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ABSTRACT

The volume of Latin American farm exports is expected to grow modestly again in 1983, but contin-
ued weak price prospects suggest that revenues could decline. The outlook for agricultural imports for
the region is mixed. Below-trend domestic production, lower prices, and continued population growth
are signs of strength, but much of this could be offset by reduced per capita incomes and growing
foreign exchange shortages in many countries. U.S. farm exports to Latin America reached $4.9 billion
in fiscal 1982, but they are expected to slip to $4.6 billion this year. U.S. imports from the region de-
clined to $5.6 billion in calendar 1982, but are expected to increase in both calendar and fiscal 1983.
Agricultural production declined 1.5 percent in 1982. The outlook for 1983 is for some improvement,
but probably not up to trend levels.

Keywords: Latin America, agricultural production, trade, exports, imports, agricultural outlook.

FOREWORD

This report analyzes major developments in the agricultural situation of Latin America and
their impact on trade in 1983. These include lower 1982 production, reduced world prices, civil
crises, foreign exchange shortages, currency devaluations, domestic consumption and trade, and
agricultural policy developments.

The data and information in the report refers to calendar years unless otherwise stated. The
data in the appendix tables are as of May 1, 1983.

John Link coordinated the preparation of this report. Sections were written by Richard N.
Brown, Jr., Alan B. Maurer, Art Morey, D.H. Roberts, Lisa Shapiro, Nydia Rivera-Suarez, and
Paul Trapido. Deveta Eatmon provided statistical support. Norma Giron was responsible for the
typing. Grateful acknowledgement is extended to the staff of the Foreign Agricultural Service,
especially to those agricultural counselors and attaches whose reports were drawn on extensively.

The International Economics Division’s program of agricultural outlook and situation analysis
and reporting includes the following regularly scheduled publications: World Agricultural Outlook
and Situation, published quarterly; World Agriculture Regional Supplements, a series of 11 reports,
issued annually, covering China, East Asia, Eastern Europe, Latin America, Middle East and
North Africa, North America and Oceania, South Asia, Southeast Asia, the Soviet Union, Sub-
Saharan Africa, and Western Europe; Foreign Agricultural Trade of the United States, published bi-
monthly; and Outlook for US. Agricultural Exports, published quarterly. Information on obtaining
these publications is included elsewhere in this report. The division also publishes the Food Aid
Needs and Availabilities report and the World Indices of Agricultural and Food Production. For in-
formation on those publications, contact the International Economics Division, ERS/USDA,
Room 348, 500 12th Street, SW., Washington, D.C. 20250

We welcome any comments, suggestions, or questions about this report or other aspects of the
agricultural situation in Latin America. Responses should be directed to the Latin America
Branch, International Economics Division, Economic Research Service, USDA, Room 302,
500 12th Street, SW., Washington, D.C. 20250. Our telephone number is (202) 447-8133.

Oswald P. Blaich
Branch Chief

Washington, D.C. 20250 July 1983
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LATIN AMERICA

Review of Agriculture in 1982 and Outlook for 1983

SUMMARY

Latin America is a highly diversified region, with
countries ranging from developed to developing and from
major agricultural exporters to importers. It is a urban
region, but agriculture plays an important role in the
economies of most countries because it is an important
employer and foreign exchange earner. In 1982, the
region was faced with three major challenges that will
continue throughout 1983: increasing unemployment,
inflation, and external debt. Agricultural production in
Latin America was down slightly in 1982 because of bad
weather in Mexico and Brazil, which offset gains in the
majority of the other countries.

Latin America’s economic condition continues to
deteriorate. In 1982, the region experienced the most
painful economic crisis since the 1940’s and probably
since the Great Depression. The region’s gross domestic
product (GDP) declined nearly 1 percent and is forecast
to drop anther 2 or 3 percent in 1983. While economic
growth continued to weaken, unemployment rates rose
and consumer prices escalated, averaging increases of
about 80 percent for the region. Most of the countries
have been affected, and many are also facing serious
foreign exchange shortages brought about by depressed
world markets for their major exports. The region’s
exports fell 10 percent in 1982, while imports dropped
roughly 25 percent, putting the balance of trade nearly .
in balance. However, the current account deficit persist-
ed, and foreign exchange holdings dropped.

