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Fast-Track Authority ... State Trading Enterprises . . . the Cranberry
& Carrot Industries ... NIS & Baltic Countries as WTO Candidates

Ag Trade: Markets & Issues their agricultural production and market-

ing apply for membership in the WTO.

Fast-Track Authority: implications for
U.S. agriculture Increasing access to fo
eign markets is essential for a profitable
and growing agricultural sector. Produc-
tion is rising more rapidly than domestic
consumption, and the value of U.S. agri
cultural products sold to foreign markets
has grown three times as rapidly as
domestic sales. Comprehensively address
ing agricultural trade issues will require
multilateral and regional negotiations.
Fast-track authority would increase the
effectiveness, efficiency, and speed of
negotiations. A new fast-track authority
would focus on broad World Trade
Organization issues after the Uruguay
Round agreements, and also extend to
regional trade agreements.

Carrots & Cranberries:
Popularity Growing

Cranberry production responds to grow-
ing demand.Traditionally eaten only with
holiday turkeys, cranberries are now con-
sumed year round in the U.S., purchased
as fresh berries, sauce, juice, and dried
fruit. With growing demand and higher
prices, production has increased, and the
structure of the domestic industry has
begun to change with the entry of new
firms. Along with increased demand, envi-
ronmental constraints on U.S. growing
areas have propelled the search for new
production areas in nontraditional loca-
tions. U.S. cranberry average annual pro-
duction increased 88 percent from the
period 1975-79 to 1992-96. Increased
consumer demand, competition among

Markets expanding in Southeast Asia.
The economies of Southeast Asia have

been among the world’s fastest growing processors to acquire an adequate supply
during the 1990's, emerging as key mar- state Trading Enterprises: of cranberries, and low beginning stocks
kets for a wide range of U.S. agricultural Their Role As Importers produced record prices in 1996, despite
commodities. Imports from the U.S. near-record production.

reached a record of almost $3.3 billion in For many countries, the creation of a cen-

1996. Underlying the increase are new tral agency, or state trading enterprise  Carrots finding increased favor among
consumption patterns accompanying eco{STE), to handle domestic procurement U.S. consumersin the 1990’s, per capita
nomic growth and urbanization; climatic and to plan import needs is perceived as use of fresh-market carrots has averaged
and land resource constraints on the essential to the achievement of govern- 25 percent above the average of the
region’s agricultural sectors; expansion ofment policies such as assurance of abun-1980’s, while use for freezing is up 30
textile and leather product manufacturing;dant, low-cost food supplies and stable percent during the same period. Carrots
and import policy changes. Long-term  farm prices. Such import-oriented STE's are popular as snacks, side dishes, salad
agricultural import patterns in Southeast often have considerable power to control ingredients, juice mixtures, and dessert

Asia provide a wide range of opportuni- access to domestic markets. ingredients. Fresh-cut and peeled carrots
ties for U.S. exporters of products made have been credited as the primary driving
from temperate-climate crops such as ~ WTO member-countries committed in theforce in the growth of the carrot industry.

wheat, corn, soybeans, and apples. Uruguay Round to increase access for  Increased demand has boosted domestic

imported commodities and to reduce sup-production and imports in recent years.
NIS and Baltics as WTO candidateshe port for agricultural producers. However,
Baltic countries and 10 of the 12 Newly trading partners have expressed concern Multiple Jobholding
Independent States (NIS) of the former that lack of transparency in the operationsAmong Rural Workers
Soviet Union have begun the application of STE importers makes it difficult to
process to join the World Trade Organi- determine whether STE importers actuallyn 1996, 1.7 million rural workers in the
zation. Since these countries are high-cosestrict trade and the extent to which theyU.S. held two or more jobs, a rate of 7.1
producers of agricultural goods, particu- subsidize domestic agricultural producerspercent compared with 6.2 percent of
larly livestock and other high-value prod- STE’s in Indonesia, Japan, South Korea, urban workers. About one in five rural
ucts, U.S. agriculture could benefit from and Mexico—all countries whose govern-workers employed in farming, forestry,
their accession through increased exportgnents control imports of important staple and fishing held more than one job, and
Before accession, several problematic  commodities—are among the largest among all rural workers who held more
issues must be addressed—e.g., state tragihterprises that can be classed as STE than one job, the largest percentage of

ing activities, food safety and product importers_. State_trading practices will second jobs was in farming, forestry, and
standards, and the level of domestic sup-become increasingly important as coun- fishing occupations (19 percent). About
port to the farm sector. tries with centrally planned economies or 37 percent of rural moonlighters were

countries in the process of privatizing self-employed in their second jobs, with
the largest share in service industries.
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Field Crops

Overview: Major
U.S. Field Crops

Weather conditions have been mixed thi
year for the major U.S. field crops as
harvests near completion. A record crop

is forecast for soybeans in 1997, and the

third-highest output on record is expecte
for corn. U.S. wheat production is fore-
cast to be the highest in 7 years—the
Hard Red Winter production region has
recovered dramatically from the 1995-96
drought, rebounding from low yields of
the past 2 years and producing a record
crop in Kansas. Rice production is also
forecast to be higher in 1997, on the
strength of a 13-percent jump in planted
acreage.

With good harvests expected, season-
average prices for wheat and soybeans
are expected to drop significantly from
last year. However, corn and rice prices
are forecast to remain relatively firm in
1997/98 due to strong domestic and
export demand.

Cotton production is forecast to be lowe
in 1997, as some acreage was diverted
soybeans, but output would still be the
fourth largest on record.

U.S. farmers are forecast to harvest a
record soybean crop in 199With pro-
duction up 14 percent from last year.
Extremely high soybean prices during th
spring months triggered a 10-percent
increase in seedings, resulting in the
largest planted area of soybeans since
1982 and the third highest on record. In
addition, timely rains during August in
several midwestern states improved
potential yields and helped to speed crg
development.

Total soybean use is forecast up for
1997/98, as crushings are driven higher
near-record domestic use and exports g
soybean meal. In addition, soybean
exports are forecast record high in
1997/98 with a rapid pace of sales to
China, the European Union, and Brazil.
But with the largest U.S. soybean harve
in history and abundant international su

farm price is forecast down sharply to
$5.75-$6.85 per bushel, from $7.38 in
1996/97.
e

U.S. corn production for 1997 is forecast
up slightly from last yeaiat 9.31 billion
bushels, despite the highest planted corn
acreage since 1985. After a very promis-
ing start to the season, crop conditions
generally deteriorated from early July

Pthrough the middle of August due to
widespread dryness across the Corn Belt.
Nevertheless, the 1997 corn crop is fore-
cast to be the third largest ever.

by

f Forecast total use in 1997/98 is up sharply
from 1996/97. U.S. corn exports are
expected to be 13 percent greater in
1997/98 as reduced competitor supplies—
particularly in Argentina, South Africa,

Stand China—lessen competition in interna-

Ptional markets. Lower domestic feed grain

plies anticipated, the U.S. season-avera

U.S. Field Crops—Market Outlook

9Brices have also boosted U.S. corn usage

Area Total Domestic Ending Farm
S Planted Harvested Yield Output supply use Exports  stocks price
— Mil. acres — Buy/acre Mil. bu $/bu
Wheat
h 1996/97 75.6 62.9 36.3 2,285 2,753 1,308 1,001 444 4.30
d 1997/98 71.0 63.6 39.7 2,527 3,065 1,325 1,075 665 3.30-3.70
Corn
1996/97 79.5 731 127.1 9,293 9,732 7,058 1,790 884 2.70
1997/98 80.2 74.0 125.8 9,312 10,206 7,400 2,025 781 2.55-2.95
Sorghum
1996/97 13.2 11.9 67.5 803 821 569 205 47 2.34
1997/98 10.3 9.5 69.9 664 712 460 200 52 2.30-2.70
Barley
1996/97 7.1 6.8 58.5 396 532 391 31 110 2.74
1997/98 6.9 6.4 58.3 374 524 357 70 97 2.25-2.65
Oats
1996/97 47 2.7 57.8 155 319 250 3 67 1.96
1997/98 5.2 2.9 60.5 176 343 270 3 70  1.55-1.75
Soybeans
1996/97 64.2 63.4 37.6 2,382 2,576 1,562 882 132 7.38
1997/98 70.9 69.8 39.0 2,722 2,859 1,629 960 270 5.75-6.85
Rice Lbs./acre —Mil. cwt (rough equiv.j——— S/ewt
1996/97 2.82 2.80 6,121 171.3 206.3 102.8 764 271 9.90
1997/98 3.07 3.04 5,907 179.4 216.5 107.9 85.0 23.6 9.00-10.00
kc Lbs./acre Mil. bales c/lb.
Cotton
1996/97 14.6 12.9 707 18.9 22.0 11.1 6.9 4.0 69.3
1997/98 13.9 13.4 658 18.4 22.4 11.3 6.9 42 *

*USDA is prohibited from publishing cotton price projections.

Economic Research Service, USDA

Based on October 10, 1997 World Agricultural Supply and Demand Estimates.

See table 17 for complete definition of terms and data for prior years.
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in 1997/98. Seasonarage farm prices
for con are forecast 8$2.55-$2.95 per
bushel,compaed with $2.70 in 1996/97
and a ecod $3.24 in 1995/96.

The 1997 US. whed crop is brecast 11
percent ébove last yarand the lagest in
7 yeas. Mud of this incease esulted
from a stong ecovery in Had Red
Winter whea production in the Souther
and Cental PlainsYields in Kansas,
OklahomaandTexas had been gerely
reduced the past 2@ because of pr
longed dy conditions dung critical
growing pefods and lage aeas of
winterkill.

U.S. whed exports ae forecast slighif
higher br 1997/98due to poduction
dedines for several export competitos.
But most of the in@ase in US. whed
production is brecast to hild 1997/98
ending stoks, rising by 50 pecent wer
1996/97 As a esult,1997/98 US. fam
prices ae piojected laver & $3.30-$3.70
per ushel,compaed with $4.30 in
1996/97.

Winter whea planting br the 1998/99
crop year is curently undervay in the
Southen and Cental Plains. Conditions
are pesenty favorable because oftmn-
dant soil moistw in both Kansas and
OklahomaThe frst USDA forecast of
winter whea seedings will bealeased on
Jaruary 10,1998.

U.S. rice production in 1997 is drecast
to be nealy 5 pecent lager than the
1996 cop on the sength of a signi€ant
expansion of planted aeege—up 13 per
cent. Higher output isxpected inifve of
the six majorice pioducing stees,with
Texas the rception. Cold wet weaher in
Texas this yar delged iice planting and
emegence resulting in the smallestce
crop since 1983. In Cabfnia a ecod
crop is pectedas a vam, dry sping
promoted edy completion of plantings,
while a cooletthan-nomal gowing sea
son benefed yields. And Arkansasyhich
generlly accountsdr 40 pecent of the
U.S. crop, is forecast to hee its second-
highest yield onecod, producing a
bumper cop.

World Commodity Market Outlook

Year Productionl Exports2 Consumptionl'3 Carryover1
Million tons
Wheat 1996/97 582.7 117.0 578.0 108.4
1997/98 600.6 111.4 581.6 127.4
Corn 1996/97 589.8 69.2 571.8 84.2
1997/98 570.4 714 590.9 63.7
Barley 1996/97 153.3 16.3 149.7 23.3
1997/98 154.9 16.3 153.3 24.9
Rice 1996/97 380.0 18.9 376.2 53.9
1997/98 380.9 19.8 381.4 53.3
Oilseeds” 1996/97 257.2 467 218.0 16.2
1997/98 276.4 50.6 224.9 21.6
Soybeans4 1996/97 131.4 36.0 135.6 12.8
1997/98 147.2 38.6 141.9 18.2
Soybean meal’ 1996/97 92.3 33.9 92.4 4.1
1997/98 96.7 35.2 96.8 4.1
Soybean oil* 1996/97 20.7 5.9 20.9 2.3
1997/98 21.8 6.2 22.0 2.2
Million bales
Cotton 1996/97 89.0 26.6 88.1 36.4
1997/98 89.9 27.3 90.1 35.8

1. Aggregate of local marketing years. 2. Wheat, July-June; coarse grains, October-September; cotton,
August-July. Rice trade is for the second calendar year. All trade includes trade among countries of the
former Soviet Union. All grain trade excludes intra-EU trade; oilseed and cotton trade include intra-EU
trade. 3. Crush only for soybeans and oilseeds. 4. Brazil and Argentina adjusted to October-September.

Economic Research Service, USDA

Total U.S. rice use isdrecast 8 paent
higher in 1997/98driven mainy by
increased xpotts, primarily to Léin
America. Despite reaer suppliesthe
projected higher useesults in a stdcs-to-
use etio tha would be the lavest since
1980/81.This has helped to suppdhe
season-gerage fam piice, forecast a
robust $9-$10 per cwgompaed with
$9.90 in 1996/97.

Cotton production is brecast to ddne 3
percent in 1997as aceage reductions
occured in LouisianaMississippi,and
TennesseeHigher pices of sgbeans el-
ative to cotton aplanting time encour
aged geder sybean aga,largely at the
expense of cotton. Despitevier aceage
this year 1997 is brecast to be theotirth-
largest cotton hatest on ecod as cop
conditions hae improved contimally
through the gowing season.

Slightly stronger domestic mill use and
expolts ae forecast 6r 1997/98yesulting
in a modeate huildup in piojected ending
stoks. The pace of cottonxgort sales to
several major luyers to dae, including
Mexico, Japan,and South Krea,has been
strong

Mark Simone (202) 694-5312
msimone@econgagov

For fur ther information, contact:
Dennis Shields ancadnes Banes,domes
tic wheda; EdAllen, world whed and £ed
grains;Allen Baker and Bte Rilgy,
domestic €ed gains; Nahan Childsyice;
Scott Sandrd and Mak Ash, oilseeds;
Steve MacDonaldworld cotton; Les
Meyer, domestic cottorAll are & (202)
694-5823.



4 Economic Research Service/USDA

Agricultural Outlook/November 1997

Livestock, Dairy, & Poultry

Growing U.S. Supplies,
Uncertain Demand
Pressuring

Meat Prices

Increasing US. supplies of maéa—both
seasonal andearoveryear—ae pessus
ing prices of pok and boilers dovhward
this fall. At the same timemeds contirue
to trade under the shadaof uncetain
domestic and inteistional demandHog
and boiler prices hae been hit halest
by a combingéion of expected lage pio-
duction inceases (6-9 peent) in 1998
and curent ports falling belav eaty
expectdions, especialy for pok. Al-
though the ecent ctle hed liquiddion is
expected to lead to all of about 2 per
cent Pbr beef poduction in 1998beef
prices will be pessued by lower pices
for pok and ticken.

U.S. hag piices Ell over $10 per cwteer
the last 3 monthgrom the high $5@ per
cwt in uly to the mid-$4@® in October
During the same pa&d, broiler piices
dropped tose to 10 cents per pourfdom
the mid-605$ to the mid-50 cents. Choice|
steer pices emain steaglin the mid-
$60's per cwt. In theifial quater of 1997,
hog piices ae expected to €main in the
mid-$40%, and boiler prices ae epected
to recover slightly but remain in the mid-
50-cents ange, while Choice stearmove
up slightly into the high $6® per cwt.

High-value wholesale hwiler and pok cut
prices also ddmed shaply from dly to
eaty October Chidken beast megprices
dropped fom 99 cents to 74 cents per
pound and whole pok loin prices
dedined from $123 per cwt to aund
$100.These laver pices will male dick-
en beasts and p&rchops moe dtractive
for retail feauring than the mar expen
sive Choice beef cutéimiting the com
petitive position of Choice beef

Despite ecent pice pressue, hog and
broiler produces’ retums hae been ela
tively favorable this year and sinceded
costs in 1998 arexpected to be some
what lower than this gar expectdions

are for contirued epansion in both

industies. The SptemberHogs and Pigs
report confrms the dne eport tha pro-
duces ae planning to inaase the um-
ber of savs farowing in the coming
months—a&mrowing intentions ér
September 1997-ébruary 1998 ae up 7
percent aer actual &rowings a ear @o.
On Setember 1the boiler hachely sup
ply flock was 5 pecent higher than aear
ago, which would suppara lage incease
in production.

In contiast,beef cav numbes were davn
3 pecent as of uly 1, predicting a small
er 1997 calf ayp than in 1996A smaller
number of cales will tighten €eder ctile
supplies in the comingear, reducing the
number of cétle placed onded and ulti
maely the supp) of U.S. beef

Slowerthan-epected inceases inxport
sales of boilers and pdt have influenced
the recent vealening of pices.Although
broiler exports in 1997 a& expected to
grow about 5 pecent,they are well belav
the doulbe-digit growth forecast edier
this year and witnessedser the past se
eral yeas. While export growth to Russia,
other Nevly Independent Stizs (NIS),
and Me«ico has shen stiong qins,the
overall increase has been moeked by
falling sales to mgnAsian makets.The
forecast 6r 1998 is 6r only a 2-3-pecent

increase in lwiler exports, as a esult of a
gradual slevdown in expansion of gports
to Russia and contired stong competi
tion in Asian makets fom ChinaBrazil,
andThailand

In the six lagestAsian makets (Hong
Kong Japan,China,Singapore, Korea,
andTaiwan),U.S. broiler expotts fell 19
percent in theifst half of 1997. Builer
produces in China hee piovided stong
competition,expanding their sharof the
Japanese maet, especialy for déboned
leg med. Thailand which had been losing
market shae in Apan,will also become a
much stionger competitor with the lge
devalugion of theThai bahtA substantial
shae of the deline in U.S. broiler prod-
uct eports to theAsian makets,however,
can pobably be dtributed to stong com
petition from other US. poultry products.
Gains in &ports of tukey products and
mature chicken (spent lging hens) hee
almost totaly offset the deline in boiler
sales.

Broiler exports ae seeing seasonal
strengthening in the second half of 1997,
with gains to M&ico and Russia et

ting lower shipments tésia. The dief
uncetainty in theAsian makets is
whether the economic dmtums and
curreng/ devaludions inThailand and

Wholesale Turkey Prices on the Rise

Lower whole-tukey stodks and contining stong eport sales a& expected to ke
wholesale hen tley prices dove last yar although tukey production is gpected
to increase 1-2 peent this &ll. Slightly lower tukkey meda production in theifst
half of this year and stong epoilts, have pulled davn whole-bid stods to 3

percent belav last year (as oAugust 31).

Although wholesale tukey prices ae expected to bel@out 2 cents per pound higher
than last gar eaty-November etail piices (typicaly loss leades for Thanksgving
shopping) & expected to be near those of 1996. Retsileitl likely absorb the
additional difference to gua maket shae against the gtremely competitve posi

tion of hams.

