INTERNATIONAL TRADE

Timdine of Events

. After WWII, voters in countries who had gone hungry during the war vowed “ never

again”. This self-sufficiency attitude has shaped agricultural trade in this century.

WWII to 1973: little dependence on trade, the US basically ignored the world economy

1947: GATT signed

1953: waiver to keep agricultural out of GATT negotiations

1957: beginnings of EU with West Germany, France, Italy, the Netherlands, Belgium, and

Luxembourg joining together as atrading block under the Treaty of Rome. Today the EU

isone of the most influential trading blocs in the world.

. 1960's: start of integrated global capital market and great global interdependence between
countries resulting in closely linked economies. Capita flows drive foreign exchange
markets, which play amajor role in trade flows.

. Kennedy Round of GATT, 1962-66, first time GATT serioudy attempted liberalization of
agricultural commodity trade, but primarily focused on grains. Did result in some tariff
reductions on farm products and individual agreements between countries

1970's

. Early 1970's: major trade shifts (ex: Japan and Soviet Union go from exporters to major
importers), sharp risesin real prices of food commodities, and a decline in world food
output, together with first il crisis resulted in near panic in policy makers and an attempt
to isolate economies, much of panic dealt with grains, but animal products were affected
by genera policy changes and trade

. Later part of 70’s saw good growth of exports

. Overadll, the 70’ s saw worldwide increased demand for agricultural products due to
improving economies and increasing incomes. The resulting export-supply response led to
greatly increased world trade of agricultural products. World agricultural trade expanded
41% in volume. US agricultural export sales increased at an annual rate of over 20%.

1980's

. mid-1980's: non-tariff barriers were pervasive with record levels of trade distorting
governmental support in place

. 1986: world agricultural prices on downward trend, reaching lowest point for many years;
US agricultura exports fell dramatically

. 1986 - start of Uruguay Round of GATT: brought agriculture into GATT; removed

guotas; established reduction on tariffs; limited export subsidies; over time, decrease
domestic subsidies that distort trade

. 1989: Canada/US Free Trade Agreement (CFTA), precursor to NAFTA

. 1989: APEC established to promote greater economic and trade cooperation in Pacific
Rim countries (US is a member)

1990's
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1990: US agricultural exports just under $40 billion

1994: Final Act of GATT Uruguay Round signed. Establishment of World Trade
Organization (WTO)

1994: NAFTA became effective

1996: US agricultural goods largest US export; sales of $60 billion

1997: about 1 million jobs (on and off the farm in rural and urban America) are supported
by agricultural exports

1997: 1 of 3farm acresin USis dedicated to exports

Trends

There is an increasing tendency for countries to come together into geographic groupings
to form trade agreements, resulting in increasing trade liberalization. This haslead to a
consumer market that responds more to economic signals than to political decisions.!
Trade agreements provide rules for trade and the availability of an impartial panel of
experts to establish the facts in dispute and judge the merits of arguments made. They
don’t ensure that governments won't act in their own self-interest.

The director general of WTO has stated plans to seek maximum farm trade liberalization
in the next round of WTO negotiations, which start in 1999.

Increasing market globalization. Technology is alowing markets to be more and more
global and integrated through advances such as techniques to increase shelf life of meat,
which allows fresh mest to be shipped further, as well as technologies resulting in instant
information flow. Example of how integrated the world markets already are: when US and
Canada raised import restrictions to protect their markets from Australian and New
Zedand beef, those suppliers diverted exports to the Japanese market. Thisin turn kept
Japanese beef prices lower, reducing US market share in Japan.?

Thereis an increasing trend towards multinational corporations in food manufacturing,
processing, and retailing. Thisincludes joint ventures between companies and contract
growing arrangements.

Trade in processed foods accounts for about 2/3 of international trade in the food and
agriculture sector. It has exceeded the value of trade in unprocessed or bulk agriculture
commodities since 1991, and is expanding more rapidly. Over the past 25 years, the value
of total world trade in processed foods has increased at an average annual rate of about
10.5%.?