Demand for agricultural imports by most Latin Ameri-
can countries has been dampened by the current world
econom:c conditions. However, continued strong popula-
tion growth will still put pressure on many countries to
increase their purchases of food or suffer higher food
prices.

Latin America: Index of Production
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Latin American agricultural production in 1982 was
down about 1.3 percent from 1981 and nearly 4.7 percent
below trend. The drop was due to bad weather in Mexico
and Brazil. Mexican output was down 5 percent from
1981, nearly 9 percent below trend, while Brazil’s produc-
tion dropped 3 percent, 7 percent below trend. Despite
the overall drop, Latin American wheat production was
nearly 45 percent above 1981 ana 40 percent above trend,
the main reason being the sharp shift from coarse grains
to wheat in Argentina. Corn production fell 14 percent
from 1981 and nearly 18 percent below trend, a result of
the shift in Argentina and a bad crop in Mexico.
Because of the drop in Brazil’s soybean output, regional
production was down 10 percent. Coffee was another
crop that suffered a sharp decrease, down nearly 25 per-
cent from 1981 and the long-term trend. The crop in
Brazil suffered the major part of the loss.

Assuming normal weather, preliminary estimates indi-
cate that 1983 agricutlural output will rise, but it will
probably not get back to the trend level. This will
reduce the demand for imports and increase export com-
petition. Also influencing production will be the policy
issues that the countries are currently facing. These
include the difficult task of balancing unemployment,
inflation, external debt, and the objectives for the agri-
cutural sector. The goals for the sector include increased
production for both the domestic and export markets,

U.S. agricultural exports to Latin America

Fiscal years
Commodity Forecast

1981 1982 1983

Million dollars
Animals and products 783 570 561
Grains and preparations 3,503 2,030 2,450
Wheat and products 1,623 1,379 1,185
Rice 128 63 60
Feed grains 1,658 489 1,142
Fruits, nuts, and vegetables 630 650 290
Oilseeds and products 1,102 999 944
Oilcake and meal 239 209 205
Soybeans 356 218 233
Oils and waxes—vegetables 404 260 346
Other 852 519 375
Total 6,870 4,938 4,620

1,000 metric tons

Wheat and products 8,545 8,0C7 7,388
Rice 264 159 149
Feed grains 10,761 2,882 9,802
Oilcake and meal 886 832 832
Soybeans 1,130 842 1,000
Oils and waxes—vegetables 631 630 672

Sources: U.S. Bureau of the Census; USDA forecast.



U.S. Trade with Latin America,
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national food self-sufficiency or import substitution, sta-
bilized food prices, rural development, and improved
nutrition.

U.S. agricultural exports to Latin America in fiscal
1983 are expected to slip about 6 percent $4.6 billion, a
further decline from last year’s depressed value.
Increased sales to Mexico due to a sharply reduced 1982
fall harvest are the main factor keeping the amount
from sliding further. Exports to Mexico, which account
for about one-third of U.S. shipments to the region will,
however, increase about 8 percent. Also, shipments of
feed grains, soybeans, and cotton to the region as a whole
should be higher. However, lower prices will result in a
reduced export value.

Wheat is the main U.S. commodity exported to Latin
America, accounting for nearly 25 percent of the total
value of U.S. exports to the region. Shipments during
fiscal 1983 are expected to be down slightly from last
year’s 8 million tons valued at $1.4 billion, to 7.4 million
tons at $1.2 billion. Brazil will likely account for 36 per-
cent of total purchases.

Feed grain shipments are forecast to jump nearly 6 mil-
lion tons to 9.8 million tons valued at $1.1 billion,
accounting for about 25 percent of total U.S. farm
exports to the region. Mexico, suffering from a major
drought, will take three-fourths of the total shipment to
the region.

