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U.S. Meat Export Federation

World Beef &
Cattle Trade:
Evolving &
Expanding

I ber of key regions and the advent of
more liberalized trading environment
have contributed to substantial growth i
international beef trade over the past 15
years. Beef exports among the major
traders are projected at 4.8 million tons
in 1997, up 45 percent from 1980. But
certain trade barriers—sanitary, quality,
technological, and cultural—combined
with changing production, marketing, an
political conditions have also played an
important role in the evolution of beef
markets. These will likely continue to
exert a strong influence as meat trade
expands through the next decade.

Beef is produced and consumed world-
wide, yet large-scale beef trade is limite
to a relatively small number of countries
and represents a small but growing pro-
portion of total consumption. Among
major producing and consuming coun-
tries, exports of beef represent about 11
percent of production, compared with 7
percent in 1980.

ncreases in global incomes in a numt

on fear of spreading virulent cattle dis-
eases such as brucellosis and foot-and-
mouth disease (FMD) have limited the

marketing opportunities of surplus beef
producing regions. Such regulations ha
effectively segmented international tradé
in beef into two distinct markets. Many

countries will not accept live animals or
fresh, chilled, or frozen meat from regio
where cattle diseases are endemic.

Trade inlive cattleis significantly smaller
than beef trade (both in terms of value &
volume), at less than 1 percent of cattle
inventories. Trade in cattle tends to be
limited to countries that are geographica
ly close, due to potential risks in shippin
live animals. Examples include intra-
NAFTA trade, intra-EU (European Unior
trade, and Australia-Southeast Asia catt
trade. However, some breeding animals
may be traded long distances when the
animals’ value outweighs the higher tran
port costs.

Cattle production worldwide is differenti
ated by animal genetics and feeding me
ods, resulting in differing quality types.
Cattle are basically residual claimants t
crop or land resources. Those countries
with excess or low-value land tend to
Agrass-feed their cattle herds, while thos
countries with excess feed grains, such
the U.S. and Canada, finish cattle with &
grain ration. Grain-fed cattle have more
internal fat (i.e., marbling) which results
in a more tender meat than forage-fed
cattle of a similar age. In Japan, althoud
not a grain surplus country, tastes and
preferences have encouraged feeding
dgrain to cattle, but at a high cost since t
grain must be imported.

In much of the world, cattle are produce
of both milk and meat. Dairy cattle or
dual-purpose animals tend to be less ef
cient at producing beef. Government po
cies (such as in the EU), however, may
jencourage beef production as an offshg
of support for dairy production.

Differences in the type or quality of bee
produced can influence a country’s trad
ing patterns. For instance, the U.S. is a
major exporterof grain-fed beebut a
largeimporterof grass-fed bedbr the
processing industry, primarily for ham-
burger.

Health and sanitary regulations predicafe¢h addition to quality differences, changes

in shipping technology and meat process-
ing have influenced production and pat-
terns in meat trade. Changes in technolo-
gy such as modified-atmosphere packag-

eing (i.e., vacuum packaging using inert

> gases), containerized shipping, and refrig-
erated containers have increased shelf life,
permitting fresh product to be shipped a

nggreater distance.

Cultural differences are also a factor in
determining beef flows. Although there is
ananly one major country where religious
belief limits the consumption of beef,
other factors such as cooking techniques
l-(braising vs. stir frying vs. roasting), con-
gsumer perceptions of healthfulness, and
preferences in color or size of cuts may
) determine sales in certain markets. The
emove to marketing meat cuts has allowed
exporters to target specific markets with
the products that match consumer prefer-
sences. Examples include high-value table
cuts destined for Japan, low-value cuts for
sausage to Russia, and a mixture of cuts
for Mexican consumers. Those exporters
tpvho alter cutting characteristics, or other-
wise address consumer needs, have a bet-
y ter chance of increasing sales.

