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To the President of the Senate and the
Speaker of the House of Representatives

This is our repnrt on agricultural attaches, the
Department of “griculture's overseas representatives,

We made our review pursuant to the Budget and Accounting
Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing Act
of 1950 (31 U.S.C. 67).

We are 'sending copies of this report to the Director,
Office of Management and Budget; the Secretary of Agriculture;
and the Secretary of State.

Comptroller General
of the United States
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GAO's review of agricultural attaches
was prompted by the interest gene-
rated in their activities rasulting
from the unexpected volume of Soviet
wheat purchases in 1972, the growing
concern over the adequacy of infor-
mation on world food supplies and
demands, and the Secretary of
Agriculture's emphasis on attaches

as “"salewmen.” 42
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The review included attache posts in
South America, Western and Eastern
furape, the Far Last, and fustralia,
as well as U.S. 'tissions to the

Food and Agricultural Organization
in Rome and the European Community
in Brussels.

Agricultural attaches of the De-
partrment's Foreign Agricultural
Service are assigned primarily to
.S. Embassies and consulates over-
seas. They assist U.>. Government
and industry by providirng infor-
mation on conditions in foreign
countries and by working to expand
export markets.

16

There are 63 overseas posts staffed
by 95 U.5. professionals, 31 U.S.
secretaries, and 145 foreign nation-
als. The Fforeign Agricultural Ser-
vice fiscal year 1375 costs are esti-
mated at $32 million.

Trgr Shect  Upan remevai, *he repord
cover date shouid be nted hioreon

P

THE AGRICULTURAL ATTACHE ROLE
CVERSEAS: WHAT HE DOES AND
HOW HE CAN RE MORE EFFECTIVE
FOR THE UNITED STATES
Department of Agriculture
Department of State

Attaches takc their general direc-
tion from the Administrator of the
Foreign Agricultural Service, but
they are an integral part of the
in~-country Embassy team headed by
the Ambassador. Information on
foreign supply and demand relates
directly to decisions on levels of
U.S. production; Agriculture relies
on tne 3attaches to provide this
information.

The market development role of
attaches consists mainly of acti-
vities conducted in cooperation
with private business associations
called cooperators. To a much
more limited extent, the Service
conducts self-initiated progrars.

Attaches assist in planning and
evaluating cooperator projects.
Their role in Service-initiated
activities varies from merely
providing support to Washington
officials to actually carrying out
trade fairs or exhibitions.

Foret o serioultura. Sertroc

moulTerent
EELCERANCALL A

The Service gives attaches quidance
in their major creas of effort at
overseas posts--reporting and
market development. It has not
estabiished overall U.S, agricul-
ture trade objectives by country

or market area nor specified
priorities for accomplishing such
objectives. ({Sea ch. 2.)

1D-75-40
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{onstderande merss coutd b at-
tacnad to estabissina ooyl tural
sriectives by ocountr, o cariet
zrea and to tevaloring 2 clear,
longse getemrmination of now cacn
dttache can accornii,n these ab-
tectives.

Tats would requiee innut not only
frorm Service operating groups as te
obiectives and relatyve importance
of various tashks hLut alsn from the
attaches as to what courd reasonably
be accorplished for U.S. trade
interests. Tnis :ystematic approach
vwould enable the attache to more
effectively structure wis workload
end would permit objective evalua-
tinn of h1s rerforrance. It would
1150 enable Agriculture to coordi-
rnate 1ts pianning withh the Depart-
rents of State aand Corverce and
insure consistency witn overall

U.S. trade onjectives and premo-
tional emphasis abroad.

ina typical attache or assistant

is a nighly motivated cellege
araduate witn a dearee in economics;
55 percent of tne group have advanced
decrees. Agriculture could provide
additional iraining and work assign-
Tents waich would ennance aitacnhes'
talents. GA0 ‘nung that tne coun-
tries to wnich attacnes and assist-
ants are to be assigned and their
soecific duties are not 1dentified
sufficiently 1n advance to allew

‘or {1) assicaments at Agriculture
to He geared to particular over-
“ees 00sitinns, (2} scfficient
Fareign Agricultural Service pre-
2s51gnment training, {3) adequate
languane training, or f3) an-

stn briefings by predecessors,

)
4
3 e
(See ch. 3.)

ii

———— e et

Tha Jepartacnt of Agriculture s
rocanized °s the world’s leading
saurc2 of agri.ultural information.
{See ¢i. 3.) Attaches reqular
ronarts .1 oa variety or rarket and
trade matl2rs are rrovidat divectly
to ayriculiural Jroups anc other
Governrent ogencies Or are incorpo-
rated into brogder Uepartwent reports
for public iatormation.

Reports ceneraliy fulfill Agricul-
ture's requirerents, but many of

the 53 U.S. exporters that GAD con-
tacted found the reports :o be of
limited usefulness. They wanted
information on such matters as
distribution channels, competition,
foreign ocovernment tenders, and
product acceptability.

o formal reviews of the Service's
renorting requirements have heen
riade since 1970. &Evaluations of
individual revnorts usually do not
include specifics on how reports
=ight be improved.

"Alert” reports prepared by the
attacnes frequently contain
verbatim translations of foreiqgn
news articles. HWithout analysis
ar cormentary it is difficult, if
not impossinle, to determine the
validity of the data or the impli-
cations of such news for U.5. agri-
cultural interests.

The Food and Agricultural Urganiza-
tion of the United llations is an
irnortant source of information

on worli agricutture. The Foreiqgn
Aaricultural Service “1as a compre-
hensive information-gathering net-
work, but its attaches are not
assigaed to all of the 113 countries
where the United iiations group

has representation.

BEST DOCUMENT AVAILABLE



Agriculture uses some Organization
publications as a supplemental
source of eccaomic and statistical

" data; but there is little attempt
to monitor ‘ne Organization's in-
formation-gathering activities on 2
curvent basis. Organization
officials acknowledged the limited
contacts and suggested that areas be
identified where increased coopera-
tion could take place.

Market dJdeveloprant

U.S. agricultural market developnent
activities have changed from

finding outlets for stored surpluses
to finding ways to satisfy a growing
world demand for food. Reflecting
these demands. the prices of many
cormodities have increased qreatly
and several are in tight supply.
Still, promotisnal funds continue

to be applied to the same products,
markets, and cooperator groups.

The Service estimates that, exclu-
sive of administrative costs, it
wiil spend about $11 million in
fiscal year 1975 on cooperator
programs and $1 million on self-
initiated promotional activitics.
(See ch. 5.)

Criteria have not been established
under cooperator programs to deter-
mine when products and markets have
 been established and Government
assistance should terminate. Pos-
sible agriculiural commodity short-
ages, intense demand, high prices
for U.S. commodities, and greater
returns to the agricultural
sector raise serious questions as
to the need for continued support
of certain cooperator programs.

Year Sheet

Soviet Union, Listerm bloa
cowitries, and Feopie’s Republio

of Cning

Agricultural developments in these
countries can have a worldwide im-
pact, and the United States obtains
information on such developments in
a variety of ways. The Foreign
Agricultural Service has assigned
staff in the Soviet Union. At the
time of GAQ's review, Department of
State personnel had this responsibi-
lity in Romania and in most of
Eastern Europe. Two agricultural
officers in Hong Kong monitored
events in the People's Republic of

China.
A

Soviet Un'

The unique service that attaches can
provide is to visit agricultural
areas and report first-hand observa-
tions on the status of crops and, to
a lesser extent, maintain contacts—
with the many Soviet Union Minis-
tries involved in trade or agri-
cultural matters. The staff has
been unable to devote sufficient
time to these activities. (See

pPp. 70 %o 75.)

Romania

Few attempts have been made to ob-
tain information on Romanian agri-
culture, and only two regularly
scheduled reports were prepared
each year. Valuable first-hand
observations on crop conditions
were not being forwarded to
Washington.

The Foreign Agricultural Service
recently assigned monitoring
responsibilities for Romania te¢ an
attache assigred to Yugoslavia,
which could improve the situation.
(See pp. 75 to 78,)

BEST DOCUMENT AVAILABLE



China is becoming an important
market for U.S. agriculture.
Azriculture's opportunities to

ronitor developments are, however,

limited because it has no represen-

tation‘in—country.
to 81.)

PR I I Rk SRR
P Y ROy . I L T

{See pp. 78

ihe Secretary of Agricuiture should:

--To improve mwanagemeat aad direction

of attache activities

(1) establish individual country
and/or regional objectives

and cavise appropriate

strategies for accomplishing

ther;

(2) establish, where possible,
herchmarks to permit objec-
tive evaluation of attcche

perfermance; and

(3) vork with State and Commerce
in integrating Agriculture’s
aotans into country commer-
ciil programs. (See p. 21.)

-~Tg tetter coordinate the training

end experience for attaches

1} determine the specific duties

and responsibifities of each

attache and assistant at
overseas posts;
(2) identify the experience,

training, and overlap appro-
priate for these positions;

and

{3) select and assign personnel
sufficiently in advance to
permit the experience and

training provided to be

responsive to the require-
ments of a particular posi~

tion. (See p. 31.)
--To improve the utility of the
Foreign Agricultural Service
inforration-gathering systew

iv

(4)

(5)

deternine the information
needs of end users and

revise post reporting in-
structions to satisfy these
needs;

review curreant report re-
quirements and insure that
reparts 3ire necessary.
vequire that attaches incluuse
analysis of and cormentary

on the implications of infor-
mation submitted in alert
reports;

require officials responsible
for evaluating attache reports
to provide specific suyges-
tions on additional infor-
mation or analysis needed

to improve reports; and
identify areas for increasing
cooperation between the
Foreign Agricultural Service
and the Food and Agricuitural
Organization. (See p. 46.)

--To more effactively use premoticnal

resgurces

{)

(3)

(4)

establish crizeria for
determining when products
sucoorted urder the coopera-
tor program are well esta-
blished in a market and no
Innger warrant roreign Aqri-
cultural Service assistance;
review current support to
coope.ators and eliminate or
phase out assistance no longer
appropriate;

direct attaches to actively
solicit trade opportunities,
and pubiicize the program in
foreign journals and pericdi-
cals;

provide attache posts with
lists of U.5. exporters, and
integrate information that
Commerce has com.iled on U.S.
exporterc and foreign buyers
into the systur; and
establish a systemn whereby
routine recuests for infor-

BEST DOCUMENT AVAILABLE



mation are handled by
headquarters rather than by
attaches. (See p. 66.)
--Te facilitate the collection of
agricultural information in the
Soviet Union and Eastern Yloc
countries

(1) advise individuals or organi-

zations witnhin and outsids
Government of the lTimited
resources avéilable &l the
attache office in the Soviet
Union, and request ¢
visitors to seek Fore1gn

Agricultura: Service advice ’

on the commercial vaiue of
visits to the Soviet Unign;
(2) publicize the availabiiity
of information in Washington
and :tate the! only requests

submitted through the Depart-

ment will be answered by the
attache, and instruct the
2ttache accordingly; and

{3) establish prucedures to pro-
vide needed training to
Foreign Service Officers
resporsible for monitoring

agricultural matters, includ-

ing guidance on the type and
nature ¢f informatior useful
to Agriculture. (See pp. 75
and 78.)

™

rosnective

AUENCY ACTIONS AND UNRESQLVED ISSLES

fsriculture stated that the report
contains a number of worthwhile
recomnendations, some of which have
ali 2ady been implemented. It
intends to implement additiona)
recomnendetions which are sound and
meaningtul.

Tear Sheet

BEST DOCUMENT AVAIABLE

fqriculture, however, strongly
disagreed with many of the repoit's
conclusions and recomerdations. A
summary of its overail views are in-
cluded as appendix [. Detailed
comments and GAO's evaluations are
at the end of each chagier

YATTERS FOR CONSIDERATION
BY THE CONGRESS

This report discusses a number cf
improvements Agriculture can and
should make to increase the eftec-
tiveness of its foreign agri-
cultural attaches. Also discus-
sed are Agriculture's recent and
planned actions for improving
attacae services.

Agricuitére agreed that Govern-
ment mazrket development stpport
"should be withdrawn whenever
feasible." However, it believed
that "the need to continue pro-
grams in established markets is
clearly indicated in congressional
directives regarding the use of
funds appropriated for export
riaintenance and expansion."

in view of the matters discussed
in this report, the Congress may
wish te consider clarifying the
ground rules for Governrment
financial assistance to privite
groups for overseas “romdtion of
agricultural commodities.

E



CHAPTER 1

INTRODUCTION

‘*he United States exports to help pay for its iwports.
In 1971 and 1972, for the first time this century the United
States imported morce than it exported, -<reating a net ex-
ct.ange outflow. keeord agricultural exports in 1973, which
increased from $9.4 billicn in 1972 to $17.7 billicn, re-
versed this trend and more than offset the rising cost of
nonagricultural imports. Fiscal year 1974 agricultural
exports ware about $21 billion, with an agricultural trad:

crirrlaie AfF wbatt 219 TW4a11TsANn Nurince Fha £13vwed Mmiartar ~F
OULPLUD Wi dlJuL il MAlLiVils LIAL Alivg LIS LldsotL MuUudeLos i

-fiscal yecer 1975, cxports were $4.5 billion, an increase of

8 percent vver the first quarter of 197/. Balance of trade
trends are shown in graph- 1 and 2.

Expected wosld events indicate a nerd to further in-
crease exports. The President's Council on International
Economnic Policy 1774 report noted that, because of higher
world prices, U.S. petroleum imports which cost $9.3 billion
in 1973 would cost about $25 billion in 1974,

In the Administration's vizsw, a large portion of these
rising costs will have to be met through increased agricul-
tural exports, and Government production restraints were
lifted in the 1973-74 crop vear and price incentives insti-
tuted to encouraqge full farm production. The United States
grows much more wheat, feed grains, rice, and other crops
than it uses domestically, so it is in a vosition to export
large amounts., For example, for the 1972-73 crop year, the
United States exported 72 percent of its wheat crop, 52
percent of its oilseed crop, and 61 percent of its rice
Crop.

Increased agricultural exports have been a mixed bless-
ing. In addition to helping the Nation's trade balance,
they have greatly increased farm income and substantially
reduced the cost to the taxpaver of storing large surpluses.
However, they also have been an important cause of rising
domestic food prices. During 1973, retail food prices rose:
14.5 percent, which is substantially higher than the 8.8
percent increase in the cost of living. Agriculture estima-

eoed that in 1974 food prices rose an additional 14 to 15

percent, .

BEST DOCUMENT AVAILABLE



BALANCE OF TRADE TRENDS 1968 - 1974
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This great increase in domestic prices has caused the
Congress and the private sector to call for restrictive
trade practices, such as the June 1973 contrels which limit-
ed exports of soybeans and certain other agricultural pro-
ducts, and for establishment of grain resarvas to help
stabilize food prices.

FOREIGN AGRICULTURAL SERVICE

The Agriculture Department is responsible for develop-
ing foreign markets, and it plays an important role in
insuring the availability of agricultural supplies to meet
domestic and export needs. Information on foreign supply
znd demand is importan’. to decisions regarding U.S. produc-
tion levels and Agriculture relies on the agricultural
attaches of its Foreign Agricultural Service (FAS) to pro-
vide much of it. Although domestic production and consump-
tion can be predicted fairly accurately, great uncertainty
is associated with foreign production and demand and the
extent to which it may affect world markets.

Agriculture's reporting responsibilities derive from
the Agricultural Act of 1954 (Public Law 690} which dirscts
it to acquire foreign agricultural information to assist
"American farmers, processors, distributors, and exporters
to adjust their operations and practices to mest world
conditions.” An cobjective of the act is the systematic flow
of foreign agricultural economic and trade information from
foreign posts to the United States. Agriculture's reporting
system is considered the world's best, and many trading
nations and international organizations rely on its pub-
lished data. )

FAS, established in 1930, functioned as a sgparate
overseas service until 1239, At that time, because of tha
threat of war emphasis shifted from trade promotion to trade
control, and FAS functions were transferred by Excnutive
order to the Foreign Service of the Department of State. An
Office of Foreign Agricultural Relations was escablished in
1939 to help Agriculture maintain working relations with
the Department of State.



In tho © --s following World War II, agricultural sur-
pluses began accumulatirg in the United States. In 1953 the
Administration wanted to avoid using domestic controls to
resolve the surplus agriculture problem, and marketing
abroad offered an obvicus outlet for such surpluses. In
Agriculture's judgment, however, the Foreign Service was not
geared for this type of work. State's budget had been cut
sharply, and Agriculture believed the Foreign Service had
reduced its agricultural activities "disproportionately.®
It had reduced the number of Foreign Service officers in-
volved in such activities from 80 to 50.

Title VI of Public Law 690, enacted August 28, 1954,
authorized the Secretary of Agriculture to assign attaches
abroad to develop foreign markets for American farm products
and to acquire and disseminate information on foreiyn de-

mands.

Attaches have remained overseas in this capacity since
1954, usually attached to U.S5. Embassies or consulates and
functioning as an integral part of the in-country Enbassy
tecam headed by the Ambassador, but under the general direc-
tion of FAS, Washington. The Washington group is headed by
the FAS Administrator under the Assistant Secretary for
International Affairs and Commodity Programs.

