (3) Weather conditions in the temperate zones best suited to cereal produc-
tion may gradually worsen, as some climatologists believe, in the next quarter
century.
" (4) ¥>I%pulat|on will continue to grow rapidly in the less developed areas of

e world.

(5) Demand for grain for production of livestock products will continueto
grow in the more highly developed, richer areas. The consumption of livestock
products has been growing as economic development progresses and countries are
willing to put more resources into agriculture to get more livestock products.

s the
A AT OE e B R i ot TR e T St ] o M a0 St (e

make upnearly SO percent of the crop acreage in America and ar e the balance wheel of the
agriculural eConomy.
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THE PBICE | NSTABILITY PROBLEM

U! this gradual upward trend occurs in prdces of food, due to slightly declinin
output per Person, it certainly will not be a smooth configuration. Prices of cer
grains will fluctuate widely and unpredictably. We show thisin a symbolic graph
in Figure 1.

Instability of prices is likely to be a more serious problem in meeting the world
food needs of the next quarter century than the trend of total food output.

The reasons we can predict instability with confidence are straightforward
and indisputable. o ) ) )

(1) Demand for grains is highly inelastic small change in supply results
in a big change in price. If the supply is short, people will bid up the price trying .
to maintain their consumption, but if the supply islong, people will not increase
consumption much, even at a low price. ) )

(2) Production of grain is unstable and unpredictable because of unpredictable
weather conditions. o ) ) ] ]

(3) Demand. for grain in international commerce is unpredictable and erratic, .
because of policy changes in importing countries, primarily the state-trading
countries. Here, for example, are the imports of grain into the Soviet Union in
the last three years and the estimated total for 1975: Million

Tear: metric tons
I e eI T E 20.8
e I 1o s
‘9 e 4.9
1975--mmrmmmrmmmrmmrmmmmmmm e emmemeos mmmmmeemmemmeeee- 25.0

Thi s in-and-out buying on the world market jolts commodity distribution pat-
terns and prices.

(4) Countries are closely linked in a network of grain trade toda?/, where
conditions in one |mport|n% or one exporting country are quickly reflected in
prices the world around. The United States is the leading exporter, by far, and
Itsmarkets ar e extremely sensitiveto the factors’ mentioned above.

(5) The prices of individual food products may be expected to zip and zoom
in wider swings than the average price of all foods. Variation will depend on
the lags in production of livestock products and the degree of substitutibility for
some individual foods. Food-agriculture policies in different countries also vary
for particular foods. On the whole, however, food prices for any country will not
stray far from the general movement of prices (dashed line in Figure 1) unless
that” country is willing to isolate itself from the world trading system. )

To sum up, the United States is confronted with a critical problem of insta-
bility in food and agriculture in the next quarter century. The forces causing this
instability arise in large measure outside this country. . .

Consumer groups and humanitarians who have been focusing on the perils of
long-term growth of world population in relation to food output would be wise
to look more closely at the consequence of year-to-year changes in supply and
demand. Fluctuations such as those of the 1972-75 period harm consumers by .
causing extreme advances in food prices which tend to become anchored into the
structure. Rigidities in costs of processingand distribution tend to keep retail
prices from falling when supply increases as much as they rise in time of short

supply.

Ig—%rymers and their organizations and U.S. Government policy have given rela-
tively little attention to the stability’ question. In most of the last forty years,
the central issue for farmers was to0 maintain a high, profitable price level in a
time of surplus production capacity. It is difficult for a farmer to see the
advantages of stability or leveling out the peaks and valleys of prices. That
process implies limits ‘on the upswings of prices, as well as limits on the down-
swings. A farmer can readily see the benefits of the latter but does not like to
face up to the economic and political necessity of the former.

Political realism, however, requires farmers to recognize that they cannot
claim protection against disastrously low prices without also yielding to_the
claim of consumers for policies to protect against disastrously high prices.
Obversely. consumers cannot claim protection against soaring food costs without
arJ]sp yielding to the claim of farmers for protection against damaging declines in
their prices.

Altk?ough the U.S. has not developed a deliberate policy of food-agriculture
supply and price stabilization, the functioning of price-support and commodity
loan programs did, prior to 1972, provide a measure of such effect, as a by-
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product of other policy. Large accumulations of grain under government control
in the late 1830's (called “burdensome surpluses”) became valued reserves for
the extra demands of World War Il. Unquestionably, Americans had better diets
and were able to supply their allies more fully because of this grain reserve.

Similar inadvertent reserve stocks were beneficial in maintaining reasonable
food prices in the 50's and 60’s Livestock producers were not faced with such
sharp rises in feed coats as would have occurred without t.@ stockpiles of grain.

