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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.
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MERCOSUR, the Common Market of the South
... the ag production potential of this trade bloc
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