Oilseeds and products account for about 20 percent of
total U.S. exports to the region and are expected to be
down slightly to $944 million. Lower prices will be some-
what offset by a 160,000-ton increase in exports, mainly

U. s. 1882

Exports to Latin America,
Million dollare

$4438

Graine and preparations (43%)

Oileeede and

pr‘oduote 1%

] Fruite, nuts,
vegetables and

preparatione (102

Other (112
Animal and animal products (15%)

U. S. Impor‘ts from Latin America, 1982
Million dollars

$5571

Coffee and productse (36%

Other (15X

Froit and \\\\\\\\\““ X {94, |~ Cocoaand products (4%
preparations (112 \\\\‘:Q

“\";'{,
TS5 Meat and products (5%
e

Bananae (10%)
Sugar and producte 182

Vegetables and
preparations (8%

to Mexico because of hurricane damage to the soybean
crop in October 1982. Mexico will account for nearly 70
percent of U.S. shipments to the region.

The other export categories account for about 30 of total
shipments to the region. Most items are expected to
register significant declines this fiscal year.

U. S agricultural imports form the region were $5.6
billion in calendar 1982, and are expected to increase in
both calendar and fiscal 1983.

PROSPECTS FOR LATIN AMERICAN AGRICULTURE IN THE 1980’s"

The demand for farm products in Latin America will
continue to increase throughout this decade. In the next
few years, population growth will be the major driving
force, but growing incomes will add impetus in the latter
half. This growth will underpin the demand for imports.
However, production in the region will also increase to
compete with outside suppliers.

1This material is based on the semiannual baseline exercise carried out
in the Latin America Branch.

Current projections indicate a mixed, but generally
tight, economic outlook during the 1980’s. The current
slowdown in world economic activity and Latin
America’s external debt situation will hamper GDP
growth through the mid-1980’s. However, with improve-
ment in world economic conditions, there may be some
strengthening of economic activity in the latter part of
the decade.

The economies of the region are dominated by Mexico,
Brazil, Argentina, and Venezuela, which together



account for nearly three-fourths of GDP. The real rate of
GDP growth during the 1970’s ranged from -0.9 percent
annually for Jamaica to 8.7 percent for Brazil. Overall,
the region’s GDP growth rate was high by world stan-
dards. Per capita GDP ranged from $260 in Haiti to
$3,120 in Venezuela, but most of the countries are mid-
dle income.

The 1970°’s were a period in which external capital
flowed heavily into the region. The oil exporters in the
region experienced increasing prices and, therefore,
higher revenues that were used to stimulate their
economies.

In the early 1980’s, the slowdown in world economic
activity, continued high production costs, and declining
prices for most of the region’s exports began to have an
impact on economic growth. The first and perhaps the
most critical problem to develop was in debt repayment.
Mexico’s debt level reached $80 billion, Brazil’'s $90 bil-
lion, Argentina’s $40 billion, and Venezuela’s $20 billion.
Virtually no country of the region escaped the pressure,
and most of them were forced to undertake severe
austerity measures to tide them over. This means
reduced producer and consumer subsidies and restricted
imports, especially of nonessential items. Such steps are
not without adverse impact on countries’ productivity,
growth of employment, income, and import purchasing
power.

Current estimates put GDP growth through the mid-
1980’s near 2 percent annually for the region, substan-
tially below the average rate of 6 percent for the 1970’s.
With recovery in the world economy, the Latin America
region, which is an important trader, should again
prosper, and a growth rate of 4 to 5 percent should recur
during the last half of the 1980’s.

Population growth will continue to place substantial
demands on the food production system of most countries
in the region. The average annual growth rates among
the countries in Latin America were relatively wide in
the 1970’s, ranging from 0.3 percent for Uruguay to 3.3
percent in Honduras, Nicaragua, Ecuador, and Venezue-
la. The population of Latin America was 354 million in
1980, and it is projected to reach 436 million by 1990.
Still, this represents a growth of only 2.1 percent annual-
ly, a substantial decrease from the 1970’s.