In 1972-73 and 1974-75, by contrast, we have seen financial crisis and violent
disruption of the livestock Industries from short feed supplies and steep rises in
feed costs, stemming from the combined effects of world drought Russian-Chinese
imports and inflation Livestock price rises added to inflationary pressure on the
entire economy. ) ) ) )

In the light of this experience we recommend a national food-agriculture
policy to deliberately stabilize the supplies and prices of grains.

PRODUCTION TARGETS

We believe the place to begin is to set production, target each year for the
leading agricultural commodities. Under the Agriculture and Consumer Protec-
tion Act of 1973, the U.S. Secretary of A%riculture is required, in effect, to make
such calculations in" determining whether to establish” crop acreage
and if so, how much. So what we are calling for here is not a new planning system
but the effective employment of a system now on the lawbooks. )

The target for each commodi t'y would be constructed f r om five components :
(1) Domestic commercial requirments; (22 Domestic food assistance require-
ments; (3) Commercial export demand; (4) Non-commercial exports; that is, a
food-aid commitment for poor countries; and (5) A requirement to replenishh the
U.S. share of an international grain reserve.

In order to make the best possible estimates of these aggregates, the Depart-
ment of Agriculture needs the best possible political and economic intelligence
about world supply and demand. The U.S. Government ought to take the leader-
ship in helping to improve crop and livestock reporting services for other coun-
tries, the United Nations Food and Agriculture Organisation, and the new World
Food Council. . ) ] ) )

_ The least predictable element in the above list of five production requirements
is No. 3, the estimate of commercial exports. International cooperation in sched-
uling grain exports and imports, better crop estimating in major Iproducln_g coun-
tries, and forward contracting for grain by importers would help stabilize this
element of total demand. . . ]

The United States and the Soviet Union have an agreement to exchange agri-
cultural data, but it has not been carried out as well as it might be. We urge the
U.S. Government to press for full cooperation in the furnishing of information on
production, rise, and stockpiling of food commodities, especially grain. Invest-
ment by the United States in improving the fundamental data base both home
and abroad for_projecting commodity requirements would pay a high return in
terms of reducing surprise, uncertainty, and speculative price gyrations

We believe that establishment of national production targets or goals each year
would provide improved guides for individual farmers in planning their own
operations. It would formalize a public commitment on the part of the U.S.
Government as to the food needs of consumers and other claimants to America’s
agricultural abundance. . o

Setting production targets--and giplng through the process of collecting infor-
mation and analyzing it in the public arena--is in itself a valuable contribution
to wiser matching of output and needs. But to be most effective the Government
must back up production targets by realistic incentives for producers. And Gov-
ernment must, of course, carry out objectives in food aid at home and abroad
and in the acquiring and distributing of grain reserves. .

Government programs already exist for purchase of commodities to supply
food aid and to build reserves. (Later in this paper we propose improvements in
these mechanisms. ) We emphasize that these programs should be used on a

lanned, rational basis, with understood procedures and upper and lower limits
or executive action.

Although the experience of the last few years would seem to rule out a return
to crop acreage adjustment as a backstop to supply stabilization, a longer view
indicates that such programs may be needed when there is a probability of price
depressing surpluses. We believe the cropland set-aside system now in the law
is the most workable method. But the bases for these set-asides could be and
should be improved. The historical base system would produce wide inequities
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among farmers if set-asides were reinstated. We recommend a revision of bases
on a formula of resource conservation. Now is an excellent time to set about this
reformulation, in a period of full production and non-use of incentives to reduce
output.

he Government ought to be prepared to’ assure farmers needed inputs, at sub-
sidized prices if necessary, for commodities for which an expansion of output
is souglht. This is being done from time to time, with regard to propane for
example,and could become essential in other respects as the energy problem
b ecomes m o r e acute.
_Incentive prduction payments mRy needed at times to reinforce the market
in inducing expansion’of output in  “needed communities, In the main, however,
we believe a vigorous program of outlook and production information for farmers
can be relied upon for serving such objectives. ) )

It will be noted that we do not mention price-supporting action by Government
as a tool for helping achieve production goals. Our overall policy seeks to stabilize
prices-that is, reduce fluctuations--and we believe it would be contradictory
to intervene in markets in another context. (More about this later. )