In addition to the Agricultural Attaches there are
three other major operational groups in FAS which agricul-
tural attaches service: Foreign Marketing, ioreign Commodity
Analysis, and International Trade. These groups have a
total annual operating budget of about $32 million.

Estimated FAS Appropriation, Fiscal Year 1975

Function Amount
{000 omitted)

Foreign Marketing $19,641
Foreign Commodity Analysis 3,085
I~ternational Trade 1,281
Agricultural Attaches 8,144

Total $32,151



--Foreign Marketing helps to develop foreign markets
and coordinates interagency participation in such
efforts. Its four major divisions are trade pro-
jects, 1international trade fairs, export servicss,
and program development.

--Foreign Commodity Analysis studies worldwide pro-
duction, trade, marketing, prices, consumption, and
other factors affecting U.S. agricultural trade. The
studies are used in program development and provide
information to exporters and the public. The group
provides Agriculture with informaticn, as well as
expertise, on international cormodity agreements and
trade regotiations. The group's eight divisions
cover cotton, dairy and poultry, fats and cils,
fruits and vegetables, grain and feed, livestock and
meat products, sugar and tropical products, and
tobacco. Most divisions have foreign marketing, com-
modity analysis, and foreign competition branches.

--International Trade administers and coordinates Agri-
culture Department activities for the General Agree-
ment on Tariffs and Trade, Trade Expansion Act of
1962, and other legislation affecting international
trade., Itv also administers import and expoxt con-
trels and is responsible for programs to reduce trade
barriers. The group's four divisions are trade oper-
ations, i..port operations, trade negotiations, and
traae restrictions analysis.

--Agricultural Attaches, a group of 15 individuals, 7
of whom are professionals, administers the attache
service and

--coordinates demands made on attaches by other
agricultural groups:

--assigns attachas .o selected foreign countries -
with the concurrence of other FAS units:

--provides attaches with instyuctions and infor-
mation on U.S. agricultural pclicies and pro-
grams; and



—-~coordinates attache participation in gathering
information, developing markeis, und implemen-
ting trade programs and projects.

FAS has 63 overseas offices in 55 countries (see map on
p. 7), 59 staffed by 95 American professionals--attaches,
assistant attaches, and agricultural officers--and 4 staffed
by foreign nationals. The cffices also employ 31 American
secretaries and 141 foreign nationals. (See app. II1 for
staffing by country and region.)

In testimony during Senate confirmation hearings in
November 1971, the Secretary of Agriculture indicated that
FAS was to assist U.S. expurters in marketing agricultural
commodities, stating that:

"I want them [attaches] to be salesmen for
American agriculture. There is a reporting job
to do and they have done it well, but we need
more than that. We need a salesman on the spot
to assist our private salesman, * * * or whoever
it is that is involved in export. We need a man
on the scene tc sit beside them to help."

In February 1974 Agriculture, responding to changing
world conditions, brought the Export Marketing Service into
FAS. This reorganization added more than 150 people to the
FAS staff and brought together Agriculturxe's total foreign
sales activities, including the information-gathering and
export-narketing functions.

As table 1 shows, most posts that we visited emphasized
reporting and market development activities.
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Post

(note a)

Argentina
Pern

European
Community

England
West Germany
Soviet Union
Hong Kong

Republic of
Korea

Japan

Austraiia

Table 1

Percentage of time spent in

Market Service Othex
Reporting development {note b) {note ¢}
52 9 32 6
35 17 42 6
27 - 8 65
34 50 6 10
35 37 19 5
50 7 14 29
39 34 12 15
62 15 K 7
38 33 17 12
65 12 l8 5

a/ Venezuela was excluded because information on allocation
of staff time was not available.

b/ Includes assistance to Embassy officers and Agriculture
groups and office administration.

¢/ Includes duties involving international agencies and

activities not included under other categories.,



SCOPE OF REVIEW

We interviewed officials and exemined reports and cor-
respondence at the Departments of Agriculture, State, and
Commerce and at 14 overseas locations. We also interviewed
officials of U.S. and foreign firms, other countries' atta-
che services and agencies, the U.N. Food and Agricultural
Organization, and representatives of State and agricultural
trade associations.

We visited the American consulafes in Hong Kong and in
Hamburg, West Gernany; Embassies in Buenos Aires, Lima,
Caracas, Seocul, Tokyce, Canberra, London, Bonn, Moscow, and
Bucharest; and the U.S., Missions to the Food and Agricultur-
al Organization in Rome and the European Community in
Brussels, :

These posts were selected to obtain a geographical mix
cf Scuth America, Europe, Far East, and Eastern bloc coun-
tries. They afforded a view of posts with different author-
ized staffing levels, including one covered by Foreign Ser~
vice Officers of the Deparctment of State.

The findings in this report may characterize conditions
at other overseas posts.

Our fieldwork was completed in January 1974.

REST DOCUMENT AVAILABLE
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CHAPTER 2

MANAGEMENT OF ATTACHE SERVICE

]

FAS has not established overall U.S. agricultural
trade objectives by country cr market area, nor specified
priority attache activities to accomplish such objectives.
Wi.bout ar overall plan, it is difficult to (1) tailor
attache training to the requirements of particular assign-
merts, (2) establish relevant post reporting requirements,
{3} conduct the most appropriate market development active
itics, (4) effectively use the intelligence-gathering capa-
bilities of State Department personnel., or (5) objectively
evaluate attache performance.

Considerable merit could be attached co establishing
agricultural objectives by country or market area and to
developing a clear, concise determination of how attaches
can accomplish these objectives. Fulfilling these require-
ments would require input from FAS operating groups on the
objectives and relative importance of various tasks and in-
put from the attaches on what could reasonably be accom-
plished for U.S. trade intcrests.

ATTACHE ACTIVITIES

FAS establishes post reporting requirements, provides
market development guidelines for attaches, and refers ad
hoc requests for information and assistance te them.

Reporting

FAS provides reporting instructions for each post,
setting forth the type of report, information regquired,
format, and due date. The instructions are detailed and,
in most cases, prcvide adequate guidance.

Market development

FAS prepares a country proiect statement for its mar-
ket development activities, and cooperators 1/, with FaS

1l/Cooperators are nonprofit trade associations which in

conjunction with FAS, conduct overseas agriculturil pro-
motional activities.
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assistance, preparc either regional or country work plans.
For £iscal year 1975, 40 project statements and 75
cooperatolr plans covering one or more countries and commodi-

ties were prepared.

Countrv proiject statements

The FAS Trade Projects Division, after considering
suggestions of the attache, prepares the country project
statement, FAS' major planning document for market promo-
tions. The statement includes such occasional projects as
trade fairs, which are planned for the fiscal year, and
sets forth purposc, justification, competition, target
groups, products, budgets, and benchmarks for gaging pro-
ject successes.

The statement does not, however, consider other pos-
sible continuing attache activities, such as identifying
trade opportunities, locating principals and agents, re-
sronding to requests fer information, and assisting visi-
tors. Neither does it consider the time required to moni-
tor cooperator activities. As a resulit, the statement
structures only a portion of attache market development
time.

Cooperator marketing plans

Cooperator marketing plans identify activities planned
for a country or region in a given year, describe the activ-
ities, and note benchmarks, objectives, and target groups
to be reached. :

The plans are prepared annually, normally after con-
sultation with the attache. General agreement is reached
on the type and number of activities to be carried out in
the coring year, and the cooperator sends the plan to his
home office. The cooperator's home cffice and the appro-
priate FAS commodity group consult further at the Washing-
ton level, at which time the attache'’s opinion is solicited
and a final plan formulated.

12
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Ad hoc instruciions

Attaches are frequently instructed to provide informa-
tion or services in answer to ad hoc requests. The requests
involve, such matters as bringing restrictive trade matters
to the attention of host governments or providing statistics
on selected crops.

Although FAS provides guidance for repcrting and for
market development, there are no overall country or market
objectives and cohesive plans detailing priority attache
activities for accomplishing these objectives.

The guidance that is provided could be more inclusive.
For example:

—-Current reporting instructions do not consider the
needs of some exporters. -

--Country project statements cover only certain coun-
tries or market areas and do not include all attache
market development activities.

--Cooperator plans omit specific services which attaches
can provide to assist cooperators in achieving objec-
tives.

In response to FAS instructions, or on their own ini=
tiative, attaches occasionally discuss U.S. trade policy
positions with government officials and private groups,
but, except at posts such as the U.S. Mission to the Euro-
pean Community, which is a trade policy post, the attache's
role in policy generally is limited.

The assumption underlying an attache's work is that
market development and reporting are most important. In
these areas an attache ig expected to perform certain
measurable tasks, such as preparing a required report at a
specific time. Attaches, however, can and do perform a
wide variety of activities for which reliative priorities
could be established, as shown below.

Reporting

1. Report regularly on commodities.

13



2. Prepare “alert" or ad hoc reports on important
developments.

3. Prepare articles for publication by FAS.

4. Report on market development activities of com-
petitor countries.

5. Prepare managenent reports.

Market development

1. Select, develop, and evaluate FAS trade promotion
activities.

2. Monitor market research contracts.

3. Develop and report trade opportunities.

4. Assist cooperators in preparing country plans.
5. Monitor and evaluate couperator activities.

6. Respond to reguests for information or services
from businessmen and Government officials.

7. Assist business or Government visitors.

8. Participate in concessional sales and credit pro-
grams.

Policy
1. Report on tariff and nontariff trade barriers.

2. Respond to Washington instructions regarding action
to be taken on trade barriers.

3. Pursue self-initiated activities to reduce or
eliminate trade barriers.

4. Pparticipate in multilateral trade negotiations.

14



Other

1. Advise Ambassador and other Embassy officers on
agricultural matters.

~

2. Assist Agriculture foreign-plant meat inspectors.

FAS officials said that attaches can also (1) coordi-
nate Agricultural Research Service activities in a country,
(2) service a wide variety of other nongovernmental agri-
cultural centacts, both American and host country, (3)
assist Agricultural Animal and Plant Health and Inspection
Service guarantine personnel, {4) coordinate and assist all
other Agriculture programs and visitors, (5) administer
U.S. import quota reguirements, (6) facilitate U.S. import
access to supplies of needed commodities, and (7) facilitate
U.S. agricultural public relations with host country and
other foreign nationals.

The benefits to be derived from the attaches' con-
ducting one activity versus another has not been carefully
weighed. For example, the increase in exports which might
result through attache efforts to remove or modify a trade
barrier is not weighed against the benefits of conducting
a particular market development activity or preparing a
particular report. Without a conscious system for estab-
lishing relative values, the activities actually undertaken
are largely intuitive.

RECOGNITION OF PLANNING NEE)S

In July 1972 the Administrator, FAS, instituted a pilot
program planning system for attaches in six countries.l
The basic element of the system was an annual country pro-
gram for each post, containing a statement of major
objectives and priority activities. The Administrator said
about the project:

"I believe that the effective management of our
overseas operations can be improved by adoption

1/West Germany, Argentina, Brazil, Yugoslavia, Nigeria, and
South Korea.
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of a mor~ svstematic approach to identifying
chjectives and priority activities for each at-
tache post. My assumption is that a more system-
atically planned program will help us comaunicate
and understand more effectively what we are try-
ing to accomplish i.1 each country and provide a
better basis for assigning people, monitoring
performance, and appraising results."”

* * * ® *

"I am attaching for your guidance an outline of
the objectives and mechanics of the proposed
Program Planning System together with the Annual
Country Program for your pest. You will recog-
nize that the statements con*eined in your Pro-
gram are clearly a first effort to describe the
objectives and vriority activities for your post.
We are at the point where your contribution is
needed to produce the kind of clear program plan-
ning guidelines that I have in mind. The state-~
ments must be brief and they must provide the
Attache with specific and meaningfil guidance.”

The Administrator requested each attache to revise the
program statement for his post, prepare a plan of work for
fiscal year 1973, and critically assess the system "with
emphasis on recommendations designed to make it workable
ard an sffective tool of management for our overseas opera-
tions."

Subsequently, each attache assessed the program plan-
ning system, and their comments were generally favovable.
We visited three of the six posts involved in the pilot
program, and attaches told us they agreed with the objuc-
tives and mechanics of the system. Some felt that the sys=-
tem was an important first step in eventually establishing
staffing requirements, scheduling visitors, and setting
priorities. They believed it would insure concinuity of
activities when transfers occurred anid would help the attache
te think in terms of his mission and the activities he should
emphasize.

Attaches at many posts stressed that any system in-
tended teo estahlish objectives or priorities should be
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coordinated with FAS groups and other Agriculture divisions
and that all aspects of a post's workload, including sched-
uling visits and ad hoc requests for information, should be
considered.

Notwithstanding the positive a*titude expressed by
attaches, FAS suspended further effirts to develop a pro-
gram planning system. We were told that, before moving
ahead, PAS needed to strengthen its overall planning and to
carefully weigh the costs and benefits of the new system.
Insufficient headqunrters personnel, the problems in design-
ing a system for posts having different characteristics,
and the ecffectiveness of the existing system were given as
reasons for delayving implementation.

PLANNING FOR GOVERNMENT TRADE ACTIVITIES

The Department of Ccmmerce, in conjunction with the
Department of State, maintains commercial cffices in 65
countries whose staffs perform duties similar to those of
the agricultural attaches. Although directed to the needs
of the industrial sector, commercial office starffs also
prepare reports, assist businessmen, and support promotional-
avents.

In a report 1/ on commercial offices abroad, we.con-
cluded that commercial office activities could be improved
by better coordinating State and Commerce efforts, including
establishing long-range objectives, strategies, and priori-
ties to assist posts in attaining the more important trade
cbjectives.

In November 1973 we reported to the Departments of
State, Commerce. and Agriculture and the Office of Manage-
ment and Budget 2/, amplifying our earlier observations and
pointing out the neced for and benefits of developing a U.S.

1/"Commercial Offices Abroad Need Substantial Improvements
to Assist U.S. Export Objectives," B-172255, Oct, 24,
1972.

2/"Ways to Improve U.S. Foreign Trade Strategies," B-172255,
Nowv. 23, 1973.
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trade strategy on country, regional, and worldwide bases.
The agencies agreed that better planning was needed for
accomplishing trade objectives.

W~ recommended that, after an effective planning for-
mat had been developed, the Secretary of State expand the
tate-Commerce committee that was working to develop such
strategies by including Agriculture and other Government
agencies.

" Although Agriculture advised us that it recognized the
need for improved planning of its activities, available re-
sources precluded miking the worldwide analyses of market
areas considered necessary for formulating agricultural
trade strategies. Agriculture was not incorporated into
the State-Commerce plan.

Commerce and State, meanwhile, instituted an experi-
mental country commercial program for fiscal year 1974.
These programs were prepared for five countries, and fiscal
year 1975 plans called for expanding the coveraye to approxi-
mately 35 countries. A country commercial program sets forth
U.S. trade objectives in a country and delineates priority
commeircial office activities for accomplishing such objec-
tives. It also contains geals or benchmarks to permit an
chjective assessment of commercial office performance.

The program for one country, for example, contains the
following major segments.

1. U.S. economic-commerciai objectives.

2. PFactors affecting economic-commercial objectives
and implications for the United States.

3. Resources available.
4. Goals and program activities.

5. Mission's work program--estimated allocation of
economic~commercial man-2days by activity.

18
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This wrogram includes specific commercial office tar-
gets, such as obtaining 124 sales leads and locating agents
for 130 U.S. firms. It emphasizes assistance to new-to-
market and new-to-export firms and establishes a goal of 53
market penetrations by such firms. The plan identifies the
resources available at the post and ailocates them to var-
ious activities.

The Department of State advised that it had integrated
the United States Information Agency into the country com-
mercial program and is proposing that in the future, Agri-
culture participate in program planning and implementation.

CONCLUSIONS

FAS should develop individual country or regional strat-
egies and plans, detailing objectives and specifying priority
attache activities. This systematic approach wculd enable
the attache to more effectively structure his workload and
permit objective evaluation of his performance. Further,
Agriculture should coordinate its planning with State and
Commerce to insure consistency with overall U.S. trade ob-
jectives and promotional emphasis abroad.

AGENCY COMMENTS AND OUR EVALUATION

Agriculture stated that the philosophy embodied in our
recommendations for more systematic management of attaches
was strongly supported by FAS' top management and by attaches
and former attaches and that Agriculture has consistently
worked toward improving its management practices.

Agriculture pointed out that its pilot program planning
system sought to build on the strengths of its existing for-
mal and informal program and management systems. The process
of developing an overall system, however, had raised major
management questions that had to be resoclved before a system
could be fully implemented. Agriculture advised that it
expected to move forward with the development of an improved
system as soon as these questions were resclved.

Agriculture stated that, meanwhile, three major improve-
ment efforts were being worked on, invelving (1) a program
and budget planning system, (2) a market development program
and planning system and, (3} a management-by-objectives system.
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1he management-by-objectives system will include a
clear statement of overall FAS objectives that are tangible,
achievable, and verifiable; a plan to achieve the objectives;
and an assessment process to help insure that objectives are
being achieved. A key element will be the systematic con-
sideration of the objectives and priority activities for the
market development program and for the attache service.