Beef Production Rising,

e Consumption Grows Steadily

as

y» Beef production in the major producing
countries is projected to reach 48 million
tons in 1998. Production has increased 20
percent from 1980 to 1996 and is expect-

hed to continue increasing at about 1.5 per-
cent per year through 2005. (The Food
and Agricultural Organization of the U.N.

heprovides a more comprehensive set of
production numbers than USDA's Foreign
Agricultural Service. According to the

rAO, world beef production increased 18
percent between 1980 and 1996 and is

ﬁ_estimated at 55 million tons in 1997.)

li-
Beef production tends to be concentrated,

otvith the top six producers—the U.S., the
EU, Brazil, China, Argentina, and
Russia—accounting for about 60 percent
of global production. Significant shifts
among producers have occurred over time.
Due to economic restructuring Russia
production declined precipitously, falling
45 percent or nearly 2 million tons since
1990. Production iChina, in contrast,
has increased dramatically. Over the next
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Most Beef Trade Orginates from Only a Few Countries
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Disease status as determined by USDA's Animal and Plant Health Inspection Service.
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10 yeas China is gpected to hee the
world’s fastest ate of pioduction gowth
as booming interal demanddr beef dri-
ven ty strong income gpwth and apid
urbanizdion, encoueges &pansion.
Increased demand in Russia @mzil is
also epected to help stimate their
domestic poduction.

The U.S—largest of the wrld’s beef po-
duces—is in the conactionay phase of
its cédtle cycle. Production pea&d in 1996
at 25.5 billion poundsand is &pected to
remain belw tha level though 2005 as
cdtle inventores contact over the ngt 2
yeas. U.S. beef poduction is gpected to
begin to increase after 200@\rgentina
has sufered from dedining production as
govemment policies encoaged a shift in
resouces to the in sectarHowever, the

recent delaration of Argentina as fe of
FMD could encowage increased pyduc
tion to sevice intendional makets.

The EU has sufered flom pefodic maket
imbalancespatticulady oversuppy, since
the mid-19805. Prior to 1992 dairy poli-
cies lept production eldively constant,
and lage sto&s were depleted though
increased xport activity. However, reform
of the CommorAgricultural Policy

(CAP) in the edy 19905 beyan educing
dairy catle and beef mrduction. Addi-
tional pressue has esulted fom the
bovine spongorm encehalopahy (BSE)
crisis (AO June 1996) andybGATT-
mandaed reductions in gport subsidies.
The BSE disis, which came to a head in
1995-96,reduced domestic consumption
and caused a shmdrop in &ports.As

stoks contirue to accumlate and con
sumption emains veak,it is likely tha
production in the EU will hee to fll fur-
ther over the n&t 10 yeas.

Global per cpita consumption of beef is
projected to incease thwugh 2005 as
med demand in counigs with apidly
industializing or tansition economies
increases with incomergwth. Gains in
per cita consumption arexpected in
mostAsian counties. In ChinaSouth
Korea,and &pan,the iise in consumption
should outpace populan growth, while
consumption in other coumds in the
region should be laout ezen with popula
tion growth.

Some gowth is &pected in L&n

America, but gains in per cpita
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consumption due to income imases in
Mexico and Bazil will be lagely offset
by dedines inArgentinas per caita beef
consumptionWhile Argentina has one of
the world’s highest per qata beef con
sumption ates,consumption is highest
among the lwer dasseswhich have

seen a ddime in pucchasing pwer in
recent yass.

Per caita beef consumption ixpected
to increase in awmber of Centrl and
Easten Euopean countes after yais of
dedine, but countres tha have delyed
liberalizing their economies—g,
Belaus and Uzbekistan—ate a longr
petiod of dedine bebre income gowth
stimulates beef demandn Russiabeef
consumption hasaflen since 1985jue to
economic estuctuiing and loss of pur
chasing pwver. As the Russian econgm
recovers, beef demand isxpected to
increase gaduall, but because of the
availability of reldively cheger pok and
poultry, demand ér those mea is expect
ed to incease maz rapidly.

