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The International Markets for Bovine Meat

Recent developments and outlook

1 . During the latter part of 1992 and inthe firsthalfof 1993, the bovine meat markets were affected
by a number of factors, which, in most cases, resulted in restricted access opportunities. As early
as December 1992, forecasts for increased imports of beef and veal above the trigger level led the
United States to negotiate Voluntary Export Restraint agreements (VERs) with Australia and New Zealand
for 1993. In order to respect the VERs, Australia imposed, as it did last year, controls on exports
to the United States. This practice is also being followed by New Zealand in 1993 (Box 2, Page 33).
In November 1992, on the basis of evidence of damage to the domestic cattle sector provided by
cattlemen associations, Mexico introduced import tariffs on slaughter cattle and beefand veal, ranging
from 20 to 25 per cent. Mexico has also periodically invoked quality and sanitary issues, as well as
unfair competition in its domestic market from export subsidizing countries, asjustification for reducing
market access.

2. The Republic ofKorea has experienced significant increase ofbeef imports following the adoption
of a panel report by the GATT Council in 1989. However, it has reduced imports so far this year,
with only two new tenders announced since November 1992, and repeated requests to its major suppliers
to delay shipments. In April 1993, sharply increased imports from Australia during the first quarter
of the year led the Canadian authorities, at the request of the Canadian cattle and beef industry, to
instruct the Canadian International Trade Tribunal (CITT) to undertake an inquiry to determine if boneless
beef imports are causing injury to domestic boneless beef producers. The finding was affirmative and
the CITT has recommended the imposition of an annual tariff rate quota on imports of the product
originating in countries other than the United States effective from 1 May 1993 to December 1995.

3. Fears of the extension of Foot-and-Mouth disease (FMD), following an outbreak in Italy, led
the European Community to impose a temporary ban on cattle, meat and dairy imports from 18 Central
and Eastern European countries and parts of the former Soviet Union. (The Community claimed that
the ItalianFMD outbreak was provoked by imports ofcattle from Croatia which, with false certificates,
were shipped through some of these countries). The ban, now partially lifted, led to retaliatory action
from some of the concerned countries. Also, imports of meat from Brazil into the United States are
threatened because of strikes affecting the health and sanitary services in Brazil, especially those related
to residues controls. Furthermore, the Brazilian difficulties with controlling FMD (Box, Page 24)
and the (illegal) use ofhormones in the country has been ofrising concern in the European Community.

4. Despite encouraging signs of reduced production this year and possibly in 1994, continued
high levels of European Community beef stocks continue to be of serious concern to most world beef
exporters. Up by 38 per cent in February 1993 over February 1992, EC beef stocks are currently
believed to approach 1.3 million tons, corresponding to about 17 per cent of annual EC beef
consumption. The disposal of the stocks may again occur in part through sales under special credits
to the former Soviet Union (negotiations for the delivery of 300 thousand tons are under way).
Nonetheless, disposal ofEC beef stocks ina manner which causes minimal trade distortion has become
increasingly difficult. In these conditions, current official estimates for stock levels by the end of
1993 and 1994 are 1.075 million tons and 980 thousand tons, respectively.

Cattle numbers and beefproduction

5. In 1993, world beef and veal production is expected to show little change compared to last
year, with some marginal decrease in a number of major producing countries and areas in line with
reduced cattle herd inventories. As in 1992, a decrease in output is expected in the European Community,
Central Europe and the CIS (Table 1). However, increases in South America, in particular in Brazil



Table 1 - Beef and veal production in major producing

countries ('000 tons)
.........

........

US 10,611 10,653 0.4

EC 8,370 8,030 -4.0

CIS a 6,861 6,543 -4.6

Brazil 4,880 5,000 2.4

Argentina 2,492 2,557 2.6

Australia 1,775 1,750 -1.4

Japan 600 615 2.5

New Zealand 525 590 12.4

a Source: USDA

consumption in major

1
70 67

78 63

48 44

42 36

50 36

45 30

24 22

6 10

and Argentina, as well as in New Zealand, will probably offset the decline almost entirely. Lower
beefand veal supplies in the EC reflect declining
cattle inventories and a related decrease of
slaughter, in particular in Germany and in France.
The impact of the implementation of the CAP
reform, as from 1 July, remains uncertain, but
may change predictions somewhat.

6. The drop in production in most Central
Eastern European countries and the CIS is
accompanied by sharply reduced livestock
numbers, and cattle in particular. Faced with
increased production costs, often related to
increasingly expansive imported feedstuffs, and
declining demand, producers have reduced their
herds. Although in most cases there seems to be
room for large productivity gains in the medium
to longer term, beef and veal output will

presumably decrease in the next one to two years.