Turkey processing majins ha/e been ngative since drualy, but ae epected to
turn positve as vinolesale fpces epelience their typicalise pior to Thanksgving.
Average retums ae still expected to be rggtive for the year but should be consid
erably better than lastear’s loss of 6 cents per pourid patt because of lwer

feed costs.

The competition beteen hams and tikeys is usuall more intense dr Chistmas
thanThanksgving, but August 31 stdcs of hams in cold stage were 39 pecent
higher than agar edier. Ham pices in Sptember vere davn nealy 25 pecent
from a year @o, and pok production,expected up laout 2 pecent br the emain
der of the yar should leep ham pices davn.
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U.S. Livestoc k and Poultr y Products —Market Outlook

Beginning Total Ending Consumption Primary
stocks  Production Imports supply Exports stocks Total Per capita  market
price
Million Ibs. Lbs. $/ewt
Beef 1997 377 25,407 2,467 28,251 1,918 400 25,933 67.2 66.67
1998 400 24,931 2,680 28,011 2,095 350 25,566 65.7 70-76
Pork 1997 366 17,067 620 18,053 1,064 400 16,589 48.0 52.48
1998 400 18,532 615 19,547 1,150 380 18,017 51.7 45-49
c/lb.
Broilers* 1997 641 27,174 4 27,820 4,630 650 22,540 73.1 59.8
1998 650 28,953 3 29,606 4,750 750 24,106 UeS) 57-62
Turkeys 1997 328 5,399 1 5,728 547 325 4,856 18.1 66.6
1998 325 5,656 1 5,982 5S 325 5,081 18.8 62-67
Million doz. No. c/doz.
Eggs** 1997 8.5 6,437.9 51 6,451.8 220.0 10.0 5,825.7 238.5 79.9
1998 10.0 6,580.0 4.0 6,594.0 255.0 10.0 5,389.0 239.1 72-78

Based on October 10, 1997 World Agricultural Supply and Demand Estimates.
*Cold storage stocks previously classified as “other chicken” are now included with broiler stocks. **Total consumption does not include eggs used for hatching.

See tables 10 and 11 for complete definition of terms.

Economic Research Service, USDA

other Southeagtsian counties will lower
overall demand dér poultly meds and
increase the fire of US. products ela
tive to those fsm Thailand or China.

Over the last seeral years, the incease in
exports to Eastar Euope and NIS has
been the cerat factor in werall growth

of U.S. broiler exports. The beakup of
the Swiet Union and theasulting shift
from govemment-contolled ayricultural
production to a ma maket-oiented
structure had led to a lge dedine in
domestic pouly production and the need
for lamge impots. Changs in the gricul-
tural sectos in these courigs will likely
contirue to hold the &y to gowth in U.S.
broiler exports.

USDA has lavered its brecast ér U.S.
pork exports for 1997 and 199&jue
largely to wealer Bpanese impar
demand than anticiped The US. is
expected to eport a total of 1.064 billion
pounds of pdcin 1997,down 22 pecent
from theApril forecast 6llowing the bot-
and-mouth disease (FMD) oudlak in
Taiwan in Mach. Expots in 1998 a&
expected to be 1.15 billion poundiown
27 pecent fom the initial Mg forecast.

Higher pok prices this gar in &pan and
the US,, patticularly since the FMD out
break,have reduced dpanese pdrcon
sumption and limited L$. exports to
Japan.The Bpanese gvemment gen
took the umisual stp of waiving the 4.7-
percent taiff on pok impoits for the
month ofAugust to incease wailable
pork supplies and modate high domestic
prices. US. pokk has alsodced inceased
competition br the &panese impomar
ket; Canada and Souttokea,in paticu-
lar, have been ggressvely maketing
pork to Jpan since last spig.

Additional difficult-to-measue factois
may be modeating demanddr U.S. pok
in Japan. Bod saéty concens mg have
caused a shift in demandiay from
imported poducts. It is dificult to deter
mine whether eluctance to consume
imported meaproducts indictes a per
manent shift in danese consumergier-
encespr whether consumserwill resume
more nomal consumption ggems as

E. colioutbreaks deline and animal dis
ease prhlems sub as BSE and FMD
come under conot.

Japanese pdrdemand mpalso be dect
ed by consumereasponses to diérences
in gppeaance and taste bedwn US. and

Asian pok. Pork produced inTaiwan, for
example is daker in color sweeter in
taste and someha tougher in teture
than US. poik. The dsence of the antici
paed suge in Bpanese demanaif U.S.
pork products since the FMD outiak in
Taiwan,could be a signal thdapanese
consumes view U.S. pok as a distinct
product ether than a substituterf poik
produced inTaiwan or &pan. Maco-
economic &ctoss in Apan—contimed
slow income gowth, an incease in the
consumption tax in the second cpear
and continied gprecidion of the US.
dollar relaive to the gn—ake also lilely
slowing demanddr U.S. pok.

While forecastsdr exports to &pan hae
modegted U.S. shipments to Canada,
Mexico, and South Krea hae inceased
so far in 1997 and arepected to contin
ue to ise into 1998. LS. poik exports
have filled the @gp in the Canadian miest
creaed by exports of Canadian hygs to
the US. and ly conceted eforts by
Canadian paers to incease maet shae
in Japan. Expoats of Canadian tgs to the
U.S. ar «pected to modete in 1998,
however, as Canadian p&ers bid moe
aggressvely for hags to fll new, lower
cost paking cgacity and contine their
efforts to sevice the gowing export mar
ket in Bpan.
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Mexican economic igwth has tanslaed
into a 38-pecent incease in impds of
U.S. pok, and frst-half 1997 US. pok
imports by South Korea ae 40 pecent
greder than in 1996. Contired gowth in
U.S. exports to Korea is &pected follow-
ing Koreas duly 1 liberalization of its
frozen pok import maket stucture in
accodance withVTO commitments.

For fur ther information, contact:
Leland Southat, coodinaor; Ron
Gustafsoncétle; Shyle Shgam,beef
trade; Leland Southdyhogs; Mildred
Haley, pork trade; Jim Milley domestic
dairy; Richad Stillman,world daity;
Milton Madison,domestic poulty and
eggs; David Harvey, poultry and gg
trade aquacultue. All are & (202) 694-
5797.

World Trade

What Determines
U.S. & EU Trade
Market Shares?

A common peception is thathe
European Union (EU) has become an
important eport supplier of gricultural
commodities solgl because of the
CommonAgricultural Policy (CAP)
which provides lage subsidiesdr
European &mers. Howvever, policies
affecting suppl are only pat of the equa
tion afecting @gregate maket shae.
Shifts in the composition of evid
demand ér agricultural goods can also
alter the elaive impotance of the LS,
the EU and other gricultural suppying
naions.

Income gowth, technolagical changg,
and the lavering of trade bariers hare
increased wrldwide trade in consumer
oriented pocessed fducts,especialy
since the edy 19805. Trade of fesh po
duce and lilled me&a among deeloped
counties has also shaly acceleated,
because of gaer eficiencies in tans
portation. Increased competition in the
shipping industy and impovements in
container telenology pemit peiishables
to be tanskéred seamlesglacioss pad
rail, and water. Expanding impds of

higher \alued gricultural products ly the
newly industializing countres hae out
paced gpansion of viaed, rice, and other
bulk-commodity impots. This changng
commodity mix of global gricultural
trade has &écted the m&et shaes of
both the US. and the EU

Aggregate maket shaes of the US. and
EU are weighted aerages of maket
shaes in all breign commodity maets.
The weights ae a county’s shae of the
world maket for a specit commodity
Changs in the impdance in verld trade
of bulk commoditiegunmilled gains and
oilseeds)jntermedide products(feed
flour, and efined sugr), horticultural and
fresh poduce(fruits, vegetebles, and
flowers), andconsumeiready processed
products (gain-baseddods,med, and
beverages) help gplain danges in US.
and EU maket shaes.

The longun shae of lulk commaodities in
world agricultural trade haswith the
exception of an intdude duing the
19705, steadiy dedined, and the shar of
consumeitread/ processed mducts has
increasedIn contast,the elaive impor
tance of intemedide ayricultural com
modities did not lsange gprecidly
throughout the 1962-94 ged.

The US. is the vorld’s piincipal supplier
of whed, com, and sgbeans. Bulk com
modity exports compised dout 60 per
cent of total US. agricultural shipments
between 1962 and 1994. In the lyar
19705, the Swiet Union shifted aay
from a poliy of self-suficiency and bgan
importing grain. In the same ped, floods
ravaged SouthAsia, and doughts plgued
Sub-SahanAfrica.As a lesult,the ela
tive impotance of mlk commodities in
world trade inceasedand total US. agri-
cultural maket shae soaed

Between 1970 and 198fhe US. maket
shae jumped nedy 7 pecentae points,
and 82 parent of the gin was fiom tulk

commodities. In conast,bulk commodi

ties contibuted ony 20 pecent to the 5-
percentae-point ise in the EU gricultur-
al maket shae duing this peiod.

U.S. maket shae readed a high of 25
percent in 1981then &Il precipitousy,

dropping moe than 7 paentaye points
to just under 18 peent ty 1986. Rut of

the US. maket-shae dedine was due to
the global ecession and térepayment
problems which hampeed mary develop
ing countres’ ability to pay for kulk-
commodity impots. As aggregate EU
maiket shae was ¢imbing, U.S. maiket
shae detined because the stture of
world agricultural trade moed avay from
bulk commodities.

Consumeitread/ processed mducts ag

a signifcant and gowing component in
EU agriculture. Expotts from this sector
compiised 45 pegent of total EU gricul-
tural exports as edy as 1962. Miroring
global tade the composition of EUgai-
cultural exports has meed tavard moie
consumeread/ processed mducts. By
1994 ,these poducts compsed 55
percent of total EU gricultural exports.
Much of the inceases in@ggregate EU
market shae can bexplained ly shifts in
world agricultural trade tovard moie con
sumetread/ processed mducts,goods in
which the EU hadetained higher maet
shaes than dér the lwulk commodities.

The gowing impoitance in verld trade of
consumetread/ processed mducts as
well as hoticultural and fesh poduce
acceleated betveen 1986 and 1994.
Collectively, these tvo consumenriented
product secta contibuted moe than 3
percentaye points to US. maket shae
during this peiod. The US. also in-
creased its shas in most blk-commodi
ty maikets & this time but this impoved
performance did not &nslde into a high
er U.S. aggregate shae for agricultural
exports because the impgance of bilk
commodities contined to deline in
global tade

Market distotions,induced ly policies
sud as the CAPaffect the indridual
commodity maket shaes of the US. and
the EU However, the chvangng mix of
demand ér commaodities also ihfences
aggregate shaes. Changs in @gregate
market shae of the US. and the EU
reflect not ony shifts in perbrmance in
individual commodity and duct mar
kets lut also shifts in the sicture of
world agricultural trade

Thomas LMollrath (202) 694-5285 and
Mark J Gehlhar (202) 694-5273
thomasv@econgagov
meehlhar@econ.g.gov
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Consumer-Ready Products Account for Rising Share
Of World Ag Trade

Percent
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U.S. Lead Over EU's Ag Market Share
Has Narrowed
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U.S. Dominates World Market in Bulk Ag
Commodities . . .
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ucts, and competition among handlers andent. With urban pressure and an already
processors eager to acquire an adequatehighly developed cranberry industry,

supply of cranberries, produced the Massachusetts has less land available than
stronger prices. Also supporting strong | Wisconsin for expansion of the cranberry
prices were relatively low stocks of crant industry. The Cranberry Marketing

berries at the beginning of the 1996 sea- Committee expects an additional increase
son (September-August)—22 percent | of 23 percent in harvested acreage in
below the previous year and the lowest | Wisconsin by 2000.

since 1988.

New Jersey, Oregon, and Washington are
The 1997 cranberry crop is forecast to | the other major cranberry producing

reach a record 5.04 million barrels. states, with 10, 7, and 4 percent of pro-
Average production increased 88 percentduction. Increased interest in cranberries
from the period 1975-79 to 1992-96. Oviemay lead to commercial production in

the same time span, harvested acreage| other states, including Maine, New York,
increased 36 percent to a record 34,200 Minnesota, and Michigan. The state of
acres in 1996, despite serious limitations Michigan offers tax breaks and a technical
to new use of wetlands for cranberry pro-team to evaluate sites for potential cran-
duction in recent years. The Cranberry | berry entrepreneurs in an effort to revive
Marketing Committee, an agency of the industry there.

USDA's Agricultural Marketing Service

C b responsible for administering the Federi'WetIands such as bogs and marshes are
ran e"y cranberry marketing order, estimates thatthe traditional cranberry production areas.
S I E d harvested acreage in current U.S. producgut concern about loss of wetlands and
Upp y Xpdn S | ing areas will reach 38,794 by 2000, | water quality problems has led to Federal
when recent plantings reach full maturity regulations restricting new agricultural

In Response 1'0 at 5 years. use of wetlands. Building a new cranberry

= bed in a wetland today would violate the
ngher Demdnd Beginning in 1995, Wisconsin production 1972 Clean Water Act's wetland usage
surpassed that of Massachusetts, the tradiiles in the absence of an Environmental.
tional cranberry industry leader. In 1996| Protection Agency/Army Corps of
Traditionally, cranberries were eaten Wisconsin accounted for 42 percent of | Engineers permit, which is difficult to

Ocean Spray Cranberries, Inc.

only with holiday turkeys, but. production and Massachusetts for 37 perobtain. State and local regulations often

Americans consumers now pur-
chase cranberries year round in many
forms, including fresh berries, sauce, - — -
juice, and dried fruit. In 1996, Americang U.S. Cranberry Supplies Increase as Rising Production
consumed the fresh-weight equivalent of Offsets Declining Stocks
1.6 pounds of cranberries per person.
With growing demand and higher prices
production has increased, and the struct 7
ture of the domestic industry has begun Processed imports*
to change with the entry of new firms. 6
Along with the demand for cranberries, Total supply
environmental constraints to new produg¢- 5
tion in the U.S. has propelled the search
for growing areas in nontraditional loca-| 4 |

tions.

The 1996 U.S. cranberry crop totaled 4.6
million barrels (100 pounds), close to the 2 -
record of 4.68 million in 1994, and up 11

L
percent from the short 1995 crop. Despite 1 i
the rebound in production in 1996, the
average grower price was a record $62.5g

per barrel, up 17 percent from 1995, 1990 1992 1994 1996

bringing the farm value of the 1996 crop *Fresh-fruit equivalent.
to $292 million. Increase in consumer Sources: National Agricultural Statistics Service and Cranberry Marketing Committee,
demand for a variety of Cranberry prod- USDA:; Bureau of the Census, U.S. Department of Commerce; Journal of Commerce, PIERS Database.

Economic Research Service, USDA

Million barrels

Frésh imports




Agricultural Outlook/November 1997

Economic Research Service/USDA 9

Commodity Spotlight

further limit agricultural use of vetlands.
As a esult,cranbery produces bean
developing manmade etlands hout 10
yeas o.

Virtually all expansion of canbery
acrege in the US. in the last 5 gas
has been on thesdtiicial wetlands.
However, yields on manmade etlands
lag behind those on taal wetlands,
leading poduces to seash for cranbery
varieties tha perform better in this ne
ervironment.

New Products & Nev Firms

The canbery hawvest bgins in mid-
September Fresh beries ae exported to
Canadadr the Canadiahanksgving
holiday in eaty October By the end of
October most beies hae been haested
Fresh beties for the US. holiday maiket
remain in staage and ag paked laer.
But only 5 pecent of the US. cranbery
hawvest in 1996 wnt for fresh usecontin
uing a steayl dedine geneeted by weak
consumer demanaf fresh beries and
the higher pofit mamgin in cranbery
juice.

The industy estimaes tha about 90 per
cent of ppcessed @nberies curently go
to juice and dout 10 perent to sauce
and other prducts suke as died canber
ries. Ocean Spy, the lage gower coop
erative whose band name is syngmous
with cranberies, is credited with lifting
the canbery from its minor ole as a
sauce to accompwgrurkey to its curent
identity as a prduct to be consumedtgr
round In the lde 19605, Ocean Spay
introduced canbery juice codtail.
Blended canbery juice dinks (eg., cran
bery-apple juice) hae also becomeewy
popular

Demand ér cranbery juice inceased fur
ther after theJournal of theAmeiican
Medical Associgion confrmed in 1994
that drinking cranbery juice helpsifjht
urinary tract infections. Nes products
such as died sveetened @nberies, sold
by Ocean Sy under the sidemak
name of Caisins,are also c&ching on
with consumes.

The Ocean Spy coopeetive dominges
the industy, with membes in the US,,

Processed Products Driving Increases in U.S. Cranberry Production

Million barrels

7

é_

5_

Total production

1975 80 85

- Shrinkage*
[ ] Processed**

- Fresh

90 95

*Shrinkage refers fo cranberries paid for by processors and lost because of dehydration

and berry breakdown after delivery. **Mostly juices.

Source: National Agricultural Statistics Service, USDA

Economic Research Service, USDA

Canadaand Chile In 1996 it eported
sales everue of gproximately $1.4 bit
lion. The coopedtive povides gowers a
wide range of sevices,encompassing
production planningpesticide and e#i-
ronmental margement &petise pro-
cessingmairketing, distibution, new
product deelopmentand adettising
(including pomotions ly Saah Ferguson,
Duchess ofYork).

In the mid-198G8, Ocean Spy con
trolled 85 pecent of US. cranbery pro-
duction. Ocean Spy has taditionally
tried to maximiz gower retums ty
expanding makets ither than poduction.
Growers hare renavable 3-year maketing
contracts with Ocean Sgy for puichase
of production fom a speciéd rumber of
acres. Ocean Spy growers can poduce
additional aces of canberies outside
their contects,but they must maket the
product though other bannels. Ogr
time, high retums hae led to a gowth in
production outside of the cootive and
to an incease in competitiondm inde
pendent prcessas.

In recent yars indgendent prcessas,
eayer to deelop maket shae, have
enticed somergwers avay from Ocean
Spry. Although Ocean Spy still con
trols the majaty of the US. cranbery

crop, its shae has ddined. The coopes
tive recenty opened membship to nev
produces—the frst time in may yeass.