An important change in global agricultura trade in the last decade or so has been a shift
from bulk commodities (grains, cotton, oilseeds, leaf tobacco, raw sugar) to non bulk
commodities (animal products, fresh and prepared horticultural products, intermediate
products such as vegetable oil and protein meal).*

Traded beef remains arelatively small portion of global consumption, but is growingin
importance.®

In developing regions such as Latin America, North Africa, the Middle East, and much of
Asia (including China, Taiwan, and South Korea), rising incomes are leading to rising
meat demand.! This increase in demand may initially be met by imports, but over time,

Yncome growth and dietary change: National per capitaincome has to reach levels of approximately
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import demand slows as domestic production catches up with demand.®

. Key growth areas for world agricultural trade are East Asiaand Latin America. However,
the FY 1998 forecast for Asiareflects slower export growth due to the current financial
crisisin several Asian countries.’®

. The breakdown of state managed economies and central control of agriculture is resulting
in increased privatization of the agriculture sector in these countries.
. Increasingly, consumers are demanding that food products be produced in an

environmentally sound manner, both domestically and abroad.*

Country: United States (US)

. US farmers and ranchers are twice as reliant on foreign trade as the US economy as a
whole

. Total US agricultural trade increased 50% between 1990-1996, much of the increase was
in high-value exports such as meats.” (Graph 1)

. Agricultural exports were up 31% in FY 1995 compared to 1990. 60% of the increasein
US agricultura exports from 1990 to 1996 was due to rising high-value exports such as
beef, poultry meat, and a wide range of horticultural products.®

. Animal and product imports are forecast to reach $6.9 billion in FY 1998°
. The USisanet meat exporter
. Since the mid 1980’ s, bulk commodity exports have been a declining share of US

agricultural trade. In FY 1991, high value product2 (HV P) exports exceeded bulk exports
when they reached a record $20.4 billion. Prior to this and since at least the mid 19th
century, only during WWI and WWI1 were US bulk exports less than 50% of agricultural
exports.®

. Increases seen in the mid 80'sin US meat exports were due to: 1) depreciation of the US
dollar making US products relatively cheaper; 2) technologies developed allowing
shipment of chilled rather than frozen meat (consumers prefer chilled meat because of its
higher quality); 3) reduced trade restrictions in Pacific Rim countries; 4) increasing
incomes in other countries resulting in increased meat consumption; and 5) US poultry and

$500-$1000 before you start seeing a slowing in the demand for staples such as food grains or tubers, and replace
them with meat and animal products. Factors which can affect this include income distribution, dietary customs,
local production costs, and marketing infrastructure. Typically poultry meat and egg demand shows the fastest
initial growth due to relatively widespread acceptance and low costs. Examples of countries currently at this stage
are China, Egypt, Indonesia, Pakistan, and the Philippines. When per capitaincome reaches roughly
$1000-$10,000, demand for food staples is generally declining and demand for livestock products isincreasing. At
thisincome level, the take off point for import demand for protein has been reached. Usually meat production is
local, however, if conditions do not exist for efficient local meat production, it may be imported. Examples of
countries currently at this stage are North Africa, SE Asia, Central Europe, and Central and South America.
Countries with annual per capitaincome greater than $10,000 have the highest levels of agricultural import
demand but with the slowest growth of import demand. Demand is stable and is for higher quality agricultural
goods. Examples of countries currently at this stage are the US, Australia, Canada, the EU, and Japan. (CAD:ERYS)
2A HVP has been processed (such as flour), receives specialized handling (such as fresh fruit and
vegetables), or meets specific needs through higher than average quality or preserved identity in a niche market
(such as animal and plant breeding stock). Basically, a HVP is other than raw grains, oilseeds, cotton, and
tobacco.® Processing at packing plants give meat and an byproducts HVP status.
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pork processors increasingly successful in identifying international market segments which
are complementary to the US market.™

US gains from the Uruguay Round of GATT in livestock trade are from reduced EU
subsidized exports and new accessin Asia.™

Rising incomes in developing countries support US export expansion, especialy in meats
and value-added food products.

In the past 10 years, most of the growth in US exports of non bulk commodities has
primarily been in East Asia, Canada, and Mexico.*

The value of US food exportsisrising 10% each year, nearly 3 times the rate of domestic
food sales. 1n 1993, US processed food exports were $24.4 billion while bulk commaodity
exports were $18.8 billion.

One of the toughest issues US trade officials face is the growing, hand-to-hand combat
over food production, processing and import standards. Technical issues, not traditional
protectionist barriers, are dominating agricultural trade talks around the world.*®

Greater than %2 million nonfarm jobs handle and process agricultural products for export.*

Canada

In 1995, total agri-food trade between the US and Canada was over 16 billion Canadian
dollars, more than doubling since 1989. It isin rough balance between the two countries.
The USis Canada's largest agri-food market with over 50% of Canadian exports going to
the US.

