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Benefits of Livestock and Meat Trade

I nternational tradein beef and beef productsis
bigbusiness, amountingto$2.7billiondollarsin
1999, theyear of most current data. Importsof
beef and beef productsisbigbusinessaswell.
Thetotal in1999amountedto$2.1billion, and
about $1.5billioncamefromthreecountries--
Canada, Australiaand New Zealand.

Thebenefitsof opentrade are often debated,
but U.S. marketsaremature, and likethefast
food, automobile, technol ogy and other indus-
tries, entrepreneursareconstantly seeking new
markets. Fundamentd todll of thisisthefact that
asconsumer'sincomerise, they tendto spend
proportionately lessonfood. Anotherissueslies
inthefactthat thesedentary lifestylesof Ameri-
can consumerscausealarge segment to shop
forfoodswithfewer caloriesandfat. Tradition-
alistshavehistorically regarded our market as
limitlessandforeignmarketsasirreevant, butall
that haschangedinrecent years.

Who are the Participants?

Livestock productsingenera and beef andvea
productsflow inand out of the United States
frommorethan40 countries, but of theimport-
ers, three are dominant--Australia, New
Zealand and Canada. Our export marketsare
gradually growing, asprocessorsawakentothe
factmarket potentia liesinLatinAmerica,Asa
and particular European countries. Thesemar-
ketsareintheirinfancy, but asrespectivecoun-
tries incomesrise, thesemarketswill become

morerel evant; thusthedomesticindustry should
beready to capitalizeontargetsof opportunity
asthey arise.

Winners and Losers?

Tradeisoftenthought of asagameof "winners
andlosers'. Wehavetraditional ly viewed our-
selvesasthepremier market, and assuch, the
target of other countrieswithlower production
costs. Toanextentthisistrue, butrisngincomes

U.S. Beef and Veal Trade

-Billion Dollars-

[ Exports [JImports

International Trade in Livestock
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andaffluenceinmany of thesecountries, Japan
inparticular, havemadethi sadagel esstruethan
inthe past. Infact, trade and tradeissues are
part of atangledweb of mercantilist, protection-
ist, consumer protection, environmental,
worker safety andamyriadof other political and
philosophical issues.
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Japan continues to muddle along, little improvement in economic well being means limited beef

market expansion

Weakening of dollar against Canadian dollar will diminish flows of both beef and cattle to the

U.S. in 2001

Limited cattle inventory buildup signals another healthy year for Western cow calf industry
Incoming administration will likely take a harder line on trade issues with Canada

In an overall sense, Bush administration will adhere to NAFTA and CFTA philosophy
Mexico, Korea and Taiwan offer case studies and gateways to larger trade possibilities in Latin

America and Asia

BoththeClintonandincomingBushadministra:
tionfavor "freetrade”. Historically, periodsof
freetradehavecaused participatingeconomies
toflourish. Deregulationisawayscontroversial
andintheshortterminvolvesindividua industria
winnersandlosers.

Ricardian Theory of Trade

David Ricardo challenged theideas of
merchantilism, ideasdtill prevalenttoday

inJapan

» Comparativeadvantageisbasedontwo

basicideas. (1) greatest technical advan-
tageand (2) least technical disadvantage

* Technica advantagealludestothecon-

cept of being able to operate at lower
cost, largely duetotechnical efficiencies

L east technicd disadvantagereliesonthe
ideaof enterpriseor commodity special-
ization based on the greatest technical
advantageof thoseavailable

Ricardowent onto provethat acountry
withatechnical advantage should spe-
cializeand tradewith acountry witha
|east techni cdl disadvantage, eventhough
the former might have alower cost of
productionincommoditiesproduced by
thelatter country

* These ideas manifest themselvesin a

series of international discussions,

forums and round tables designed to
lessen trade tariffs, restrictions and
barriers

* Historicallythey havebeenreferredtoas

"rounds’ asintheK ennedy, Uruguay and
Tokyorounds.

» More recently the process has been

formalizedintoaseriesof World Trade
Organization meetings within which
discussionscontinue

¢ TheU.S. hasalsoconducteddiscussion

anddeliberationlesseningtraderestric-
tionswith Canadaunder the Canadian-
U.S. TradeAgreement (CFTA) andwith
Latin American countries under the
North AmericanFree TradeAgreement
(NAFTA)

Life After CFTA and NAFTA

 CanadaexemptedfromtheM eat |mport

Law

» Cattletariffsdiminated

» Mexico has specific company related

"anti dumping" tariffsonparticular cuts,
but mosttariffseliminated

* U.S.-Canadianfreshandfrozenbeef tar-

iffseliminated
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Some Continuing Questions

» With continuing emphasis on trade liberalization, will the Meat Import Law continue in its present form?