R TR TR A PRI SO NI ST AT L B S U TS BN T A PSSR SR IR
SN ey STAYTIAING oBto gRARy aFCEs IN,TEE sHosr Ron L
- We tiri 116w to d yroposal fot méuemg tHe Hiyctustions in world grain pridces,
the “@isripting Effettd of ‘which have bk harmfu¥ Yo ‘both consumers and ‘pro-
ducers i1 ‘the" eaFly 70'5. THiy 14 tHe' hédtt of cur‘toed-agriculture policy for the
United states: . - ‘:w‘ NG i ke T g o '4{»‘“‘15‘4’_."-.‘}~‘r. ® .
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© ¢ %'T) Governmehnts should stand rei td acquire (or assuré the holding by
privete individuals and firms) of ‘stocks at’ thé lower boitndary of the price
range; R ettt i FRER A :
:.+ {2) They should stand ready to release stocks at the wpper boundary of the
“price range; and, as a régult;-: 0 - - T o oo i
-1(3)' Even out suppliés fowing into markets over time, holding prices with-
in the bounded price range.:  ° o : o

OPERATING A GRAIN RESERVE PROGRAM

The grain reserve program might he operated by the United States alone, by
a United Nations agency alone, or by a group of countries under an international
agreement, T . Vot . 5

As we have mentioned, the United States did, for all practical purposes, op-
erate a world grain stock program by itself for many years. Canada was an in-
voluntary participant part of the time.* The stocks: were accumulated under the
farm price support, program and released. when world demand sent prices soar-
ing. The cost. of; this operation, which was: of considerable benefit to the world,
especially the less developed countries;such as India, was borne by the American

There are advantages and disadvantages to each of the three organizational
forms we have suggested. The U.S. handling the program alone, as the biggest -
single producer and exporter, could probably do the most effective job. But the
cost would. be on one country. The United Nations system is the most logical from
the viewpoint of world politics and of sharing the cost equitably. Ultimately, we
would hope this could be the way to run a grain supply stabilization plan. But
there are obvious difficulties in administering such a program in the U.N. today,
with its antagonisms and consequent incapacity to make decisions on rational
economic grounds. o o

We. conclude that the most practioal system at this time is an organization
with a small group of countries (say the U. S., Japan, Britain Germany, Canada,
and one or two others). Such a group, we feel could work together effectively.

World grain prices can be stabilised at plus or minus 10 percent of the trend,
we believe, with 90 percent probability of” achieving this range, with an average

rain reserve of 60 to 70 million tons. This is manageable; it is not more than
the stocks held in the United States in the 1950's. Such a stock program, properly
managed, would provide the mechanism for evening out supplies flowing into
consumption and consequently prices for both consumers and producers. (See
symbolic diagram; Figure 2.)

ACann&lan Wpea.t Board omclﬂs recenttly have EX?eased Interest ip cooper?gion wiﬂi tBe
U.8.and Australja In mi a%ug the ex o trade %n eserve atoeks OF grain. (See article by
gg%ggr.&%hin&s anada kEyes Cartel with U.S. 0N Grain,” Des Moines Sunday Regiater,
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In operating the price stabilization program, we would let the price trend
unfold itself through a moving three-year average of market prices. The price
stabilization objective for, say, 1976, would beP us or minus 10 percent of the
average of the last three years. Other methods of establishing abase for stabiliza-
tion operations are, of course, possible, and the best guide would be several years
of experience, But for a start, we think the Wee-year base wouldbe best.

It Is operationally feasible and, we believe, economically and socially desirable
to link U.S. domestic farm stabilization and support programs to the international
stabilization concept. We recommend a system of target prices and deficiency
payments, with payment scaled so as to favor smaller farmers, with a ceiling
on total payments per farmer. This is the basic framework of the 1973 law.
Commitment on target prices would be limited to one year, to permit maximum
flexibility in policy. ~ ) .

The target prices would be used only to comlpute the size of the deficiency
paymentset toyielda"parity" income for small farm families. We define parity
income as a return to a farmer for his labor and investment equal to what he
cc|>uldb earn in employment in a comparable non-farm job, for example as a

umber.

P These payments would be made to the farm family and would not be tied to
the land or other productive asset, so as to avoid capitalization of the income
paxmer_'nt into the market price of the capital asset. .

price support level or commodity loan rate would be established at the
lower boundary of the price stabilization range. This would guarantee price
stability to all farmers but not peg U.S. prices above world levels. It would make
U.S. grains competitive in world markets. Export markets are vital for U,S.
agriculture. Any income support for farmers must be separated from commodity
prices if the U.S. is to retain its position in world trade in grain. .

In the event of a series of bountiful harvests, acreage set-asides might be
needed to keep the reserve stock bins from overflowing. Incentive payments for
holding land out o