The systematic planning apprecach indicated will require
establishing country and/or regional objectives, developing
appropriate strategies tc meet the objectives, delineating
priority attache activities, and, where possible, establish-~
ing kenchmarks to permit objective evaluation of attache
performance. Accordingly, the management-by-objictives sys-
tem, coupled with the long-range market development program
planning system, should provide the managoment dircction
needed.

State and Agriculture commented on our recommendation
that Agriculture work to integrate its plans into country
commercial programs.

State advised us that attempts at market development
are, at best, difficult to evaluate in terms of dollars and —
cents, so more emphasis in this area must be accompanied by
well-thought-out goals and gquidance. State believed FaS
development of individual country or regional strategies
and plans should be simvltaneous to and integrated with the
State~Commerce commercial program.

agriculture stated that it would continue tc¢ cooperate
with State and Commerce in developing U.S. trade strategies.
Also, 1in addition to keeping U.S. Mission personnel informed
on current and future market development activities, Agricul-
ture was developing fiscal year summaries of all such pro-
grams, which would be made available to post personnel and
would be helpful in coordinating U.S. commercial activities
in the countries.

However, the integrated approach contained some funda-
nental problems for FAS. Agriculture did not believe it
would be good national policy or effective management to
totally shift basic responsibility for planning and imple-
menting a successful foreign market dev.>lopment program from
private sector participants to Government m:nagers.

20

BEST DOCUMENT AVAILABLE



We did no: suggest that responsibility for planning and
implementing foreign marke® development programs should be
shifted from the private sector to the Government. To the
contrary, the private sector should be encouraged to assume
a greatcry market development role. The Government's func-
tion, to the extent practicable, should be limited to
creating an appropriate trade environment and to providing
related services which the private sector is unable or
unwilling to undertake. Consistent with this view, we
recommended that criteria be established for determining when
filnancial support to private business cooperators is no
ionger appropriate in a given market area. (See ch. 5.)

Our recommendations in this chapter are directed toward
insuring that Agriculture's overseas trade activities are
congistaent with overall U.S. trade policy and objectives; a
consideration that we, as well as the Department of State,
believe essential.

Management problems noted in the major areas of attache
responsibility and our conclusions and recommendations are
discussed in the following chapters.

RECOMMENDATINNS

We recommend that the Secretary of Agriculture:

~--Establish individual country and/or regional objec-
tives.

~--Devise appropriate strategies for accomplishing the
stated objectives, including a delineation of priority

attachs activities.

--Egtablish, where possible, benchmarks to permit ob-
jective evaluation of attache performance.

~-Work with State and Commerce in integrating Agricul-
ture's plans into country commercial programs.
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CHAPTER 3
ASSIGNMENT AND TRAINING

Attaches and their assistants are generally highly
motivated, educated individuals. FAS's personnel management
system, however, does not routinely provide training and
expericnce which would maximize use of their talents. Aas a
result, at certain posts individuals are unable to function
effectively for prolonged periods.

At the time of our review, 58 percent of the attaches
or assistants had specialized in agricultural or general
economics, 13 percent in agricultural science, 6 percent in
business administr .tion, and 20 percent in other areas. Only
3 percent of them had not received degrees; 42 percent
had masters degrees and 13 percent had doctorates.

The attaches and assistants we met appeared to be
convinced they had un important role to play in gathering
and reporting informatioa and developing markets for U.S.
agriculture.

PREASSI GNMENT EXPERIENCE

rAS does not routinely schedule headquarters' assign-
ments to permit prospective attaches and assistants to gain
cxperience in areas they will be primarily concerned with at
their future posts. Generally, they are aware of the coun-
tries to which they will be assigned only in time for pre-
assignment and language training before departure. Benefits
which might be gained from assignments to specific head-
quarters groups specializing in major problems they will
cncounter at overseas posts are lost. Although most attaches
are veterans of the service and have experience in other
FAS groups, market areas are often unique in customs,
attitudes, and business practices. A March 1973 FAS report
to the Subcommittee on Acriculture-Snvironmental and Con-
sumer Protection, House Committee on Appropriations,
recognized that:



"Domestic assignments after selection for a
foreign post and rotational assignments after com-
pleting a tour abroad must be planned so as to
maximize their fattaches and assistants] exposure
to those areas in which they must be fully know-
ledgeable if they are to be r ifective overseas
representatives of U.S. agriculture.

"The selection and assignment of Attaches must
proceed with a far greater lead time than in the
past. Attaches destined for assignments in
Moscow or posts in Asia several years hence must
be selected and trained for those assignment.
beginning today. Training in the ‘hard’ languages
alone requires years of preparation. In addition,
education in such areas as the economics ¢f agricul-
tura) trade, ccmmodity analysis, and international
relat ons all require years of carefully planned
study."”

A number of the attaches and assistants indicated they
would have benefited from assignments with other FAS groups.
The attache and assistants assigned to a trade policy post,
for example, acknowledged that work within the FAS trade
policy group would be helpful to individuals assiined to
the post. |

PREASSIGNMENT TRAINING

Before each assignment overseas, attaches and assistants
receive preassignment training at FAS. If necessary,
language training and a brief Department of State orienta-
tion program also are provided.

EAS training

FAS generally gives prospective attaches and assistants
2 weeks of training. The consensus of attaches interviewed
was that the program was generally adeguate for personnel
with previous overseas experience but not for new personnel.

The 2-week training program covers the following topics
as they relate to an individual's country of assignment.



—-FAS functions and responsibilities at posts, relation-
ships within the Embassy. and attache responsibilities
to Agriculture and to the Ambassador.

--Marketing, analyses, and competitive prospects of
commodities.

--Major features of market development programs.

--International agricultural trade policies and
operations.

--Administrative responsibilities of the attache.
-~Contacts with U.S. trade groups.
-~Visits to U.S. ports exporting farm commodities.

--Agriculture programs, such as concessional sales
programs and credit arrangements.

Officials of FAS and other Agriculture groups or
divisions provide *he training.

Below is a typical specialized training schedule for
newly appointed assistant attaches.

Within other Agriculture

Within FAS qroups or divisions
Jeven commodity divisions Export Marketing Sevrvice
{(generally 1 hour each) (Public Law 480, Commodity
Credit Corporation, and
Trade projects divisions Barter Programs) (3 hours)
{8 hours)
International Organizations
Trade fairs (1 hour) Staff {1 hour)}
Program development staff Economic Research Service
(1 hour; (2 hours)
Management (12 hours) Agricultural Marketing Service
{(z hours)
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Within other Agriculture

Within PAS gioups or divisiong
Assistant administrator Agricultural Research Service
attaches (1 hour) (1 hour)
Trade policy (1 hour) Animal and Plant Health

Inspection Service (5 hours)

Reports group (1 hour)
Agricultural Stabilization and
Conservation Service (1 hour)

Although these meetings generally last only 1 or 2
hours, cfficials of the particular division or group are
expected to provide comprehensive briefings. The agendz for
a l-hour rAS commodity division briefing covered:

"Growth in U.S. production and reliance on export
markets *** gupport programs for soybeans, peanuts
and cottonseed oil *** how products move into ex-
port *** y,S, trade interests *** market for soybeans
and meal *** U.S. interest in and opposition to
additional import karriers or measures inhibiting

use of soybean products, and cottonseed oil ***
important firms and contacts *** how to deal with
quality complaints *** interest of the Soybean
Association and the Peanut Council *** !

FAS training was discussed with 4 attaches and 10
assistants Three of the attaches stated that the training
was inadequate and that newly assigned assistants were
generally not prepared, and one indicated that it took about
6 months' experience at the post before a new man could
operate effectively. Most of the assistants, although less
critical of program content, criticized the brevity of the
training.

Meetings with trade representatives

FAS cfficials indicated that, as part of their training,
attaches and assistants should visit U.S. trade groups, trade
associations, and exporters. Although 18 of the 20 attaches
and assistants with whom we discussed this believed such
meetings would be useful, only 1l had participated in
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meetings before their current assignments. The major reason
cited fer not participating was lack of time. Another
reason was taat, since they were unaware of the commodities
they would be responsible for at their future posts, meetings
would not be worthwhile.

lLanguage training

For a number of years FAS has offered its personnel the
opportunity to acquire languagye ability through courses
given at Agriculture. Introductory, intermediate, and
advanced courses in Spanish and French are offered. Between
fiscal years 1970-74, 105 PAS employees enrolled in such
classes. Eventually 23 were assigned abroad; 7 to
countries where the .anguage which theyv had studied was
spoken.

Language training for specific overseas assignments is
provided by the Foreign Service Institute or by private
institutions. Periods of instruction vary depending on the
difficulty of the language, proficiency of the individual,
and time available before scheduled departure for overseas.

FAS establishes minimum language requirements for
certain overseas posts but often assigns individuals having
less than the desired proficiency. As a result, these
people are unable to function effectively for lung periods.

FAS had designated 6 of the 11 foreign posts we visited
as requiring lanjuage-proficient personnel. The minimum
level of language competsncy for FAS assignment %o such
posts was limited workirg proficiencies 8-2 (able to orally
satisfy routine social demands and limited office require-
ments}) and R-2 (able to read intermediate lesson material
or simple collogquial tests).

Despite the modest proficiency levels called for, 5 of
the 15 individuals assigned to the language-~essential posts
did not meet these levels.

In some cases, language proficiency can be critical
because of the (1) unavailability of local national pro-
fessionals to read newspapers and cther publications, (2}
specific duties of the attache or assistant, and (3)
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limited English spoken by host-country gnvernment and
industry representatives.

At three posts, the staffing and duties of the attache
office made language proficiency essential to carrying out
assigne8 responsibilities. Of the eight professionals
assigned to these posts, three assistant attaches had
language proficiency ratings of less than S-2 and/or R-2.
They agreed that their effectiveness was seriously impaired
because of inadequate language training and that additional
training fer at least 1 year was necessary.

Because FAS did not allow sufficient time between
assignment notification and departure overseas, an assistant
attache, totally unfamiliar with the language required at
his new post, had his training program reduced from 24 &>
15 weeks. On arrival overseas, his languags proficiency was
below the FAS minimum standard. His duties consisted
primarily of rcading and summarizing technical data for
transmission back to Agriculture. He said that he encoun-
tered "real problems”" and was unable to interpret simple
language, let alone technical data. For approximately
a year and a half he was of little help at the post.

Recent developments

Since conmnpletion of our fieldwork, FAS has introduced
new policies and programs which indicate increascd awareness
of the importance of language proficiency. In February 1974
the Administrator anncunced that:

"To the extent feasible employees assigned overseas
shall have. along with other gqualifications, a
working proficiency in the language of the country
in which they serve."”

He listed specific steps to insure the accomplishment of

this objective; one involved establishing minimum pro-
ficiency levels. For 21 posts S-2 and R-2 proficiency

levels were continued; but for 1l others th2 minimum pro-
fessional proficiency levels 5-3 (able to speak the language
with sufficient accuracy to satisfy representation require-~
ments and to handle professional discussions within a special
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field) and R-3 (able to read nontechnical news items or
tcchnical writing in a special field) were established.

The Administrator noted that only in "very exceptional
circumstances" would an individual be assigned without
meeting the above requirements. He also announced that:

"Employees serving at posts where a language pro-
ficiency has been established, shall enroll in a
part-time tutorial program until proficiency level
is achieved.

In June 1974 the Administrator also announced a Z2-year
language~-training program in Polish, Russian, Japanese and
Chinese for selected individuals. The program ccasists of a
mixture of part-time classes in a local school, tutorial
instructicn 3 hours a day :or 3 days a week, and/or full-
time training. This pr~jram is tailored to meet the needs
of the individual and his office. Applications were re-
quested from individuals who, through language aptitude
and proficiency tests, had shown facility for language.

FAS also plans to institute a lanquage incentive
program. Cash awards will be made to individuals who attain
proficiency in a language that FAS has designated as —
essential.

Effective implementation of FAS' recent policies and
programs should greatly improve attache language proficiency.

Foreign Service Institute

In addition to language training, new attaches and
assistants receive orientation at the Fureign Service
Institute. Subjects covered include the State Department
Foreign Service, Embassy organization, area familiarization,
sociopolitical and economic matters, and protocol. The
program lasts about 1-1/2 weeks and, although only
_ cursory coverage is provided, most FAS participants were
satisfied with the training.



PREDECESSOR BRIEFINGS

Although attaches and assistants and FAS management
officials recognize the need and importance of comprehensive
briefings by predecessors, it is not generally being done.
Excluding assignments to newly established positions and
other circumstances, we found 21 cases in the countries we
visited where FAS coculd have scheduled assignments to over-
lap. In only six cases, however, was the ircumbent even
presert at the post when his successor arrived.

Of the 20 attaches and assistants we interviewed, 19
indicated that assignments and reassignments should be
scheduled to allow incumbents sufficient time to brief
replacements. Suggestions on the length of time necessary
for the transition period varied from weeks to several
months: 1 or 2 weeks was considered insufficient.

CONCLUSIONS

The countries and the specific duties which prospec-
tive attaches and assistants are to be assigned are
not identified sufficiently in advance to allow for (1)
assignments at Agriculture to be geared to particular over-
seas positicns, (2} sufficient FAS preassignment training,
(3) adequate language trairing, or (4} in-depth briefings
by predecesgsors.

AGENCY COMMENTS AND OUR_EVALUATION

Agriculture stated that FAS determines specific ovar-
seas post duties and responsibilities and. that these are
communicated to attaches in a variety of ways. When a
professional emplovee 1s selected for a particular assign-
ment, he is immediately given a detailed picture of the
responsibility of the pest and the current division of
that responsibility when there is more than one position
at the location. His orientation program is begun
immediately and is tailored to £it his needs.

Agriculture said that the experience, training, and
overlap appropriate for each attache position are alsco
identified. Each candidate selected has a specially
tailored training program, according to his previous
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cxperience and education. Primary attention is given to
the mos* important requirements and lower priority skills
sometimes have to be sacrificed.

Overlap problems have increased lately due to rising
workloads and declining staff, but the principle of providing
adequate lead time for changing positions whenever possible
is adhered to. A l- to 2-week period was considered the
practical maximum for such overlaps. Additional time was
tnnecessary because of (1) headquarters' knowledge of post
problems, (2) comprehensive available files, and (3)
foreign nationals who provide continuity.

We found little evidence of personalized or specialized
training of prospective attaches. A majority of the
attaches and assistants we talked with said that the training
and experience given to individuals assigned overseas for the
first time was inadegquate. The diversity of subiect matter
included in 2 typical training schedule of newly appointed
assistant attaches and the short period of time devoted
to training tend to support this view.

FAS did not provide us with documentation on specific
duties and responsibilities of attaches and assistants at
overseas posts or on experience. training, and overlap
appropriate for each attache service position. Without
this fundamental information it is impossible to design
an cifective indoctrination program. Only after the
specific duties of each attache and assistant are detailed
can the appropriate experience, training, and overlap
reasonably be established.

Agriculture concurred that additional leadtime on
attache assignments would be beneficial and indicated that
its objective was to make assignments at least 2 years in
advance of postings. It stated, however, that there is
little hope of achieving this objective without either
substantially inrreasing personnel or eliminating FAS
functions in Washington or in the field. The currently
authorized professional staff level in FAS was 380, but
only about 140 of these Washington-based employees were
eligible for foreign service. Some of those were coasidered
medically unfit or otherwise unable to serve abroad, and
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others were not readily replaceable and, therefore, unavail=-
able for attache duty.

Some increases in leadtime of appointments were con-
sidered possible, and successes were anticipated. Agri-
culture, however, felt that its assignments generally pro-
vided the time for attaciies to receive adequate training.
Exceptions were for countries having difficult languages,
for which more time would be needed than Agriculture had
been able to provid~. Steps such as early release of
trainee designates and on-the-job language training are
reing considered to alleviate this problem. They said a
new career program, preparing junior professionals for over-
seas assignments, would be operational by April 1975.

The size of FAS professional staff and the relatively
small number available for overseas assignments make it
imperative that "sufficient" leadtime be provided. We are
mindful of the problem in attempting to give attaches the
needed training and experience before assignments overseas.
However, to the extent such time is made available, an
individual should (1) work in Agriculture divisions
specifically concerned with priority activities at his
future post, (2) receive necessary specialized training, and —
(3} obtain requisite language proficiency; all of which will
enhance his capacity to effectively deal with post respon-
sibilities. :

Agriculture should continue to seek new ways to
provide sufficient time for prospective attaches to acquire
the necessary skills.

RECOMMENDATIONS

We recommend that the Secretary of Agriculture:

~-Determine the specific duties and responsibilities of
each attache and assistant at overseas posts.

-~Iden:ify the experience, training, and overlap
appropriate for each pesition.