Per caita beef consumption in the. 8 is
expected todll over the ngt 3 years as
production delines,and as eléive pilices
favor consumption of other misa EU
beef consumption hascovered slighty
from the impact of the BSEisis, but EU
demand ér beef will likely remain weak
for & least the nd 5 yeass. Any addition-
al discaveries of BSE or ay further inck
dences of beefetated human illness

could futher educe demand and set ka¢

the recovery in consumption.

Market Liberalization
BoostsTrade

The world’s five largest impoters—

the US,, Japan,Russiathe EU and
Canada—accounbf éout 70-75 per
cent of global impds. Maiket liberliza-
tion has bgun to incease demanaf
imported beef in a umber of Rcific
Rim countres.Although curently small
importers, South Korea, Taiwan,and
Mexico are epected to see substantial
growth. These countes tend to demand
grain-fed beefwhich would beneit the
beef industies in the US., Canadaand
potentially Argentina.

TheU.S is the world’s laigest impoter of
beef with projected impats of nealy 1.1

million tons (cacass veight) in 1997 and
1.2 million in 1998. In gneal, imported
beef competes with 3. cull dairy and
beef cavs in the poduction of hambrger.
Imports hare averaged 9-10 peagent of
U.S. consumption since the mid-1980’
but the actual kel degpends on the phase
of the US. catle ¢ycle. During the liqui
dation phase of theycle, U.S. slaughter
of caws from breeding hedls inceases
and impots of beef dene.

Most U.S. imported beef comesdm
CanadaAustralia, and Nev Zealand—all
FMD-free counties. The US. resticts
imports from FMD-endemicegions to
cooked poduct.The US. is likely to see
increased leels of impots after 2000 as
the US. entes a cétle rebuilding phase
and etains émale stok (heifers and
cows) for breeding The US. is expected
to remain the lagest impoter of beef
through the midle of the ngt decade

Japantrails onl the US. in beef impot
volume with pojected 1998 impas of
914,000 tonsand the gp has naowed
consideably since dpan bgan libealiz-
ing its maket in the mid-198@. Haw-
ever, Japan is the wrld’s leading beef
importer in value tems due to impds
of high-valued cuts. @an'’s impot vol-
ume dimbed 317 pearent betveen 1985

and 1996and is &pected to in@ase 4

percent per gar though 2005. &an is
committed to educing its beef t#fs in
accodance withWorld Trade
Organizaion (WTO) commitmentsand
imports ae pojected to inczase fom 60
to almost 70 p&ent of consumptionyb
2000 as aasult.

Australia and the Ub. are the major sup
pliers of beef to dan and & likely to
remain so dér the breseehble future. The
U.S. provides the ast majoity of
Japan’s gain-fed beef impds, while
Australia supplies gass-&d and some
shot-fed beef Shot-feeding done to
add some mailing, involves gain feed
ing for less than 90 @&, in contast to
140-150 dgs of gain feeding in the
U.S. Argentina could ship beef t@dan
under its n& FMD-free st&us,but is not
expected to balleng either the LS. or
Austrlia for dominance

Russiahas been a substantial imfegrof
beef a fact which was obscued ly the
large amount of interal trade in the
Soviet Union. Havever, impotts fell dra-
matically following the beakup of the
Soviet Union. Detines in consumer
incomes and the economigstiuctuting
of the livestok sectoyincluding the loss
of production subsidiesias led to a shar
dedine in beef poduction,down 65 per
cent since the ta 19805.As govemment

Japan Imports Higher Valued Cuts of U.S. Beef
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Source: U.S. Bureau of the Census.
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suppot for consumption &s eliminaed,
per caita consumption déioed to levels
more in kegping with counties a a simi
lar economic leel. Impots of lov-value
beef flom other brmer Swiet repulics,
other Euopean countes,and the US.
have iisen as pduction &ll.

In the net decadeRussias$ beef poduc
tion is expected to bgin increasing and
will lik ely offset some impds. Howvever,
by the midlle of the decadémports
could ise agyain as demandrgwth due to
income @ins outsips beef poduction
growth.