Ocean Smy’s maket stength is in po-
cessed mducts,a sector it shas with
Northland Canberies, TropicanaMinute
Maid, Veryfine, and seeral other frms
that produce or the pivate-label maket.
As Ocean Sy reduced its grduction
for the fiesh maket, oppotunities deel-
oped br other frms to taget thd sector

Northland once Ocean Sgy’s laigest
grower, has become the lgast indpen
dent gower of canberies in the US. by
specializing in peduction of fesh can
beries sold under its Bnd nameThe
compaly estimaes it nav supplies 22
percent of the fesh maket. In 1996,
Northland avned 1,935 haested ags in
Wisconsin and Masshasettsup from
958 in 1992and puchased anberies
under contact fom adlitional aces.
Northland naev also makets its evn brand
of juice. The compan reported 1996
sales of $37.6 million and iggressvely
seaching for nev production to incease
market shae. Decas Canbery Sales and
Hiller Cranbery Sales also mket fresh
beries.
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Going Abroad
To Grow Cranberies

Cranbery prices in the US. remain high,
but the industy faces evironmental con
straints to &panding poduction.As a
result,mary processas, handles, grow-
ers,and entepreneus ae looking into the
potential br cranbery production in other
counties.

Canadas wetland useegulations for agri-
culture ae less estictive than in the LS,
allowing the industy theie to gow in
response to high demand the bor
der. Traditionally, British Columbia domi
naed Canadian pduction,accounting
for 98 pecent of beang aces in 1994.
Between 1994 and 199Tanadian bear
ing aces in canbery production
increased 42 peent to 3,761 aes,and
Queébec became a sigigant poduction
area with 20 parent of total a@age,
leaving British Columbia with ont 78
percent.

Almost all poduces in Biitish Columbia
belong to Ocean Say, and their poduc
tion is shipped fsh to the 5. When
Ocean Spy recenty increased member
ship, British Columbia gined a lage
shae of the n& contiacts—bedng aces
increased 13 peent fom 1994 to 1997.
British Columbia poduction br 1996 vas
399,500 baels,compaed with 73,934
barels in Quéec In 1997 production
area in Quéec is 702 aes,up 29 pecent
from 1996 with an adlitional 598 plant
ed, nonbeaing aces.About 50 pecent of
the canbery aceage in Quéec belongs
to the Ocean Spy coopesdtive.

Cranbery production is incgasing in
Newfoundland Prince Edvard Island
Nova ScotiaNew Brunswick, and

Ontaio. Pioduction in these pwinces
rose fom 45 bedng aces in 1994 to 118
beaing aces in 1997The Canadianay-
emment ofers tax incenties br nev pro-
duction in some @as.

Produces and inestos hare also lookd
to Chile as a soue of commagial pro-
duction. Chile gported a ery small
amount of fesh canberies to the US. in
1994 hut gppaently now intends to dcus

on the canbery juice concentite maket.
Chile’s thid hawest in 1996following
yeass of reseach and pilot efforts, pro-
duced 441 baels from 700 planted
hectaes. In 1997planted aceage is estH
mated d 1,000 hectas,and plans calldr
expanding to 1,500 hectes ty 2000.

Crandile, owned ty a U.S. businessman
and the lagest compay producing can
beries in Chile has hiilt a laige juice
concentate plant with a gaacity of wer
30,000 meir tons. Nothland Ceanberies
has greed to purhase 20 peent of
Crandile’s pioduction. In adition,
Ocean Smy has one member in Chile
The industy in Chile is so ne&, however,
tha its potential br commecial suppy
remains unceain.

Northland also has a joinentue with the
Irish Reat Boald—a 7-ace pioject in its
fifth year of testing andvaluaing. Other
areas thaigppear to hee potential or
cranbery production intude Russiathe
Baltics,and Easter Euope

Trade—A Small Rrt
Of U.S. Cranbery Market

Canada has been thempary souce of
U.S. cranbery impotts. In calendayear
1996, freshimpoits from Canada totaled
424,437 baels,over 99 pecent of all US.
fresh canbery impotts and 78 peent of
total Canadian embery production.
Denmak and Russia supplied themain
ing fresh canbery impotts in 1996.

Cranbery imports from Euope ae gener
ally assumed to be the Eyrean canber
ry, Vaccinium xycoccusnot the Noth
American canbery, Vaccinium maaocar-
pon grown in the US. The Food and
Drug Administration allovs both the
North American and Ewpean arieties to
be labeled as @nbery. The Euppean
cranbery grows wild in nothem Euiopg
and vhen US. prices ae high the wild
beries ae havested and sent to the®J
The majoity of imports from Euope
arrive as juice concerate rather than as
fresh or fozen beries.

The US. impotts only a small amount of
frozen cranberies—13,058 baels in cal
endar yar 1996. Canada has been the tr
ditional souce, accounting ér & least 95
percent of all fozen impots from 1992 to
1995, with the emainder suppliedyb
Sweden. In 1996however, Estonia and
Russia entexd the matet. As impots of
Canadian fozen canberies fell 11 per
cent,Estonia catured 52 pecent of US.
imports, leaving Canada with ogl40 per
cent,with the emaining 8 parent split
between Sveden and Russia.

No official trade st#stics «ist for cran
bery concentate, but concentate impots
for the 1996 @p year ae estiméed 4 a
recod 107,200 baels, fresh-fuit equva-
lent,a small amount comped with the
4.3 million barels of US. production
used br processingImpots of concen
trate began in the edy 19905. Fom
1993 to 199643 pecent of concenste
imports came fom Sweden,24 pecent
from Anland 15 pecent flom the
Nethetands,8 pecent flom Austia, 4
percent flom Gemary, 3 pecent flom
Russiaand 2 pecent flom Chile Sweden
and the Nethdésinds both see as concen
trate piocessing centerfor beries gown
in other places.

Although US. cranbery exports ae
growing, consumes in most countes ae
not very familiar with the Noth American
bery. Expots as a peent of US. pro-
duction inceased fom 3 pecent in mar
keting-year 1987 to 10 peent in 1996,
accoding to the Canbery Marketing
Committee As late as 1990most can
beries were exported in fresh brm, but
by 1996,less than 4 peent of &ports
were fresh. Sales to Canadavkaalvays
dominaed fresh canbery exports, and
the United Kingdom has become an
important nev maiket. No oficial U.S.
trade stéstics «ist for processed @n-
bery exports.

Linda Calvin (202) 694-5244
Icalvin@econ.g.gov
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state produces about a third of the U.S.
crop, followed by California with 25 per-
cent and Wisconsin with 13 percent.

Fresh-marketarrots account for 70 per-
cent of total U.S. carrot output. Fresh-
market volume is heaviest during the
spring months (March—May) and lowest
during late-summer months (August—
September). California produces carrots
for the fresh market year round. Kern
County, 90 miles northeast of Los
Angeles, is the center of California carrg
production, followed by Imperial and
Monterey Counties. With a constant sup
ply of quality product, California shipper
are the price leaders in the carrot marke
throughout the year. Although California
is the volume leader each month, other
states such as Michigan (during the fall
and Texas (late winter and early spring)
have also carved out market niches.
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What’s Up,

The shipping side of the fresh market is
highly concentrated. Although there are
eight shippers of fresh carrots in
California, the two largest California
firms reportedly control 90 percent of th
market for California fresh carrots. Thes
large integrated grower/shippers contra
with other growers to produce carrots.
US§imilar to the processing side of the bus
ness, the majority of fresh-market carro
are produced under contract or agreem
with a shipper or processor prior to plan

rrots have found increasing favo

Doc?—Carrots!
‘ among U.S. consumers. In the
1990's, per capita use of fresh-

market carrots has averaged 25 percen
above the average of the 1980’s, while
of carrots for freezing is up 30 percent
during the same period. Carrots are
popular as snacks, side dishes, salad

[

pers and the cost of establishing a pack-
ing/processing plant, contracting is more
prevalent in the carrot industry than in
most other fresh produce industries where
many growers also act as shippers.

Carrot production in the U.S. is highly
mechanized. With few exceptions, carrots
for both the fresh market and for process-
ing are machine harvestdetesh-market
carrots are harvested when most of the
roots are 1 to 1.5 inches in diameter near

tthe top. Different varieties tend to be used
for processing than for fresh consump-

- tion. While the fresh market favors long

s slender carrots with high sugar content,

2t many processors can use short, thick vari-
eties since they are going to be diced,
sliced, or otherwise cut. In some areas,
processingcarrots tend to be left in the
ground longer to increase size, dry matter,
and color.

Over the past decade, carrot production
has become increasingly segmented
between carrots for the freshmarket
(including fresh-cut products) and those
e for processing. Because of their character-
eistics, the short, thick carrot varieties have
ctalways been geared toward the frozen,
canned, juice, or dehydration markets.
si-However, in years past, some of the car-
srots destined for fresh use ended up being
erocessed when low fresh-market prices
t-encouraged diversion to the processed

ingredients, juice mixtures, and ingredi-
ents in desserts (e.g., carrot cake). As g
result of the increase in demand, both

ing. Because of the concentration of shi

pmarket.

domestic production and imports have

soared in recent years. The U.S. is now|
the second-largest producer of carrots i
the world behind China—Russia is third

N Lbs./person

U.S. Per Capita Carrot Consumption Has Risen in the 1990's

16

California Dominates
U.S. Carrot Production

Underscoring the rising popularity of ca
rots is an expansion in both the acreage
and the number of farms producing this
root crop. According to the Census of
Agriculture, carrots were produced on
2,039 farms in 1992—up 29 percent fro
the previous Census in 1987. California
accounts for 73 percent of thesh-
marketcarrot crop, followed by Coloraddg
and Michigan with about 5 percent each
(USDA statistics include baby carrots ar
other fresh-cut products in fresh-market;
output). On therocessingide (canned,
frozen, juice, dehydrated), Washington

=]

0
1980

1997 forecast.
Economic Research Service, USDA

84 88

Canned

92 96
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Purple Carrots?

Carrots,a cool-season ap, are membes of the pasley family and ae believed to
have oiiginated in westen Asia nearAfghanistan. Qginally, carots did not hee
the familiar oange hue of toda Centuies a&jo, carots were \various shades of
white, pumple, and yellow, with toda/’s olange carot an @paent derration report-
edly developed in the 16th centuby the Dutd. When carots arived in England
and Fance soon aftethe lay green tops wre piized as an adament br womens
has and hairAnd when edly European settlercame td/irginia, they brought car
rot seeds to the MeWorld to grow the oot for food

Carrots were reportedly used 6r medicinal pyposes befre becoming a popular
consumer ggetable. Long a@yo, the Geeks ae said to hee used capots to cue
stomad ailments. Capts also hee other taditional oots. Dumg Rosh Hashanah,
the &wish New Year carots ae traditionally seved—sometimes inound brms to
look like coins—as a symbol of fukipiospeity.

Virtually devoid of fat, carots ae also lev in caloies and sodium and qride
dietawy fiber, potassiumand vitamin C. Havever, the carot’s rutritional daim to
fame is as a leading s@erof a castenoid called beta-catene (other catenoids
measued ty scientists andaund in carots ae alpha-castene and lutein). Beta-
caotene is dund in most gllow/orange vegetebles and melons (g, carots, sweet
potaoes,squashand cantaloupegps vell as in dak green leafy egetables sub as
spinad and boccoli. The human bogconverts dietay beta-cantene as needed to
vitamin A, a fat-solulde vitamin stoed in the bogl VitaminA is essentialdr nor
mal vision,regulaion of cell deelopmenthealtty skin,and poper imnune-system
response

The iise of thefresh-cutindusty has
meant some of the misghen and other
wise imperéct carots hae an altemative
profitable outlet. Carots tha would not
have made thergde in a standdrcello
padk of fresh carots do not hee to be
sent to feezrs or canney to be cut,
diced or juiced Today, the cutting and

pounds—tied dr the highest orecow.
Although thee is no poduction or pak

as vell duiing the 199@s.

daa for canned caots, evidence sugests
tha canned caot use mg have expanded

Wha is diiving carot consumption high
er? A combindion of several factos ae
at work including:

» corvenience of fesh-cut and peeled
(baby) carots;

* rising rutritional avareness of con
sumes;

e continued populaty of salads and
salad bas;

e economic gpansion and léstyle
changes thafuel increases inaay-
from-home meals;

e consumer integst in nev organic
products;

¢ development of weeter more tender
carot vareties; and

¢ new maiketing gproades.

Why ed carots? A privately funded
anrual consumer mduce swey (“Fresh
Trends, by Vance Reseah) consistentil
indicates tha carots ae the leading eg-
eteble snak item—celey is usualy sec
ond The anmial suveys hare also shan
tha carots ae consumedadr a \ariety of
health-elated easons incding cancer
prevention,vitamin/mineal intale, caloiie
control, and fber content. Br years, con
sumes hae stongly associted carots
with vitaminA. In fact,51 pecent of the
respondents to the 1994 gey consideed
carots the most utritious vegetable,
ahead of lwccoli and pottes.

peeling pocess @r varnous fresh-cut car
rot products allavs a majoity of the aw
carots destineddr the fesh maket to
become fesh-maket products. One of the

Million lbs.

U.S. Carrot Exports to Surpass Imports in 1997

. A 250
largest bod piocessingdcilities in the

world is a Calibrnia fresh-cut caot cut
ting/peeling/paking opestion.

Il imports
] Exports

200

Domestic Demand
Surges in the 199® 150 L

U.S. consumes have signifcantly
increased consumption of cats duing
the 19908. In tems of domestic usear
rots ae nav the seenth-lagest flesh eg-
eteble (induding melons) and thir
among fozen \egetables. Use of fesh- S0
market carots totaled 10.2 pounds per
person in 1996—up 23 peent since
1990,the highest per gita use since the 0
19405 and the thit largest on ecod. Per
cgpita use of capts for freezing betwen
1990 and 19960se 22 parent to 2.8

100

1989 91

1997 forecast.
Economic Research Service, USDA

93 95 97
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Commodity Spotlight

Always popular in saladsarots hae
also consistenglbeen identied in con
sumer sureys as the most populaaw
vegetable. At the same timecarots were
cited as laking corvenience because of
time required for peeling and cuttingn
response to thisrfding, “baby carots”
were introduced in 1988. Heever, posst
bly because of conaeiover cost and
quality, the nev product did not c&eh on
with consumes until the edy 19905.
Today, fresh-cut and peeled cats hae
been cedited as the pnary driving force
behind gowth in the fesh and fozen car
rot industies. Bdoy carot products ae
not tiny carots hut ae selected long and
slender fesh-maket carots tha have
been ttmmed grated, polished and
shged into small undrm sizs.

The kind of ceaive maketing tha
devised bay carots is still @ work.
Recenty, some alilines hae decided to
offer a nev in-flight sna&. A small pa&
of mini baby carots poduced  industy
leader Gimmway Fams will be ofered
on somelfghts as an altedive to pea-
nuts. In adlition to carot stiks, baby
carots,and mini bay carots,fresh
carot snag&s also come in theofm of
crinkle-cut pieces anttoins"—small
round shpes thaare easy to dan the
go. Anally, demand ér omganic carots is
on the ise. Organic carots,for example
may account ér as nuch as 10 perent of
the carots sold in the Boston hwolesale
maiket despite a stng pice pemium.

After a decade as a netparter of fresh
carots,the US. has become a net
importer. Although impots and gports
have both been émding higher in the

19905, import growth has been singer
(up 82 pecent since 1990ersus 32 per
cent br exports). Mud of the impor
growth reflects a combirt#on of rising
demand ér fresh-cut poduct and the
1994/95 peso deludion which caused
imports from Mexico to jump 300 perent
between 1994 and 1995. Impsrof fresh-
market carots accountdr 8 pecent of
U.S. suppl, up from 5 pecent in 1990.

The populaity of fresh-cut caots has
spilled over into the impdrmaiket as
produces in Canada and M&o seek to
replicate the success of.B. companies.
Imports from Canada and Me&o male
the US. the world’s thid-leading im-
porter of carots. The leading impder is
Belgium-Luxemboug, a pimary point of
entry for Euiope

Ninety pecent of US. fresh carot
exports o to thee counies—Canada,
the UnitedArab Emirates (LAE), and
Japan. Shipments to Canada accowmt f
84 pecent of ports and help makthe
U.S. the world’s fourth-leading &porter
of fresh carots. The Nethelands is

first, followed ty Italy and Belgum-
Luxemboug. Expots nawv account ér

7 pecent of US. suppy and ae \valued &
$44 million.

Japan has slely been opening as a mar
ket for U.S. fresh carots. The unibrm
appeaance and consistent high quality @
today’s fresh-cut and peeledgaiucts is
more gpealing to dpanese consumer
than a standdrcello pa& of carots.
Although accountingdr just 3 pecent
of U.S. fresh carot exports, shipments

to Japan totaled 6.9 million pounds in

November Releases—USDA’s
Agricultural Statistics Board

The following reports are issued
electronically at 3 p.m. (ET) unless
otherwise indicated.

November

3 Crop Progress (after 4 pm)
4  Dairy Products

Egg Products

Poultry Slaughter
5 Broiler Hatchery
/7 Cheddar Cheese Prices
Coftton Ginnings (8:30 am)
Crop Production (8:30 am)
Crop Progress (after 4 pm)
Broiler Hatchery
Cattle on Feed
Milk Production
Sheep
Turkey Hatchery
Cheddar Cheese Prices
Crop Progress (after 4 pm)
Broiler Hatchery
Chickens & Eggs
Cold Storage
Farm Labor
Livestock Slaughter
Cheddar Cheese Prices
Catfish Processing
Crop Progress (after 4 pm)
Coftton Ginnings (8:30 am)
Agricultural Prices
Broiler Hatchery
Peanut Stocks & Processing
Cheddar Cheese Prices

13
14

17
21

24

25
26

28

f1996—up fom an aerage of ony
500,000 pounds in the éar1990s. If
this gowth contirues,Japan will soon
overtake the LAE as the second-leading
export maket for U.S. fresh carots.
Gary Lucier (202) 694-5253
glucier@econ.g.gov
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Virginia Port Authority

Fast-Track
Authority:
Issues for

U.S. Agriculture

global proliferation of trade
A agreements is having an increas

ing impact on U.S. and world
trade patterns. In the past decade, the |
negotiated 20 multilateral, 2 plurilateral,
and over 180 bilateral trade agreementg
Of these, one-fourth directly affect U.S.
agricultural interests. The effects range
from multilateral reductions in trade dis-
tortions such as export subsidies, impor
tariffs, and domestic support, to increast
U.S. access to a specific foreign market
for a specific product—e.g., beef in Japa

U.S. agriculture is increasingly linked to
the rest of the world. Production is grow|
ing more rapidly than domestic consum
tion, and the value of U.S. products sold
to foreign markets has risen three times

fast as domestic sales. Increasing acces

to foreign markets, through reductions ir
foreign trade barriers and trade-distortin
policies, will be essential for a profitable
and growing agricultural sector. Compre|

J.

matters (e.g., sanitary and phytosanitary
restrictions, agricultural subsidies,
antidumping and countervailing duties,
and government procurement or supply
management). U.S. ability to credibly
and effectively negotiate such treaties
will require some form of “fast track
authority.”