The 1970’s saw the beginning of a shift in the direction
of food policy in the region. Many government enter-
prises were returned to the private sector, and govern-
ment intervention was generally reduced, except for
taxes and subsidies applied to achieve “important”
national economic goals and priorities. Most countries in
Latin America in recent years have been concerned with
inflation and have taken a number of measures to con-
trol it or to accommodate to it. For those highly depen-
dent on trade, this has meant a variety of border controls
and foreign exchange adjustments. Agricultural goals
and priorities in practically all countries have been con-
cerned with expanded production for both the domestic
and export markets, national food self-sufficiency or
import substitution, stabilized food prices, rural develop-
ment, and improved nutrition. Overriding all of this,
there appears to be a movement toward international
interdependence as exemplified not only by an increasing
dependence en imported production inputs, but also by a
program of regional customs unions dedicated to freer
trade among members. However, the emergence of the
financial difficulties of the early 1980’s, and especially
the 1982 debt situation, has put this movement on hold
and may even have put pressure on some to reverse the
process.

The combination of rapid income growth and relatively
high population growth resulted in a substantial increase
in the demand for agricultural commodities during the
1970’s. Consumption overtook production for some com-
modities and, as exemplified -by rice, the region switched
from a net exporter to just being self-sufficient.

Total farm output increased nearly 3.4 percent annual-
ly during the 1970’s—a little faster than the growth in
population. Most of the expanded cereals output came as
a result of better yields, rather than increased area.
Wheat production rose at an annual average rate of 2.5
percent; imports, 7.3 percent; exports, 8.8 percent; and
consumption, 3.1 percent. Most of the growth in wheat
output came from area expansion. Rice production grew
at 4.7 percent a year, with expanded area and higher
yields contributing about equally. Coarse grain output
continued a strong growth of 3.2 percent a year, but it
was down from the 4.9 percent of the 1960’s. Larger
yields were the main factor behind the increase. Coarse
grain consumption increased 4.2 percent a year, with
growth in the pork and poultry sectors being one of the
main factors. The rate of growth in ruminant production
failed to keep up with consumption in the 1970,
increasing at 2.7 percent and 3.6 percent, respectively.
Pork and poultry production continued a strong expan-
sion into the 1970’s, growing at 7 percent a year, while
consumption grew at 6.6 percent.

Crop yields in Latin America compare quite favorably
with yields in other developing regions, but are below
yields in developed countries. Yields of wheat, corn, rice,
cassava, and potatoes are below the world average, while
yields of sorghum, soybeans, dry beans, and coffee are
above. Cotton, tobacco, and sugarcane yields are about
the world average. Latin American yields are generally
higher than the average for the developing countries as a
whole, the average rate of increase has not been as high
as either the world average or the average for developing
countries.

How best to use land has not been a problem for most
of the countries in Latin America, because land has
always been abundant relative to total population. Tem-
porary and permanent crops occupy only between 5 and
10 percent of the total land area in Latin America. The
proportion currently being cultivated is highest in the
Caribbean Basin and lowest in Brazil and the Andean
countries. Some estimates indicate that Latin America
could have as much as 700 million hectares of land suit-
able for crop production, slightly more than five times
what is being currently used. The question is how much
and how fast this could be brought into production.

Agriculture’s share of GDP for the region averaged
about 15 percent, ranging from 32 percent in Honduras
to 6 percent in Venezuela during the late 1970’s. The
labor force engaged in agriculture ranged from a high of
74 percent in Haiti to 37 percent in Mexico, 40 percent
in Brazil, 19 percent in Venezuela, and 13 percent in
Argentina. :

While Latin America is basically a net exporter of
agricultural products, when looking at grains and
oilseeds and when Argentina is left out of the picture,
the region is a growing importer of these products.
Annual growth in Latin American wheat production is
expected to increase during the 1980’s because of area
expansion, with very little, if any, increase in yields.
The rate of growth in wheat consumption is expected to
slow, but the region will still likely be an increasing net
importer of wheat. Population growth and growth in the
wheat-consuming urban areas are the main factors
behind the estimates.