Canadaisthe US s 3rd largest export market with about 12% of US agri-food exports
going to Canada.

Since implementation of CFTA/NAFTA, agricultura trade between the US and Canada
has increased more rapidly then the rate at which US trade with the world increased.
CFTA/NAFTA has added an estimated $1.4 billion to US agricultural exports to Canada,
which was an estimated 25% of US agricultural exports to Canadain 1995.
CFTA/NAFTA has added an estimated $1.9 billion to Canadian agricultural exports to the
us.®

The major beneficiaries of CFTA/NAFTA are Canadian consumers and US producers with
the net welfare gain to both countries being positive. All together, consumers benefit by
nearly $1 billion per year in each country.®

There have been notable increases in US exports to Canadain “other meat”, which
excludes poultry, and with poultry. US imports of meat products from Canada has also
significantly expanded.”® Live animals and red meats are 2 of the 3 major imports from
Canada.

Canada has a strong comparative advantage over the USin live animal trade®
CFTA/NAFTA has encouraged a large expansion of bilateral trade in manufactured food
products.’

Mexico
The USisMexico's largest trading partner
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. Mexico’'s imports of meat and meat products grew at an annual rate of 35% since reforms
in the early 1980’s.

. Under NAFTA, US exports to Mexico have increased over what they would have been
without NAFTA. Mexican exports to the US have not.*

South America

. Regional economic integration in the Americasis back on the political agendafor the
hemisphere, however, until the business community is totally committed to and plans for
intra-:Americatrade, it will lag behind trade with other regions of the world.*®

. Currently under way are partial liberalizations of import regimes for agricultural products
in many South and Central American countries.™®

. Latin American countries seem to be stabilizing their economies, resulting in increasing
sales.

. Increasing trends in Latin American countries towards supermarkets and fast-food outlets

is creating a demand for consistent volume and quality, which the US can meet.”’

Former Soviet Union Countries (FSU)

. Pre-reforms, consumption of livestock products were keep artificially high due to price
controls. In moving to a more free market system, livestock production has been slow to
recover. The results have been high costs of meat production leading to higher priced
meat in the markets, in turn resulting in decreased consumption of livestock products.®

. The high domestic price of meat does result in continued demand for imports of lower
cost meat. Meat imports have increased about 5 times their 1992 level.

Asia

. Nearly 43% of world agricultural exports go to Pacific Rim countries

. APEC countries accounted for 63% of US agricultural exports ($37.6 billion) in 1996,
with over half of these exports being processed or consumer-ready products. These
exports support over half amillion US farm and non-farm jobs.

. Western Pacific countries are the worlds largest net importing region of agricultural
products, primarily due to Japan, South Korea, Taiwan, and Hong Kong.*

. Food safety of US meat isamagjor issue in much of Asia Pacific

. Customers and consumers in China, Hong Kong, and Maaysia associate “Made in the
USA” with an assurance of high quality in food products.*®

. Several current issues are having a negative impact on animal agriculture production in

China. Theseissues are: 1) water is being diverted away from agricultural use for other
industrial and urban uses, leading to shortages for croplands, and thus to decreased animal
production; 2) the internal infrastructure needed by agriculture is extremely weak; and 3)
transmission of technology and information does not reach the farmers.*#*

Product: Beef
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About 10% of UStotal beef output was exported in 1997. In FY 1996, US fresh, frozen
and chilled red meat exports were $4.3 billion. US beef export value is projected to be up
in FY 1998 primarily due to higher prices rather than greater volume.® (Graph 4, 5)

The USisthe dominant supplier of beef to Canada and the US is Canada’ s major beef
export market. Total US red meat imports are forecast to rise in FY 1998, reaching 1.2
million tons ($2.8 billion). Argentinawill likely fill its 20,000 ton US beef quota for 1998.°
In 1996, US beef and veal exports to Mexico jumped nearly 80%. US cattle exports to
Mexico are likely to show a strong gain in FY 1998.°

Primary US competition in world beef trade will be from Australia, New Zeaand, and
emerging South American exporters.® (Graph 2)

Main growth markets for beef are Japan, South Korea, and Mexico. Graph 3. In 1990, US
exported $1.6 billion beef to East Asia. In 1995, the US exported $1.7 billion to Japan
alone, however a slow down in the growth of the US beef export market to Japan is
expected in FY1998.° US beef exports to South Korea more than doubled from 1990 to
1996. (Graph 6, 7)

Poultry

(Graph 8, 9)

In 1996, US broiler meat exports were more than 17% of total US production. Exports of
US poultry meat in 1996 reached nearly $2.5 billion and are expected to reach $2.55
billion in FY 1998 due to rising sales to Hong Kong and Russia.®

Over haf of FSU meat imports are poultry meat, primarily from the US. 43% of 1996 US
broiler exports went to the FSU.*° In 1996, the FSU accounted for $1 billion in US poultry
meat sales.