« What will be the impact of further consolidation and internationalization of the beef, pork and poultry
industries?

 How will California producers capitalize on growing internationalization of growing, feeding and
slaughtering of cattle?

« Will the Tyson's of the World be able to tailor market specific products to Asian and Mexican markets?

* How will comparative advantage shape the future of California livestock and grain industries?

* How is California's competitive advantage in livestock and grain affected by changes now occurring
in other western states and in Canada?

« Trade between U.S. and Canada now against the U.S. dollar--about 60% of
morafunction of weather, geographic thevalueof theU.S. dollar

locationand exchangerates , _
» Exchange rate relationships and other

Magnitude and Direction of Trade factorshaveresultedinU.S. participa-
tionsintheCanadian s aughter industry
« TheU.S.runsapositivetradebalancein with resulting shipment of Canadianbeef
agricultural products--about $15billion toWesternU.S.
of grainexportsand $10billionof live- o
stock and meat products, includinghides * TheJapanesegovernmentasomaintains
and skinsfor atotal of $53 billion pro- the Yen at a price subordinate to the
jectedfor 2001 dollar in order to enhancetheir export
policies
« Agricultura importswill amounttoabout o , ) )
$40billion, including$14billioninlive * Suchpoliciesprovideexportincentives,
animal andmesat productsand$16hillion but must bemeasured against theeffects
inhorticultural products such policies have on the longer term
economichealth of therespectiveecono-
« U.S. exported 786 millionmetrictonsof mies--inflation, unemployment, interest
beef and veal in 1999, of which 359. 5 retesandrelativeefficiency
millionmetrictonswentto Japanand 459 .
millionmetrictonswenttoall of Asia + Canadiandollar weaknesshasresulted
from economic weakness and lack of
« Beef exportswereadversely affected by longer term faith in the Canadian
the Asian melt down in 1997, but are economy, separatist issues are also of
gradudlyincreasingagain. concern
« Trade with Mexico looks promising, * Japan has her own set of problems, in-
about 157 millionmetrictonsof beef and cludingmassive, uncollectibledebt held
veal wereshippedin 1999 by banks, risingunemployment andlack
of faithinthegovernment'sability todo
The Exchange Rate "Problem" anythingaboutingtitutionaizedproblems
« Current Canadianexport strengthdueto * Thedollar hashad anextraordinary run
therespectiveweaknessof itscurrency against other currencies, but recent evi-

dencesuggestsitwill weakenin2001
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« Themostimmediateimpact of aweaker » HongKongprovidesanentreintoMain-

dollar against theCanadiandollarwill be landChina
todiminishtheflow of beef from Canada . . .
toU.S. » Taiwanasowill beanactivemarketand

another mainlandgateway

» Strongdemandfor"noroll” cattleexistsin _
CanadasinceUSDA gradingsystemsdo Summary and Conclusions

not dominatethemarketing system : . .
9% * Dollarwill declineagainsttheEuroand

Canadiandollar, toal esser extent against

International Beef Market Expansion
theYen

» Tradestatus evolvinginfotradingblocks i ) . .
g g » Asianeconomiesshouldcontinuetoim-

« Envisiona'Western Trading Block" of proveprovidingincreased potential in
North and South America, aEuropean Koreaand Taiwanparticularly, andtoa
tradingblock, with Easternand Western | esser extentin Japan
EuropeparticipatingandanAsian Trad-
inLé B?ng"&plpoit brgbg- » Mexicoisawildcard, butif thereforms

talked about by Vicente Fox can be

» Greatpotential liesinSouth Americabut implemented, Mexico couldbeasl eep-
the situation is iffy and based on the ing giant asamarket for higher quality
continuanceof democratic market ori- beef
entedreforms :

« Asaresultof changesinexchangerates,

« A new experimentinMexicounder the red meat and cattle imports will slow
leadershipof VicenteFox fromCanada

« South Korea snapped back from the » Mostimmediatetradeproblemlieswith
Asiandepressionmorequickly than Ja- Canada:-cattemen should keep aneye
panbecauseof their willingnesstodeal onthisone

withinsolventfirms
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U.S. Agricultural Trade Balance
-Billion DoIIa'- E’l
AN