Latin American historical and projected production, consumption,
and net trade for selected commodities!

Consumption

Commodity Area Yield Production Per Net
Total capita imports
Million Million Million
hectares Tons/ha Million tons tons Kgs tons
Wheat
1968-71 8.5 1.4 116 153 54 33
19879-81 10 1.5 14.9 20.9 59 6.2
1985 115 1.5 18.5 23.9 61 5.4
1990 12.7 1.6 20.8 27.7 63 6.6
Rice
1969-71 6.3 1 6.6 6.3 22 —.3
1979-81 8.2 1.3 104 10.2 29 0
1985 9 1.3 11.85 119 30 2
1990 10.0 1.3 13.1 135 31 -4
Coarse grains:
1969-71 32.2 1.4 45.4 39.2 139 —6.9
1979-81 34 1.8 62.2 59.2 167 -1.9
1985 38 1.9 73.1 70.5 179 —26
1890 41.4 2 83.9 83.2 191 -7

TColumns may not add because of rounding.

Latin American historical and projected production,
consumption, and net trade for selected commodities’

Consumption

Commodity Production Per Net imports
Total capita
Million tons Million tons  Kgs Million tons
Rumimants
1971-73 7 59 21 —1.1
1979-81 8.6 7.8 22 -8
1885 9.8 8.7 22 —1.1
1990 111 9.8 23 —-1.2
Pork/pouliry
1971-73 3.2 3.2 11 0
1978-81 54 5.3 15 -1
1985 6.5 6.3 16 -3
1990 8 7.6 17 -4

TColumns may not add because of rounding.

Rice production is expected to increase at a much
slower rate than in the 1970’s. While rice consumption
is also likely to slow, the region is expected to shift from
being self-sufficient to being a net importer.

Production of coarse grains is also expected to increase,
but at a slower rate than during the 1970’s. Area expan-

sion should be the main factor behind the growth. While
the region is a net exporter of coarse grains because of
Argentina, surplus supplies available for export are
expected to decline by the end of the decade. Mexico,
self-sufficient in coarse grains throughout most to the
1970’s, will become increasingly dependent on imported
corn and sorghum.

The rate of growth in ruminant production will likely
slow slightly in the 1980’s, while growth in consumption
is forecast to show a bigger drop in growth. Some
improvement in per capita consumption is expected, and
the region will become more of a net exporter.

The pork and poultry (mostly poultry) industries are
expected to experience a sharp cutback in the rate of
growth of production and consumption during the 1980’s.
However, because of Brazil’s export capacity, the region
will remain a net exporter and will probably increase its
capacity.

The United States exported about $5.7 billion of agri-
cultural products annually to Latin America during the
early 1980’s, accounting for 12 to 15 percent of total U.S.
farm exports. The United States should be able to main-
tain its place in the increasing Latin American market,
possibly enlarging its share through better financial
terms. (John Link)

LATIN AMERICAN FINANCIAL SITUATION

The importance of international debt to the Latin
American economies became clearer in 1982, after
Argentina, Brazil, and Mexico announced their inability
to repay principal and interest charges. The debt
reschedulings of these and other countries reflect broader
economic problems that began afflicting all of Latin
America over the last 2 years.

By 1982, exports declined 10 percent to $80 billion;
imports fell roughly 25 percent, from $109 billion in

4

1981; and foreign exchange holdings dropped nearly 20
percent to $35 billion. To fill the gap between foreign
exchange earnings and outlays, many Latin American
countries borrowed heavily at high interest rates in
short-term credit markets. The debts of Argentina, Bra-
zil, Chile, Mexico, and Venezuela were so high that
roughly 50 percent of their, export earnings had to be
used for principal and interest repayments in 1982.
Given poor prospects for export earnings, this figure



Debt service as a percentage of export earnings!