Fast-track authority explicitly enables th
President to submit a trade agreement
with implementing legislation for con-
gressional approval under special, expe
dited procedures. Congress retains the
right of final approval of the agreement
and of the implementing legislation that
makes necessary changes in Federal I3

Under past fast-track procedures, the
President could submit to Congress the
text of a trade agreement with one or
more foreign nations, along with draft
implementing legislation to make any
“necessary and appropriate” changes in

Fast track is intended to strengthen the
President’s negotiating authority and cred-
ibility by reassuring foreign trading part-
ners that implementation of agreements
will be considered expeditiously by
Congress and not be subjected to changes
that would force a return to the bargaining
table. The negotiators of most other
nations have the authority to make bind-

H ing commitments for their countries.

In the past, fast-track authority has stipu-

- lated general and specific negotiating
objectives for the U.S. and included such
requirements as advance notification of
Congress and advance consultations with

wrelevant House and Senate committees
before an agreement could be concluded.
Lawmakers, in effect, used these consulta-
tive requirements as informal legislative
markups to address, in advance, the vari-
ous policy issues that otherwise might be
debated during enactment of the imple-
menting legislation.

U.S. laws. Congress then had a maximym

of 60 legislative days (90 for legislation
involving revenue) to approve or disap-
prove the complete package, with no
amendments permitted. The most recen
fast-track authority expired 3 years ago
after approval of implementing legislatio
for the Uruguay Round agreements.

Not all U.S. initiatives to reduce trade dis-
tortions and gain increased access to for-
eign markets require fast-track authority.
t The President can negotiate, without prior
congressional approval, executive agree-
nments with foreign nations, although
Congress must be notified of the intent.

S.

Congress has also granted authority,

. Several Major Importers Still Impose High Tariffs

Country/product Tariff rate, Country/product Tariff rate,
year 2000 year 2000
[ Percent Percent
2C European Union Japan
Beef 151.9 Beef 38.5
ar  Milled rice 185.2 Cheese 29.8
Wheat 102.5 Orange juice 2585
Butter 218.3 Wheat 359.5
White sugar 165.7 White sugar 277.2
D- Poland Canada
Butter 102.4 Wheat! 76.5
¢ Beef 103.7 Butter 298.7
sc Wheat 91.6 Chicken 238.3
Switzerland Korea
9 Wheat 406.0 Beef? 41.2
Butter 732.9
i Beef 118.7

hensively addressing remaining agricul-
tural trade issues will require multilateral

tariff trade barriers and related regulato

1. Tariff level for nondurum wheat. 2. Tariff rate for 2001

. o . Sources: Foreign Agricultural Service and Economic Research Service, USDA; Josling,Tim, Stefan
and regional negotiations addressing NAN Tangermann, and T.K. Warley, Agriculture in the GATT: Past, Present and Future (London: MacMillan, 1996).

Economic Research Service, USDA
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through leislation, to the Seatary of . et
Agriculture to ensu U.S, food saéty Agricultural Trade Issues for Future Negotiations
including neotiating with foreign govem-
ments theules gveming inspections

of agricultural products and fcessing
procedues.

High taiiffs. High taiffs in impoting counties impede #@de ly reducing the hility
of lower cost poduces in epotting ndions to competeln some casesariffs ae
high enough to completekhut exporters out of makets.The Uuguay Round
Agreement om\griculture geneally required govemments to covert nontaiff bar
riers to taiffs, but ladked stong guidelinesdr est&lishing the taiff rates. Mary
counties set taffs & very high or pohibitive levels. Futher eductions in taff
rates will increase maet accessdr U.S. goods.

The Ofice of the US. Trade Reresen-
tative (USTR) also has authtyrto pursue
unfair trade pactices andemedies and to
enter into tade greements thawill bene
fit U.S. trade although ag agreements
requiing changes in Fedeal law require
congessional pproval. The Secetary of
Agriculture and USTR hae efectively
used their authdies to ngotiate trade
agreements imolving food saéty and the
removal of unfair bariers in specit for-
eign makets.

Tariff-rate quotas (TR@). To administer ma&et access commitments madeidgr
the URS Agreement om\griculture, mary counties hae estalishedTRQ’s, which
allow specifc quantities of psducts to be impdéed & zero or lov tariff rates. But
there ae a \aiety of ways to allocée quotassome moe trade distaiing than oth

ers, and theVTO guidelines a not pecise Small quota quantities and high duties
for out-of-quota amounts—quantitielsaee the quota limits—ééctively cgp U.S.
exportts, and estictive methods of administeg TRQ's also impede &de

Reneved mnultilateral trade ngotiations could inceaselRQ’s to allav greaer

imports and could eshkéish rules th& ensue TRQ’s will be administexd in a moe

. i ) transpagnt, predictdle manner
Fam trade initidives negotiated bilderal-

ly by the US. tha did not equire dangs
in Fedeal law hare adieved signifcant
trade @ins ly enhancing m&et access
through eductions in both téif and non
tanff bariers. Estiméed US. net am

export gains flom eight sub agreements . . - . .
im%lerr?eéted in th(lagelg(r fggaogs amount Domestic suppdr Domestic policies theencouage production of speci€

ed to dout $3.3 billion ky 1996.The US. commodi@ies distc_lrtrade Policies_ tha indirectly suppot agricu!tural produces,
can contiie without &st-tadk authoity sud as disasteretief, selected an_ronmental pmgrams,and egional and ural

to negotiate directly with trading pamers d_e/e_lo_pment pograms,can als_o dlstmrproductl_on and_ade The tiade greement
to lower specii high taiff and/or tebni- disciplines on output-enhancingopiucer subsidies adikely to be contversial in

cal bariers remaining after the Wiguay future neotiations.

Round but is limited in the ange of con ) ) . i . .
cessions it can mak Stee trading Stae trading entgorises (STES) in some of the arld’s major tading

counties monopoliz puchases or sale$he actvities of impoting or eporting
STE's lak transpaeng/ and can be used to disguisetpction or suppdor More rig-
orous disciplines could be imposed on thevites of STES in futue neyotiations.

Expott subsidiesEfficient pioduces do not equite export subsidies to compete as
long as other counts ae not diving them out of maets with subsidied pod-
ucts. Futher ieductions in eport subsidies will likely be a 6cus of the na round

of negotiations.

However, extensie trade greements
requiing changes in Fedeal law have to

be submitted to Comgss br goproval. i . ) ) : ;
Without fast-teck authoity, sud legisla- Sanitaly and plytosanitay (SPS) baiiers. SPS impediments to impsrtha are not

tion would be subject to the noal uncer | based on sound science argk mssessments cagsullt in potectionism disguised
tainties of the Igislative pocessThe as concaets for public health. SPS meass ae inceasingy being used as baers
agreement or implementing bill might not  t0 trade Futther teade ngotiations could incease the anspaeng/ of SPS ules and
come to a ote 4 all, or would be subject |  clarify the standad for scientifc justifications undelying those ules.

to committee anddor amendments tha

might be inconsistent with theee Regional trade ayreementsPreferential tade greements among other couas
ments piovisions and signi€antly delay tha exclude the US. represent a gowing thred to U.S. export prospects. MERCO
action. SUR is inceasing its pesence iWesten Hemispheg trade ASEAN in Asian
trade and an gpanded Ewpean Union in Ewpean tade Chile has signedade
Potential Uses dér agreements with aumber of countes. Regional trade @reements gneally pro-
New Fast-Track Authority vide preferential accessof membes’ exports, making it moe difficult for U.S.

products to compete in these rkeais.
The fast-tiadk process was frst adopted in
the TradeAct of 1974 and has been used

to enact bills to implement aimber of Free-TradeAgreement (1988)nd the Agreement#\ct (1994) which provided

- , North American FeeTradeAgreement implementing lgislation for a pa&age of
Eltzoilgyeogléiﬁwc? msfg%'g nllrr‘:'|gp|v(\a”r:1he:1tﬁ1gg-e (1993) were all enacted undeast-tiack 54 nultilateral and pluilateral egree
islation for the US.-Israel Free-Trade procedues.The most ecent use ofast- ments,undestandingsand ministeial

AreaAgreement (1985)he US.-Canada tradk authoity was the Unguay Round decisions and déarations.
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A new fast-tadk authoity with more lim-
ited neotiating objectves would focus on
broadWorld Trade Oganizaion (WTO)
issues emaining after the Wigugy
Round:taiiff reductionsmarket access,
export subsidiesand domestic suppior

A new fast-tladk authoity would also
extend to egional trade greements and
issues sut as stee trading sanitay and
phytosanitay barriers, and tetinical bari-
ers to tade In adlition, some goups
advocae incoporating ervironmental and
labor concems tha may affect competi
tiveness in @de

The Unuguay Rounds (UR)Agreement
onAgriculture requites tha negotiations
for contiruing the eform process be initi
ated 1 year bebre the end of the imple
mentdion pefod (1995-2000)A new
round of WTO agriculture negpotiations

is sheduled to bgin in late 1999.The
agenda will most lilely cover issues
defined in theAgreement omgriculture,
paticularly those elaing to maket
accessgdomestic supptorand eport
competition. In adition, new issues hae
surfaced with implement@an of the
Agreement om\griculture, suc as taiff-
rate quotas usedylimpotting counties to
administer their mdet access commit
ments. Other issues not elitly addressed
by theAgreement oAgriculture, includ-
ing the use of sta trading entegorises and
technical bariers to tade may be adled
to the negotiating agenda.

Chile and the US. began negotiations for
Chile’s accession to the NbrAmerica
FreeTradeAgreement (MFTA) in 1995,
but talks were suspendedn pat because
Chile wanted the LS. to renev fast-tadk
authoity before discussing Wt it views
as sensitie issues. Meanhile, Chile has
negotiated its avn trade @reements with
several other indvidual counties, includ-
ing Canada and Mo, and with the
Common Maket of the South (MERCO
SUR).As a lesult,U.S. food and gricul-
tural products headedf Chile face taiffs
11 pecent higher than those encouetér
by MERCOSUR countes (Amgentina,
Brazil, Paraguay, Urugugy). Although
Chile is not a major L. trading painer,
its accession to AFTA is consideed a
significant stg@ towvard broader economic
integration in theWesten Hemispheg.

An Example of Remaining Agricultural

Trade Barrier s:

Selected South K orean Market Access Barrier s

State trading State trading

High tariffs Tariff rate quotas with mark-up without mark-up
Pork Chilled & frozen beef Potatoes Onions

Poultry meat Many dairy products Dried beans Garlic

Yogurt Corn Barley & products Peppers
Cheese Barley Rice & products Citrus fruit

Ice cream Soybeans Soybeans (food) Sesame seeds
Nuts Peanuts Peanuts

Candy Dried beans

Pasta Potatoes

Baby food Onions Minim um access quota

Jams, jellies, etc. Garlic Rice & products

Fruit juice Peppers

Fruit, excl. prunes Citrus fruit SPS barrier s on perishab les
Vegetables Citrus juice Onerous inspection procedures

Alcoholic beverages
Protein concentrate

Arbitrary rulemaking process

Economic Research Service, USDA

Formal neyotiations among 34Vesten
Hemisphee ndions for aFreeTradeArea
of theAmeicas (FTAA) are to bgin in
1998.Already more than 30 bilteral and
regional trade greements & opeating in
theWesten Hemispheg, and the US. is
paity to only one—NAFTA. At the same
time, the Euopean Union is discussing &
trade greement with MERCOSURyNd
Japan and China arsending ttde delga-
tions to MERCOSUR couritrs. With the
spread of peferential ggreements tha
exclude the US., competition in these
matkets will become mer difficult for
U.S. exporters.

Many of theAsia and Rcific Rimcoun
tries tha are expeliencing the mostapid

agendas 6r trade libealization in which
the US. and its gricultural comnunity
will have a major stak

In the pastfast-tadk authoity has been
limited to intendional ggreements
focused on &rde and tade policies. Some
interest goups would like fast-tadk
authoity to allow inclusion of ldbor and
ervironmental standds in tade gree
ments.These goups ague tha unfair
labor practices or lax efironmental stan
dards in other couniies would gve them
a competitre adiantage over the US.
Potential economic @jns flom trade
agreements could then be owighed ly
the piospect of US. caital and jobs
being &ported to counies where labor

growth in incomes and consumer demandstandads and evironmental equirments

for U.S. food and &m products belong
with the US,, to theAsia-Pacific
Economic Coopetion forum (APEC).
APEC is seeking to edilish free tade
and irvestment aangements 2010
among membearwith industialized
economies andyb2020 among those with
developing economies.

Sudh an @reement could hee a signii-
cant infuence on US. trade since it
could reduce tade barers for mary U.S.
products sold to theaktest gopwing mar
kets in the wrld. A geneal commitment
to a compehensie areement means thal
agriculture would be intuded as a dy
element. Other alliances in thegion,
notebly theAssocidion of Southeast
Asian Ndions (ASEAN),also hae

are wealer. Corversely, opponents of
including sut issues undeabt-tadk
authoity argue thafast tadk might be
used to érce nav labor and ewironmen
tal reguléions for the US. through
Congess,or to eect unhir bariers to
imports from developing counties.

Trade greements manot be the most
effective way to remed most emiron
mental poblems,since thg are designed
to reform trade policiesnot to povide
disincentves to polluteIntemaional
agreementsdcused on the @ronment
are the peferred although often mar dif-
ficult, method of akieving gains in intef
naional or tansboundar ervironmental
goals.



Agricultural Outlook/November 1997 Economic Research Service/USDA 17

World Agriculture & Trade

The Unfinished Business
Of Trade Libesnlization

Expott makets ae ciitical to U.S. farm
prices anddmers’ prospeity. Domestic
production is inceasing mae rapidly than
consumptionyith U.S. agricultural
exports gowing three times asafst as
domestic demandf food Agricultural
exports have lisen flom 18 pecent of
gross &im cash eceipts in 1986 to 30
percent in 1996and the sharis epected
to increase in the futer

With an eficient ayricultural sectorabun-
dant n&ural resouces,and an rcellent
physical and institutional ma&eting infra-
structure, most of US. agriculture can
effectively compete in a libaized world
trade emironment. But @de libealizaion
for agriculture is far from completeU.S.
produces, processas, and eporters con
tinue to fice taiff and nontaff bariers,
unfair trading pacticesand peferential
trading arangements in By maikets
around the world.

Preferential tade greements lie MER-
COSUR in Souttmerica, ASEAN in
Asia, and the Canada-Chileatte gree
ment povide membes peferential access
to ead others makets br a boad ange
of agricultural products.Without similar
accessl.S. produces and suppliex face
constained sales opptumities in some
of the world’s most gnamic egional
maikets.

Stee trading enteprises in some of the
world’s major tading ndions monopolie
sales or puthasesgreaing unfair compe
tition or resticting U.S. access to their
large makets. In a nmber of countes,
agricultural products &ce high impdrtar

iffs, low taiff-rate quotasand/or stte

trading @encies tharesell a high mak-
ups.Agricultural products alsodce sani
tary and plytosanitay bariers based on
guestiondale scientifc standadls.

Successful ébrts to open interational
maikets will contibute to sustaining
export growth. Sut eforts indude ngo-
tiation of trade greements thareduce
taiiffs, address tehnical bariers to tade
sud as sanitarand plytosanitay issues,
curtail the use of tade-distoting domestic
and eport subsidiesand gneally pro-
vide a moe transpagent world maiket.
Expott growth adranced  further liber
alization of ayricultural trade will also
beneit off-farm income earers, taxpay-
ers,and consumer U.S. agricultural
expotts geneete dose to a million jobs,
mary of them of the faim. Reduced &
subsidies dr exports would lower tax lur-
dens. ally, consumes will beneit from
a wider\ariety of available products and
the stimulation of geneal economic
growth.

Despite signitant pogress in opening
markets oer the past seral years,
agriculture remains one of the mostagor
tected and subsidézl sectes of the vorld
econony. Because Ub. agricultural pro-
duces ae among the most competiin
the world, trade distations in ariculture
tha limit access to méets ae a paticu-
larly pressing issueof the US. Although
bilateral trade greements anddde dis
putes pusued under &/TO framavork
by the US. govemment will emain im-
portant means of openingieign makets,
multilateral negotiations thiough the
WTO process & necessgrto compe-
hensvely address issues shas high
taiiffs, export subsidiesand other &mde-
distoiting practices.

If the U.S. leaves it to other n#ons to
form nev trade pacts and vte future
rules br trade U.S. produces, proces
sors, and &porters could be Ba major
disadriantagye in the competitie maket
place of the 21st centurFor the US. to
contirue to ply a major ole in witing
the wles of intenational ayricultural
trade it will need to paticipate in these
negotiations. Rast-tad authoity would
increase the &éctivenessefficiengy, and
speed of sut neyotiations.

Ronald G Trostle (202) 694-5280
rtrostle@econ.ggov

Upcoming Reports—USDA’s
Economic Research Service
The following reports will be
issued electronically on dates
and at fimes (ET) indicated.

November

12 Feed Outlook (4 pm)**
Oil Crops Outlook (4 pm)**
Rice Outlook (4 pm)**
Wheat Outlook (4 pm)**
Vegetables & Specialties*
Agricultural Outlook*
Livestock, Dairy, & Poultry
(12 noon)
Coftton & Wool Yearbook*
U.S. Agricultural Trade Update
Food Security Assessment™*
Potato Facts

18
19

20
24
26

*Release of summary, 3 pm.
**Available electronically only.
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Ag Trade
Opportunities in
Southeast Asia
Tamong the fastest growing in the
world in the 1990’s, emerging as

key markets for a wide range of U.S.
agricultural commodities. Imports from
the U.S. totaled a record of almost $3.3
billion in 1996.

he economies of Southeast Asia 4

Together the Philippines, Indonesia,

Thailand, and Malaysia—the largest ma
kets in the region—increased imports of
U.S. agricultural products at an annual

rate of 17 percent from 1990 to 1996, angdents to a wider variety of food choices

this growth accounted for 10 percent of
the expansion of U.S. agricultural expor
over this period. The Philippines and
Indonesia are the largest U.S. markets
among the four countries, but Malaysia
has been growing the fastest.

Southeast Asia emerged in the 1990’s &
market for U.S. agricultural exports,

despite its substantial agricultural sector.