1997 1998 1999 2000 2001

OExports MImports []Balance

International Trade in Livestock

TR Products

Exports and imports are both growing after slowing

dramatically with the 1997 Asian depression

Major Import Commodities

-Billion Dollars-

[ Live animals, meat prod [JGrains and feeds [ Horticulture products B Total agric. imports 1/

International Trade in Livestock

OLLB 0% Products

Horticultural products are the largest import com-

modity, followed closely by livestock products

Major Contributors to Exports

-Billion Dollars-

1997 1998 1999 2000 2001

O Livestock and Products (I Horticultural products [IMajor bulk products 3/ E Total 4/

International Trade in Livestock

G Products

"Bulk (all cereal) Products' are our most impor-
tant export, but livestock products are second

Beef and Veal Exports

-Million Pounds Carcass Weight-

Mexico Japan

Canada

01995 (11996 (11997 11998 1999

International Trade in Livestock

il Products

Beef and veal exportsto Mexico arerising and should

continue to improve with NAFTA
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Selected Export-Import
Beef and Veal Imports Values: exicoIOO

-Million Pounds Carcass Weight- -Million Dollars-

Australia New Zealand Canada 1998 1999

L W MR (WL [ Cattle Imports []Beef Imports []Beef Exports

International Trade in Livestock International Trade in Livestock
I Products L3t Products

Importsfrom Canada are not subject to terms of the Meat Great potential exists for beef exporting to Mexico
Import Act and other Latin American countries

Selected Exgort-lmport
Values: Canada

-Million Dollars-

Nations With Trade Potential

= Industrialized nation’s potential
capped S
= Engel’'s Law ==

N Rising Economic Well Being
™ . Growing industries
‘ # Rising consumer incomes

+ Appetite for “all things western”
1998 1999

[ cattle Imports [JBeefimports [JBeef Exports

International Trade in Livestock

International Trade in Livestock
Products

Products

01/18/01 01/18/01

The U.S. currently runs a negative beef and cattle The future of the industry lies in export markets,
trade balance with Canada--largely due to exchange particularly in countries with rising income and an
rate differences appetite for beef

UC Coop Extension Winter Meetings, McCarthur and Cottonwood « January 18-20, 2001 Page 6



Cattle Exports: 1990-99

-Thousand Head-

1991 1992 1993 1994 1995 1996 1997 1998 1999

International Trade in Livestock

R CL Products

Mor e than 220 thousand of our total exports went to
Canada, another 100 thousand to Mexico

Selected Beef Export Values:
Asian Countries

-Million Dollars-

1999

OTaiwan [JKorea O Japan [ Asia

International Trade in Livestock

lis0L Products

Of the Asian markets, Taiwan, Korea and Japan are
the largest, but other targets countries exist

Cattle Imports: 1990-99

-Thousand Head-

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Mexico =M= Canada Total

International Trade in Livestock

pL Products

Nearly 1 millioncattlecameintotheU.S.in1999from
Canada, most of these were slaughter animals

Magnitude and Direction of
Trade: Total

= Export-Import balance positive

-y ® Expected to amount to $53 Billion
in 2001

= Imports are growing as well--$40
Billion in 2001

International Trade in Livestock

SRR Products

Export and imports are both growing, an easing
dollar will help enhancetrade
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Exchange Rates and Trade

= Trade expected to grow 3-3.5
percent in 2001

" Forecasts based on continuing
strong dollar

= Euro currently strengthening

= Weakening dollar will improve
sales in Europe, Canada and Asia

= 16% dollar appreciation since
1996

01/18/01 International Trade in Livestock
Products

Our major short run trading problem with Canada is
that of exchange rates

Major Commodity Imports

= Animals and products will total
$8.2 billion in 2001

= Grains and feeds will total about
$3 billion

= Horticultural products will amount
to $16.2 billion

01/18/01 International Trade in Livestock
Products

U.S agriculural tradebalanceswill continuepositivein
2001, easing of the dollar will help

Livestock: Contribution to
Trade

= Corn, wheat and other bulk
: cts will contribute 19.3 billion

&= In2001

=_Ljvestock and products will amount

7,
( ¢ 1515bi||ion
A sl Horti€ultural products will

contribute 10.9 hillion

International Trade in Livestock
TR Products

Three major commodity groups account for the lion's
share of U.S. exports

and Conclusions

= Dollar will decline against Euro,
Yen and perhaps the peso

Asian economies should continue

to improve
Mexico a wild card

Growth prospects for overall U.S.
beef exports favorable

Red meat imports will slow in 2001

01/18/01 International Trade in Livestock
Products

Exportsareforecast to rise dightly over 3 percentin
2001, depending on world economies’ improvement
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