The EU currently ranks as the arld’s
third-largest exporter and burth-largest
importer (excluding intra-EU tiade). EU
policy had been gaed to maintaining
market balancesybexporting beef under
subsidies and limiting impts. Impots
have traditionally been suppliedybthe
U.S, Argentina,and Bazil. Hovever, the
U.S. has beenxeluded flom shipping
product to the EU since 1989 because @
the EUS ban on beef pduced with
growth-promoting @ents sub as anbol-
ics.A recentWTO panel has\erturned
the banput the EU plans toppeal the
ruling and will likely contirue to ty to
prevent US. beef fom enteing.

Over the past seral yeass, EU beef
imports have been dampened arge
intemal sto&s of beef as el as ty con
sumer concers o/er the sadty of beef
consumption ineaction to the BSE out
breaks in Euope Given lage domestic
beef suppliesi is highly unlikely tha EU
govemment will favor expanding impats
beyond itsWTO commitments. It is also
unlikely tha these lage sto&s can be
martketed without use ofx@ort subsidies
or a substantial déne in the domestic
market piice to near wrld levels. Unless
the EU violdes itsWTO commitments to
limit the use of gport subsidiesit is left
with the unpalteble choice of either
reducing peduction or cawing lamger
stocks.

Like the US,, Canadaimportts fresh,
chilled, and flozen beef on} from FMD-
free counties and limits impds thiough
a taiff-rate quota (TRQ). Hwever, the
U.S. and M&ico ar exempt flom TRQ’s
under the tans of the US.-Canada Fee
TradeAgreement and its successihre

U.S. and Japan Are the Leading Beef* Importers . . .
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Canada & Mexi
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. .. While U.S. and Australia Are the Leading Exporters
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1997 preliminary; 1998-2005 projected.
*Includes veal.
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North American FreeTradeAgreement
(NAFTA). Under the tans of these tow
agreementsead ndion exempted the
other flom ary quantitaive limits,and
under the accelaed stedule of taff
reductions thex ae no taiffs remaining
among the thee counties. Consequentl
the US. has become Canadgiimary
souke of impoted beef

Canada is in the liquidi@n phase of its
cdtle gycle. Impotts ae piojected to
dedine over the n&t several yeas as
large amounts of domestic beef compete
with imported poduct,but will then
increase as the reinventory buildup
begins. The US. has taditionally shipped
higher \alug grain-fed beef to the popu
lation centes of easter Canada. But
there has been axpansion of slaughter
cgpacity in westen Canada p U.S. firms
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which are bajinning to maket moe
product in the EasfThis recent &pan
sion,coupled with the potentiabf
growth in domestic dile feeding due to
changes in Canadianrgin policies,could
place US. exports to Canada under
increased competition.

The world’s five largest exporters—
Austrlia, the US,, the EU New Zealand
andArgentina—accountdr eout 75-80
percent of world beef tade However,
since the mid-1988’a umber of shifts
have occured among major ades.
Brazil, for exkample the thid-lamgest beef
exporter in the mid-198@®, has &llen to
sixth due to seeral factos sut as
increasing domestic demantsmrbing a
larger shae of intenal suppliesgovem-
ment poliy tha contirues to discowage
mead production,and Brzil's inaility to
achieve FMD-free st&us. On the other
hand the US. has seen its sheof world
beef xports expand shaply over the past
15 yeas.

U.S beef exports have gown from less
than 1 perent of poduction in 1980 to
almost 8 parent in 1997lifting the U.S.
from eighth-lagest eporter to second
U.S. beef &ports ae piojected up 2 per
cent 4 870,000 tons in 1997 and anothe
9 pecent in 1998 8950,000.The majoi-
ty of the long-tem growth in U.S. exports
can be tied to &de libealizing agree
ments.Well-positioned as a pducer of
disease-ke well-marlded beefthe US.
has beenlae to capitalize on maket lib-
eralization in the 1983 and 199G.