The region remains a strong producer al
exporter of tropical products, but has
become an importer of commodities
grown in temperate climates, such as
wheat, corn, soybeans, and apples. A va
ety of factors—principally rapid econom
ic growth—have driven the demand for
U.S. agricultural products. However, the
recent currency devaluations in the regi
which sharply boost import prices, are
likely to curtail import growth in the
short run.

Export Markets Expand
With Rising Incomes

Long-term economic forces have led to
sharp increase in U.S. agricultural expo
to Southeast Asia. Underlying the increg
are the effects of economic growth and
urbanization on consumption patterns; @
matic and land resource constraints on
region’s agricultural sectors; expansion
textile and leather product manufacturin
drawing on the region’s low-cost labor;

and import policy changes.

I-and bread made from wheat, to save tin

=)

Since 1990, income growth as measure
by gross domestic product rose 6.8 per-
cent annually in Southeast Asia, and mca
of this growth was concentrated in urbal
centers. Rising incomes and urbanizatig
explain much of the import consumption
increases occurring in Southeast Asia.
Higher incomes allow for consumption @

'fnore expensive foods such as meat an
fruit products.

From 1984 to 1994, meat consumption
increased more than 4 percent annually,
compared with an annual increase of le
than 1 percent in cereal consumption.
Also, wealthier households purchase m
processed foods, such as instant noodle

spent in food preparation. Finally, urban
residents have easier access than rural

including imported items.
S

Changes in the population’s consumptig
patterns are outpacing the capacity of

the Philippines, and Thailand, rice and
harvested. Malaysia’s crop production

Agriculture is still a key sector in the ec

d domestic agricultural producers. Land
resources of the region are best suited for

stropical crops. Thailand is a significant

n producer and exporter of rice, cassava,

nsugar, poultry meat, and rubber. Malaysia
and Indonesia are large producers and
exporters of palm oil. The Philippines

f produces and exports coconut oil and

J sugar.

To meet the demands of rising meat con-
sumption, more corn and soybean imports
are needed to supply the feed require-
sanents for expanding livestock sectors.
Although corn and soybeans are grown in
prE€outheast Asia, yields are low compared
pswith temperate climate standards because
nesuitable varieties have not been developed
for tropical environments. Consequently,
resstput expansion tied to rising yields will
, be limited.

Converting forest land to agricultural use
nis one possibility for output expansion.
Land conversion in the 1980's was an

Regional Agricultural Profile

onomies of Southeast Asia. In Indonesia,
corn account for 50-60 percent of the area
is dominated by two tropical tree crops—oil

palm and rubber. Tropical tree crops are also important in Indonesia (coconut, rub-
ber, oil palm), Thailand (rubber), and the Philippines (coconut). Rice is the princi-

=

pal staple food in all the countries, with corn, cassava, and soybeans having minor

roles, except in the Philippines and Indonesia where these three crops have been
important foodstuffs since colonial times.

D

Corn has been grown primarily as livestock feed in Thailand, and now increasingly

for feed in the Philippines and Indonesia. Corn supplies livestock sectors dominated
by poultry and swine. Poultry is the largest livestock sector everywhere, except for
the Philippines where swine are dominant. Livestock in the region is produced to

supply domestic demand, except in Thailand, which is a major exporter of poultry

meat. For the region as a whole, the e

xpansion of poultry and pork production

occurred within a structure of large-scale commercial farms and intensive livestock

operations. Pork production is limited i
Indonesia and Malaysia.

Cattle feeding is limited, as the region

n the predominantly Muslim countries of

lacks extensive grasslands for cow-calf herds.

The Philippines and Indonesia import range cattle from Australia (more than 500,000

is crucial in the region despite the prod
and copra meal. Because of their high
meals are unsuitable for nonruminants

head in 1996) for short-term intensive feeding. Dairy production is also limited.

The two major feedstuffs in Southeast Asia are soybean meal and corn. Soybean meal

uction of large amounts of palm kernel meal
fiber and low protein content, these tree-crop
such as poultry and swine which predominate

in the region. As poultry and swine production expands, demand for imported corn
and soybean meal will rise, providing increased opportunities for U.S. trade.
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important factor in the ®pansion of gri-
cultural output as mar than 12 million
hectaes (dout 30 million aces) was
converted to agricultural production. But
ervironmental cons#ints and theising
cost of nev land deelopment hee
slowed epansion. InThailand in paticu-
lar, extensve deaiing of upland agas or
growing con for export has led to sere
erosion and Iboding poblems.

The lagest county in the egion,
Indonesiastill has &tensie aeas in top-
ical forests,and lage-scale pojects ae
planned to corert more forest land to
field crop and tee cop pioduction. One
patticulaly large pioject involves conert-
ing 1 million hectages of brests to aop
production on the island of Kalimantan.
The peasoils of the aza,however, will
slow the conersion pocess because the
soils ae not ety fettile, cannot hold
moistue easy, and tend to subside

Besides constints on &panding poduc
tion, domestic supplies of geral key
agricultural inputs br manufactuing ae
also limited thereby heightening theale
of imports. As high wages in EasAsia
reduced the competigness of their
clothing and lether goods indusies,
these lhorintensve mamfactuing oper
ations shifted to laver wage Southeast
Asia and ChinaWwith this shift,Southeast
Asian impots of US. cotton and a#le
hides inceased shaly over the last
decadeespecial for Thailand and
Indonesia. Cotton is not a compefiti
crop in topical dimates,and domestic
supplies of ctile hides ag genenlly of
low quality, from old daft animals iose
hides hae been danged over a long lie
or through ingpropriate slaughteng
practices.

The egion’s poliey regimes afecting
imports vary, but generlizetions can be
made aarss thee boad céegories of
imported items; stale foods,intermediae
inputs br manufactuing, and consumer
products. Southeastsian govemments
have typically protected their domestic
produces of stale foods—paticulary
rice and sgbeans—and h& sometimes
contolled the impat of whea, an
increasingy important foodstuf. The
import of intemedide inputs—e&edstufs,
cotton,and cétle hides—is gneally less
regulated than stale foods.The impot of

consumer grducts,patticulany livestok
products,is highly regulaed and/or tasd
to protect domestic duction.

Trade & Consumption
Begin to Shift

Rice is the egion’s traditional stale food
But with diet dversification, the substitu
tion of other dodstufs for rice is leading
to changes in impot patems.Whea
imports ae rising as bead and noodle
consumption ineases. Eedstuf imports
are xpanding to poduce the needed/é-

stok products br increased consumption
of meds. Hoticultural impots ae up as
higher incomes—and sometimesvir
import taiffs—male these consumer
items afordable to a wider ange of the
populdion.

Staple foods.Most Southeasisian cour
tries hae traditionally placed a highalue
on self- suficiencgy in rice. However,
these counies hae been signitant
importers duing pefods of une&pected
production shdfalls. For example poor

U.S. Exporis to Southeast Asia Are Concentrated in Four Markets
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Food Grains and Feed Are Largest U.S. Ag Exports to Southeast Asia
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wedaher conditionsdrced Indonesia to
import 3 million tons of ice in 1995,
more than thee times the el of impots
in 1994.While these impds made the
county the world’s laigest ice impoter,
they were still only 9 pecent of its total
rice consumption. ughts causedytthe
current El Nifio m# result in lagerthan-
nomal rice impots by both Indonesia
and the PhilippinedVhen ice impots
are needegthese countes use their
govemment-contolled stde trading enter
prises to limit impots to taget levels.

Whed-based prducts ae an inceasing
part of SoutheasAsian diets. In the
Philippines,Indonesia;Thailand and
Malaysia,whed's shae of total vihea
and ice consumption has ireased fom
12 to 19 pegent wer the past decad&he
region’s consumption geem of whed has
also dhangd Demand ér whea-based
oriental noodles haspidly increased For
example in Indonesiathe lagest whed
importer in Southeagisia, consumption
of noodles as a shewof whed consump
tion has douled to 55 perent in the past
decade

For the egion as a wole, oriental noe
dles nev account ér ebout 42 pecent of
whed use The inceasing consumption o
oriental noodles is noterthy because
Australia’s white whed is often &vored
over U.S. had red whed for cetain popu
lar types of dental noodles—péiculaly
in Thailand and Malgsia,where the US.
shae of the vhed market is elatively
small.

Soybean poducts a@ an impotant souce
of protein for people in Southeassia,
paticulary in IndonesiaThe tendeng
has beendr govemments to prtect their
domestic spbean poduces from lowver
cost poduces outside theegion by
resticting impoits and assessing impor
duties. But as theegion’s livestod sector
expandsthese policies @ coming under
increasing ballenges flom local Eed
marufactuers and Westo& produces
looking for cheger feedstufs to fuel
rapid development.

Feedstufs. Com is impotant as both
foodstuf and eedstufin SoutheasAsia.
However, the egion’s trade in con is
relaed pimarily to feed useAcross the
region, food use is becoming a smaller

Southeast Asia’s Currency Crisis

Since dily of this year the counties of Southeagisia hare been thedcus of the
world’s financial makets. County after county in the egion has beendirced to
devalue its curengy, lowering estim&es of economicrgwth in the near ten. The
disaray in the fnancial makets has also dimmed.8l export prospects to the
region for the near ten.

Economic gowth in Thailand IndonesiaMalaysia,and the Philippines has been
fueled ly export expansionjargely of processed @ricultural products and non-
agricultural products.The pincipal makets br these eports hare been the LS.,
Japan,andWesten Euope Mary of these gport products ae from facilities
financed l foreign investos taking astantaye of lov-cost ldbor. Malaysia,
IndonesiaandThailand hae been among the top 1€cipients of éreign dilect
investment among geloping countes since the 197¢!

Most Southeasisian counties had pgged their curencies to the LS. dollar.
When the dollar dipped elative to the gn in the 198®, Japanese ivestmentsin
patticular, flowed in and bheg exports flowed out. Southeastsian counties’ poli-
cies of linking their cuencies to the L. dollar patially undeties the fnancial ci-
sis tha has svept through the egion since dly of this year As the dollar gined in
exchang value gainst the gn and Ewpean cuencies Southeasfsia lost eport

competitveness wer the past gar

The exchang rates of these coungés ae nav floating after lage devaluaions
against the US. dollar The curencies ofThailand IndonesiaMalaysia,and the
Philippines (as of mid-October) hadogped 3133,23,and 22 perent since edy
July. This ciisis is still unblding, and its consequencesr fSoutheasAsian naional

economies @& uncetain.

propottion of use as Viestok industies
expand epidly.

The \alue of lvesto& amounted to oml
15 pecent of total gricultural output in
Southeasfsia in the lée 19705 and
19805. Gowth in livestod output bgan
outpacing aops in 1990adieving a 20-
percent shag by 1995.Although the
region’s domestic car production will
increaseit is not expected to ke pace
with the apidly expanding lvestok see
tor, a trend shaply reinforced when
Thailand—the egion’s only major con
exporter—recenty switched flom
exporter to impoter of con.

To ensue adequie feedstuff supplies,
these counies ae epected to tye their
feed manfactuers easier access tone
cost impoted con and sgbean meal.
For example to reduce éedstuff costs,
Indonesia degulated sybean meal
imports in 1996. RILOG, the county’s
stae trading entgurise, no longer contols
the impot of meal,and £ed manfactur
ers can diectly import soybean meal as

neededThailand eplaced its system of
approving con and sgbean meal impds
on a caseypcase basis with a iéf-rate
guota system in elgr 1997.

U.S. exporters ae sometimesta disad
vantage in suppying feedstufs in the
region because L$. exporters use lager
ships than some of thegion’s pots can
handle Chinese car exports, for exam-
ple, are transpoted in smaller ships mer
suitable for sud potts.

Consumer products. The leading hdi-
cultural exports to the egion are gples,
grapes,frozen pot#oes (fenc fries),and
citrus. Makets br these tempete di-
mate pioducts hae gown rapidly as tade
bariers and taffs have beeneduced For
example fruit imports by Indonesiawith
the lovest aerage income of thedur
counties, have gown rapidly since limits
on fruit impotts ended in 199Tariffs
have been cut twice and.8 fresh fuit
exports to Indonesia he& inceased ma
than twenty-fold from 1990 to 1996.
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Tempeeste-dimate pioduct impots by
these topical counties ae likely to con
tinue to &pand as incomesse. Impotts
of frozen frendh fries should contine to
grow with the &pansion of westen-style
fast-bod estauants.Although potéoes
are an impotant cop in Southeasisia,
mary Asian consumex pefer the barac
teristics of US. frend fries.

U.S. med exports toAsia have expanded
rapidly, but not to Southeagtsia. Impot
markets br U.S. meds in Southeasisia
are limited mosy to hotel andestauant
sectos, pattly because ofavemment
policies tha restict mea impoits for
other domestic uses. Indonestze

Philippines,and Thailand egulae mea
imports thiough tade estictions and
licensing and Malagsia licenses
importers.

In addition to these polig barriers to
trade the lak of refrigeration infrastuc
ture often limits the impdrof peisheble
products,suc as fesh fuit and mets.
Without refrigeration, it is difficult to
transpot pelishéble products inland fom
ports without &cessve spoilae.

Long-tem agricultural impot patems in
Southeasfsia hare piovided a wide

range of oppotunities br U.S. exporters
of products made &m tempegte-dimate

crops.The cureng crisis in Southeast
Asia will slow impott growth in these
counties for the near ten, patticulaly
for consumer mducts. But the dalued
currencies could boost the compefti
ness of Southea#sian tetile and lether
expotts, resulting in inceased demanaif
cotton and ddle hides. Once thesgion’s
economies stilize, more trade oppdu-
nities will develop as consumption pa
tems continie to @olve with iising
incomes jncreasing urbanizan, and
changng trade policies.

Gary Vodke (202) 694-5241

gvocke @econ.g.gov
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Multiple
Jobholding
Among Rural
Workers

uring the 1980’s the multiple
Djobholding rate for the nation

increased significantly from 4.9
percent of the work force in 1980 to 6.2
percent in 1989. Since 1989, the overal
multiple jobholding rate has held steady
at around 6.2 percent. In rural areas, hg
ever, the rate remains higher than in urk
areas, although the nearly 8-percent rat
of the late 1980’s has fallen in the 1990
In 1996, 1.7 million rural workers held
two or more jobs, a rate of 7.1 percent.

While farming remains important as a
source of jobs and income in many rura
areas, it is no longer the dominant rural

industry, and even for the remaining farm

households, the nonfarm rural economy
a critical source of employment and
income. The largest share of rural jobs
and recent employment growth has
occurred in the service sector, mirroring
the urban employment picture. Rural
workers are employed in a wide range ¢
occupations related to recreation, retire-
ment, and natural amenities, as well as
the financial, insurance, real estate,
telecommunications, and retail industrie

»n @

ir

About one in five rural workers employe
in farming, forestry, and fishingeld more
than one job in 1996. Some of these
workers were farmers who held off-farm
jobs. Others were workers who took seg
sonal farm jobs in addition to their prima
ry employment. Among rural workers
who held more than one job, the largest
percentage of second jobs was in farmi
forestry, and fishing occupations (19 pe
cent). Farming was the most common s
ond job for moonlighters in blue-collar
occupations including protective service
(20 percent), precision production and
craft (42 percent), machine operation ar
assembly (23 percent), and transportati
(37 percent), and among handlers, clea
ers, helpers, and laborers (33 percent).

d occupations such as health assessment
and treatment (9 percent), technicians (11
percent), and college and university teach-
ers (10 percent) had high multiple job-

1-holding rates, as did rural workers in

-administrative support (8 percent), techni-
cians (11 percent), and police and fire-
fighters (10 percent).

ng,

- Many of the second jobs held by rural

E4vorkers were irservicesandsales occu-
pations(18 and 15 percent). About 37
percent of rural moonlighters were self-
employed in their second job, with the

dIargest share in service industries. In con-

Pltrast, only about 15 percent of workers

-who held a single job were self-employed.

Most rural workers took a second job in

the same occupation as their primary job,

5 or in a related field, but many second jobs
were seasonal or low-paying jobs that
supplemented earnings to meet basic liv-
ing expenses. Workers most often claim

f financial reasons for holding two or more
jobs. About 44 percent of rural workers
with more than one job in 1989 and 42
percent in 1991 held multiple jobs to meet
household expenses or to pay off debts.
Evidence suggests financial reasons have
remained a primary motivation. Rural
workers whose median weekly earnings
were in the lowest fifth had the highest
multiple jobholding rate (8 percent) in
1996.

Professional specialty occupations
accounted for 13 percent of second jobs
held by rural workers, and rural workers
whose primary occupations were in pro
fessional specialty fields were the most
likely to hold more than one job. Many @
these occupations have flexible work
schedules, or regular time off, allowing
workers to take on other jobs.

Rural elementary and secondary schoo
teachers were the most likely to hold a
second job, with a rate of 12 percent.
Teachers also accounted for the largest
absolute number of rural multiple job-
holders. Other professional specialty

W_

The Current Population Survey

This analysis draws on data from the 1996 Current Population Survey (CPS), a
monthly survey of households conducted by the Bureau of the Census for the
Bureau of Labor Statistics. The CPS provides detailed information on the labor
force, employment, unemployment, and demographic characteristics of the rural
and urban population.

The CPS derives estimates based on interviews of about 47,000 households that are
representative of the U.S. civilian noninstitutional population 16 years of age and
over. Labor force activity is based on respondents’ activity during the third week of
each monthPrimary jobis defined as the job at which the respondent worked the
most hours. As a result of these survey specifications, farm work may be recorded
as asecondary jolif more hours were devoted to an off-farm occupation during the
survey week, even when the worker would identify him/herself as a farmer.