--Select and assign personnel sufficiently in advance

to permit the experience and training provided to be
responsive to the requirements of particular positions.
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CHAPTER 4

INFORMATION GATHERING AND REPORTING

Agriculture has a worldwide information gathering and
reporting system which reqguires attaches to report regularly
on market and trade matters in their assigned countries.
Although FAS has established comprehensive reporting re-
guirements, which attaches are satisfying, refinements to
the system could .mprove reports and make them more useful,

IMPORTANCE OF FOREIGN MARKET INFORMATION

Government anl industry leaders stress the importance
of foreign market information. The Secretary of the Treas-
ury, at a July 1973 attache conference, said reports should
be as accurate as possible and should set forth the chances
of error. At the same conference, an Assistant Secretary
of Agriculture indicated that U.S. policy was now directed
teward expanding agricultural production tc meet world
demand and that farmers must have sound intelligence on
expected foreign demand so they could plan accordingly.

The importance of foreign market informatioa to U.S.
industry was emphasized by the Nationa! Export Expansion
Council in its 1967 export promotions study.

"No matter how good the product of our industry

nor the capital invecsted and the energy expended
in selling abroad, serious mistakes can be made

if basic intelligence on the situation abroad is
faulty or missing entirely.”

ATTACHE ROLE

The Secretary of Agriculture is responsible for
acquiring information on competition and demand for U.S.
agricultural products and for interpreting and dissemina-
ting it in the United States.

Attaches and their staffs are FAS' chief source of

information. Gathering and reporting information tradi-
tionally has been the most important attache function.
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Attaches are in an ideal position to obtain current infor-
mation, since they arn located cverseas and have access to
foreian businessmen and host government officials.

Attaches prepare two types of reports,
~-Scheduled reports, required on a repetitive basis.

--Unscheduled or alert 1/ reports, submitted on a volun-
tary bas:is.

Reports prepared in the field are sent to FAS, which-
forwards copies to various Ayriculture groups and to other
Government agencies. Seldom ave reports sent directly to
the agricultural business community. Agriculture usually
summarizes and edits the data and incorporates it in various
publications available to the public. Among the more im-
portant of thesc publications are:

Foreign Agriculture Magazine.

World Agricultural Production and Trade.

Foreign Agricultural Trade of the United States.
World Agricultural Situation.

kegiconal Agricultural Situation Reports.

Indexes of Agricultura!® Production.

Situation Reports.

Unscheduled circulars and long-range studies.

L) L] *

[o 4IRS I+ AR (Y xS S I O T S
.

In 1873 attaches submitted 3,330 scheduled and alert
reports to FAS. Agriculture uses this information to
develop programs for promoting U.S., exports:; to formulate
U.S. agricultural and food policy; and to inform donestic
producers, the agricultural trade, and other interested
parties of the supply and demand situation in other coun-
tries.

Scheduled reports

FAS requires many attaches to regularly submit:

l/Alert reports provide information not caovered in scheduled
reports or update information previously submitted.
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--Commodity reporte, containing information on pro-
duction, consumption, stocks, foreign trade, distri-
bution, prices, governmeit policies, and outlook for
one or more of 21 commodities--fats and oils, cotton,
etc.

--Monthly highlights, recapping agricultural develop-
ments during the month.

~-~Annrual situation reports, providing information on
the agriculture situation and outlook for all major
agricultural commodities produced or imported by the
country.

--Annual market promotion competition reports, out-
lining the promot.ional activities of countries in

competition with the United States.

These reports are the chief means for satisfying Agricul-
ture's routine foreign intelligence needs.

information needs

The U.S. Department of Agriculture is recognized as
the world's leading source of agricultural informa .ion.
However, its published data does not meet the needs of many
U.S. exporters. '

We discussed information requirements with officials
of 50 firms, drawn largely from Agriculture's list of U.S.
exporters. The firms' export sales volumes ranged from
small to large and they exported a variety of products,
such as grains, fruits, vegetables, meats, and processed
foods. &n exporter's inclusion on Agriculture's list indi-
cated its interest in expanding export sales,

Of the 50 firms contacted, 39 were familiar with FAS
publications and commented as follows.

--12 did not request FAS information because they con-
sidered it of no particular value.

--18 received FAS publications but were of the opinion
that the information was of little use.
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--9 balieved the information they received was useful,

Many of the firms wanted information on distribution chan-
nels, competition, prices, analyses of foreign government
tenders, product acceptability, packaging and labeling
requirements, implications of tariff changes, and sales
opportunities,

Although many industry officials we met with felt their
overseas sales personnel satisfied their intelligence
requirements, they indicated that information on markets in
developing countries was needed. For example, the vice
president of a large multinational firm stated that his
firm, through its own resources, obtained adequate market
irformation on developed countries but could use information
on Africa.

Questionable scheduled reports

Attaches satisfactorily comply with current reporting
instructions, but a number gquestioned the need for cartain
reports. Of the 13 attaches and assistants we discussed
the topic with, 6 said they were required to submit reports
which were of questionable value. Scme questioned the need
for reports on a particular commodity when their countries
of assignment neither imported nor exported a large amount
of the commodity and were not likely to do so. Similarly,
during a July 1973 conference, 10 of 38 attaches indicated
that certain scheduled reports could be eliminated.

One attache questioned the need for the Agricnltural
Situation Report since it was mainly a recap of previously
reported events. Our review of three such reports prepared
at other posts confirmed that, for the most part, they con-
tained information previously reported in commodity or
monthly "highlights"” reports. The Agricultural Situation
Report is the second most costly attache report and has an
annual worldwide cost of about $70,000,

An FAS official responsible for reviewing reporting
requirements told us that the last formal review was in
1970 but that informal reviews since then had resulted in
revised reporting schedules. He addsd that he did not have
sufficient personnel to thoroughly examine reporting re-
gquirements. FAS recently made a study of the individual
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reports to see if the benefits justified the cost. Annuzal
costs for each type of report ranged from $50 to $75,000,
but the study ended without determining whether individual
reports were justified.

L}

Alert reports

These reports are important in keeping FAS abreast of
overseas developments affecting U.5. agriculture. For
exam—le, early in 1972 the Soviet Union experienced heavy
losses of its winter wheat crop due to frigid weather and
limited snow cover. In March 1972 the attache in Moscow
cabled FAE that the:

"* % * Ukraine plans 10.3 million hectares of
spring grain this year including resowing of
damaged winter grain fields.,

“Above area compares to annual average of
about 7.6 million hectares planted during
1966-79 (latest 5 years available). Even
after allowing for some upward trend in spring
grain areas, this comparis-on indicates at
least 35 percent kill currently in UKRAINIAN
winter grains."

This attache's estimate of a 35-percent loss due to winter
kill in the Ukraine, one of the Soviet Union's most impor-

“ant winter vwheat areas, was within 2 percent of the actual
loss of 33 percent.

FAS provides alert reporting guidance in the form of
an Alert List which establishes the following areas of
‘nterest.

1. Significant changes in the market situation
affecting supply, use, price, exports and imports,
etc.

2. Changes in tariffs, nontariff barriers, import
quotas, exchange controls, production or consuwrp-

tion subsidies, export promotion schemes, or other
agricultural policies or programs.
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3. Bilateral or multilateral trade negotiations or
agreements on products in which the United States
has an export or import interest.

4. Government ecconomic or political controls that
affect agricultural production, consumption, and
trade.

5. Activities of the Sino-Soviet bloc economic
offensive in trade, technical assistance, credits,
grants—-in—-aid, or other areas that affect agri-
culture.

6. Agricultuvral development programs and other
measures affecting current or future production
and use of agricultural products.

7. Major outbreaks of crop or livestock diseases,
insect infestations, and methods and effectiveness
of controls,

8. Significant changes in guarantine status or in
other food and health regulations.

9. Major agricultural research results emanating from
research institutions.

10, 1International conferences on agriculture and the
activities of international agricultural organi-
zations.

Since 1969, FAS has noted that alert reports frequently
contain verbatim translations of foreign news articles with-
out analysis or commentary on implications for U.S. agri-
cultural interests. Without such analysis it is difficult,
if not impossible, for recipients to determine the validity
of the data or the effect of such news. Nevertheless, FAS
has not told attaches about the lack of analysis or specif-
ically made analysis a requirement. )

The following example shows the consequences of an
attache's failure to analyze the impact of a change in a

South American count.y's tariff schedule. A new tariff
schedule impcsed in January 1973 changed the tariff rate
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on imported goods and created great uncertainly as to
prospects for U.S. exports. Because of these changes, FAS
canceled a processed foods exhibition scheduled for later
in the year.

At the time of our visit in June 1973, the only action
taken bv the attache had been to send a Spanish-language
copy of the document to Washington without analysis. 1In
contrast, the Canadian Embassv, through discussions with
local businessmen, determined the new schedule's immact and
successfully worked through local agents represent.ng
Canadian firms to reduce barriers which adversely affected
Canadian interests.

Although the attache was uncertain about the effect of
the new schedule, private trade groups and the sconomic
counselor for the Canadian Embassy believed that trade with
the country would continue at high levels and would probably
increase.

We reviewed 15 recent alert reports and found that 8
contained no analysis or indication of implications of the
reported data. FAS commodity specialists, the primary users
cf such reports, acknowledged the need for more attache
analysis.

The Alert List requests reporting on multilateral agree-
ments, but, in one instance, attaches in two countries were
unaware of what impact a regional trade group might have on
U.S. exports. Berause member countries exported few items
which competed with U.S. products, the attaches took 1l:ttle
interest in the group's activities.

A Foreign Service Officer monitoring the group's
economic activities for the Department of State believed
that the organizaticn could have a great impact on U.S.
exports, including agricultural products. Member nations
consider access to their markets as an asset to be sopld.
Their thinking is to establish agreements whereby member
countries will be granted access to supplier nation markets
in return for the right to sell in markets of member coun-
tries. The Foreign Service Officer had tried, on a number
of occasions, to interest Agriculture in the group's
activities without success.
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The following Foreign Agricrlture article indicates
the group's porsible effect on U,S. exports.

"Or January 30, 1974, the Agricuiture Ministers
of [the group] opened formal discussions aimed
at promoting wheat production within these coun-
tries and controlling the impact of high world
wheat prices on their economies.

“The Ministers tentatively agreed to make joint
wheat purchases abroad in order to increase
their bargaining power. They also tentatively
agreed to eliminate wheat import subsidies and
to promote farming research in wheat production.”

Evaluating attache reports

On February 7, 1972, FAS instituted a revised report
evaluation system which provided for report users to
numerically rate attaches on "eight significant elements
essential to a good report” and a “brief substantive nar-
rative appraisal."

The evaluation system is the principal means of advis-
ing attaches on how their reports are meeting Agriculture'cs
inforiraticn needs. It should give the attaches valuable
information con how their reports are used, type of data and
analysis desired, and comments on ways tc improve field
reporting.

The notice to attaches informing them of the system
stated that:

"It is essential that the evaluation of our Attache
reports be substantially improved so they can better
serve as a tool for the Attache to use in making his
field reporting more re¢sponsive to the needs of USDA
and other recipients. To meet these needs and estab-
1ish an effective and meaningful Attache Reports
Evaluation System, several things must be done.

They are:

"a. Thoughtful objective consideration must be given
to each of the eight appraisal factors in the
report profile.
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"b. The narrative portion of the appraisal should be
objective and offer the Attache constructive

comments that he c¢an use to improve his reports.

c. All reports designated for evaluation must be
evaluated within the time allowed."”

The goal of the svstem, to evaluate 50 percent of scheduled
reports and 25 percent of alert reports, was for the most
part, met.

Our review of 40 report evaluations, however, showed
that mai.y lacked constructive comments as called for in the
guidelines. Some indicated what the evaluating official
liked about the report, but few includcd specific comments
on additional information which would make the reports more
useful,

We also discussed report evaluations with five attaches
and six assistants. Of the 11, 9 were critical of the sys-
tem because of the lack of substantive comments from FAS
report reviewers. Report evaluations and attache comments
showed that the FAS system could be improved.

FOOD AND AGRICULTURAL ORGANIZATION

The Food and Agricultural Organization (FAQ) of the
United Nations was established in October 1945, Its ini-
tial membership of 39 countries has grown to more than 120
members. FAO fosters international cooperation in the
fields of nutrition, food, and agriculture, through ac-
tivities which may be grouped into four broad categories,

--Collecting, analyzing, and disseminating agricultural
information.

--Providing an international forum to discuss problems
of common concern.

--Providing technical assistance to developing coun-
tries.

--Making food contributions to support development pro-
jects through the joint U.N.-FAO Worid Food Program.



The United States is one of the original FAO members
and its major financial contributor. It is alsoc one of
about 80 countries which have permanent missions to FAO in
Rome. The U.S. Missioun consists of State Department officers
who are responsible for U.S. Government liaison with FAO.

Economic and statistical data

FAO is an international source of economic and sta-
tistical data. It obtains information from a numnber of
souvccs, including member governments, FAO technical per-
sonael assianed overseas, and FAS publications.

Agriculture uses some FAO publications as a supple-
ment.al source of statistical information; however, there is
little attempt to monitor FAO informaticn-gathering ac-
tivities on a current bkasis. The agricultural attache in
Rome said therc was no official contact between his office
and FAO. Officials of the U.S. Mission to FAO told us
their principal concern was policy, and they did not for-
ward agricultural information to Washington.

FAS has a ccmprehensive information-gathering network,
but its attaches are not assigned to all the countries where
FAO is represented. FAS attaches are assigned to about 55
countries, while FAO has people assigned to about 113
countries. Alsc, situations arise when developments known
to FAQO can be overlocked by U.S. attaches, The 1972 events
concerning the world soybean situatiem illustrate that FAO
could be an excellent source of information.

Although other events contributed to dramatic in-
creases in the price of soybeans and related products in
1972 and 1973, Agriculture officials acknowledge that de-
creased Peruvian fishmeal production caused by the dis-
appearance of the anchovy vas a principal factor. Fish-
meal and soybeans are both l.‘ch-protein commodities, and
any significant change in Peruvian fishmeal production
affects the demand for U.S. soybeans. Peru is the largest
exporter of fishmeal, while the United States accounts for
about 90 percent of world soybean trade.
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Below is a brief chronology of events relating to the
Pcruvian fishing problem and FAO's and Agriculture's aware-
ness of 1it:

~-January and February 1972. Fishing was terminated
in Peru during the spawning season.

--April 25, 1972. An at.ache report to Agriculture in-
dicated a banner year for Peruvian exports of fish-
meal.

--May 1972. PFAO project officials in Lima, Peru, told
off_cials visiting Peru from Rome of the anchovy
problem and its long-term nature and effecis.

--July 10, 1972, Article published in an Agriculture
magazine predicted increased Peruvian exports of
fishmeal during 1972,

--¥May, June, and July 1972. Decision period for U.S.
farmers on whether to plant corn, cotton, or soy-
teans.

~-~-August 8, 1972, Attache for the first time advised
Agriculture of decreased anchovy catches and con-
sequent reduction in fishmeal production. (After
this date the attache kept FAS informed of the sit-
uation.;

FAO was aware of the serious problems facing the Peru-
vian fishmeal irdustry about 2 meonths earlier th.a Agri-
culture. If FAS nad been aware of the situation at the same
time, it would have been able to advise U.S. farmers at the
tire planiing decisions were being made.

Agriculture officials in Washington indicated that
additional benefits could be gained by increased monitoring,
but that FAO activities had policy implications for the
United States, especially concerning developing countries.

FAO officials in Rome confirmed that there was little
coordination between FAO and FAS. wWe recognize, as do FAO
officials, the problems associated with a member nation's
interfacing with an international organization; however,
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FAO representatives believe that increased cooperation is
feasible. They suggested that FAO and FAS officials meet
to identify areas where cooperation could be increased.

CONCLUSIONS

Agricultural attaches are satisfactorily complying with
FAS reporting instructions. For the most part, they pro-
vide requested information in the desired format. The in-
formation, however, was of limited usefulness to the U.S.
exporters interviewed.

FAS review of report regquirements is limited, and
attaches may be preparirg unnecessary and/or duplicative
reports. Further, alert reports lack analysis and com-
nentary, and FAS report evaluations are not giving the
attaches needed guidance in this area.

AGENCY COMMENTS AND QUR EVALUATION

Agriculture guestioned the use of a series of inter-
views with 50 unidentified people as evidence of general
criticism. Agricusture indicated that its informational
services are widely used and demand is increasing. 1In
view nf this they found it difficult to rationalize the
assertion that such rervices were not relevant to the needs
cf the users.

For many years Agriculture has obtained and published
massive amounts of information for many elements of the
agricultural trade. At the outset of our review, we re-
quested Agriculture cofficials to provide us with any studies
it had made concerning the effectiveness of its delivery
system. We were not provided with any such studies. Ac-
cordingly, it was necessary to obtain scme indication of
exporter informational needs and Agriculture's respon-
siveness.

The responses of officjals of the 50 exporter firms;
are useful and raise doubts as to the adequacy of the
information being provided., The interviews warrant con-
sideration of our reccmmendation that Agriculture make its
own study, which should be on a more scientific basis.
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Agricolture also stated that, although it would like
to provide information wanted by any U.S5. eaporter akout any
country in the world, present staffing limits make this
impossible. Attention has been concentrated on countries
representing major markets and competition. Africa, singled
out in the report as an area for which additional informa-
tion is needed, has accounted for less than 5 parcent of
U.S. agricultural experts during each of the past 2 fiscal
vears.,

A major objective of Agriculture'’s reporting system is
getting needed marketing information to the business com-
munity. EXporters we interviewed stated they were able to
obtain sufficient information on developed countries through
their overseas representatives, but an information gap
existed on developing cHuntries and Agriculture was not
filling that gap. Agriculture's system should be responsive
to user needs. The level of U.S. exports to a country is
not always the proper gage of such needs.