7. The production rises expected in South America reflect increased slaughter in Argentina due
to declining cattle prices, and higher output in Uruguay as a result ofcontinued high slaughter ofheavier
cattle in the face of attractive beef prices in the domestic market. The situation in Brazil is less clear.

Although somewhat strengthened domestic demand has sustained cattle prices and beef production
so far this year, political and economic instability could threaten this development. In similar situations
it is the practice ofproducers to withhold their cattle as a guaranteed source of income for better days,
and this factor, added to the uncertainties created by the sanitary questions, may affect output levels.
In New Zealand, where beef output continues to be stimulated by the retention of dairy breed calves
for beef production, increased cattle numbers are expected to result in a significant rise in cattle slaughter,
a development which could support continued production growth throughout 1994.

Consumption

8. Over the last fifteen years, beef and veal
consumption in the major countries traditionally Table 2 - Per capita beef and veal major
participating inthe internationalbeefmarkets has consuming countries (kgs.)
been characterized by a more or less marked
declining trend (Table 2). Simultaneously,
consumption of other meats has increased with Argentina 61
pigment and especially poultrymeat, accounting Uruguay 57
for an increased share of per capital meat US 53
consumption in most countries. Last year was Canada 44
no exception to this trend; and while world beef
and veal consumption is estimated te have fallen, Australia 40

consumption of pigmeat and poultrymeat was New Zealand 47
again on the rise.

EC 25

4

9. The reasons for the decline in beef and
veal consumption vary somewhat from, country
to country, but there are a number of well-
known common factors, especially in industrialized countries (health concerns, aging populations,



stagnating household incomes, etc.). Moreover, for beef and veal to regain a higher share of total
meat consumption they would have to become more price competitive relative to other meats. Such
a development seems to have been impeded by the greater cost efficiency in the production of other
meats. In an anaemic economic environment, the quality and promotion campaigns in many industralized
countries may have slowed the decline in beef and veal consumption, but not reversed it.In the short
run, Asian countries seem to be among the few places where there is scope for increases in beef and
veal demand. The difficult economic situation in Central and Eastern Europe and in most African
countries has resulted in sharply reduced demand for expensive beef in the former, and has impeded
beef demand to develop in the latter.

Trade and international prices

10. Despite a further increase in beef import demand in North Asian markets, world beef exports
are likely to stagnate in 1993, mostly as the result of lower exports from the European Community,
Brazil and possibly Argentina (Table 3). Reduced exports by the EC do not reflect decreased export
availabilities, but poorer than expected import demand in the CIS. Added to stagnant domestic
consumption, lower exports will leave the European Community beef stocks close to 1 million tons,
continuing to exert a downward pressure on prices in the FMD area. Despite prospects for higher
output, Brazil is forecasting lower exports as increased domestic demand and sustained battle prices
contrast with declining export prices. Economic instability and sanitary issues may constitute a further
threat to the Brazilian export performance this year.

Table 3 - Beef Exports of Selected Countries
('000 tons carcass weight equivalentt"

ARGENTINA 402 284 302 -29.4 6.3

AUSTRALIA 1,137 1,222 1,130 7.4 -7.5

BRAZIL 326 434 386 33.1 -11.1

EC 1,244 1,239 1,000 -0.4 -19.3

NEW ZEALAND 441 451 480 2.2 6.5

UNITED STATES 539 601 626 11.5 4.2

URUGUAY 117 123 127 S.1 3.3

OTHERS b 246 212 226 -13.9 6.7

TOTAL 4,4534,566 4,277 2.5 -6.3

a Includes fresh, chilled, frozen, cooked, canned and otherwise prepared bovine meat; excludes carcass weight equivalent of cattle.

b Includes other countries participating in the Arrangement Regarding Bovine Meat. Secretariat estimates.

11. In Argentina, export competitiveness will continue to rely on comparatively low production
costs (partly dependent on the reduction of provincial and local taxes), reduced cattle prices in the
domestic market and, to a large extent, on the exchange rate policy. The fixed exchange rate against
the US dollar has diminished Argentinian export competitiveness, in particular in relation to its
neighbouring countries . Sofar this year cattle prices are runningbelow their 1992 level, cattle slaughter



has begun to rise, butper capita beefconsumption has increased significantly, resulting in lower exports.
In the FMD area, preliminary international price indications for the first few months of the year are
unclear, with Brazil reporting a fall in average export prices and Uruguay reporting an increase.