The &pan-US. Beef CitusAgreement
of 1988,and both the L&.-Canada and
North American FeeTradeAgreements,
have helped to open substantial\snmar
keting oppotunities br U.S. beef &ports.
Trade with these tlee counfes—
CanadaMexico, and dpan— epresented
80 pecent of US. beef &ports in 1996.
These tade @ins,coupled with anx
panding maket in Korea,are expected to
contirue boosting US. exports thiough

The US. will lik ely become a net beef
exporter (wlume tems) by the midlle
of the nat decade

Following the Euopean BSE dsis,
Australia has @ertaken the EU as the
world’s leading beefxorter, but is
expected to come under i@sing com
petition from the US. for tha position.
As an FMD-fee &porter, Australia has
been a major supplier ofags-&d beef
for the pocessing indusis in the US.
and Canadand has been ineasing its
role as a supplier of meto a umber of
Pacific Rim makets,primaiily Japan and
South Korea.

Since 1985Austmlian &ports hare
increased 60 peent.Austmlia is poject
ed to &port 1.095 million tons in 1997,
which will dedine slightly to 1.075
million of exports in 1998 as hes
are rebuilt. Becausé\ustralia produces
primatily grass-ed beefproduction and
expotts of beef hae been subject to the
uncetainties of veaher and its impact on
the quality and quantity obfage.
Austrlia has gne though segeral pei-
ods of dought,which have often brced
eaty liquidation of heds and a neaem
jump in pioduction,followed by produc
r tion cutba&s as heds ae rebuilt.

AlthoughAustralia has tempted to
develop a Eedlot industy both to ofset
forage shotfalls and gpand into the
higher end beef mkets,feed-gain
sufficiengy remains a mpblem. Feed-
grain impots toAustrlia ae efectively
prohibited ty regulaions peventing the
incidental impotation of unwanted
pests—i.g insectsweeds,or plant
diseasesAs long as impds of feed
grains ae Hocked by sanitay bariers,
the gowth of Austrlia’s feedlot industy
will be limited.

New Zealands the world’s fourth-largest
exporter, but exports hare shavn little
growth since the mid-1986; hovering
around 500,000 tons. Lé&Australia,

2005 to &out 12 pecent of poduction.

New Zealand is FMD-fee and prduces

grass-ed beef However, New Zealand
beef poduction is dominzd by dairy
opestions. Nav Zealandwhich exports
marufactuing-grade beef to the |3. and
Canadahas shan less integst than
Austmlia in panding into the igpwing
Pacific Rim makets. Ower the n&t 10
yeass, New Zealands beef poduction is
expected to ddine maginally as lav
beef pices and walening daiy prices
encouege pioduces to look br mowe
profitable altenatives to beef and dair
production.

Argentinaremains the warld’s fifth-
largest beef gporter, despite adll in its
shae of global &ports from 13 pecent
in 1985 to 9 parent in 1996Tradition-
ally, Argentina supplied the EU with
fresh beef and the.B. with processing
beef Recenty Argentina has tadn
advantagye of inceased met libemliza-
tion under MERCOSUR—a customs
union compised ofArgentina,Brazil,
Paraguay, and Uugugy—to expand sales
dramadically to Brazil. MERCOSUR
imposes a commorxemal taiff on
membes, and intenal tariffs tha are
small and dédiing, or alread/ zero.
Argentinas sales to the 3. will be
limited by the US’sWTO beef taiff-
rate quota.

In the pastArgentinas FMD staus had
prevented it fom expanding into the
growth makets of the Bcific Rim. Nov
tha Argentina has been successful in its
FMD eradicdion program and has
receved gproval of regionalized FMD-
free stéus,the door could open to the
rapidly growing beef impor matkets of
Asia. Argentina could possiip compete
better in Rcific Rim makets ly shifting
production tevard grain-fed beefbecause
large supplies of FMD-feg grass-éd
beef alead/ exist in Australia and Nev
Zealand If Argentina adopts shica stete-
gy, it is expected to vertake Nav

Zealand as theolith-largest exporter
ealy in the neat decade
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