The US market share of broilersin Japan fell in 1996 due to growing competition from
China*®

Mexico has become an important market for US poultry.

US table egg exports to Hong Kong are expected to increase in FY 1998.°

Pork

6 largest pork exporters (US, Canada, China, EU, Central and Eastern Europe, and
Taiwan) account for greater than 95% of world pork exports.® (Graph 10)

In 1997, 6% of US pork was exported, up 2% from 1990.

US pork export value is expected in increase in FY 1998 with higher volumes more then
offsetting lower prices.® (Graph 12, 13)

(Graph 14, 15)

Currently, most of Canada’s pork imports are from the US.®

The US captured more than 90% of the pork import market in Canada and Mexico,
largely at the expense of European pork.

EU pork production has slowed due to higher costs associated with environmental
regulations and animal welfare measures.”

US pork exports to the EU increased 33% between 1994 and 1996.

There was an 8 fold increase in US exports of pork to Korea between 1992 and 1996.%°
Hong Kong currently imports greater than 95% of its pork consumption.

INTERNATIONAL TRADE 118



. Major Canadian pork export markets are the US and Japan.®
. (Graph 11)

Hides and Skins

. Korea, Japan and Italy accounted for greater than 50 % of world hide importsin 1996.

. The US dominates the world hide market. In 1996, US production of bovine hides and
skins was almost 1.2 million tons, which was approximately 30% of total world
production. US exports were 20 million whole hides valued at nearly $1.13 billion. The
US exports approximately 56% of its production of hides and skins, primarily in the form
of whole cattle hides.

. Koreaisthe largest purchaser of US whole cattle hides, buying about 40% of total US
exports.

. Italy buys about 60% of exported US calf and kid skins

. Brazil isthe US s largest competitor in the international market for bovine hides and skins.

. Dueto tight supplies, the value of US exports increased in the first half of 1997 while the

guantity exported did not increase. 1998 US export quantities are forecast to decrease
dightly due to continued tight supplies.

. Wet blues' 3 market share of hide and skin exports is growing due to the following
advantages: 1) they weigh less and are therefore cheaper to transport; 2) they are better
guality due to being tanned sooner after daughter, which reduces staleness; and 3) the
tanning process results in significant pollution issues, so buying wet blues puts the
pollution control issues in the exporting country. US exports of wet bluesis about 10%
(volume weight) of the total US export market for hides.”

Processed Foods

. The world market in processed foods is approaching 1 trillion dollars, with the US among
the world leaders in both imports and exports.®

. (Graph 16, 17, 18,19)

. Western Europe, North America, Japan, Australia, and New Zealand are the leading
importers of processed foods, accounting for 87% of the $160.8 billion worldwide
imports for 1987. The US s the leading importer at $23.3 billion. These same nations
accounted for 57% of the exports with the Netherlands, France, US, and West Germany
being the top exporting countries.®

. Worldwide, trade in meat products was the 2nd largest processed foods product category
at 18% of world trade in 1987.3

. Foreign direct investment (FDI) is the dominant form of international commerce as
compared to agricultural commodities where trade dominates and FDI is amost
nonexistent.?

. US exports of processed foods increased 97% between 1985 and 1991. Imports rose 26%
during same time period. The product category most responsible for this growth in
exports was meat products which went from an $114 million deficit in 1985 to $2 billion
surplusin 1991. The vast mgjority of this category for both imports and exportsis

3Wet blues are an intermediate product for tanneries which have already undergone basic tanning
operations. They have been rinsed with chrome solutions to avoid decomposition.
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meatpacking. 1n 1994, US exports in meat products were nearly $7 billion, which was
26.5% of the total value of all US food sector exports.® (Graph 20, 21, 22, 23)

. The net effect to producers from importation of processed foods and outbound FDI is
hard to quantify, but recent trends suggest that trade in processed foods is increasingly
beneficia to the US farm sector.?