With regard to insuring chat reports submitted by
attaches are necessary, Agriculture stated that an attache
may not be able to see the value of a particular report,
viewed in the context of nis host country, when it is, at
the same tine, an important part of the worldwide analysis
beinag compiled in Washington.

Although much information in Agricultural Situation
Reports may have been included in other reports, Agri-
culture believes the report is valuable and its cost is
justified, as it is a valuable briefing document for official
travelers. Although a fermal review of report requirements
has not bszen made since 1970, Agriculture stated that re-
ports are under constant review by end users. It believes
this review by end users provides a self-policing mechanism,
but it recognized the desirability of more formal reviews
when personnel are available to make them,

Although situation reports may be valuable briefing
documents, the amount of duplication should be minimized.
The passive performance of attaches in some areas is directly
related to the heavy reporting requirements imposed on them,
and, if briefing documents really are necessary, it would be
more appropriate for the Washington staff to prepare them.
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A formal independent review of cost reporting schedules
is essential. Without such review, Department end users are
not required to justify the demands they place on attaches,
and there is little assurance that attaches are preparing
only essential reports.

Agriculture agreed that more analysis and comment on
alert reports would increase the value of many of them, but
pointed out that many were self-explanatory and the end user
can always request additional information if needed.

We recognize these factors. Our comments and recommen-
dation, however, are directed toward reports for which
analysis and commentary would improve the quality. 1In many
instances, end users cannot obtain in Washington the in-
country perspective that a:taches can provide.

Agri:-ulture agreed that constructive comments by of-
ficials rcsponsible for evaluating reports would help
attaches to improve their reports; hcwever, there are num-
erous instances where such commeiits are not relevant. Under
the present system, attaches are given specific suggestions
for improvement in cases where repeorts fail to include re-
guired information.

We do not believe the present system warrants the
degree of confidence that Agriculture attaches to it. The
reports and appraisals we examined and the comments of at-
taches and assistants showed the need for improved appraisals.

Agriculture advised us that, although FAS would welcome
closer coordination with FAO, it already works closely with
regional FAO operations in Rome, Washington, Hew York, and
Geneva. Agriculture also stated that relying on FAO as a
primary source of information poses two major difficulities.
First, FAO official statistics are not always the best
source of information. Secondly, the timelag inherent in
FAO publications makes the information less timely than that
obtained from attaches and other sources. Purthermcre, it
was difficult to take full advantage of the available FAO
resources and information when Agriculture was not re-
sponsiple for U.S. Government liaison with that organiza-
tion,
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We do not believe that FAS should rely on FAO as a
primary source of information. We suggest that FAS could
supplerent its information-gathering activities by monitor-
ing FAO activities., A first scep in this process would be
increased contact with FAQ, a view shared by FAO officials.

RECOMMENDAT IONS

We recommend that the Secretary of Agriculture:

--Determine the information needs of users of FAS's in-

formation system and revise post reporting instructions
to satisfy these needs.

--Review current report requirements and insure that
reports are necessary.

--Establish a requirement that attaches include analy-
sis and commentary on the implications of informa-
tion submitted in alert reports.

--Require officials responsible for evaluating reports
to provide specific suggestions on additional informa-

tion or analysis needed to improve reports.

~--Identify areas for increasing cooperation between FAS
and FAO.
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CHAPTER 5

MARKET DEVELOPMENT

The Congress in 1954 au*horized Agriculture to study
overscas markets to find outlets for U.S. agricultural pro-
duction. Over the years, Agriculture has relied on private
cooperators to develop such outlets and most FAS market de-
velopment funds have been used to support cooperators.

For a variety of reasons--including devaluations of the
dollar, a thaw in trading relationships with Communist coun-
tries, ind ¢ series of unforeseen natural disasters--the
world situation began to change in 1972, Instead of surplus
commodities, the United States in 1973 and 1974 was forced
to cope with tight supplies and shortages of many agricul-
tural products.

Despite this change, Agriculture has continued to assist
the same cooperators, promoting the same products in the same
developed countries. The need for FAS to continue to supporc
the market development activities of certain cooperators is
not evident, and criteria for d:termining when the Govern-
mervt role has been fulfilled needs to be established.

Dxporters indicate that attaches can provide a meaning-
ful service by reporting foreign trade opportunities. To be
responsive, however, the FAS program needs to be emphasized.

PROGRAMS AND ATTACHE INVOLVEMENT

The objective of the FAS market development program is
to develop and maintain U.S. commercial markets in foraign
countries. HMarket development covers (1) cooperator pro-
grams, {2) export incentive programs, and (3) PAS~iritiated
promotions. The attache's role varies depending on the pro-
gram and includes appraising cooperator marketing plans and
responsibility for trade fairs or developing trade oppor-
tunities.

Table 2 shows FAS market development costs by program
for fiscal years 1972-75.
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Table 2

Actual FY 72 Actual FY 73
Percent of Percent of
Program Expenditures total Expenditures total
(000 omitted) {000 omitted)
Cooperator $ 9,733 83 $ 9,930 90
Export in-
centive 315 2 115 1
FAS promo-
tion 1,730 15 _ 930 2
Total $11,784 100 $10,975 100
Estimated Fy 74 __ _ Estimated FY 75
Percent of Percent of
Program Expenditures total Expenditures total
(000 omitted) (000 omitted)
Cecoperator $10,375 86 $11,090 85
Export in-
centive 685 6 1,000 8
FAS promo-
tion 940 -8 9:0 -7
Total $12,000 100 $13,00) 100

Cooperator programs usually involve joint FAS and indus-
try promotion of such commodities as wheat, fruit, and feed
grains. Third-party foreign groups also may be involved.

For example, representatives of Western Wheat Associates
{cooperator) work with milling associations (third parties)
to educate local bakers in the use of wheat flour.

Export incentive programs involve FAS financial support
to private firms for promoting new products in overseas mar-~
kets and stimulating promotion in established markets having
growth potential. Initially firms could participate only in
cooperation with industrywide associations or industrywide
marketing groups {cooperators). However, Agriculture re-
cently seid that the program is now-availabie to any
qualified firm. -

FAS promotions generally concern agricultural products

other than those promoted by cooperators. Such promotional
devices znclude trade fairs, point-of-purchase prcmotions,
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trade exhibitions, the Trade Opportunity Referral System,
the label testing program, and the new-product testing sys-
tem.

The percentage of total time spent in market develop-
mert at the posts visited is shown on page 9.

COOPERATOR PROGRAMS

A€ has agreements with some 65 cooperators in 75 coun-
tries. More than 40 cooperators work with FAS under long-
term agreements; the remainder work only on occasional pro-
jects.

The attache monitors the activities of cooperators for
PAS. Althouq’:. the cooperator is ultimately responsible for
carrving out the marketing plans, the attache assists in
preparing them and in evaluating projects.

In the 20 years of FAS participation, cooperator pro-
grams have cost approximately $306 million, of which (1) FAS
has provided $121 millior (40 percent), exclusive of admin-
istrative costs, (Z) cooperators have contributed $72.9
million (24 percent), and (3) third-party foreign cooperators
have provided $112.1 million (36 percent). Tabie 3 shows
the extent of FAS support for all cooperator programs and
for five specific commedities for fiscal years 1972-75.

Table 3

FAS Expenditurees on Cooperator Programs

FY 72 FY 73
Percent Fercent
of of
Commodity Expenditures total Expenditures total
{000 omitted) {000 omitted)
Sovybeans, feed
grains, wheat,
cotton, rice 36,286 65 $6,641 67
Cther 3,453 35 3,259 33
Total FAS
cooperator
support $9,739 100 $9,930 100
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Estimated FY 74 Estimated FY 75

Fercent Percent
. of : of
Commodity Expenditures total Expenditures total
. (000 omitted) (000 omitted)
Soybeans, feed
grains, wheat,
cotton, rice $ 7,150 69 $ 7,975 72
Other 3,225 31 3,115 _28
Total FAS
cooperator
support $10,375 100 $11,090 100
EAS support

FAS estimates that, during fiscal year 1973, 177 man-
years were spent on market development--122 man-years of
headquarters staff time and 55 man-years of overseas staff
time. Cooperator programs required the far greater effort,
approximating 137 man-years, or about 77 percent, with the
remainder used for FAS-initiated market develop.wanc pro-
grams.

Cooverators remain essentially the same from year to
year. Of the 36 receiving FAS financial assistance in fiscal
vear 1973, 22 were initially brought into the program between
1956 and 1965. Only three new cooperators were brought into
the program during fiscal years 1971-73.

Two basic approaches to market development are used,
trade servicing and consumer promotion. Trade servicing is
helping the buyer use the product efficiently; consumer pro-
motion is creating a demand for a product and can be on
either a generic or a brand-name basis. In fiscal year 1973
FAS estimated that 41 percent of its expenditures were for
trade servicing and 59 percent for consumer promotion.

FAS expenditures are concentrated on a few cooperarors
and commodities. In 1973 four coopcrators received between
$1 million and $1.2 million each, a *>tal of $4.7 million,
to prcmote soybeans, wheat, feed grains, and cotton:; most
cooperators received less than $50,000, as shown in table 4.
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Table 4

Number of
FAS expenditures Commodities cooperators
{000 omitted)
S 1 +to § 50 Soybeans, potatoes, feed 18
grains, seeds, tobacco,
cereals, livestock,
cranberries
51 to 100 Beans, hides, tobacco 3
101 co 200 Raisins, citrus, minks 4
201 to 400 Peaches, wheat 2
401 to 600 Citrus, fats and oils 2
601 to 700 Pcoultry 1
701 to 800 Rice 1
801 to 209 Cotton 1
1,000 to 1,200 Soybeans, wheat, feed 4
grains, cotton
Total 36

In fiscal vear 1973, cooperator programs were chiefly
concentrated in the major cash-market countries, such as
Japan, West Germany, and the United Kingdom.

Changed supply and demand situation

The extent of FAS support for cooperators dealing in
wheat, feed grains, soybeans, rice, and cotton may have been
appropriate in past years, when surpluses wera stored at
great Government expense or exported on concessicnal terrs.
Recent events, however, have affected world supply and de-
mand for agricultural commodities in general and for these
commodities in particular and have made FAS support ques-
ticnable.

Beginning in mid-1972, the world supply and demand sit-
uation changed drastically. The Soviet Union purchased vast
quantities of U.S. grains and the People's Republic of China
also entercvd the market. Weather conditions adversely af-

fected production in many couvntries, and increased populatiocns

and higher incomes stimulatced woxld demand for foodstuffs.
Prices rose sghiarply.
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Commadity Prices

Soybeans

hrnuol Report of the Councit on
{rtarnatiora’ Economec Pohc,, . . . ‘J
February 1974 NEEMET S B 1 I I N

74

Recognizing the changed situation, Agriculture sharply
curtailed its concessional sales and credit programs in mid-
1973. In an effort to insure adequate domestic supplies:

--The United States in June 1973 embargoed soybean
exports.

~-The Soviet Union in early 1974 was asked to delay
receipt of 1its earlier wheat purchases.

--The Department of Defense asked Commerce to use the

Defense Production Act to force U.S. mills that were

short on certain types of cotton to fill military
orders.
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--The Secretary of Agriculture later in 1974 indicated
that agreement had been reached with Japan ana the
West European countries to limic their purchases of
feed grains.

[ ]

--The President in October 1974 delayed two sales in-
volving wheat and corn exports to the Soviet Union.

In spite of record crop production, the carryover stocks
of many commodities are at their lowest levels in 20 years.
2lthough 1974 crops were forecast to exceed those of 1973,
there was little prospect for increased carryovers in the
near future. The Secretary of Agriculture stated in August
1973 that:

"Rapidly increasing demand has resulted in prospecz-
tive carryout stochs -f wheat, feed grains, and
soybeans which will be on the low side of safe for
1973. Indeed, it is hard for me to see any chance
of having any burdensome surpluses at carryout time
in 1974 and 1975."

On January 27, 1975, the Agricultural Supply & Demand
Estimates report showed the decline in ending stocks over
the 3 crop year period.

ITtem 1972-73 1973-74 1974-75
{indicated) {projected)

wWheat (million
bushels) © 439 247 250

Corn {mislion
bushels} 709 483 300

Feed Grains (million
short tons) {(note a) 32.4 22.z 12.7

Soybeans (miliiop
bushels) 60 171 100

@rncludes corn, sorghum, oats, and barley.
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The demand is increasing despite high prices for
agricultural commodities. Maintaining the U.S. reputation
as a3 reliable supplier appears to be the primary concern,
not developing new markets. One cooperator official wrote
in June 1973:

"The current tight market situation, high prices
and short-supply psychology among Asian feed grain
customrers comes at a time when demand for meat in
the Asian area is accelerating more rapidly than
ever before. More and more, our contacts revolve
not around market development activities, but con-
cern the unanswerable (for us) guestion--how can
you assure us a stable supply of feedstuffs?”

In some instances, the level of FAS financial support to
cooperaters for market development activities seems inappro-
priate.

FAS invested considerable funds in supporting wheat and
soybean cooperator programs in Japan, and the U.S. share of
trhe Japanese market for wheat and soybeans at the end of
1972 was 5! and 9] percent, respectively. From fiscal years
1971 to 1974, FAS prcvided about $1.8 million for scoybean and
$1.2 million for wheat promotion. These expenditures ac-
counted for 45 percent aad 23 percent of total FAS promo-
tional expenditures fur soybean and wheat, respectively.

Japan, the largest foreign consumer of U.S. agricul-
tural commodities, recently adopted a policy of diversifying
its sources for agricultural commodities, including whleat
and soybeans. During meetings with Japanese Government and
industry officials, it was evident that diversification was
being actively pursued. The director of operations for the
Japanese Food Agency which controls wheat imports said that
the agency was actively seeking alternative sources. At the
time of our visit, Japanese officials were neqectiating with
Canadian and Australian representatives for juaranteed quan-
tities of wheat for future delivery.

An official of a Japanese company which during 1972 im=-
ported 20 percent of Japan's total soybean requirements said
that his firm purchased chiefly from the United States. Be-~-
cause of uncertainties about U.S. ability to meet his needs,
however, he was looking for other sources. The assistant
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director of the American Soybean Association said that
Japanese soybean interests were developing additional sources
of supply. He cited a planned seminar for Brazilian soybean
producers sponsored by the Japanese Government. Japan's
soybean imports from Brazil and its investment in Brazilian
soybean ‘produdtion and processing facilities have increased.

Ceongressional concern

The House Committee on Government Operations' June 4,
1974, report, "Market Promotion Activity of Foreign Agricul-
tural Service (Fourth Review),” noted that continued FAS
assistance to cooperators for promotion in developed —arkets
did not coincide with FAS rationale for Government-assisted
promotion in its March 1972 publication, "Overseas Agricul-
tural Market Promotion Programs," which noted:

“U.S. tradesmen tend to be preoccupied with the
domestic market. Often they are reluctant to
undercake risks inherent in overseas marketing
operations. Strange languares, different laws
and unfamiliar customs—-plus added handling and
stcrage costs—-make foreign marketing a formid-
able challenge. It is important to note that the
producer in the agricultural sector of our economy
generally gives up title to his product as socn as
it leaves his farm. This is gquite different from
industry where the manufacturer frequently main-
tains title throughout the marketing chain. Gen-
erally speaking, therefore, U.S. farm producers
have no direct channel for promoting export sales
of their products. They must either stand by
hzlplessly, hoping that someone will take the ini-~
tiative in promoting their products overseas or
they must utilize some mechanism to promote ex-
port sales on which they, as farmers, have become
increasingly dependent. It is in providing just
such a mechanism that government promotion assist-
ance plays its unique role.”

The Committee concluded that, in situations when the
Government had taken the initiative, established a mechanism,

and developed markets, the unique rcle had been fulfilled.
Once accomplished, further Government support should not be
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required. The cooperator organization's economic self-
irterest should be sufficient to maintain the market.

Agriculture has recognized this principle under its
export incentive program and has provided for terminating

assistance once a product is established in the market.

EXPORT INCENTIVE PROGRAM

This program is available to individual firms in coop-
eration with participating industrywide trade associations
or marketing groups (cooperators) and other qualified firms.
Products eligible for promotion include any food which can
be exported and identificd at the consumer level as a prod-
uct of the United States, provided such sales materially ben-
efit U.S. agriculture. The program is designed to let the
cooperator move from generic to brand promotien through a
partnership arrangement with firms within its industry. It
is being used to promote almonds, grapefruit, oranges, lem-
ons, rice, canned corn, and soy-oil products.

Agriculture has indicated that it expects export incen-
tive assistance to terminate when the product is well estab=-
lished in the market. This, and the fact that the program——
is restricted to specified products and the level of FAS
support is inversely related to export performance, would
indicate a proper direction for FAS market development
assistance to follow.