Estimates of the basic demographic statistics in this article are based on the full
CPS monthly samples, while detailed information on occupations is based on sur-
veys of a quarter-sample of respondents each month. Because of changes in the
CPS during 1994-95, the 1996 survey marks the first time since 1993 that annual
rural and urban data have been available, and the first time since 1991 that multiple
jobholding data have been collected.
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The Demaraphics of

Multiple Jobholding The Most Common Second Jobs Among Rural Residents Are in
Farming-Forestry-Fishing Category

The geaer the edudional levels a oral
worker reported, the geder the lilelihood
that the worker held a second jol®nly 4 Support Professional
percent of high skool diopouts held nl- R sp;cmw

tiple jobs,compaed with 10 pesent of Execufive,
workers with a 4-gar collge dayree Sales g%’:“g‘;’rfg:"e

Workers with high leels of eduction occupations
may find it easier to gt a second job
because thehave moe specialied
knowledge and skills thiaare in demand

Farming, forestry,
fishing

Although workers with moe eduction e fions Precision production,

may have financial rasonsdr moonlight machine operators,

ing, nonfinancial easons mastrongly fransportation, laborers

affect their decision to ark a second jab

For example a second job maprovide Primary Job Secondary Job

experience needed to enhance arker’s
primary occu p;ﬁon_ In adlition, workers Source: 1996 Current Population Survey, Bureau of Labor Statistics, U.S. Department of Labor.
with higher levels of educion may have Ernnam i~ Dacnnes h QAndna 11RNA

more flexible sdedules thiapemit taking
a second jobFor example occupaions
like teabing and mirsing tha demand el-
atively high levels of eduction and hae
reldively flexible shedules also ha
high rates of moonlighting

Rural Multiple Jobholding Rate Is Highest in the North Central Region

The multiple jobholding ete was the
same 6r rural men and wmen—7
percent. Men outambeed women slight
ly in the dsolute mmber of nultiple job-
holdess, compiising 54 pecent of all ural
multiple jobholdes. Maried men vere
more likely than single men to beutti-
ple jobholdes, while maried women
were less lilely to work a a second job
than single wmen.

While the nultiple jobholding ate for
rural men and wmen vas vitually the
same their work schedules were not.
About 83 pecent of ural men viho
worked moe than one job in 1996 usual
worked full-time on their gmary jobs
and pat-time on their secondgijobs.
About 14 pecent of ural men vorked

® Top 25 percent
Third quartile
Second quartile

patt-time in both pimary and secondsr e Boffom 25 percent
jobs,while about 5 pecent worked full- No nonmetro areas
time in both jobs. In CO.MISI,_OHIV 55 per Source: 1996 Current Population Survey, Bureau of Labor Statistics, U.S. Department of Labor.
cent of ural female nultiple jobholdes Economic Research Service, USDA

worked full-time in their pimary jobs and
patt-time in their secondgrjobs.About

42 pecent held rltiple pat-time jobs. | iipje jobholding ate inceased with | after e 54. In urban @as,in contiast,

ead working-age goup,up to ajes 45- workers gge 45-54 had the Yeest multi-
Middle-aged wral workers, 45 to 54 54: 6 pecent br teensy pecent br ple jobholding ate—6 pecent—and
yeass, had the highest aitiple jobholding | workers age 20-24 and 25-34nd 8 those ge 20-24 the highest—7 pmamt.
rate of ary age gooup,at 8 pecent.The percent br ages 35-44The ate dedined
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The moonlighting ate for rural whites
was 7.5 pearent,followed ty blacks & 5
percent and Hispanics 4 pecent. But
blacks worked an serage of 51 hous per
week & their nultiple jobs,compaed
with just over 50 hous for Hispanics and
just under 50 howrfor whites,palleling
the patem found in urban aas.

In the Noth Cental region, rural multiple
jobholding rtes were higher aass all
major occuptonal and demgraphic
caegories.A high propottion of lower

paying jobs and a lge rumber of jobs in
faming, forestry, and fshing in these
staes likely contiibuted to the high mwti-
ple jobholding ate. Net outmigation and
low unemplyment etes in maw rural
areas in these dies hae also povided
more oppotunity for workers to tale a
second jobThe highestates of nultiple
jobholding in this egion were in
Minnesota andVisconsin (both 12 per
cent); Nédraska,Montana,and Kansas
(11 pecent eah); and lava and South
Dakota (10 perent eah).

The stdes with the lavest etes of ural
multiple jobholding vere in the South and
Southvest. South Calina andArizona
had the lavest ete & 3 pecent,followed
by Tennessee and Gem & 4 pecent.
High inmigration and unemplgment etes
in these sti@s,relaive to other egions,
may have helped ke the nultiple job-
holding tes law.

Timothy S Parker (202) 694-5435
tparker@econ.g.gov

Watich for. ..

The outlook for rural credit
and

A status report on minority farmers in the US,

.. . in upcoming issues of Agricultural Outlook
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NIS & Baltic Countries
Look to Join the WTO

status vis-a-vis all other WTO members, access to the WTO dis-
pute resolution process, and the right to participate in future
negotiation rounds.

However, joining the WTO is a lengthy, involved procedure. An
applicant country’s trade regime, economic policies, and laws
must be reviewed by a WTO working party to determine its
compliance with WTO rules, and bilateral negotiations on mar-
ket access for trade in goods and services must be completed.
Out of the working party meetings and bilateral negotiations
(between the acceding country and individual WTO members)
come the applicant’s terms of membership—i.e., its Protocol of
Accession.

Assessment of NIS and Baltic policies in the context of WTO
rules is complicated by the transitional nature of these countries’
economies. For agriculture, several problematic issues—e.g.,
state trading activities, food safety and product standards, and

NIS and Baltic Countries Comprise Nearly Half of
WTO-Accession Applicants

Country Population GDP
(1995) (1994)
Million $ billion

NIS and Baltics

Armenia 4 8

Azerbaijan 8 14

Belarus 10 58

wenty-nine countries are currently in the process of Sl Z =

. L Georgia 6 6

accession to the World Trade Organization. Nearly halfi Kazakstan 17 55

of the 29 are the Newly Independent States (NIS) of the  kyrgyzstan 5 8

former Soviet Union, and the three Baltic countries—Estonial Latvia 3 12

Latvia, and Lithuania. The accession has great potential to Lithuania 4 14

increase trade that would benefit current WTO members as ywi Moldova _ 5 12

as the acceding countries. Russ_lan Federation 150 721

Ukraine 52 189

. . . ) Uzbekistan 28 55

The Baltic countries and 10 of the 12 NIS—Russia, Ukraine, Subtotal 287 1,158

Kazakstan, Belarus, Uzbekistan, Kyrgyzstan, Moldova, Armeni

Azerbaijan, and Georgia (Turkmenistan and Tajikistan are the Others

exceptions)—have begun the application process. Since thege Albania 4 4

countries are high-cost producers of agricultural goods, partict ég‘;’t'g dia ﬁ 9(73

larly I|vestoqk and other high-value products, u.s. agriculture People’s Republic of China 1,203 2,979

could benefit from this trade expansion through increased SieriE 5 12

exports. With exports to these countries already expanding, th  Former Yugoslav Republic of Macedonia 2 2

main benefit of WTO accession, both to the acceding countrie:  Jordan 4 17

and to their trade partners, would be to restrain growing protec Nepal 22 22

tionist pressure which, if unchecked, could impede growth in| ~ Oman 2 17

: ; : ; Saudi Arabia 19 173

NIS and Baltic trade. As the NIS and Baltic nations establish Sevchellos o o

more market-oriented economic systems integrated into the Suﬁan 30 24

world economy, their producers are increasingly exposed to {0 fajpe; 22 257

eign competition, and producers’ response has been to lobby  Tonga o* 0**

strongly for protection. Vanuatu o* (0%

Vietnam 74 84

The U.S. and other WTO members would also benefit from Subtotal L S5

more transparent and predictable trade regimes in the accedir g 1,713 4,853

countries, based on WTO rules. Specific membership advanta 55 an50,000 #Less than $50 milion.

to the NIS and Baltic countries are most-favored-nation trade

Economic Research Service, USDA
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the level of domestic suppbto the fim sector—a& common
to most NIS and Baltic accessiofi$iese issues iae mainy
because the coumgs’ policies ae still to a lage dgyree gaed
to the nonmadeet system of theofmer Swiet Union.

Trade Gains FomWTO Accession
Are Potentially Large

The basisdr mutually beneicial trade betwen counies based
on compaative adiantage is tha a county beneits from eport-
ing those gods vhich it produces elatively efficiently—i.e., at
a lover cost—and impads goods it poduces less B€iently. But
during the Swiet regime the stee was not ery interested in
trade @ins tha could be obtainedybspecializing in the pduc
tion and &port of goods with signitant intenational cost
advantayes.

The USSRS goal was to be as economicalielf-suficient as
possitle—impotts were used toifl shortfalls in the econom
wide plan of poduction,and eports were used to pafor need
ed impots. The Swiet econory was not vell integrated into the
world econony, and its poduction tebinologies were typically
inferior to those of th&Vest.As a esult,large differences inel-
ative costs of pyduction br goods ingitably existed with other
counties—i.e, strong potential xisted br increasing mitually
beneicial trade based on compative ad/antage.

The USSR was a lev-cost poducer of ntral gas eldive to
world maiket piices,a medium-cost mducer of makinery and
equipmentand a gneally high-cost poducer of gricultural
goods—especiall med. The USSR wuld deaty have benet-
ed from trading moe low-cost gpods br high-cost poducts. er
example for an adltional unit of meanot poduced (a unit of a
good is deihed as the amount thaould sell br $1 on the
world maiket), the USSR could he used the 2.51bles of
resouces sged to poduce 25 mar units of ntural gas. If
exported the gas would hare eaned $25 on the arld maket.
With this mong, the USSR could then i@ impoted 25 units of
med, resulting in a substantiaktgain from trade of 24 units of
med. Although the Swiet Union was a &irly large exporter of
naural gas,it would hare beneted from producing and xport-
ing even moe @as,and flom pioducing less and impting more
med.

Just as the USSRasg a lav-cost poducer of ntural gas and a
high-cost poducer of gain and metreldive to the world mar
ket,a rumber of non-USSR couiws tha produced ér export
were high-cost pyduces of ndural gas and la-cost poduces
of agricultural goods elaive to the USSRThese countes
would hare cained fom exporting more meato the USSR in
order to puchase mag ndural gas.

The geder the diference betwen elaive poduction costsdr
various gpods,the geaer was the potentialof the USSR to
expand pofitable trade based on comtive ad/antage.
Econonywide, Soviet relaive costs of pyduction difered sub
stantially from the pices of gods taded on the wrld maket,
indicating tha the county’s foreign tade vas fir belav the level

USSR Had a Significant Comparative Ad vantage in
Producing Natural Gas Over Grains and Meat

Product Production cost*
Rubles

Natural gas 0.1

Machinery and equipment 0.5

Grain 1.2

Meat 25

*Estimated cost in rubles in the Soviet Union of producing an amount of a good
(or product group) that sold for $1 on the world market during the 1980's. Costs
were calculated using standard method developed in the West for computing full
economic cost of producing goods in the USSR.

Economic Research Service, USDA

that would have maximizd @ains flom trade based on comgar
tive adrantage.

A good xample of Swiet trade & odds with compaative ad/an
tage involved ayriculture. Although the USSR s a high-cost
producer of megrelaive to gain, during the 19805 the county
imported lage amounts of @in rather than metaThis behsior
was inconsistent with its com@ive ad/antage, but was initig-
ed as a ntter of stée poligy beginning in the edy 19705 when
the Swiet regime decided to substantialincrease the Viestok
sector From 1970 to 1990Soviet output of meand other ire-
stok products ose ly about 50 perent.The incease \as
achieved however, only a very high costs of prduction.The
Soviets were pushing the rgwth of livesto& production
throughout the counyr but paticularly in nothem regions.
These agas lak agriculturally rich land; hae cold ¢imates,
which means a shtar gyricultural season asell as high hea
ing costs 6r livestok; and ae gain-defcit produces, requiling
most fed to be @inspoted in fom other agas.

Since economiceform began in the edy 19905, the NIS and
Baltic countres hae substantiayl reduced both theirdestok
sectos and their gain impots, and h&e inceased maampotts.
In 1996 these courés impoted over 2 million tons of mea
from outside theegion, compaed with aerage anmal mea
imports of @out 850,000 tons dung the 198Gs.

Although the NIS and Balticegion as a Wole gppeas presenty
to have a compattive disadantaye in ayriculture, favorable land
and dimate in cetain counties within the egion probéebly give
those countes some compative adrantage in ariculture.
Ukraine and Kazakstan in pizular ae likely to be net gricul-
tural exporters, especialy of grain.

Since eforms b@an,the stucture of NIS and Baltic aide has
been bangdng, especial in agriculture, but the egion has not
yet eploited its full potential ér expanding tade accating to
compastive ad/antaye. In real tems, aggregate NIS tade with
naions outside theegion is not nuch greaer than dung the
Soviet peiod, and has actualifallen in eal tems for most
imported items.
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How a Country Joins the WTO

TheWTO huilds on its pedecessothe Geneal Agreement
on Tariffs andTrade (GAT), by incomorating the esults of
the Uuguay Round (UR) of tade ngotiations, which
strengthened»asting les and inimduced ne disciplines in
the aeas of tade in serices and intellectual ppety rights
(AO December 1996All UR agreements plus the amended
version of the GAT (known as GAT 1994) brm the basis
for accession mptiations.As a lesult,accession to thé&/TO
has become mercomple.

Article XII of the Final Act—the legal document containing
the tets of all povisions @reed upon ding the UR—sttes
that ary county or searte customs teitory with full
autonony in formulating trade and economic pojican
accede to th&VTO, under conditions rgotiated ty the
acceding counyrandWTO membes. The accession pcess
begins when a countr requests theofmetion of a working
patty to consider its @plicaion. The working paty, open to
all WTO membes, reviews the aplicants trade and eco
nomic policies to assess their consisyewith WTO rules
and to deelop the tems of accessiormhis piocess helps
member counies better undstand the jplicants poligy
regime and its hility to abide by WTO trade ules.The
working paty also povides a érum for membes to identify
areas vhere the gplicant should mak changes to conbrm
with WTO rules.

Simultaneous with the arking paty processbilateral nego-
tiations ae held betwen the acceding couptand inteested
individual WTO membes. In gyriculture, these talksdcus
on estalishing commitmentsdr maket accessntemal sup
port, and eport subsidiesand on elaed issues sicas sani
tary and plytosanitay (SPS) meases. Genally speaking
the working paty process does not end until all héal
negotiations ae completed

One eason tade has notrgwn mote is the gneal political and
economic diauption tha followed the beakup of the Sdet
Union, as well as the disturbance taatte ceded ty counties
having to estalish their avn curenciesAlso, in the years
immedidely following indegpendencgall NIS counties resticted
exports seerely, imposing complete bansif some gods,par
ticulary foodstufs. Feaing maerial shotages,govemments
wanted to kep output within the coungr The dop in impots
was lagely the esult of two developmentsa fall of more than
50 pecent in consumetreal income dllowing piice liberliza:
tion—the lead polig of economic eform—and weak curencies
that kept impot prices high.

However, conditions impeding &de in the post-ingeendence
yeass ae gaduall being corected Political and economic
uncetainty has diminishedhew naional curengy maikets ae
functioning betterand most ®port contiols hare been elimina

The US. govemment,in prepartion for bilateral negotia-
tions, posts aequest in thé&ederl Ragister for puldic com-
ments on a countis accession and consults with thevae
sector to identify pority areas. Based oresponsesan inter
ageng/ committee chaired by the Ofice of the US. Trade
Representtive, develops a érmal U.S. request on tafifs and
other tade meases,which forms the basisor negotiations.

Once bilaeral neyotiations hae ended and theoxking paty
has conluded its eview, a piotocol pa&age is pepared
which consists of the arking paty report and a daft of the
Protocol ofAccession—i.g the tems of accession andyn
accompaning special povisions.After the working paty
approves these documentbey are submitted to th&V TO
membeship for final goproval, with a two-thirds ote needed
for goproval. The gplicant county becomes a member 30
days after its acqetance of the tens of accessiorgither ty
signaure or ty submitting poof of ratification, if the county
requires lgislative gproval.

The tems of WTO membeship ae contained in the Btocol
of Accessionwhich sets out a countis commitments to
meet the equirments of alWTO agreements and the GA
1994.Annexes to the Ratocol generlly contain special jr
visions,sud as shedules to phase out policiestthaust be
terminated by the dae of membeship.

Commitments to bind aneéduce taffs on aricultural prod-
ucts,negotiated bilgerally, are consolidéed into the
Agricultural County Schedule and anmxed to the Ritocol.
This shedule also contains commitments apa@t subsidies
and domestic suppAn acceding counyrmust ngotiate
maiket access commitmentsrftrade in other gods and dr
sewices,which are also annead to the Ratocol.

Shaon Shefeld (202) 694-5167

Shefiel@econ.g.gov

ed Real incomes in most NIS couet ae fising, and naional
cumrencies hee been ppreciding in real tems.

Since economic conditionsiftrade &pansion a& impioving,
the main bendfto both the wrld econony and the NIS and
Baltic countres from the ldter's membeship in theWwTO would
be to diedk growing pressue within the acceding courgs for
trade potectionism. Cuently, import restictions in most NIS
and Baltic countes ae not paticulaly oneous—br agriculture
or economgwide. In Russia and Uking taiiffs for most gricul-
tural impotts range from 10 to 30 peent,and quantitave
restictions on impots ae virtually noneistent,at least r now.

The elaively modeete ndure of oficial trade contols is a lga-
cy of the Seiet peiod. Under centl planning the stae’s stict
monopoy over foreign tiade insulted domestic duces from
the world econony, making conentional tade polig instru-
ments sule as taiffs and quantit@ve contols irelevant.
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However, maiket reform has &posed poduces, not only in agri-
culture tut thoughout the econoynto nev pressues,requiing
them to sell theirwn output,find their avn financing and meet
the dallenge of foreign competition. &ced with these pssues,
agricultural and industal produces thoughout the egion are
lobbying actiely for greder piotection.Tariffs on ayricultural
imports hare been gpwing, and sgeral countres hae enacted
legislation tha provides br the intoduction of gricultural
import quotas and other nonifdrbariers to tade

WTO accession auld counter prtectionist pessue and
encouege the estuctuing and gowth of trade along the lines
of compaative adiantaye. WTO membeship would lok the
NIS and Baltic countes into maxinum allovable taiffs for
agricultural impots, forbid most types of quantitee tade con
trols, and set upper boundsrfstde supparto ariculture.
Accession wuld also ma& NIS and Baltic tide policies mar
transpaent and pedictale.

WTO membeship would also bing the acceding courgs some
specifc advantayes:instant mostdvored-ndion treagment and
access to thé&/TO dispute meeanism,an impotant tool br
smaller counies with less economitnusde.” For example
access to th&/TO dispute meeanism vould be useful iyen the
chamges of dumping madeybvarious counties ajainst NIS
nations, often esulting in impar restictions—as in the case of
Russian értilizer exports to the EU Entry into theWTO would
also povide a setfor the acceding coumdis d the neotiating
table, allowing them to infuence futue WTO trade ules.