12. Import demand in North Asian markets may weaken somewhat this year but will continue to
support the export performance of North America and Oceania. Australian export sales are forecast
to decline in linewith reduced production and the imposition ofVERs by the United States. In contrast,
the three other major exporting countries operating in the "Pacific Rim" markets, the US, New Zealand
and Canada, expect higher exports this year. Despite the difficulties noted above, market access to
the Republic ofKorea is expected to improve through the year. Japanese imports are expected to rise.
However, in spite of last April's reduction of import tariffs (the last one under the on-going market
liberalizationprogramme), beefimport growth to Japanmay be tempered by thepoor economic outlook.

13. This year, and in the short term, Chinese Taipei, Hong Kong and Singapore wili remain other
bright spots in the region. In the medium to longer term, these and other South East Asian markets,
including the Philippines, Indonesia, Malaysia and China, offer the greatest potential expansion,
depending on economic growth in the area.

14. Export prices in the FMD-free area seem to have strengthened so far this year, reflecting an
unexpectedly strong increase in cattle prices in the United States. However, for the year as a whole,
US cattle prices are expected to decline, possibly pushing down world export prices.

The bovine meat markets by country

Austria*

15. After three years of expansion, Austria's cattle herd declined by 2 per cent in 1991. With
the exception of dairy heifers, the numbers of all other categories of cattle were down, including beef
cow numbers which had been the main factor behind herd growth in 1990. In line with herd reduction,
cattle slaughter increased for the second consecutive year by close to 5 per cent, mainly due to higher
cow cull (up 14.5 per cent).

16. In 1991, increased cattle slaughter resulted in 5.2 per cent beef and veal production growth
in Austria. OECD data suggests that cattle numbers rose again las, year and that beef and veal output
increased by a further 7 per cent. As the result o herd reduction, real producer prices for cattle fell
by 7 per cent in 1991. However, real beef retail prices were up 3 per cent, despite lower cattle prices
and increased supplies of all types of meat.

17. Austrian meat consumption reached 87.4 kgs. per capita in 1990. In 1991, per capita
consumption decreased slightly to 86.9 kgs. Pigmeat is by far the consumers' preferred meat (59 per cent
of the total), not least because it is more than 40 per cent cheaper than beef. Despite growing real
per capita disposable income, per capita beefconsumption stagnated in Austria in 1991 (21.7 kgs.,
as compared to about 25 kgs. in the second half of the 1970s). The increase in beef retail prices is
likely to have been an important factor in this development.

18. Despite increasing domestic production, Austrian beef and veal exports (mainly fresh and chilled)
were down 9 per cent in 1991. The fall reflects lower sales to Italy, the outlet for more than 60 per cent
of Austrian beef and veal exports. Average export prices were, at US$3,117 per ton f.o.b., 10.5 per cent
below their 1990 level. Live cattle exports, virtually all to Italy, rose from 2 to 3 thousand head.
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Cattle and calf numbers a 2,532 2,591 2,591 2.3 0.0

Beefand veal b:

Production 244 259 248 6.1 -4.2

Consumption 169 187 168 10.7 -10.2

Exports 51 50 58 -2.0 16.0

a '000 head, January. b '000 tons.

European Community

19. According to the December 1992 census, cattle and calfnumbers in the European Community
decreased by 2.3 per cent in 1992, foliowing a 3.8 per cent decline in 1991. Lower inventories in
the new German Federal states resulting in a 5 per cent fall in the total German cattle herd, continued
to be the main reason for this development. However, cattle numbers in most other EC member States
also declined, largely as the result of the cut in dairy quotas in 1991/92. The trend towards increased
beefcow numbers (up 7.6 per cent, excluding unavailable data for Spain and Greece) and lower dairy
cow inventories (down 3.9 per cent) continued, favouredbythesucklercowpremium and compensation
payments to producers who commit to abandon milk production permanently. Further cuts in dairy
quotas could result in an annual 1.5 to 2 per cent cut in dairy cow numbers in the next few years.
The limitation of the suckler cow premium under the CAP reform could further reduce dairy cow
inventories.

20. Cattle slaughter fell by about 4 per cent last year, reflecting lower slaughter levels of all
categories of cattle and especially lower cow cull in Germany. Falling inventories throughout the
European Community should normally result in a further decline in slaughter this year. Current
projections are for a 3 per cent reduction, but predictions may change in view of the implementation
of the CAP reform as from 1 July 1993 which will introduce major changes, especially a reduction
of the intervention price, a lower trigger point for safety net intervention and a ceiling for intervention
purchases.