Uncertainties For The Future

. More and more trade agreements are being made. Signals given by the recent success of
NAFTA and GATT negotiations indicate that the world is moving further down the open
trade path. But there are signals from some countries that the political cost of adjusting to
more open markets is forcing them to look for ways to limit their reforms.? Others have
said that the tendency for countries to come together into geographic groupings, forming
trade agreements, has the potential to undermine the larger and unwieldy GATT.?

. What would happen if we did have free trade? A study modeling agricultural trade
liberdization in all industrialized countries resulted in world market pricesincreasing
considerably for most products. For example, the study projected beef and diary product
prices to roughly double.®

. Trade is very tied to politics. The party in charge of a country can determine trade
policies, participation level in trading blocs and trade agreements, and levels of tariffs,
guotas and other trade inhibiting mechanisms on particular products. Example: after the
USSR invaded Afghanistan in 1979, the US implemented a 16 month embargo of
agricultural shipments to the USSR.

. In countries that have periodic changes of the ruling party, trade policies can change with
the ruling party, potentially resulting in significant impacts on the level of trade.

. The trend towards trade liberalization is dependent upon continual reinforcement and
advancement from the political systems around the world.

. Trade is directly related to exchange rates and exchange rates are related to the economic

situation within a country. Economic crises such as the one Mexico experienced in 1994
and the current Asian situation can dramatically affect trade levels. “ Exchange rates are
now the single most important variable in determining the economic environment for
agricultural trade.”®

. Many anaysts believe that the Pacific Rim growth will continue to surpass the growth of
other regions of the world, thus becoming even more economically important in the
future.

. It is estimated that annual growth in demand for livestock products (primarily mesat) in

ASEAN countries will be 7%.* The major beef suppliers for Japan are projected to
remain the US and Australia, with the US gaining in market share.®

. Reasons for this growth include: 1) continuing robust economic growth and rapid income
growth resulting in gains in purchasing power far exceeding those in other regions of the
world;® 2) trade reform; 3) limited agriculture land resources; and 4) westernization of
diets leading to increased meat consumption.?
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Factors growth are dependent upon include decentralized markets, export-oriented
policies and agricultural policy in general, high investment and savings rates, and political
and economic stability.

However, very recent forecasts for Asian markets are now mixed in the degree of growth
projected for the area due to the current economic situation in several countries. Most
analysts are currently projecting slowing, though continuing, short term growth in the
region, with recovery in the long term.

Uncertainties that could derail growth include economic instability, political instability and
war, the trend towards decreased savings and investments in Japan, and directing
agricultural policy towards a protectionist point of view.?%

To gain an increasing share of the expanding agriculture demand in Western Pacific
countries, the US will need to maintain and increase the recent shift from exporting
primarily bulk commodities to exporting primarily high-value goods.* In addition, US
producers will need to better meet Asian customer needs such as less external fat on meat
and packaging in smaller quantities.?’

Based on past performance in these markets, there is good probability for North American
exports to grow rapidly to meet this demand with agricultural trade flow from North
Americato Asiaremaining the largest in the world.**

At a 10% annual growth rate in the 1990's, Chinais the most rapidly growing economy in
the world, second only to Japan. On a purchasing power parity basis, it is the world's 2nd
largest economy and is currently the world’ s largest agriculture producer and consumer.

It currently runs the second largest agricultural trade deficit with US. While China has
potential for substantial growth in trade, in the past it has been a minor and sporadic
player in the world market. Two future scenarios for China are 1) self-sufficiency with
discouragement to trade, and 2) an evolving trade scenario.”? Some experts believe China
has decreasing potential as an agriculture exporter due to slowing growth of agricultural
production, increasing domestic demand, and less land available for agriculture due to
population pressures. Agricultural exports that are devel oped will be processed
high-valued products.>*? With China, relatively minor changes in assumptions regarding
future trading patterns can result in relatively large changes in trade projections due to the
size of the population.®

When will Chinajoin the WTO? When Chinajoins the WTO, the likely impact would be a
gain to US farmers and food processing firms. This is because China's labor-intensive
sectors, that have comparative advantages, would pull resources away from farming, thus
reducing China’s agricultural exports and increasing its imports.

There is no move by the central government in Chinato deal with severa current issues
which are having a negative impact on animal agriculture production. These issues are: 1)
water is being diverted away from agricultural use for other industrial and urban uses,
leading to shortages for croplands, and thus to decreased animal production; 2) the
internal infrastructure needed by agriculture is extremely weak; and 3) transmission of
technology and information does not reach the farmers.*#*°

FSU: The pace of reform and trade devel opments between Russiaand EU will affect the
trade status of FSU countries. Reform of domestic and export policy is needed so the
agriculture sector can meet the tough standards and demands of foreign markets. Faster

INTERNATIONAL TRADE 121



paced reform will result in increased income levels sooner, leading to demand for
high-valued food products, including meat. Slower paced reform will delay the import
potentia for high-valued products.? It is unknown whether these countries will, in the
long run, emerge as consumers (i.e. importers) or as competitors (i.e. exporters) in
agricultural trade.