FAS MARKET PROMOTION

FAS plans and sponsors trade fairs, in-store promotions,
trade seminars, and conferences. It coperates a label test-
ing program, a new-product testing system, and a Trade Op-
portunity Referral System. Intermittent or occasional
fairs, in-store promotions, seminars, and conferences are
held in selected countries, and attache involvement varies.
An attache may be entirely responsible for a particular
event, or responsible jointly with the staff of FAS Inter-
national Trade Fairs Division, or he may merely provide
logistical support.

The label testing program and new-product testing
system are relatively new and operate in only a few coun-
tries. The Trade Opportunity Referral System is similar
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to a system establiched by the Department of Commerce for
exporters of industrial products and is designed to alert
agribusiness to specific export opportunities. The FAS
system also includes lists of U.S. firms interested in ex-
porting and of foreign importers.

Identifying specific trade opportunities is a market
prometion activity which can be accemplished entirely by
the attache. Officials of 34 of 39 exporting firms identi-
fied the Trade Opportunity Referral System as the most im-
portant service FAS provided. Likewise, officials of 20
of 24 overseas organizations, including import firms and
government agencies, believed it was a valuable tool for
expanding U.S. exports.

In a report on export assistance needs of smaller in-
austrial companie i . we found that the services available
through such a program as the Trade Opportunity Referral
System would help companies to increase export sales and
would induce nonexporters to enter the field. We stated
that:

"Marketing intelligence, to the small businessman,
means information on either specific sales opportuni-
ties or names of potential importers of his product.
Generally, small businessmen do not have the time

or resources necessary to convert general market

data into sales.”

Trade Opportunity Referral System

A computerized system for processing trade leads became
operational in June 1971. 1In addition to providing a mech-
anism to disseminate leads to interested exporters, the sys-
tem is designed to provide lists of U.S. exporters and for-
eign buyers for attaches to use in developing contacts and
trade fair mailing lists, etc.

1/"Report to the Secretary of Commerce and the Administrator,
Small Business Administration," B-172255, June 22, 1973.
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At program inception, FAS recommended that trade op-
portunities be generated by (1) personal contacts by atta-
ches, cooperators, and Department of State and other over-
seas personnel, (2} mailings to specific categories of
importers, and (3} advertisements in foreign trade journals.
Attaches, however, generally do not actively solicic leads
nor have lists of U.S. exporters available at their posts.
Although Commerce maintains comprehensive lists of U.S. ex-
porters and of foreign buyers, FAS has not integrated this
information into its system. The Trade Opportunity Referral
System program is given little publicity and many coopera=
tors, foreign importers, foreign offices of the U.S. Chamber
of Commerce, and others are unfamiliar with the prcgram.

The number of trade opportunities submitted by posts
we visited were as follows.

Countries FY 1972 FY 1973
Argentina 4 4 5
Australia 2 16
West Germany 58 66
Hong Kong 79 82
Japan 12 139
South Korea 1 3
Peru 10 9
United Kingdom 53 69
Venezuela -6 -7

Total %%g 276

Attaches in Japan and Venezuela, two important pur-
chasers of U.S. agricultural commodities, submitted few
trade leads.
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0Of the 19 agricultural leads submitted from Japan in
1973, 9 originated with commercial officers, 1 with the
agricultural attache, and 9 with unidentified sowrces. An
assistant attache attributed the small number of leads ic
the Japanese way of doing business through trading companies
and to the fact that these companies are well aware of U.S.
firms that are capable of meeting their needs. Despite
working under the same marketing system, however, the Em-
bassy's commercial section submitted 106 trade leads to
Ccmmerce in a 2~-1/2-month period during 1973. oOfficials of
two Japanese trade associations having a total membership
of 5,000 firms stated that the system would be valuable ir
locating supply sources for their members.

The attache in Venezucla, in commenting on the small
number of trade leads for Lis post, adopted a position simi-
lar to that of his colleague in Japan. He stated that most
Venezuelan firms have extens.ve and long~standing associa-
tions with U.S. suppliers. Importers and trade associations
officials in Venezuela, however, told us that the Trade
Opportunity Referral System could wrove valuable to them in
locating suppliers. An agent for a number of U.S. firms
thought the system could generate additional sales of U.Ss. —
agricultural products, since Venezuelan companies would be
made aware of qualificd suppliers.

Exporters were generally satisfied with the Trade Op-
portunity Referral System program but they did suggest ways
it could be improved. Many indicated that, in forwarding
the trade lead, the attache should give information on the
buying firm's credit standing and indica*te the potential for
consummating the sale. The credit infornsation desired is
similar to that contained in Department of Commerce World
Trade Directory Reports.&/ it was also suggested that atta-
ches offer a more specific description ot the item(s) de-
sired.

L wor1a Trade Directory Reports are prepared at the request
of U.S. businessmen by commercial officers located at U.S.
Embassies. The reports contain information on foreign firms,
including number of employecs, assets, liabilities, type of
business, and credit standing and an evaluation of the firm's
suitability as 3 contact for Y.S. businesses.
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Progr emphasgis

In our report on the Department of Commerce Trade
Opportunities Progra 1/, we found that commercial officers
were not actively seeking out trade leads but were relying
on foreign businessmen to take the initiative and to visit
the Embassies and consulates to say what they needed. We
concluded that overseas posts would significantly increase
the number of reported trade leads if they were more aggres-
sive in seeking out opportunities. The same characterization
can be made of the Trade Opportunity Referral System. Only
three of the posts we visited generated many leads, and at
two of these posts many of the leads were the result of for-
eign businessmen taking the initiative and visiting the atta-
che.

Agriculture does no% charge a fee for this service. We
pointed out in the Trade Opportunities report that charging
for the service would be a good test of its value to users.

Exporter lists

The Trade Opportunity Referral System is capable of
providing attaches and cooparators with lists of qualified
U.S. exporters and of including information on sales, prod-
ucts, and export veolume. In seven of nine countries visited,
however, such lists were not available. We discussed the
value of exporter lists with officials of overseas organiza-
tions, including importers and Government representatives,
and most indicated that such lists could be a valuable tool
for expanding U.S. exports. The lists would be particularly
useful in responding to foreigin buyers interested in develop~
ing relationships with U.S. suppliers.

The Department of Comaerce also compiles lists of U.S.
exporters in a system known as the American International
Traders Index. Commerce gave us its list of processed-food
exporters, containing 799 firms. We compared the names of
firms located in 3 States with Agriculture's list and fcund
that only 21 of 143 appeared on the Agriculture list.

l/"Ways to Increase U.S. Exports Under the Trade Opportuni-
ties Program," B-135239, Jan. 28, 1972.



Importer lists

Officials of 29 of 31 U.S. exporting firms stated that
listing of foreign buyers was a valuable service. Accurate
lists would permit them to readily identify prospective
buyers and help to locate overseas agents.

The lists were originally compiled under contracts with
overseas research firms, which surveyed local importers in
50 countries and developed information on products imported,
bank and credit references, and language of correspondence
of individual firms. Many of the lists are now outdated
and, reccgnizing this, FAS is contracting once again with
overseas research firms to update the lists. )

The Department of Commerce also has importer listings
covering more than 100 countries. Its lists were compiled
from information contained in World Trade Directory Reports.
According to Commerce, “every effort is made to include only
firms of gocod repute.” The Commerce lists contain more data
than those of FAS. Out of a sample of 25 West Gexrman imper
ers of agricultural comm>dities on the Commerce list, Agri-
culture had included only 3 firms on its list.

Lack of publicity

Other than an occasional latter to potential importers,
program promotion is virtually nonexistent. FAS depends
primarily on word-of-mouth communication for promotion. In
this regard, 32 of 37 foreign importers and agents, coopera-
tors, and officials of overseas offices of the U.S. Chamber
of Commerce were unaware of Agriculture's program. At pro-
gran inception, FAS suggested advertisements in local trade
journals as a promotion technique, but the suggestion had
not been adopted in any of the countries visited The as-
sistant attache for market development in England, however,
stated that he was developing advertising copy for use in
local journals,

New-product testing system and
label testing program

FAS initiated a new-product testing system whereby
potential exporters, for a fee, have their products tested
for acceptability in overseas markets. The actual testing
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is done by local firms under contract to FAS. At the time
of our review, this service and its companion, the label
testing program, were operative in only a few countries. In
England, both programs were used extensively: in Japan only
the label testing program was operational.

The label testing program is used primarily in conjunc~
tion with PAS-sponsored trade events, to preclude the promo-
tion of processed foods which are prohibited import items.
In some instances, a labeling change removes the product
from the restricted import list. In other instances, food
additives must be removed or acceptable substitutes found
before ths item 1s considered acceptable for importing.

Both programs appeared to be effective in providing
U.S. companies with a neede¢ service.

Answering correspondence

Attaches and their staffs spend considerable time an-
swer_ng ingquiries from U.S. businessmen, universities, and
individuals and handiing administrative matters in conjunc=
tion with overseas trips, cooperator activities, and FAS
events. Information requested from the attache ranges from
simple, easily answered questions to those requiring detailed
answers and considerable work.

Many of the requests could be answered by FAS. Under
the Department of Commerce system, all correspondence flows
throuagh Washington, minimizing the number of requests for
information from its commercial offices abroad. Commerce
categorizes reguests and responses and has created a data
bank from repetitive requests.

CONCLUSIONS

For the most part, FAS relies on cooperators to perform
'the market development function. Cooperators receive approxi-
mately 85 percent of PAS market development funds, and atta-
ches and other FAS personnel spend a great cCeal of time ad-
ministering these programs.

Te world agricultural situation has changed dramat-

ically. Surpluses have beern eliminated and prices have
increased. The need for FAS to continue tc support the
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market development activities of certain cooperators dealing
with high~priced commodities in tight supply and great
demand is no= evident. Previous FAS support has assisted

in developing the Japanese and Western European markets, and
the soybean and wheat trade in particular should now be in a
better position to assume all promotional costs, especially
those designed to mitigate reductions in the U.S. share of
imports. Continued Government support of such cooperators
for market maintenance, without criteria for private assump-
tion of all costs, in effect commits the Government inde-
finitely.

FAS' export incentive program, on the other hand, pro-
vides promotion assistance to exporters of new-to-market
products on the basis of actual export performance. Further-
more, the program is restricted to specified products and
terminatcs when the market is established.

The Trade Opportunity Referral System was identified by
certain U.S. exporters as the most useful and important ser=-
vice FAS could provide. Attaches, however, do not actively
seek out leads or aggressively pursue program objectives.
The system's lists of U.S. exporters are not available at
overseas posts.

Although Commerce compiles lists of foreign import
firms and U.S. exporters, FAS has not incorporated the Com-
merce information into its system.

The Trade Opportunity Referral System program has been
little publicized, and many overseas importers, cooperators,
and other orgarnizations which could use the service are un-~
aware of its existence.

Attaches at many posts are redquired to spend a great
deal cf time responding to routine requests for information
from the Unitel States. Commerce has devised a system where-
by rcoutine requests for information are handled by its Wash-
ingten staff, minimizing the number of requests which its
overseas offices receive. Agriculiure should do likewise.
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AGENCY COMMENTS AND OUR EVALUATION

Agriculture stated that it could not accept our recom-
mendation "to routinely withdraw assistance when products
supported under the cocoperator program a2re well established
in a market."” It agreed that Government support should be
withdrawn whenever feasible. However, it believed the con=-
tinuavion of programs in established markets was clearly
indicated in congressional directives regarding the use of
funds appropriated for export maintenance and expansion.
Agriculture said its policy and practice was to withdraw
were achieved or as cooperating groups gained the necessary
financial support and/or tuchnical knowledge. Alse, a num=—
ber of cooperator agreermznts had been terminated and a num-
ber of programs eliminated or changed.

Agriculture said that market development is a long-term,
continuous undertaking and that it is vital to maintain prod-
uct identity and representation in foreign markets during
short-term periods of tight supplies. PFurther, current high
prices are expected to lead to a sharp increase in production
in the next couple of years and the basic structure of
Agriculture's market development prngram must be held intact
to meet competition from other countries for export markets
in wheat, cotton, soybeans, rice, and feed grains. Despite
the current strong demand for agricultural products, U.S.
competitors are increasing expenditures for foreign market
development.

We acknowledge tnat Agriculture has eliminated some
cooperator agreements and modified some programs, but it
has not been particularly active in doing so. Essentially
the same ccoperators receive financial assistance from year
to year and the majority of the funds are provided to a few
cooperators dealing in selected commodities.

vile are not recommending that FAS “"routinely" withdraw
cooperator assistance. We are recommending that FAS “"estab-
lish criteria” to determine when cooperator programs no
longer warrant assistance.
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We recognize that foreign market development is a
long~term, continuous undertaking, but not as it relates to
Government assistance. Criteria chould be established to
determine when Government assistance to private cooperator
groups will terminate, otherwise the commitment tends to be
indefinite.

It should alsc be noted that the majority of Agricul~
ture's funds are used by cooperators to promote products
on a generic basis, a practice which may have little effect
in increasing U.S. exports. Commeodity procurements are
ordinarily made on the basis of such factors as price, for=
eign exchange availability, quality, and delivery. Accord-
ingly, if a U.S. commodity cannot compete on these bases,
generic promotion merely resalts in increased sales by com-
petitors.

Agriculture may be reluctant to terminate support of
cooperators who have contributed toward increasing U.5.
agricultural exports and with whom it has had working rela-
tionships for many years. Nevertheless, consideration must
be given to the fact that, at some point, the economic self-
interest of private cooperators should be sufficient impetus
for their full assumption of promotion sxpenses. Further,

a reduced Government role would be consistent with free-
trade philosophy and with Agriculture's stated policy of
eliminatirg Government involvement in the market place.

Agriculture indicated that, as a result of cur recommen-
dation on the handling of routine information, a notice wes
published in the weekly Trade Opportunity Referral System
newsletter advising firms to send such requests to Washing-
ton instead of to attaches. This request will ke repeated
in the annval "Export Directory." Also, our recommendations
concerning the system's proyram were being implemented,
based on Agriculture's testing and evaluation of the program
during 1972-74.

The actions indicated should h:lp to reduce the number
of routine requests for informatior forwarded to zattaches
and should result in a more effective trade opportunity
program.



The Department of State commented that our recommenda-
tions concerning market development matters appeared to be
appropriate.

RECOMMENDATIONS

We recommend that the Secretary of Agriculture:

--Establish criteria for determining when products
supported under the cooperator program are well
established in a market and no longer warrant FAS
assistance.

--Review current support to cooperators and eliminate
or phase out acsistance no longer appropriate.

~-In recognition of the importance of the Trade
Oppertunity Referral System to U.S. exporters
and foreign importers,

1. Direct attaches to actively solicit trade
opportunities.

2. Publicize the program in foreign journals
and periodicals.

3. Provide attache posts with lists of
U.S. exporters.

4. Integrate to the extent possible the informa-
t.ion Commerce has compiled on U.S. exporters

and foreign buv-rs into the system.

-=Establish a system whereby routine requests for in-
formation ars handled by FAS rather than by attaches.

MATTERS FOR CONSIDERATION BY THE CONGRESS

In view of the matters discussed in this report, the Con-
gress may wish to consider clarifying the grounda rules for
Government financial assistance to private groups for over-
feas promotion of agricultural commodities.
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CHAPTER 6

OPERATING IN THE 3SOVIET UNTION, EASTERN BLOC COUNTRIES
AND PEOPLE'S REPUBLIC QF CIIINA

Iv recent vears, U.S. agricultural s=z=les to Socialist
countries have increased greatly. Such sales accounted for
about one-third of the gain in U.S. agricultural exports in
fiscal year 1973. Although the most dramatic transaction
was the sale of wheat to the Soviat Union in 1972, sales co
Eastern Europe and the People's Republic of China also in-
creased.

Graphs 4 and 5 show the extent and growth of U.S.
trade with Socialist countries and the major role that ag-
riculture has pl.ayed.
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Communist Coui.tries, 1973
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This burgeoning trade with Socialist countries may pro-
¢ various diplomatic and economic benzfits, but 1t also
~ se¢s challenges for U.S. domestic and international =conom-
pol:icy The Soviets and the Pe»ple'z Republic of China
the capacity for enormous purchases of U.S. agricultur-
roduct:, which could greatly affect domestic prices,
vad-a11 stiipments, and sales to traditional foreign markets.

‘Uoo

Given the likeliheood of continued demand for U.S. agri-
cultural commodities -y Socialist countries, measvres to en-
hance the predictability of such demard ‘are reeded. Agri-
culture recently instituted a prior approval system to
preclude large-scale unforeseen exports. However, a monitoring
system incorporating information provided by attaches could
crovide data on production, consumption, policies, and possi-
ble import requirements which would enable the United States
to more accurately estimate forseign demand and, if necessary,
rationally allocate supplies.

At the time of cur fieldwor’:, three attaches in the
Scviet Ynion, one in Poland, and one in Yujoslavia were
Tonitoring developments. In Bulgaria, Czechoslovakia, Hun-
sarw, and Romania, Department of State Foreign Service
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Officers performed tais taskl/. Two agricultural officers in
Hong Kong were responsible for monitoring developments in
the People's Republic of China.