Debt service Export earnings

Country 1980 1981 19822
Argentina 25.0 31.4 61.0
Brazil 58.9 64.3 76.2
Chile 35.1 50.7 49.8
Mexico 37.6 445 45.2
Venezuela 21.1 24.5 31.6
Other Latin America® 20.8 31.2 36.1

1Export earnings defined as the dollar value of goods and services.
“Preliminary estimates: OECD, World Bank, IMF, USDA. *Export earn-
ings defined as the dollar value of goods exported; debt service does
not incltude repayments on debt with maturity of less than 1 year.

would likely have approached 80 percent in 1983, hence,
the debt reschedulings of 1982 and early 1983.

Most countries may begin to see signs of improving
financial positions sometime in 1983. A projected 5-
percent increase in export earnings, coupled with stable
or slightly lower imports than in 1982, looks likely to
improve the trade balance of the region. The resulting
increase in foreign exchange will probably be allocated to
the lower debt-servicing obligations—products of the
reschedulings.

Such improvements in the region’s financial position,
however, will most certainly entail costs. Imports cannot
be cut without slowing investment and economic growth,
and imports are more likely than not to be cut. Inflation,
which averaged 75 percent last year, cannot be brought
down substantially unless demand and credit are
reduced, and these reductions will entail a slowing in
business activity and a probable rise in unemployment.

Higher export revenues will be the key to providing
the foreign exchange necessary for countries to service
their international debts and, ultimately, to increase
imports and economic growth. Close ties between the
U.S. and Latin economies will help boost Latin America’s
export earnings as long as the U.S. recovery is sustained.
The U.S. recovery, which is expected to be the strongest
of all recoveries in the world during 1983, will doubly
benefit Latin America: 40 percent of all Latin exports
are sold in the United States, and 15 percent of all U.S.
imports come from Latin America. Thus, a large share of
Latin exports are destined to an economy whose demand
for those products, while already sizable, will probably be
increasing faster than in any other economy in the
world.

Export growth could be on the order of 5 to 10 percent
in 1983, well below the average rate of nearly 20 percent
from 1976 to 1981. Increases in export volumes may not
be great, but some commodity prices are likely to be
higher than in 1982. Such commodities would include

metals and agricultural raw materials; demand for these
products tends to increase in the early phases of
recovery. Exporters of metals include Bolivia, Chile,
Peru, Jamaica, Haiti, and Guyana. Counties that export
agricultural raw materials include Guatemala, Nicara-
qua, and Paraquay.

Export prospects will not likely be as good for coun-
tries that produce food and beverages, especially sugar
and coffee. Prices for these commodities are still below
their 1982 average price—15 percent below in the case of
sugar. Argentina, Costa Rica, Guatemala, Haiti, Colom-
bia, the Dominican Republic, El Salavador, Honduras,
and Nicaraqua receive 50 percent or more of total export
earnings from shipments of food and beverages. The
latter five countries depend on these commodities for 70
percent or more of total exports. Therefore, export pros-
pects for these countries are fairly bleak.

Petroleum exporters, particularly Mexico, Venezuela,
Trinidad and Tobago, and Ecuador, will probably not see
much increase in o0il earnings until 1984. Prices for 1983
will almost certainly average below those for 1982, and
export quantities may increase only slightly. The likeli-
hood of slow recoveries in the area’s major petroleum
markets—the energy intensive industries in the United
States, the other industralized countries, and Brazil—
will dampen demand for Latin American petroleum
through 1983.

This year’s imports might not even reach the 1982
value of roughly $80 billion; financial constraints could
even cause a decline. Foreign exchange reserves are like-
ly to be extremely limited in spite of increased export
earnings. The repayment of international debt will con-
sume a large share of foreign exchange that might other-
wise be spent on imports. Also, a continuing weakness in
currencies that are not pegged to the dollar will force up
import costs. For countries whose currencies are pegged
to the dollar—the Dominican Republic, Haiti, Nicaragua,
and others—imports may have to be cut to prevent
devaluations, strains on domestic budgets, or the need for
increased credit inflows.