21. In 1992, lower cattle cull resulted in a drop ofbeef and veal production of approximately 4 per
cent. However, because of faltering domestic demand, beef and veal stocks continued to accumulate
and, by year end, reached a record level of 1.1 million tons. Cattle prices recovered somewhat, but
intervention purchases remained substantial (830 thousand tons), though lower than in 1991, while
intervention sales levelled-off. This year, production is expected to decline by a further 4 per cent.
During the first quarter 1993, intervention purchases fell sharply compared to the same period last
year (according to the CAP reform, intervention purchases cannot surpass 750 thousand tons this year).
This was related to a reduction in the maximum price accepted under intervention tenders, as well
as the fact that cattle prices in most EC member States firmed. However, intervention sales fell even
more (Chart 1), leaving stock levels 34 per cent higher than last year, despite some decrease in the
beginning of the year. Current forecasts put beef stock levels, by year-end, at above 1 million tons,
only 1.4 per cent lower than in 1992.
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Chart 1 - EC - Beef production and stocks a
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22. An anaemic economy (GDP is estimated to have increased by less than 1 per cent) and high
beefprices compared to competing meats resulted in an estimated 3.2 per cent drop of per capita beef
consumption (to 21.5 kgs.) in the European Community in 1992. Over the last five years, beef and
veal consumption increased significantly only in Spain and Portugal, remained more or less stable in
France and Italy, and substantially declined in other member States. These trends are unlikely to change
in 1993, especially taking into account the expected weak economic performance in Spain and Portugal.

23. In contrast with earlier estimates, EC beefand veal exports in 1992 did not decline significantly.
At 1.2 million tons, they remained almost stable (-0.4 per cent). Preliminary estimates for the first
half of 1992 suggest that beef and veal exports increased by 23 per cent, or 133.2 thousand tons, to
reach 711.3 thousand tons. The increase was largely due to a 140 thousand tons rise in frozen beef
exports (mostly from intervention stores) to Russia, Albania, Turkey, former Yugoslavia, Egypt, Ghana
and Zaire. Fresh and chilled beef exports, which were mainly destined for North and West Africa,
fellby 33 per cent, to 57 thousand tons. Exports ofprepared and preservedmeat totalled 53.4 thousand
tons, up 29 per cent. However, beef and veal exports appear to have decreased significantly in the
second half of the year, largely as the result of lower exports to the CIS, but also due to reduced sales
to the Middle East. In 1993, beef and veal sales are forecast to decline by 19 per cent, to 1 million
tons, a trend expected to continue next year. EC beef and veal imports from third countries rose by
7.4 per cent to 480 thousand tons in 1992, with further but less accentuated import growth expected
in 1993 and 1994.

24. In 1993, concessionary beef import quotas were fixed as follows: 53 thousand tons frozen
beef ("GATT quota"); 34.3 thousand tons high-quality beef ("Hilton quota"); 2,250 tons Australian
buffalo meat; and zero tons "manufacturing beef balance quota", (in 1992 this resulted in an
"autonomous high quality import quota" of 11,430 tons). The "ACP scheme" quota was fixed at
50,819 tons, and the "frozen thin skirt" quota was fixed at 1.5 thousand tons. Live animal quotas
were unchanged with 198 thousand head "young male animals balance sheet"; 42.6 thousand head
"specified mountain breeds" (1 July 1922 to 30 June 1993); and 5 thousand head "alpine cattle" for
the same period. Under the Association Agreements concluded in 1992, Poland, Hungary and the



Czech and Slovak Republics were granted the possibility of exporting to the EC, at a reduced levy,
beef quantities based on past performance until 1996. When the Community finances "triangular
operations" concerning these countries' sales to the former Soviet Union, the quantities involved will
be deducted from the EC import quotas allocated to these countries. In 1993, the total number of live
cattle which can be imported from these countries was fixed at 35,600 head, and the import quota for
chilled beef and frozen beef at 4.4 thousand tons, 5.4 thousand tons and 3.25 thousand tons, to Polarid,
Hungary and the Czech and Slovak Republics respectively.

~.