SOVIET UNION

U.S. agricultural exports to the Soviet Union increased
from $135 million in fiscal year 1972 to $900 million in
fiscal year 1973. The vrincipal commodity involved was
wheat, up from about S$1 million in 1972 to $558 million in
1973; however, exportcs of corn and soybeans also increased.

The Soviet Union has been committed to a policy of im-
proving its people’s diet. " Until recertly, meeting this
commitment depended on the government's ability to stimulate
farm production. Although considerable progress was made
from 1966 to 1970, production stagnated in 1971 and declined
substant:ic il in 1972. As a result, the Soviets bought
large amounts of wheat and other feed grains to sustain
their program of increased protein levels and to replenish
depleted reserves. It is evident that, for the present at
least, the Soviets are not willing to permit food consump-
tion to follow the whims of weather but are willing to
import to meet the needs of consumers.

Information gathering

Local newspapers and periodicals constitute the
attache's principal source of published information on agri-
cultural developments within the Soviet Union. The office
subscribes to about 20 daily newspapers and 50 monthly
per.odicals, and the attache and hisgs staff summarize or
brief articles considered important and transmit them in
the form of alert reports to Agriculture. The attache
estimates that half a man-day, or about 16 percent of avail-
able staff time, is spent daily performing this task.

1/pas stated that the attache in Yugoslavia was recently
accredited to komania and would begin making trips there to
more comprehensively cover the local agricultural situa-
tien. Also, an attache would be assigned to Austria with
responsibility for monitoring Czechoslovakia and Hungary.

-
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Information from these publications, cfficial Soviet
publicotions, and indeperdent weather data are inputs for
attache and Agriculture estimates of Soviet production.
The attache supplements or verifies published data during
field trips, and during iiscal year 1973 the staff made 13
field trips.

The unique service of an onsite representative is in
making contacts and reporting first-hard observations. FAS
cncourages attaches to develop relationships and make as
many field trips as possible; however, the attache and his
staff in the Soviet Union have not been able to devote
sufficient time to these important activities because of
time spent reporting, answering correspondence, and
assisting visitors. One assistant attache told us that
in 16 months he had beer able to establish only one
government contact and visit only one collective farm.

The attache sa:d that the only time he had visited the
Soviet ministries was when escorting visitors or vhen
called upon to discuss the 1972 wheat sale or the 1973
agricultural agreement. He noced that eight Soviet
ministries were 1nvolvaed in agriculture or trade which
he should visit pcriodically and that such visgits would
allow him to better assist U.S. businessmen.

Attaches are not allowed to move freely within the
Soviet Union. All field trips must be planned in advance
and submitted to the Soviet Government for apprcval.
Although a good proportion of reguested trips were approved
in fiscal year 1973, office workload restricted the
attache from more aggressively seeking apprcval to visit
such important agricultural areas as the middle and lower
Volga, a Soviet breadbasket. Other areas scheduled but
not visited during the 1973 crop vear included the Urals,
Belorussia, Leningrad and Tallin, and Kiev-Odessa.

Reports from the attache in Moscow on c;op conditions
in the Soviet Unicn and reports from attaches at other
posts in early 1972 were not fully assessed by Agriculture in
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terms of possible sales of U.S. wheat. The credibility of
the reports was questioned, partly because the information
was extracted from published sources.

United States-Soviet Union Agreement

Tne United States and the Soviet Union in June 1973

ed into an agreement to exchange economic information,
including projections of preduction, consumption, demand,
and trade of agricultural commodities. The initial meetings
ware held by a joint working group in Moscow from November
13 to 15, 1973. &t that time, the Soviets agreed to pro-
vide this information, as shown in table 5. (See p. 72.)

Although Soviet officials felt they could not provide
the full current and forecast data on foreign trade and
stozks of major commodities that the United States had
asked for, i:-: information they agreed to supply was con-~
sider=d a significant step forward. At a second round of
meetings in May 1974, both sides broadened their areas of
interest. Information sought by the United States included
forward estimates of production, consumptiocn, and trade;
the Soviet interest focused on U.S5. agricultural technclogy.

A U.S. coal in these exchanges is to obtain sufficient
information to enable Agriculture to forecast world supply
and demand for major agricultural commodities so that the
United States can plan its production and export levels.
With respect to the basic agreement and areas of related
interest, the attaches played a limited role, acting largely
a- a conduit for information forwarded to Washington.

Market development

Answering correspondence and assisting visitors are
the primary attache activities in markat development.

Assisting visitors

Businessmen visit the Soviet Union and some require
the attention of the attache and his staff. Increased in-
terest in the Soviet Union as a market can be traced to the
visits of the President and the Secretary of Agriculture in
April and May 1972, when there was a general warming of
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[#9]

Table

Tvre of data As of
Sownt*areas for all crops June 1

indawvidually {(preliminary)
Area, vield, and preduction Nov, 1
cf all crops andividually

(preliminar-}
Area, vield, and prciuction July 1
of all crcrs individually

{final Zat=2a fcr preceding

10 vears)

s of Tasic kinds of 1st of
cck anz poultry, monthly month
Stzate collective farms)

Narbers of livestocx by type, Jan, 1
annual ‘greliminary)

.obers ¢ livestock and Jan. 1
by . pe, age, and

Py [ ek

vl

sex, all available catecoraics,
annuali finail;

S-atement ¢f all ~asor cate- Annual
gor:es cf animal feeds used by

all c¢ype Ilivestock and poultry

{ccllective, State)

ndustr:al preduction of food Monthly and
oroducts, including edible annual (de-
fats and oi1ls and all cther sirable for
precessed asricultural products past 10 years)
Prcduction of all meats and Annual

poultry {(:ive weaght and slaugh-
ter weight} cy type, milk, wool,
eggs, hides and skins, furs and
pelts, feathers and down, raw
silkx, and hroney on State farms,
collective farms {(final)

Data on all major crops, live=-
stock and meat procurements as
contained in the annual plan
aprroved by the Supreme Soviet
(after appreoval cf the plan)
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To be submitted
to United States
as of

Aug. of same
year

Feb. ©of next
year

July of same
year ‘

15th of rame
month

.

Feb., of same
year

June-July of
same year

July

1 to 2 months
later for monthly
data and in June
of following vyeac
for annual data

August



relations and the groundwork was laid for increased business
relationships between the two countries. Since then, there
has been a marxed increase of urcfficial visitors. For ex-
ample, in 1970 and 1971 there were 28 and 33 visitors, re-
epvCeo.2i . Lt 1972 chere were 84, and for the first 9
months of 1973 there were 76. The attache said that much

of his time was spent in assisting these visitors, arranging
appointments and the like,

The principal visiting business groups are trade mis-
sions, some sponsorsd by Agriculture and some self-initiated.
Between 12 and 24 such missions visited in about 18 months,
requiring a good deal c¢f attache assistance because of the
peculiarities of doing business in the Soviet Union. Such
assiotance includes making appointments ané acting as es-
corts. For example, for tte first 3 months of fiscal year
1974, six trips were made by the staff, three primarily to
escort visitors and three to observe crop conditions. Dura-
tion of the visits varied, but generally lasted from £ teo
10 davys.

The attache noted that visits which afford little pro-
spect for developing sales oppertunities should be dis-
couraged. He observed that individuals were not adequately —
briefed and that additicnal emphasis should be placed on
such briefings.

The immediate attention required by visitors forces
the attache to adjust his pricrities. Although FAS empha-
sizes reporting, including field trips, and the a.tache
agrees, his first priority is assisting visitors. He felt
this was wrong but saw no sclution to the dilenmma.

Correspondence

Along with the increase in the number of visitors, the
number of requests for agricultural information by U.S. busi-
nesses, universities, and Government agencies has increased.
The attache estimated that about 2 man-hours a day is spent
on such macters. Most of the information sought was routine
and could have been answered by FAS in Washington. In many
cases, the post had previously sent the necessary information
to FAS.
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State's Economics Counselor also receives and answers
requests for other business information, but he makes a point
of sugagesting that future requests be directed to the De-
vartment of Commerce in Washingtcn rather than to the post.

Conclusions

Although the attache staff in the Soviet Union repre-
sents Agriculture's principal and perhaps only objective
source of agricultural information, questionable ancillary
activities prevent it from functioning at its full potential.
Activities, such as answerirg requests for information,
which could b= handled by FAS headguarters personnel and
briefing or otherwise assisting visitors has forced the
attache to neglect other activities. Making field trips and
cultivating relationships with Soviet officials should be
the priorities,

Agency comments and our evaluation

Acriculture agreed that more travel should be done by
the attache o:iffice and said every effort was »neing made to
accomplish this within the guidelines established for
travel by the Soviet Government.

Acriculture said it recognized the heavv demands made
on the Mcscow staff, and it dces advise prospective visitors
of the limited resources available fer handling direct re-~
quests. However, visitors still have the strong feeling
they should have direct access to Agriculture representa-
tives whether in Washington or abroad, and they will con-
tinue to make direct demands. Under the circumstances, the
attache had been directed to send such requests to Washington
for replv.

In the case of personal visits, Agriculture said that,
due to the peculiarities of doing business in Moscow, it
felt obliged to have Embassv staff assist when possible.
Agriculture planned, however, to assign a representative to
the U.S. Trade Center in Moscow when it is established.

This should divert a substantial number of trade-type vis-~
1zors frem the Embassy to the center, allowing attache staff
to devote more time to traveling and gathering agricultural
information.
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The actions cited should permit the attache staff to
nd more time in making contacts and report’ g personal
ervations of agricultural conditions in the Soviet Union.
iic pronouncement of the services available through Agri-
culture,in Wasningteon could further assist in alleviating
the problems noted.

O' 4 5
[; o 5

'

Recormendations

To allow sufficient time for such matters, we recommend
that the Secretary of Agriculture:

--Advise individuals .or organizations within and out-
side Government of the limited resources available
at the attache office in the Soviet Union and re-
grest prospective visitors to seek FAS advice on the
commercial value of visits,

--Publicize the availability of information in Wash-
ington and state that only reguests submitted through
Agriculture will be answered by the attache and in-
struct the attache accordingly.

ROMANTIA

7.5. agricultural trade with Fastern Europe in fiscal
vear 1973 amounted to $449 million, an increase of 131
percent over 1972. The largest gains were made in trade
r1th Poland (S136 million), Yugoslavia ($44 million), and
Romania ($45 million). Principal items exported by the
United States to these markets were grains, soybean pro-
ducts, and hides and skins.

U.S. agricultural exports to Romania in 1973 were $70
million, up from $26 millicn in 1572, Principal exports
were cattlehides, corn, oilseeds and their products, and
cotton.

Recent United States-Romanian economic relations have
been marked by efforts on both sides to reduce barriers and
expand trade. A more favorable trading climate has been
achisved by recent U.S, policy decisions affecting export
centrol regulations, investment and export sales financing,
tariffs, port security rules, etc. These actions have been
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accompanied by frequent high-level meetings between of-
ficials of the two countries.

Romania is now treated more liberally by U.S. export
control regulations than any other Socialist country.
in Aprii 1971, at Presidential direction, Romania was
placed in a new and special status similar to that cf
Yugoslavia, which is treated as a West European country
for export control purposes. More than 90 percent of
U.S. exports to Romania do not require individual lic-
enses.

Romania was predominantly an agricultural country un-
til recently. Its central economy 1S now, howevey, commit-
ted to a policy of rapid industrialization.

The Western share of Romania's total foreign trale (45
to 50 percent) is larger than that of any other East European
country. Rcmania has not restricted the bulk of its trade
to cther members of the Soviet-dominated Council for Mutual
tconomic Assistance, as Romanian 2fficials have been eager
“0 acguire western technology and to avoid tailoring their
economy to a specialized role in the Soviet trading bloc.

Because there was no agricultural attache in Romaniz,
+he Embassy's economic officer was made responsihle for
menitoring auricultural develoopments. There was no routine
coverage of agriculture, although the economic oificer sub-
mitted a general report on agriculture in the spring and
fall of the vear.

The economic officer believed that training should be
given to State Department personnel who are expected to cover
agricultural matters, particularly in a country like Romania
where agriculture is so important to the economy. Although
he attended State's Foreign Jervice Institute for 6 months,
agricultural mnatters were not touched on. He indicated that
the only training he received was a 2-hour visit to Agricul-
ture, wnhich he initiated. Although Agriculture officials
indicated ‘hat briefings are provided to Ambassadors and
Deputy Chiefs of Missions, they do not routinely brief other
Exbassy personnel.
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Information gatrnering

The econcomic officer advised us that he provided Ag-
riculture with two reporits of a routine nature in the spring
and fall of 1972. During 1972 he also submitted a number
of alert reports commer.ting on the status of the Romanian
wheat c¢rop in response to a specific request from Agriculture
which was attempting to gage the significance of reported
winter-ki.l in the area. The vprincipal sources of the ag-
ricultural information were Government, third-country, and
FAO officials.

The economic officer indicated he csould do more re-
porting on agricultural matters if he knew what Agriculture
wanted. For example, he makes six field trips a year and
prepares reports of his observations as they reflact on U.S.
trade in industrial items, Although the areas visited are
the most important agricultural areas in Remania, he has not
included information in his trip reportis on agricultural
matters because Agriculture has not advised him what infor-
mation would be useful. In additior, the officer obtains
a daily agricultural newspaper but doces not submit articles
on aariculture because he does not know what information is
desired. ’

The economic officer received no feedback from Ag-
riculture on his reporting and, accordingiy, did not
wnow whether his reports were useful. le also has never
seen a scheduled attache report and believes such reports
from the Soviet Union and Yugoslavia wouid be helpful since
these countries border Romania.

Conclusions

Although our review included only one country where
Department of State personnel were responsibie for monitor-
ing agricultural developments, we believe it may be typical
of such situations. Increased training and guidance from
Agriculture could improve monitoring of such developments.

It is too early to assess the effectiveness of FAS!'
recent and planned steps to give additional attache coverage
to Romania, Czechoslovakia, and Hungary. Xaevertheless,
State personnel need to be alert to events important to U.S.
trade interests.



Agency ccmrents and our evaluation

Acriculture said it would not be vossible to institute
a short course for Foreign Service Officers which would
equip them to adequately perform the agricultural attache's
reporting responsibilities. It said further that FAS does
not have sufficient personnel for extensive training of the
type reqguired. Nor would Foreign Service Officers have ad-
equate tim: for such training. '

An apprecpriate training program for such officers is
particnularly important in view of the fact that, in many
countries of the world, State personnel are solely responsi-
ble for protecting U.S. agricultural interests.

The training offered should not be desigrad to make
them agricultural specialists, but should, at a wminimum,
make them aware of Agriculture's needs and of ways to meet
them.

Recommendations

we recommend that the Secretary of Agriculture, in
rooperation with the Department of State:

--tstablish procedures to provide needed training to
Foreign Service Officers responsible for monitoring
agricultural matters including guidance on the type
and nature of information useful to Agriculture,

PEOPLE'S PEYUBLIC OF CH1NA

The emergence of the People's Republic of China as a
market for agricultural comrocdities has implications not
enly for the United States but for the world. 1Its popula-
tion and recent purchaz2s of agricultural cormodities in-
dicate the enormous impact the country could have on the
world agricultural supply-demand situation. It also high-
lights the need for good intelligence on its buying in-
tentions.

The United States and the People's Republic resumed

trade in 1971, and, by fiscal year 1973, U.S. exports to
that country reached about $220 million, of which $207
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million, or 94 percent, were agricultural commodities.
Cotton {$77 million), corn (564 million}, and wheat ($38
million) were the principal exports. It is estimated that
the People's Republic's purchases of U.S. farm products will
exceed $1 billion in fiscal year 1974. The country began
importing wheat in large Quantities in 1960, and Canada and
Australia have been the principal suppliers. In 1973, how-
ever, the United States participated in that trade, and
Agriculture estimated that in fiscal year 1974 the country
would import 6.5 million tons of wheat, about 4 million
tons from the United States.

Information gathering

Two agricultural officers are assigned to the U.S. Con-
sulate in Hong Kong, with the senior officer responsible
for monitoring agricultural activities, For information
he depends mainly on newspapers and radic broadcasts, re-
ports submitted by an economic officer assigned to the U.S.
Liaison Office in Peking, publications of the Foreign Broad-
cast Information Service in the United States, the Hong Kong
Weather Observatory, and the debriefing of visitors to the
reople's Republic. The officer submits biweekly reports on

the information obtained to Agriculture, —

The two agricultural officers are qualified in the
major Chinese dialect and are considered specialists in
Peopla‘'s Republiic of China agricultural matters. Despite
this, requests for visits to the People's Republic have been
denied, first by the Department of State and then by the
country.

In a letter to FAS, the officer indicated that much of
his time was spent with visitors inquiring about the coun-
try. He felt that his inability to visit the country ad-
versely affected his credibility with the U.S. trades since
he is only able to relate hearsay information. He advised
us that he was having difficulty reconciling optimistic
crop reports claiming near self-sufficiency with the fact
that the country was currently importing, and had contracted
for future imports of, large quantities of wheat and cereal
grains.
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Agriculture's lack of information is indicated in its
Fall 1973 publication.