The gowth of NIS and Baltic gricultural trade thaWTO mem
bership would piomote would benet U.S. agriculture. The
severe contaction of the NIS and Balticdestok sectos duing
reform has substantigllreduced theegion’s laige impots of
grain, soybeansand sgbean meal used as animaéf which
has hur U.S. exporters of aricultural bulk products AO
Jaruary-Februaly 1997). Haevever, the egion has become a$t-
growing maket for processed and consumrerad/ high-value
food poducts,paticulady med. Since 1992U.S. anrual
exports of piocessedgricultural goods to Russia ka risen in
value fiom less than $100 million tdaut $1.2 billion. Br the
past 2 yais Russia has been the top destomafor U.S. poultry
med exports, which in 1996 eated nedy 1 million tons.

Accession Linlked
To Market Rebrm

To a lage deyree progress inWTO accession is crelaed with
the tent to vhich NIS and Baltic counies hae implemented
maiket reforms. Estonia and ltaia, two of the mosteformist
countiies in the egion, have made the most ggress in their
accession bids andVmalead/ begun to brmulate their
Protocols ofAccession. Russia and Wine two of the lagest
NIS countres involved inWTO accessiorhave alead/ had se-
eral working paty meetings and bitaral consultéions,and the
next working paty meetings a& steduled ér the end of 1997.
However, counties which ale ma/ing much moe slavly on
reform, such as Belans and Uzbekistamre only beginning the
accession rcess.

Poultry Leads Meteoric Rise in U.S. Meat Exports
To NIS/Baltic Countries

Million tfons
1.2
- . Poultry
09 L [ ] other meats
0.6 -
03 r
. ]
1992 1994 1996

Totals include fresh, frozen, prepared, and preserved meat.

Economic Research Service, USDA

Several potentialy problemaic issues imolving agriculture ae
common to most of the NIS and Baltic accessidhgse issues,
which aiise lagely because of theansitional nture of the
economies of these couieis,can mak it difficult to evaluae
their ayricultural policies in aVTO contet. Two of the main
areas of concer ale maket access—i.ethe extent to which a
county pemits impots—and intemal supparfor domestic gri-
culture.

Mar ket accessMost NIS and Baltic coungs,including Russia
and Ukaine have not imposed quantifae restictions on gri-
cultural impots. Insteadcurent oficial restictions consist pr
maiily of taiffs. This is consistent with the sjtiand ules of
the WTO.

Although in some NIS and Baltic couias agricultural tariffs
have beenising, they are not \et overly restictive. As men
tioned edier, in Russia and Ulaine taiiffs for major aricultur-
al impots range from 10 to 30 peent. Havever, some NIS and
Baltic countres,including Russia and Uking have introduced
minimum perunit taiffs in adlition toad valoremtaxes.The
combined taffs may raise the dective ad valoremrates,which
credes dificulties in ngotiating and then policing theventual
boundtaiiff rates (set ta rate tha cannot beeceeded). In adi-
tion, several counties hae enacted Bgslation providing for
introduction of impor quotas and other noniidrbariers to
trade measues vhich geneally violate WTO rules.

Another aea of concer involving maket access istae trading
In WTO patance stae trading is the xercise of specialights
and pivileges ganted to gvemment or nongvemmental enter
prises,which alter the diection or leel of trade All WTO mem
bers ae required to eport their use of ste enteprises to con
duct tade AO December 1996).



30 Economic Research Service/USDA

Agricultural Outlook/November 1997

Special Article

Almost all counties in the egion have ébandoned complete
stae contol over gricultural trade However, in the less
reformist counties sub as Belans and Uzbekistarhe staée
maintains swng infuence eer both the diction and wlume of
agricultural trade often though @encies pvatized in name
only. In Russia and c&in other countes, mary of the breign
trade oganizaions tha handled tade under the S@et regime
have been coverted to joint-stok companies in Wich the @v-
emment contines to hold (sometimes majy) shaes. In
Russiathis reldionship has iyen impetus to @nting tax
exemptions ér sut companiesas well as &clusive huying/
selling ights and concessionaledit tied to specifation of
import souces.

Since these prileged oganizdions ae lagely impotters rather
than eporters, the concessionggnted them ha probably
increasedrather than de@asedthe egion’s impots of food
stuffs. Hawvever, as the amay of policy instuments to potect
domestic ppduces dedines, the elaionship betveen the ste
and these ganizaions,as vell as other types of d&trading
arangmentscould be used as an inelat way to reduce
impotts.

Agricultural trade among NIS coungs also aises questions of
stae trading Much of this tade is conducted tbugh intestae
agreements thaspecify tade wlumes. Fequenty an NIS coun
try will authoiize a single companor egent to fulill an inter
stae trade greementThe use of a solegant to tade on a non
commecial basis mg constitute sti@ trading while interstae
barer tade greementsaise questions ofdde disdmination.

Sanitay and plytosanitay (SPS) issues and tedcal bariers
to trade (TBT)are futher aeas of concer regarding maket
accessThe NIS bod saéty and standds systemdargely
retained fom the Swiet pefod, might not fuly comply with
WTO rules. Most of these courgs lak a single inquiy point
for information on standals and SPSequirementsand thee is
cumrently inadequge transpaeng in the adoption and noitif-
tion of measws,as equired in the Ungugy Round SPS and
TBT agreements.

For example Russia has intduced ne labeling equirements
(scheduled to g into efect on My 1, 1997) Pbr foodstufs and a
holographic mak of conformity for cetain items.These egula
tions were not intoduced in @ manner consistent WitiTO pro-
visions onTBT'’s, as the @nspaeng/ requirments were not
obseved and a ansition peiod was not intuded in the dginal
legislation.

A final problem concening maket access in some coues,
paticulaly Russiajs the issue ofegional contols on aricul-
tural flows which ate often tied to the contired paver of pio-
curement ly local authoities. While most conils in Russia and
Ukraine hae been on thexport sidg some localities (sutas
the Serdlovsk and Mgadan egions in Russia) @& tuning to

taiiffs or other imparrestictions.Although most of these ac

tices violde fedeal law, cential govemment weakness vis-a-vis
the egions has made emfcement dificult. WTO membes will
seek ass@ances thiaregional policies will not undenine tiade
concessions metiated with the édenl govemment.

Inter nal support. The NIS and Baltic rtaons will be equired to
commit to eductions in domestic suppaf agricultural produc
tion. Ead county must quantify its leel of domestic suppbby
calculding and submitting to th&/TO an annal Aggregate
Measue of Suppar (AMS).

Eadc county commits to educe domestic supfdrom a base-
peliod AMS. For acceding counts the base pied is the thee
most ecent ears of vailable dda. For eat succeedingsar a
country’sAMS calculdion must not &ceed a ngotiated, gradu
ally dedining limit expressed as a pant of the base-ped
AMS.

Several problems common to most NIS and Baltic cousgr
male it difficult to compute the awal AMS, paticulary for the
base-pdod years. These compliding factors indude high infa-
tion, cgpturing suppor a the sub-naonal level (which is sizéle
in Russia)and handling the witing off of stae loans to gricul-
ture. Russias inflation rates in 19931994,and 1995 wre 840,
215,and 130 parent,and the ates in most other NIS couids
were higherWith inflation, the calculéed level of suppar can
differ from year to yar not only because suppbohas tiangd in
real tems,but because jwes and monetgrvalues in gneal
have been infted If the AMS for a county is to be gpressed
in its own cureng/, a common pproad to adjust ér inflation
has been toxpress all annal values in constantalue of a
given year

It is not likely tha suppot to agriculture will prove a major
sticking point in accession getiations,despite the difculties
encumbeang AMS calculdions. Most NIS and Baltic courndis
are fiscally weak,with little funds aailable for agricultural sup
port. Futhemore, stae supparin the iegion has &llen substan
tially from the Swiet pefod. During the lae 19805, total Swiet
budget subsidies to thegeculture and 6od econom were esti
mated d about 10 pecent of GDPIn contast,Russias agricul-
tural supporin 1995 fom govemmental bidget expenditue
(including tax beaks and soft loans) is estited d 2-3 pecent.

The specit terms of WTO accession arimpotant for U.S.
agriculture. Emphasis in rgotiations will be on ensimg maket
access opptunities though taiff bindings (settingates tha
cannot be xceeded) and themoval of all nontaiff bariers to
trade Transpaeng in haw stde trading entgurises conduct ade
is vital, so tha their actvities do not cicumwvent maket access
commitmentsAnd commitments to compiwith rules on SPS
measues andIBT's will be soughtio ensue thd sud bariers
to U.S. products a@ based on science or imtdional standats.
William Liefert (202) 694-5156

wliefert@econ.g.gov
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State Trading Enterprises:
Their Role As Importers

r many countries, the creation of a central agency, or

achievement of government policies such as assurance of a

dant, low-cost food supplies and stable farm prices. Most dis

sions of STE’s involve the export marketing boards, e.g., the
Canadian Wheat Board, that stabilize and support farm price
by encouraging trade expansion. But the import STE's that ¢
control or restrict trade are important as well, and often have
considerable power to control access to domestic markets. |
addition, in periods of bountiful supplies these STE’s may als
export agricultural commodities to support domestic farm pri

Under the Agreement on Agriculture in the Uruguay Round @

multilateral trade negotiations (completed in 1994), participati

countries agreed to increase access to their markets by con
ing quotas and other quantitative import restrictions to tariffs
subsequently reducing the tariffs over several years. Recogn
the importance of STE’s in controlling access to import mark
the Agreement on Agriculture explicitly prohibits countries frg

reverting to non-tariff restrictions, including “non-tariff measur:

maintained through state trading enterprises.”

WTO member-countries also committed to reducing their suj
port for agricultural producers. However, trading partners ha
expressed concern that lack of transparency in the operatior
STE importers makes it difficult to determine whether STE
importers actually restrict trade, and the extent to which they
subsidize domestic agricultural producers.
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Reviewing the classification scheme for importer STEsclas-
sification scheme which compares and contrasts the chief char-
acteristics of STE importers provides some indication of an
STE'’s potential to distort trade. This framework was previously
applied to STE exporter&\Q June 1997).

Ownership regim@rovides insights into the objectives of an

STE, its reasons for existence, its management, and its financial
linkages to the national treasury. Most STE importers are gov-
ernment agencies or corporations that were established to sup-
port and stabilize domestic consumer and/or producer prices.
Some STE importers, such as Japan’s Food Agency, contribute
“monopoly rents"—i.e., profits that result from buying on inter-
national markets at world prices and selling at much higher
prices in tightly controlled domestic markets—to their national
treasuries. Import revenues gained by STE’s may be transferred
to other agricultural agencies to support domestic farm prices or
subsidize consumer prices. Government funding may provide
insurance against risk for STE importers.

The product regime—i.e., range of products covered—defines an
STE'’s ability to differentiate its products and regulate the use of
substitutes. Some STE importers control trade in only one com-
modity, while others control trade in a variety of commodities
and their semi-processed products. If an STE imports a variety
of commodities and their processed products, it has more poten-
tial to affect market access opportunities.

Market regimeefers to an STE’s control of exports, imports,
\tg%mestic procurement, and domestic marketing. If an STE con-
D
FtUrading enterprise (STE), to handle domestic procurement
and to plan import needs is perceived as essential to th

s all four of these activities, its potential to distort trade is

STE’s & the WTO

STE'’s have been in existence for several decades. The
General Agreement on Tariffs and Trade (GATT), the body
of international law which preceded the World Trade
Organization (WTO) in regulating global trade in goods and
services, recognizes STE’s as legitimate participants in inter-
national trade but establishes guidelines on their behavior,
contained in Article XVII of GATT 1947. These guidelines
require STE’s to conduct their export or import trading
activities according to the principles of nondiscriminatory
treatment.

The Uruguay Round (UR) of multilateral trade negotiations,
conducted under the auspices of the GATT, was completed in
1994. Article XVII was incorporated into the GATT of 1994.
The UR'’s “Understanding on Article XVII” added a working
definition of STE’s to guide WTO member-countries in their
reporting of STE’s. The “Understanding on Article XVII”
defines STE's as “governmental and non-governmental enter-
prises, including marketing boards, which have been granted
exclusive or special rights or privileges, including statutory

or constitutional powers, in the exercise of which they influ-
ence through their purchases or sales the level or direction of
imports or exports.”
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likely to be nuch greaer than if it contolled fewer, or none
Many STE impoters, for example contol both impots and
domestic maeets.An STE tha contols its domestic méet and
imports mg choose to prtect administexd domestic pces ly
discourging impots. Most STE impders either imparthe
commodities themseds or contact with pivate trades for
imports either diectly or through a tender system.

Policy regimerefers to the policies\ailable to or administexd
by an STE to contl the fow of impotts. In the pastrade poli
ciessud as quotas and oight bans vere the pimary policy
tools used toastict impotts. In todg’s post-UR evironment,
non-taiff restictions nmust be cowerted to taiffs, which will
become the pmcipal tools of the ide AO December 1996).
Domestic policiesange from suppy contiol and pocutement to
the maketing of impoted gods. Br mary STE impoters, mar
ket regime and polig tools ae insgarble.

The list of major STE impaters is headed ¥ Japan’s Food
Ageng/ and Indonesig’Badan Uusan Laistik (BULOG).
STE's in Indonesiajapan,the Reubic of South korea,and
Mexico—all countres whose gvemments contl impoits of
celtain impotant stgple commodities—ar among the Igest
enteprises th&can be lassed as STE imptrs. The major
STE'’s from thesedur countres—the Korean Ministy of
Agriculture and lBresty (MAF) and the Krean Livestod
Products Maketing Oganizaion (LPMO); Bpans Food
Agengy; Indonesias Badan Uasan Lajistik; and M&ico’s

Japan's Food Ag ency Heads the List of Impor t-Oriented STE's 1

Compania Nacional de Subsistenciapaes (COMSUPO)
—are govemment gencies or cqrorations.An exception among
the major STES is &panTobacco,ncomorated the second-
largest STE impder, which was ecenty privatized

Japan. Japan uses jixe suppoats supplementedybstiict border
measues to maintain incomef its ayricultural produces. Since
November 1995the FoodAgeng of Japans Ministry of
Agriculture, Foresty, and Fsheies (MAFF) has contiled pio-
duction,pricing, and maketing of domestic Wwea and ice, as
well as the impdegtion and picing of impoted lice and most
imported whed.

Japan eported to theNTO three STES—its FoodAgeng, Japan
Tobacco/nc., and theAgricultural and Lvesto& Corporation—
for a mnge of ayricultural products. dpans FoodAgeng was
the sole impder of iice, whea, and baley, and nev administes
Japans WTO maket access commitmentsrfthose poducts.
Imports of whea and whed products ly the FbodAgeng aver-
aged $1.14 billion fom 1993 though 1995; Waed imports
accounteddr ebout 77 pecent of domestic supplies—gianing
stoks, imports, and domestic mduction—>br this peiod.

From 1993 to 1995Japan’s rice impots accounteddr 10 per
cent of domestic supplies.i@rto the Ungugy Round a ban
limited Jpans total annal rice impots to 20,000-30,000 tons,
destined ér Okinava, although the MAFF puhased ice when
neededRice andice pioduct impots jumped temparily to 2.5

Average import U.S. market
Country SHIE Commodity value, 1993-95 share, 1993-95
$ million Percent

Japan Food Agency Wheat and intermediate products 1,145 56
Indonesia BULOG Wheat 608 3
Japan Japan Tobacco, Inc. Leaf tobacco 593 47
Japan Food Agency Rice and intermediate products 513 212
Korea3 Livestock Products

Marketing Org. Beef 432 48
Pakistan® Min. of Food, Agric.,

and Cooperatives Wheat 378 50
Indonesia BULOG Rice 350 2
Mexico CONASUPO Milk powder 329 25
Turkey Soil Products Assoc. Wheat 166 25
Tunisia Grain Board Wheat 164 85)
Morocco National Sugar

and Tea Office Raw sugar 125 0
Malaysia Padiberas Nasional Rice 121 <1

Berhad

1. STE importers with 1993-95 average annual imports in excess of $100 million. Some of these STE importers are from countries that reported no STE activity to the
WTO. 2. U.S. market share of Japan's rice imports under its WTO tariff-rate quota was 46 percent for 1995 and 1996. 3. The LPMO purchased 90 percent of Korea's
beef imports in 1993, 80 percent in 1994, and 70 percent in 1995. Private firms participated in the remaining beef imports under a Simultaneous Buy-Sell (SBS)
System. The private-sector (SBS) share of Korea's imports increased to 70 percent in 1997. 4. Pakistan opened imports of wheat to private traders in 1991. However,
government procurement and resale policies for domestically produced wheat continue to limit private trade.

Sources: Japan and Korea trade statistics; International Grains Council; Food and Agriculture Organization, United Nations; Foreign Agricultural Service, USDA.

Economic Research Service, USDA
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million tons in 1994yalued & $1.48 billion,due to a majorice
crop failure.

In the Uuguay Round Japan @reed to open itsce maket to
imports of 379,000 tons (4 peent of base-pe&rd consumption)
beginning in 1995. dpan’s minimum access commitment will
douHle by 2001,the end of the implemeritan peiod. Japan
also ngotiated a maximm mak-up of 292 ¥n per kilgram
(about $2,500 a ton)f rice impots sold in the domestic
market.

Japan also has WTO taiiff-rate quota ér whed of 5.65 million
tons in 1995which will rise to 5.74 million in 2001 .apan’s
maximum mak-up for whea imports of 53 yen per kilgram
(about $457 a ton)will fall to 45.2 n per kilgram (dbout
$390 a ton) in 2001adan also has arver-quota taiff for
whea of 65 yen per kilgram,which will fall to 55 yen per kile
gram in 2001The mak-ups eflect Jpans supparfor its
domestic ice and vinea produces. High mak-ups br whed
and ice ae encougging impotters to puchase mae highly
processed Wwed and ice pioducts sulc as pepared dough.

The FoodAgencg/ conducts gneal tendes for its lice impots as
well as tender under a Simitaneous Buy-Sell System (SBS)
which allows piivate firms to popose ice puchases thifit their
specifcations. Fom April 1996 thiough Mach 1997,SBS ice
imports accounted owlfor ebout 5 pecent (22,000 meit tons)
of Japan’s rice impots under its minimmm access commitment.

Registered ABpanese and intedional trading frms bid br whed
imports under tendsrconducted yothe FbodAgeng. The Food
Ageng confers with flour millers and other Wwed uses to
estdlish tender spediations. For impot quantities hove the
WTO taiiff-rate quotaprivate firms ae alloved to impot whed
directly. Over-quota whed impoits amounted to merthan 1.5
million tons in 1995pr 25 pecent of total vinea impotts, but
dropped to almostero in 1996 Whea flour millers also ag per
mitted to impot whea directly if they plan to &port the four.
On average, about 300,000 tons of ked flour has beenxgort-
ed anwally.