The economic strain of servicing international debt
will continue to be severe beyond 1983, despite the debt
reschedulings of several major countries. Given the
outlook for lower economic growth rates in the industri-
alized countries, export growth is apt to be slower than
in the late 1970’s. Policies now in place to suppress the
demand for foreign currency —the cutting of imports and
official expenditures, the raising of taxes and interest
rates, and the devaluing of currencies—will probably con-
tinue in one form or another for several years. Some pol-
icy changes could be permanent. In the meantime, debt-
service payments will continue to consume large portions
of foreign exchange earnings, leaving a smaller share for
industrial development. (Art Morey)

MEXICO

A severe drought in 1982 will force Mexico to turn to
the international market for more than 10 million tons
of basic agricultural products in 1983. Furthermore,
skyrocketing input costs will probably limit Mexico’s
ability to substantially increase production of export
crops, such as cotton and winter vegetables. These fac-
tors will assure a negative agricultural trade balance for
the third time in the past 4 years. Mexico’s imports of
grains and oilseeds alone are expected to double from last

year’s total of 4.9 million tons. Government purchases of
sugar, tallow, nonfat dried milk, certified seed, and other
agricultural products could bring the total bill for farm
products close to $2.5 billion in 1983. The private
sector’s imports of “nonessential items” —principally live-
stock and livestock products, fruits, vegetables, and
tobacco—will slow to a trickle in 1983, after three
devaluations that reduced the peso’s purchasing power by
80 percent.



Major agricultural imports and exports of Mexico

Commodity 1980 1981 19827 19832
1,000 metric tons

imports
Wheat 677 1,104 393 600
Corn 4,851 2,803 194 4,000
Sorghum 2,403 2,087 1,748 3,200
Soybeans 931 1,173 560 900
Sugar (raw basis) 609 607 518 1,000

Exports
Coftee 130 118 111 132
Tomatoes 281 236 267 275
Cotton 177 172 90 113

1Preliminary. ®Forecast.

Mexico will regain its status as one of the principal
markets for U.S. agricultural commodities in 1983. The
value of U.S. exports to Mexico—aided by $1.7 billion in
credit guarantees—is expected to increase by nearly 82
percent to approximately $2 billion. Nearly 90 percent of
this will consist of government purchases of grains,
oilseeds, and livestock products that were specified in a
supply agreement signed by the two countries early this
year. Products that are eligible for the preferential
exchange rate offered by the Government of Mexico—
including breeder cattle, hybrid seed, and hatching
eggs—will account for most of the rest of U.S. exports of
farm goods.

External Debt Burdens Economy

The economy in 1983 is expected to contract for the
second consecutive year because of belt-tightening meas-
ures adopted in the face of an external debt that bal-
looned to $80 billion last year, the result of high interest
rates and declining oil revenues. In compliance with the
International Monetary Fund’s (IMF) Extended Fund
Facility agreement, signed in December 1982, the
Government will attempt to reduce public-sector spend-
ing from 17.5 to 8.5 percent of GDP in 1983. This will
result in the loss of hundreds of thousands of public-
sector jobs and a reduction in or elimination of both pro-
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duction and consumption subsidies. Also, wage increases
that will fall behind the projected inflation rate of 95
percent will diminish consumer purchasing power.
Nonetheless, overall demand for food will expand as the
population increases.

The devaluations of the peso have markedly improved
Mexico’s export competitiveness, but weak external
demand and the current oil glut are expected to hold
overall growth in export revenues to 2 percent. Further-
more, servicing its huge external debt will usurp more
than 40 percent of Mexico’s receipts from external
sources this year. Since the purchase of inputs for indus-
trial production will receive high priority for available
foreign exchange, Mexico will purchase its food imports
mainly from those exporting countries who are able to
offer concessional credit or barter deals. This will
exclude some traditional trading partners, such as
Argentina. The United States will retain its position as
the principal source of Mexico’s external food purchases,
supplying more than 90 percent of the estimated value of
Mexico’s total agricultural imports in 1983.

Recovery Will Be Mixed

Growth in agricultural output should reach 4 percent
this year, following last year’s drought-induced contrac