. Asincome levelsrise in developing countries, demand for meat also rises. Whether these
countries become importers or exportersin animal agricultura products depends on if
domestic production meets domestic demand, or isless than or greater than domestic
production.

. Thereis considerable uncertainty over the next 15 years due to possibilities of EU
enlargement, Common Agricultura Policy (CAP) reform, and GATT agreements, leading
to 2 possible scenarios. 1) EU enlargement with effective CAP reform which is disciplined
by GATT. Thisresultsin a more market oriented situation with EU farm prices
significantly lower and nearer to world prices, resulting in a decrease in the EU’ s trade
surplus. This could cause a significant increase in world market prices, the extent of which
would depend on the size of the EU market relative to the world market. This scenario of
amore market oriented approach has the smallest chance of being adopted due to fear by
the Europeans that it would lead to an unacceptable reduction in farm incomes. One
study, however, determined this decrease in farm incomes to be less severe than most
policy makers believe, and the overall economic welfarein EU countries to be increased
by 0.2-0.7%.# This scenario would result in a good outlook for the US, and other
developed countries, to expand exports into markets currently filled by the EU.
Developing countries that are agricultural importers would lose in this scenario due to
increased world prices.* 2) EU enlargement with ineffective CAP reform would extend
current policies to more countries. Thiswould result in continued large surplusesin a
greater number of countries and expanding EU agriculture exports at the expense of US
exports.?

. Continued Mexican trade liberalization will provide opportunities for greater imports of
meats, amost entirely from the US.> However, as domestic production increases over
time, it may catch up with demand, resulting in a slowing of the rate of growth of meat
imports. Mexico is projected to run atrade deficit with the US beyond the year 2000.

. Already under way are reforms of import regimes for agricultural products in many South
and Central American countries with an overall effect of decreasing barriers to imports.®
These reforms are toward less government intervention and more liberalized, open
markets, resulting in more rapid economic growth and trade for the area. Sustained
reform could substantially increase trade of agricultural products with the US, and
Argentina and Brazil could continue to be highly competitive with the US in meats.
However, the future of these reformsis uncertain. Farm lobbies are beginning to realize
the implications of freer markets, including the negative impacts on local producers, and
may resist them.®® And if public perception is that the costs for these reforms are too great
and political pressure comes to bear, the reform process could slow or stop, resulting in
relatively low levels of agricultura trade growth.?

. If the food industry in Central and South America can develop the degree of product
differentiation, niche markets, and quality control as seen in US, European, and Japanese
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food systems, then expansion of US agricultural trade to these countriesislikely to
continue well into the next century.

. Outbreaks of known diseases, as well as newly emerged diseases, can affect a country’s
trade in animal products. BSE in the UK is an example of what the emergence of a new
disease can do to the consumption and trade of a product. Another example from recent
yearsisthe FMD outbreak in Taiwan which wiped out a major world exporter for one
commodity.

. The issue of food safety and how it affects trade has been said to be “the most vexing
issue in the fight for freer trade.”** How it will affect trade is unknown. Recent examples:
1) when 179 Michigan schoolchildren becameill last summer after eating tainted
strawberries from Mexico, parents and politicians blamed freer trade 2) When a panel of
judges ordered the EU to open its borders to hormone-treated US beef, outraged residents
said open markets had gone too far.™®

. As baby boomers age, domestic US consumer demand for beef will stagnate, resulting in
the US relying on younger, faster growing populations in countries with emerging
economies for alarger proportion of total beef demand. This makes the US beef market
more susceptible to exchange rate fluctuations, domestic policies of other countries, and
international trade policies.®

. Weather patterns can impact production, thus having an impact on a country’s export or
import levels. For example, severa years of draught in Australia have had a negative
impact on their export market in animal products.

. A group of ERS economic analysts were asked “What non-US events do you think will
have the most impact on US agricultural trade over the next 15 years?” Their answers
included population growth, new cost-reducting production and transportation
technology, environmenta problems, GATT, and political eventsin China, Europe, the
former Soviet Union, and Latin America®
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