Japan’s Ministry of Agriculture, Forestr, and Fsheiies contols
the domestic m&eting and prcing of rice and wed. Jpans
rice gowers sell their ice to local gricultural coopeatives
which, in tum, maiket the ice to pefectual coopeatives.Two
official channels domirte ndional-level procurement—the Bod
Agengy, which procured @out 15 perent of domesticall pro-
duced ice in 1996,and two major assoctins of coopeatives.
About half the ice pioduced in dpan is maketed though these
two official channels.

The MAFF specigs the total quantity oige maketed to offi-
cial huyers in its anmal lice distibution plan and allod¢as que
tas to &imers thiough their local coopetives. mers who sell
rice outside the ditial maketing dannels rast ieport their
sales in adance to the MAFF

Korean Beef and Veal Production Lags
Domestic Demand
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Economic Research Service, USDA

Although &pan’s whed produces have the option of mdeting
their whed and baley privately, almost all domesticaflpro-
duced vhea is pucchased i the FPodAgeng. Local coopes
tives and consigned diters mg act as intanediay purchases.

Japans MAFF esthlishes poducer andesale pices br domes
tically produced ice and &r domestic and impted whed after
lengthy consultéions with other gvemment gencies and jor
ducer coopetives.

Korea.The South Krean gvemment deeloped its gricultural
policies to maximie self-suficiency and bster paity between
urban anddm incomes. Gdely maiketing of aricultural prod-
ucts is also an imptant objectie for Korea. Major diferences
between vorld prices and Krea’s domestic pces br agricultur-
al commodities hze led to contrls on impots to pevent po-
ducer pice dedines.

The Repubic of South Korea designad eight STES to impot
18 gyricultural products intuding fice, unhulled baey, beans,
buckwhea, red p@per ginger, ground ruts, onions,potaoes,
sesame seedod-use sgbeanspranges,beef garic, naural
honey, raw silk, ginseng and pine nts. Havever, as Korea has
liberalized trade in celain commoditiesit also has bgun to
allow private firms to impot those commodities.df example
in 1995,the Cheju Citus Coopeative was designad as the
importer for almost all impas under Kreas WTO minimum
access commitment oreh oanges. On dly 1,1997,the
Korean maket for fresh oanges was libenlized, allowing pii-
vate firms geder oppotunities to impor fresh oanges.

Access to Kreas beef méet is sbeduled or total libenliza-
tion by 2001. Pior to 1991 the Livesto& Products Maketing
Organizaion contolled all beef impds as a means of suppor
ing domestic citle piices. In bilgeral negotiations with the US.
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and other major &ding patmers, the Korean gvemment greed
in the ealy 19905 to allav some pivate-sector pdicipation in
beef impots. The Korean gvemment does not pcure domestic
beef or diectly contiol the maketing of domesticaji produced
beef While Koreas impot policy has maintained domestic beg
prices @ more than doule world price levels, it has not helped
domestic poduction lkeep pace with demand

Korea’s impots of beef ande&al gew from zro in 1987 to an
average of 42 pecent of domestic suppliesofm 1993 to 1995.
In a 1993 Recal of Undestanding (®U) between korea and
the US., the Korean gvemment set aifial dae for liberaliza
tion of its quantitdve and institutional baiers to impots, which
was incoporated into itsWTO commitments. In the Uguay
Round Korea @reed to contine inceasing beef impes, while
reducing beef impaotaiiffs.

The 1993 and eber ROU’s also equired tha the LPMO allov
industies to paticipate in impoting through a Simltaneous
Buy-Sell Systemwhich allons selected industrgroups to
contract directly with foreign selles for the cuts of beef desid,
rather than lg anorymous bidling thiough the LPMOFor 1997,
the LPMO will impot 50 pecent of Koreas WTO beef mini
mum access commitmenthile private-sector goups will par
ticipate in SBS impds of 50 pecent of the beef miniom
access commitmenthe pivate goups intude beef poduces;
cold stoege firms; tourst, hotel and estauant supplies; and the
med industly assocition. SBS impats will increase to 70 per
cent in 2000After 2000,the LPMO will no longr contol
imports of beefand pivate sector impders will have complete
autonony to impot, and to maket impoted poducts.

Access to ldrea’s rice maket is pogressing mich moe slavly.
The Korean gvemment gve the Ministy of Agriculture and
Foresty the clusive right to contol impotts of iice because of
its impottance as a gtde ciop. The MAF huys lover quality ice
from famers & high pices and eleases ittdower piices,
although theest of the domestiéae maket is elatively free of
govemment contl. The MAF piocured 30 pecent of Korean
rice poduction fom 1993 though 1995The emaining 70 per
cent of theice pioduced in Krea was sold on the open nkat.
MAF procuement €ll to nealy 23 pecent of Korean ice pio-
duction in 1996.

Korea frst opened itsice maket to impots in 1995 under its
WTO maket access commitmenishen it puchased ice equal
to 1 pecent (or dout 51,000 meir tons) of its base ped
(1986-88) domestic consumptionoi€a’s minimum access com
mitment br rice will rise to 4 pesent in 2004.

Koreas rice impots in 1996 vere valued & more than $50 mil
lion. In lettes to theWTO, the MAF is design&d as the sole
importer of iice under Kreas WTO commitment to open its
rice maket. The MAF decides h@ much rice to impot, sched
ules tendes for rice impots, and gneally bases imparpur
chases on jice alone Chief supplies of iice were India and
China in 1995China in 1996and China andhailand in 1997.

Economic Characteristics of Major STE Importers

¢ Country/STE Owners
South Korea
Ministry of Agriculture and Forestry (MAF) Government
Livestock Products Marketing @r(LPMO) Government
Japan
Food Agency (B) Government
Indonesia
Badan Urusan Logistik (BULOG) Government

corporation

Mexico
CONASUPO Government

*Beef and veal.

Indonesia.Indonesia eported Badan Wrsan Lgjistik to the
WTO as an STE in 1995..LB.OG was esthlished as a gvem-
ment coporation in 1967 to stailize gyricultural commodity
prices & the poducer and consumelvkds. To cary out its pice
stabilization responsibilitiesBULOG is authoized to impot,
export, and mange sto&s, to procure domestic grduction,and
to engge in maketing of domesticayl produced and impted
agricultural commodities. BLOG's actvities ae financed
through Indonesian gt banks ecommecial intelest etes.

BULOG uses gdce and pocurement policies to suppoproduc
ers and maintain &brdable consumer pces Pr rice. BULOG
does not hee a monopagl in the domesticice maket, and po-
cures ony about 3 pecent of domesticice production.
However, BULOG owns gain stoege facilities which it uses to
hold a néonal rice reseve for emegenciesand huffer sto&s to
stabilize rice pices betveen and within gas. BULOG esté-
lishes ice piices br sales $ farm coopeatives and etail pices.
In years of xcess suppliesndonesia hasx@orted iice.

Indonesia ppduces no Wed, but impoted an gerage of 3.3
million tons betveen 1993 and 1995& OG is the &clusive
importer of whed, and contols the distibution of impoted
whea. Domestic four millers act as gents br BULOG to
import whed and four.
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Product regime Market r egime

Import share of
domestic supplies

Policy regime (1993-95 average)

Rice MAF controls domestic procurement

(30 percent of production) and all imports

Beef LPMO controls imports of beef under mini-
mum-access commitments, but has allowed
private firms from specified industries to
participate in imports through a
Simultaneous Buy-Sell system; no control
of domestic marketing

Rice, wheat FA controls imports of all rice and of wheat
within the tarif-rate quota; R controls

some domestic rice and wheat procurement

Rice, sugarwheat,
soybeans, floymarlic

BULOG controls imports of rice, wheat, soy-
beans, and refined sugar; procures rice for
government reserves and controls the distrib-
ution of imported wheat, soybeans, rice, and
refined sugar

Milk powder CONASUPO procures domestically pro-

duced corn, beans, milk for sales to low-
income consumerandimports milk powder

The domesticlbur maket also is highl contiolled by BULOG,
which detemines the allod#on of whed to eat mill and licens
es four distibutors. The mills eceive a pocessingde br the
whead. Impott, mill, and etail pices ae estalished ly BULOG.
BULOG’s monopoy fosteed and suppted the gowth of one
large flour milling compan. This firm had a monopglon flour
milling until 1997. In 1997 and 1998&)ree smaller mills will
begin opesting.

BULOG is the &clusive impoter of refined sugr, but in a con
cession to pvate impoters, the Indonesianayemment
announced onuly 7,1997 tha private firms with su@r refining
cgpacity could imparraw sugarcane and swg beets. Licensed
agents conduct BLOG's impots and a& paid a commissiorof
their purchases. Fom 1993 to 19953ULOG impotted an ser-
age of 311,000 tons ofw and efined sugr anmally.

BULOG also puchases mch of the domesticall produced
sugar and has considable contol of its distibution thiough the
Associdion of Indonesian Swg and Flour Distbutors. Ony
associdon membes mg obtain sugr supplies f'om BULOG.

BULOG also is the sole impir of sybeanswhich ae used
exclusively for food useln 1996 following the ¢osing of the
only soybean cushing &cility, the impotation of sgybean meal,

Percent
WTO minimum-access commitment for 1
imports; domestic price support through a
procurement price; and domestic supply controls
WTO minimum-access commitment for imports 42*
Rice WTO minimum-access commitment for 10
imports; domestic supply control; government-set
producer and retail prices; government procures
15 percent of domestic production
Wheat tariff quota for imports; government-set 7
producer and retail prices; government procures
almost all domestic production
WTO minimum-access commitment for rice; Rice: 5
BULOG sets producer and retail prices for rice Wheat: 92
and wheat
WTO and NAFM tariff-rate quotas 17

primarily for poultly feed was completgl opened to pvate
trades.

In the Uugugy Round Indonesia greed to impara minimum

of 70,000 tons ofice anmally. Indonesias rice impots aver-
aged 1.27 million tons anrally from 1993 to 199%lthough
anrual impots varied widely duiing tha peiiod. Impotts in 1993
of 24,000 tons cordist shasly with 1995 impots of 3.15 mi
lion tons. Indonesia has no impdaiffs on whed, soybeans,
and sugr, although sugr is subject to a 10-p=ent \alue-

added tax.

Mexico. Prior to the lae 19805, Mexican ayricultural policy
sought to suppoifamrm piices and incomes and to gaatee con
sumes an accessli reasonbly priced food supp). To adieve
these objecties,the Meican govemment subsidied aricultural
produces and consumsrthiough diect govemment intevention
at every link in the maketing dhain—pioduction,storage, mar
keting and distibution of aricultural commoditiesand
processeddod Among the cedions of M&ico’s suppar system
was its dief agricultural coiporation, the Compania Nacional de
Subsistenciasdpulaes,estdlished in Mach 1965.

In the lae 19805 Mexico bagan to deaease its domestic suppor
programs and consumer subsidiesésponse to arxeemal det
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China’s Import STE’s

The \alue of STE impds by the Reoples Repubic of
China,which is seeking accession to METO, likely
edipses thaof all STES in curentWTO member counigs.
China equested membsmip in theWTO in 1986 ,but acces
sion n@otiations were not completed in timeof China to
become adunding member of th&/ TO. WTO membes
have expressed concarabout the lak of transpaengy in
Chinas trade egime, including its disciminatory impott
licensing pocedues,import substitution policiesand stée
trading Chinas STES—the China Ni#onal Ceeals,Oil and
Foodstufs Impott and Expaor Comporation (COFCO),and
the China N#onal Textiles Impot and Expotr Comporation
(Chingex)—dominae ayricultural trade of major tains and
cotton,but compete with other sxowvned enteprises
(SOES) for impotts of \egetable oils, sugar, and ice. SOES
also handle &de in vool.

China's A verage Annual Agricultural Impor ts by STE's,
1993-95

State trading enterprise Commodity Value

$ million

COFCO Wheat 1,268
COFCO and Other SOE's Vegetable oils 1,140
Chinatex Cotton 758
China National Maize Corn 272*
COFCO and Other SOE's Rice 203
Total 3,641

*Most of China's 1993-95 corn imports were in 1995.
Economic Research Service, USDA

Sudada Langlg (202) 694-5227
slangley@econ.g.gov

crisis, peso dprecidion, and high domestic ifdtion. Today,
CONASUPO no longr intevenes in all aspects of Miean
agricultural production and mé&eting but contirues to puthase
domesticaly produced cam, edide beansand aw milk for its
subsidizd sales of sfde food commaodities.

Prior to implementtion of the Noth American FeeTrade
Agreement (PAFTA) in 1994, CONASUPO was the sole
importer of milk pavder Based on its histmal role as &clu-
sive impoter, CONASUPO eceved all of the licenseof
imports of milk pavder under MFTA andWTO taiiff quotas.
As a esult, CONASUPO contimes to act as sole imger of
powdered milk.

The anmwial value of Me&ico’s nonét dry milk and whole milk
powder impots averaged $317.5 million fom 1993 though
1995 and epresented laout 35 pecent of world trade in nordt
dry milk. Mexico would have needed to pduce 20 peent
more raw milk from 1993 to 1995 taeplace milk pavder
imports. CONASUPO diects 60 perent of milk pevder impots

to its afiliate, LICONSA (Lede Industializada Conasupo,
S.A)), for subsidied milk sales to M-income amilies.
CONASUPO thenesells to prvate piocessas 30-40 pearent
of the milk pavder which it has impated

Under NAFTA, Mexico alloved duty-fee accessof up to
40,000 tons of s milk powvder in 1994and this access
increases Y 3 pecent annally through 2008The maxinum
over-quota taiff for U.S. milk powder under RFTA was
$1,160 per ton or 139 pmntad \aloremin 1994,but will
dedine to zro in 2008.

Mexico’'s WTO taiff-quota sbedule gants duty-fee accessof
40,000 tons of &. milk povder and 80,000 tons of impery
counties other than the 8. Taiiff-rate quota leels ae fixed
through 2004. In 1993Vlexico impoted 134,646 tons of milk
powder, or 15,000 tons merthan its totaWTO quota. Havever,
the US. supplied on}t 34,000 tons—6,000 less than theSU
quota.

On 1ly 2,1997,Mexico announced a small and early mont
tored eception to COMSUPO's monopaoy on milk pavder
imports—piivate firms in the povince of Quintana Roo (the
Yucdan Reninsula) and along the Gaanalan bader could
apply for licenses to imp®r2,914 metic tons of milk pavder in
1997 under th&/TO duty-free taiff-rate quota ér “Other coun
tries? CONASUPO would contirue as the sole impi@r under
the US. taiiff-rate quota (40,000 tons) and theaining 77,086
tons of theWTO “Other county” taiiff-rate quotaThe Meican
govemment announcement alsequired tha the impoting pri-
vate firms not eship milk pevder impoted under the quota to
other pats of Mexico. Pivate hotelsyestauants and other pr
vate husinesses in the desidad aeas lilely had been impdng
small amounts of milk peder in yeass piior to the ecent
announcement.

Despite signitant oppotunities br U.S. and other milk pader
exporters, CONASUPOS contol of povder impots raises con
cems dout the stsfaction of pulic sector and pvate sector
demand ér milk povder If CONASUPO dooses toeaduce its
imports of milk pavder for subsidied sales to le-income con
sumes, will CONASUPO contime to impot adequée quanti
ties of milk pavder to be Hle to sell to commeial uses?

Future directions br STE impoters. The STE impaers
descibed in this aticle, all govemment coporations or ecenty
privatized companiediave used their statory authoities to
influence or contl impotts. Their ndaional govemments hae
committed to incease accessifimpoted commodities in the
Urugug Round and & testing inagased pvate sector pdici-
paion in the n&v maket oppotunities.

Korea,for example has committed to tarover impots of beef
to the pivate sector in 2001. Indonesia opened éds sugr
imports to the pivate sector this summer and ynforsale some
of BULOG’s monopoy rents fom whed, soybeansand efined
sugar impots in oder to open impas of those commaodities to
private tade However, for counties where an STE impdr
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Tobacco & Liquor Import Monopolies

A number of countes eported to theWTO tha they or their
staes/povinces maintain monopolies on the impof liquor
and tobacco. In some cast®e monopolies ere estalished
to suppor domestic poduces. In othes, protection of pubc
health and theifiancing of pubc sewices sub as health
car ae impotant objecties of ndonal and st impot
monopolies. Br example the everues @mered by
Colombias degartmental liquor monopoliesrfance local
health serices and educ@n.

The lagest tobacco monoppkeported to theNTO is Bpan
Tobacco Incaorated (JTI),a recenty privatized coporation,
which was esthlished to pomote the sound gelopment of
the tobacco industrin Japan. Other pvate firms also mg
import leaf tobaccobut since JTI is the sole @dgette man-
factuer, those impaters would have to sell to JTIdr pro-
cessingthus dving JTI an effective monopa.

JTIl impotts leaf tobacco and pecesses it into cagettes and
other tobacco mducts. JTI also cordcts with domestic
tobacco gowers for purchases of domesticglproduced
tobacco. JTI sets theipe and the quantity allottedif eat
tobacco gower. JTI's impots of leaf tobaccoweraged $613
million anrually from 1993 to 1995. Other couies tha
reported tobacco monopolieseatceland Morocco,and
Thailand

Liguor monopolies contd impotts of distilled liquos, wine,
and beer toaise mong for naional treasuies and to prtect
pubic health. May counties eported to theNTO tha they
or their povincial authoities contol liquor impots and
regulae the distibution of domestic and imptad liquos.
Reporting counties induded CanadaZolombia,lceland
andTurkey.

monopol has accommodiad objecties of domestic jre sup
port and has complemented domestic keacontol, the open
ing of impots to pivate trades will likely come moe slavly.

Of interest will be the contining ole of STES in administang
counties’ import regimes,patticularly for steple aricultural
commodities. Mdet liberliztion has not been easyrflpan
and Korea,but their STES hare cushioned the impacts of rkeft
openings i stoling impotted fice. Japan has alsoxported a
limited amount of impded iice as 6od aid to deeloping coun
tries. BJLOG likely will remain the sole imptar of iice in
Indonesia due to theogemments intelest in contolling rice
supplies.

OtherWTO member counigs—sut as Indiaa major consumer
of whed, rice, and \egetable oil—also d©xampion the condl of
agricultural makets ly STE's. Indias Food Coporation and
other STES contirue to monopolie Indias spoadic impots of
steple commodities.

WTO laws require tha the non-taff restictions maintained
import monopolies be caerted to taiffs. Stde trading pactices
will become inceasingy impottant as counies with centally
planned economies or couls thd are in the pocess of pra
tizing their aricultural production and meting gply for
membeships in thaNTO.
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