"There is no clear explanation for the recent rise

in China's agricultural imports. Not much has been
p-blished on the Chinese economy in the past 15 years,
and few foreign visitors have been able to observe
operations cf either the state trading corporations,
the food procurement and rationing system, or agricul-
tural production. Given the imperfect state of
know.ledge, it is possible only to define important
factors atfecting the trade increases.”

In July 1973 tne agricultural officer in Hong Kong
noted that:

"E£fforts have been devotad mainly to meticulous
scrutiny of a large volume of printed materials,
radio broadcasts, refugee reports, and debrief-
ing westerners permitted to visit China in order
to at least get a 'feel' for the agricultural
situntion. From these materials we were able to
form a broad picture of azriculturzl deveicpment
* % - but detziled ai tysisz ~f the diffcrent
~cmrodities is not péssible.”

The Department of State and Agriculture are currently
discussirg the assignment of an attache to the U.S. Liaison
Office in Peking. Such an assignment would grobably al-
leviate some of the prolbliems noted.

Conclusions

Despite the fact that agricultural products consti:ute
70 percent of total U.S. exports to the People' . Republic of
China, the officers assigned to monitor deve!op.ents there
iave been unable to prov.de first-hand observations of the
: ituation. This has adversely affected their credibility as
vell as Agriculture's ability to better estimate wocldwide
egricultural supply and demand,

In view of the State-Agrviculture discyussions concerning
assignment of an attache to Peking, we are making no re-
commendations at this time.
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Agency comments and our evaluation

Agriculture concurred in our view that emergance of the
People's Republic of China had great implications not only
for the Unitred States but for the world and highlignted the
need for good intelligence con that country's buying in-
tentions., Agriculture believed, however, that the basic
conclusion that the attache could not monitor happenings in
the People's Republic first-hand should be followed by a
strong recommendation to assign an agricultural attache %o
Peking.

Acriculture told us that the agricultural officer in
Hony Kong obtained a visa and made a 3-week trip to the
People's Republic in December 1974. It said efforts would
continue tc get him into the country more often until the
way was clear for assigning an agricultural attache to Peking.

The numker and type of professional U.S. perscnnel as-
signed to the U.S. Liaison office in Peking is a sensitive
foreign pelicy matter being handled by the Department of
State. Although we did conclude that tha absence of first-
hand observations of the agricultural situation in the
People's Republic adversely afiected Agriculture, w2 do not
possess requisite ir.format.-n on the political impiications
of the situation to recommend that an attache be assigned
there. Agriculture is, however, discussing the prcblem
with State, and the ultimate decision will no doubt be based
on a consideration of all relevant information,
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APPENDIX 1 APPENDIX I

CEPARTMEN T OF AGRICULTURE
CEE L0 SF Y E SECRLTARY
WASHINGTLN D C 20250

5'. .‘}‘
hriy >

Mr. J. K. Fasick, Director

Internaticnal Division -

United states Generrld Detete: yo 1074
Accounti & VITice

wWashington, D. C. 2053

Dear Mr. Fasick:

This transmits cur reply to your dratt report "The Agricultural Attache--
U. S. Agriculture's Overseas Represeatative.

The U. 5. Department of Agriculiure--and the FAS Attache Service--have
achieved an exceptional record in weeting current and urgent changing
econcmic needs. This record occasions particular pride in view of the
many- budgetary and mansgement problems that have had to he overcome, We
appreciate GAC's recognition of this in the review of our overall mission
achievepent,

We are, of course, intereste’ in further improving FAS operations, and it
ig essential that we do so 'n view of the increas.uy complexity of owr
worldwide resrensibilities, We accept the GAO audit as a genuine effort
to sesist in the rocess.

The report containg a number of worthwhile recommendations, some of which
have already been implemented, FAS has every intention of implemeuting
those additfonal recommendstions in the report which are sound and mean-
irgful. Particularly welcome are those recomzendations supporting
longstanding FAS objectives which have not been achieved due to persornel,
budgetary, and cther limitation, On the other hand, I want to emphasize
that there are meny opinions, conclusions and recozmendations in the
report with which ve strongly disagree, Qur views are set out ia con-
siderable detail in the attachment which contains (1} a swmmary response,
end {¢) individual responges to the specific reccmendations in each
chapter., ¥e believe we have provided compelling snalyses and inter-
pretation of economic, political and management factors that werrant your
serious consideration--and sodification of the report before it is

. published.

To insure balsnce and reporting integrity, we strongly urge that the
entire responge be included in your report and that the FAS chapter
responses and commentary be properly positioned at the end of the rele-
vant text of the published report.

Sincerely, GAO note: This is a summaty of Agriculture

- ) 3 comments. Detailed comments were
- \f_ L A - - 1ncorporated at the end of each
C \v N o t—\ chapter, where appropriace.

CLAYFPON opiaikb !
REST DOCUMENT AVAILABLE
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“ - AP SN - . S D N . M : ol X
Loy ANCYe JTCI el oov e T W ey l‘: ) fuliveda.aticd, Chineres
-1 ~ .y . -~ X sy e 2 PN 3
soomXiret, o ocriculioval croTelsiunals athtilneld ir LonT iend.

7. Accepted wns::wn-:;¢;'; for the erovors remortirg system reguived by
the Sgoricaltune ~nd Corsimer Froteltion -2t of and adadrnistersd
until new by the St?ti:l't&l Repcrting Service.

8. Provided assistznce *9 Congrescionnl committews involved 1o develoning
the Trude leforr et wnd rticirated in prerarations for che “lti-
literdd frace licrotiitions under GATT and the werld Food Contference
syonsored by the United liitions,

These uri some of the reswonses initisnted by FAS as 2 result of world devalop-
nents ¢f the z.st thrce veurs, These ceticns huve had te occur within the
fremeworrs of lini-od bu.t:ts, reduced emnloy:e ceilings, ong the constunt
pressure ¢f restrictive avernre-wrode objiectives. It kas not always been
pcesible to exp.nd FAS revresenciticon waecre needed cbroid, FAS has been forced
to conceatrate on ceriaia posts wnere tiic reeas were ;re.test, and in sode
cases even thesc coula ot be stuffed for reasons o7 policy cr resourse avails
ubility.

Nevertheless, F.0 -- and the Attuche Service -- have nchieved zn exceptional
record in meetirng todavts urrent and chzn-ing needs, Thls recerd occasions
poerticuloy pride in viewv of the many budsetllry wiid nanugement problens tist
hed to be overcone.

We are, of cource. interested in further imrrovirs FAS operations, and 3% is -
of courze eizzent.ul thit we ad s0 in viev of the ircreasing commlexity of

our werldwide responsitilities. ‘e accent the G/O wudit os 2 genuine ciyors
to assist in that process, P73 officers in W.chinecton ond broad appreciate

the effort that G/0 staff have invested in the sudit and its recommendaiicns.
»

The report contains a rumber of worthwhile recommendation ns, scre of which have
already teen irmlerented «s 7 result of the G20 study. Tarticuleriy welsome
are those recimrend-tions surmorting 3 objectives which have not teen
“achieved due to rersonrel, bULxctary, «na other liuitaticns. On the other
hand, there ore o runoor of resormendotions that 878§ stronsly orrores, it
would seenr that the suiy ny aoove a:Lgﬁ*‘n; 130 much in ivs wide-ransing
review of F: 5 arjeniz.tion staff :nd anctions., It is not, as the title
implies, simnly o review of tne -tteche Jervice, It is, in fact, & comers o
on almost £ll w=spec.s of tae Foreisn Saricultural lervice, including some tha
could not te adecuntely siudied it the time devoted. P

A few overall observatiors mimat Ee rmide with resmecet to the report's mejor
reccrmaendations in the thr¢e 55 Nncticntl areas wnica wre conmented on in
detall, namely Attaciie ororations, aariel develomment and information gaihere
ing and reporting.

First, with respect to Attache omerations, we arpreciite Lthe recognition given
by G:O to the job beine morforred by this nishly tr.ined corps of foreicn
agricultizrcl experts, Jae thrust of reec candatiors ralctines o the A*tacha
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~> hosacsiontive erd i1 rlonee, We reccornize that wushinguon

30 Lticn wnd vlannine of field usviviitcn oiftt be berter coormiinatea. ldeally.
Zf:.cl;j:.c:.z of i O3 pravwram ol nrias ovsten has oeen delurred, vat work

wiil be continucd T2 imnlooont sudn 2 gysiem,  AS for sraining of Jitvelhes,

it is . : iz that a.\. Lonlning vrogPLnl cun be exmiaded.  lMore troiniag,
novever, wuld regquire adivional resources wnich FaS has not teen zble o
:‘i\'crt fr¢z other "-oa.s. s2ra.Ts it showdd be nuce pore clear that substoniial

cielized trdring of litiones is net reauired LYecauie the catlre W3 varg

cx'e*ie*% is tut triinine ground of our field stulf., In geasral, thererove,
th> need is Jcr briefings, ind this is what we ure providing to outyoing
Attaches, This 1s not the case with lanmuage trainins, we mist worl hard =nd
are doing so t¢ riise lunguoee stonderds ana vertoraarnce. The G0 review, ve
tzre onlewsed to note, rentions the steps being taken to izprove our langucge
progrom,

Acc*d"", GQ's nb.;erv:stions and recomnendaticns on FAS murket development
zCnivisies conter wrouwrd 2 woparent convietion that certain basie proarem
prioritiez nuve not buen ::odlned urficiently .o ligat of rececnt world da-
velytmenis,  we could nct d:s"greﬁ more airanfly.  Tag suscess story of Y.S.
farp erports is real,  Such shipmonts heve contributed sinmificintly to the
hiss serrormanee of Jnerican :.”*uul ture ard the reswlting {228 Tt our
citiz .ho ot cheaply compired with mest other peomleld —hircusnoud the world,
75 iz orouad to huve rioyed © role in boosiing iz exvoris to current levels.
Tne report aciycowledges the necessity fer = hizh level of tolul U,.8. excor:s,
but then rroceeds to irndircotly recormend that the relatively low-budger FaS
merrct develcrment activities for basle commodity expuris te sharoly curtailed.
U.S. exnerts of these coc;:nxnues conprise nearly four Iifths of total amerie-

cun furm shipnents ubroud,

F- 3 mirket develcnzent ccotivities are jointly funded by agricultural producers
thoemselves and the loss of ULS. government particiration would assuredly resuit
in large cuitbacks in these vprorrums, Other factors are involved: Nuriets
lost cre rot repidly recovered, and there exists a strons competition for
world mariets, All windate agninst wny precipitote resh:ping of FAS market
developuent oriorities,

}1}1____, F. 3 informaiion gotherding ond revortirg are considered In the GAD
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‘;«qi N g DEPARTMENT OF STATE
3 L Y

Ly

September 27, 1974

Mro J. N. Fasick

Directer

International Division

U.3. General Accounting Office
Washington, D. C. 20548

Dear Mr, Fas.cok: -

The Secretary hes requested that I reply to your
letter of August 16, 1974, which transmitted a
draft copy of tae General Accounting Office
revort entitled "The Agricultural Attache--U.S.
Agriculture's Overseas Representative",

The Jdraft was reviewed in the Cffice of Economic
and Business Affsirs, U. S. Department of State,
and the Department's comments are encloged. Ve

appreciate having had the opp-r unircy to review

and comiaent upon the draft re-nr:,

Sincerely yours,

2, " ,‘
.- 4 // *
/ - Ay
AL A (ﬁ e

.-y Richard W. Murray
[ Deputy Assistant Secretary
tor Budget and Finance

Enclosure
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APPENDIX II

APPENDIX

DEPARTMENT OF STATE

Sare gt 2 D XN

SEF 25 1974

Department of State Comments on
"The Agricultural Attache--

U.S. Agriculture's Overseas Representative®

Comments on Chapter 2

Trade opportunities, location of principals and
agents, responses to requests for information, and
assistance to visitors on agricultural matters are all
generally well handled by the commercial seciions of our
Embassies in coordination with agricultural attaches.
Attempts at market development are at best difficult to
evaluate in terms of dollars and cents, so more emphasis
in this area must be accompanied by well thought out
goals and market development guidance. FAS development
of individual ccuntry or regional strategies and plans
should be simultaneous to and integrated with the
State/Commerce Commercial Program.

Comrments on Recommendations in Chapter 3

The U.S. Ambassador has overall responsibility for
direction of USG activities in the country to which he
is appointed. Re-location of Attaches away from Embassies
would appear beneficial in some cases; however, if re-
located, such relocation should be to U.S. Consulates
wherever possible in order to maintain the close coor-
dination heretofor enjoyed between Agriculture, State and
Commerce representatives overseas. The physical removal
of Agriculture personnel outside either Embassies or
Consulates couid make the task of overall program direction
assigned to the Ambassador more difficult,

Comments on Reccommendations in Chapter 5
All recommendations appear appropriate.

Ggomments on Chapters 1, 4 and 6

No comments on these sections.
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attached (re comaents furnished by POR/WE.  No
crher pvision of ORF, EUK or EA hed comnments on the
report.

54
Jupius L. Katz

Ddputy Assistant Secretary
for Economic and Business Affairs

Attachment:
As stated
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Gepronmber 1g, luryg

MEMORANDUM
To : EB/ORF, ICD - Mr. John J, Iiger.-oll
From : EUR/WE ~ Richard D. Vine y, -

Supject: Comments on GAQ Draft Report on"The
Agricultural Attache"”

I have little to contribute tc¢ the Department's
comments on this draft; our interest has been concen=
trated on the development of country commercial proqrams
to provide a vehicle {or: a) the establishment ot con-
crete and measurable goals; b) the establishment of
policy priorities; and c} the rigorous control of
resources employed. While these have initially concen-
trated on areas encompassed by the Depart.anent of Commerce,
we have thrcoughout made clear that we intend to incorporate
the work of Agricultural Attaches into these pregrams ia
coming years. This point deserves more attention or
emphasis 1n the text, because we view 1t as a means ot
achieving the desiderata expressed by the GAU.

On a differen: level, the report throughout treats
an Agricultural Attache solelv as an agent of the
vepartment. ¢f Agriculture overseas, nowhere a part of
an Embassy or seemingly responsive to an Ambassador's
direction, Th:s kind of flies 1in the face of certain
Zxecutive Orders and certainly should not be an accepted
organizational arrangement upon which EB can lock with
eguanimity,
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APPENDIX III APPENDIX IIIX

STAFFING BY COUNTRY AND REGICN

U.S. Foreign
Countxz citizens nationals
EUROFE:

Austria - 2
Beigium 9 3
Denmark 1 3
France 6 3
Germany 4 8
Ireland 1 2
Italy 5 7
Netherla .ds 4 5
Poland 2 1l
Portugal 1 2
Soviet Union 5 -
Spain 2 4
Sweden 1l 3
Switzerland 3 2
United Kingdom 7 5
Yugoslavia _2 3

53 53

WESTERN HEMISPHERE:

srgentina 3 2
Brazil 5 5
Canada 2 3
Chile 1 3
Colomtia 2 3
Costa Rica 1 2
Dominican Republic 2 1
Ecuador 1l 2
El Salvador 1 2
Guatamala 1 2
Mexico 4 3
Peru 1 T3
Trinidad 1 2
Uruguay - 1
Venezuela 3 2

28 36
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APPENDIX IIX APPENDIX III

STAFFING BY COUNTRY AND REGION (continued)

U.Ss. Foreign
Country citizens natiocnals
FAR EAST:
hustralia 1 3
Hong Kong 3 1
Indonesia 2 1
Japan 6 11
Korea 2 1
Malaysia 2 2
New Zealand 1 1l
Philippines 2 3
Taiwan 2 1l
Thailand 1 _3
_22 _27
NEAR EAST:
Greece 1 3
India 5 8
Iran 1 2
Israel 1 2
Lebanon 2 1l
Pakistan 1 2
Turkey 1 )
2 21
AFRICA:
Zaire 1 2
Kenya 1 2
Liberia 3 -
Morocco 3 1
Nigeria 2 1
South Africa 1 __2
A _8
Total 126 145

Source: FAS Report on the Agricultural Attaches, Their Pre-
sent and Future Role in an Expanding World Agri-
cultural Trade System. Mar. 14, 1973
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APPENDIX 1V

PRINCIPAL OFFICIALS OF

THE DEPARTMENT OF AGRICULTURE

RESPONSIBLE FOR ADMINISTRATION OF

ACTIVITIES DISCUSSED IN THIS REPORT

SECRETARY OF AGRICULTUR™:

Earl L. Butz
Clifford M. Hardin

APPENDIX IV

Tenura of Office

From

Dec.
Jan.

ASSISTANT SECRETARY FOR INTERNA-

TIONAL AFFAIRS AND COMMODITY

PROGRAMS ¢

Clayton Yeutter

Carcroll G.

Brunthaver

Clarence D. Palmby

David L. Hume
Raymond A, Iocanss

Mar.
June
Jan.

ADMINISTRATOR, FOREIGN AGRICUL-
TURAL SERVICE:

Aug.,
Apr,

1971
1969

1974
1972
1969

1973
1962

To

Present
Nov.-1971

Present
Feb. 1974
June 1972

Present
Aug. 1973
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