Cattle and calf numbers a 81,435 79,645 79,000 -2.2 -0.8

Beef and veal b

Production 8,723 &,398 8,050 -3.7 -4.1

Consumption 7,670 7,425 7,550 -3.2 1.7

Imports 447 480 485 7.4 1.0

Exports 1,244 1,239 1,000 -0.4 -19.3

Stocks 876 1,090 1,075 24.4 -1.4

a '000 head, 31 December b '000 tons

Finland *

25. In Finland, cattle numbers are on a downward trend since the beginning ofthe 1980s, reflecting
efforts to curb milk output. In 1992, the Finnish cattle herd evolved in line with developments over
recent years: total inventories fell by 3.3 per cent (June over June 1991) as, a decline in dairy cattle
numbers more than offset an increase in beef cattle numbers. The decrease of dairy cattle numbers
continued to be related to the operation ofdairy quotas and the milk bonus scheme. These programmes
induce producers to move away from dairy cattle to beef cattle raising. However. adverse climatic
conditions in Finland and low profitability (beef producer prices continue to fail) remain important
obstacles to specializing in beef production. Beef cattle represented about 6.5 per cent of the total
herd last year. At the end of 1992, cattle numbers were an estimated 5 per cent lower than end 1991.

26. Total cattle slaughter showed little change in 1991. While cow slaughtering went up by
3 per cent due to the milk output reduction programmes, adult male cattle and calf slaughter was reduced.
Beefproduction increasedby 3 per cent, reflecting increased average slaughter weights. From January
to June 1992, cattle slaughter fell by 8.6 per cent as the result of declining cattle numbers. For the
year as a whole, cattle cull is estimated to have declined by 5 per cent, and a further decrease is expected
for 1993. Beef production is estimated to have declined in 1992 (down about 6 per cent) and a similar
drop is expected in 1993.

27. The trend towards lower average producer prices, which began in March 1990, continued in
the second quarter of 1992, after a briefprice rise between January and March. Retail prices followed
an opposite trend, rising continuously since 1990 with the exception of the first quarter of 1992. This
divergence of price trends may reflect the relatively closed nature of the Finnish meat market. High
and increasing retail prices for beefcontributed to dampening percapitabeefconsumption: an estimated



1.7 per cent in 1991 and more than 5 per cent in 1992. In 1991, lower beef consumption went along
with an increase in the consumption of poultry meat (pigmeat intake stagnated). Estimates for 1992
suggest that beef and pigmeat consumption declined, while that of poultry meat stagnated. In 1993,
per capita beef consumption is expected to stagnate.

28. Inland is self-sufficient in beef but imports small quantities of high quality cuts. In 1991,
beefexports roseby 80 per centto 18 thousandtons, thehighest level since 1987. Frozenmeat exports,
44 per cent of the total, went mainly to Mexico. Exports of canned product, 29 per cent of the total,
went to a range of markets, Lebanon being the major outlet. Sales of fresh meat, representing
26 per cent of total exports, went mostly to Sweden. The average export price for frozen beef was
US$1,460 per ton f.o.b., down 21 per cent from 1990. Beef exports declined by 2.4 per cent from
January to June 1992. However, for the whole of 1992 Finish beef exports are estimated to have
declined by more thanl 60 per cent, reflecting lower beef production. Export prices for frozen beef
increased by 3 per cent during the first half of 1992. Mexico was again the main destination for these
exports.

Cattle and calf numbers 1,263a 1,222b 1,170 -3.3 -4.3

Beef and veal b

Production c 122 115 1G8 -5.7 -6.1

Consumption 107 101 100 -5.6 -1.0

Exports 18 7 10 -61.1 42.9

a '000 head, 1 December b ' 000 head, 1 June c '000 tons

Norway

29. Reductions in milk quotas and the tightening of the two-price system resulted in a 7 per cent
rise in dairy cow slaughter and a 2 per cent fall in dairy cow inventories in 1992. As this decline was
offset by increased beef cow and calf numbers, the total cattle herd remained relatively unchanged.
In 1993, lower calf and dairy sow numbers may be only partially compensated by higher bull and beef
cow inventories, and the total herd could decline by some 7 thousand head to about 1 million head.

30. Increased cow slaughter was accompanied last year by rising bull kill, resulting in a 6 per cent
rise in total cattle cull. Given little change in average slaughter weights, beef and veal production
rose to 84 thousand tons. Current forecasts suggest a slight rise in output this year, followed by a
slight decline in 1994. Beef and veal production are currently at record levels (in the 1980s it hardly
ever reached 80 thousand tons), but in the longer term the policies pursued to. curb milk production
are likely to result in a smaller total battle herd.

31. Real producer prices, deflated by the consumer price index,remained, unchanged last year.
Wholesale and retail prices of meat also remained stable. A modest income growth does not seem,
to have had any impact on per capita meat consumption. Poultrymeat was the only type of meat to
show modest consumption growth.



~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~........
Table 4 - NORWAY - Exports to Mexico ("Q" = ' 000 tons;

"V" = US$ '000, f.o.b.)

Q V Q V Q V

2.6 3.2 1.2 1.2 3.0 4.0

32. Norwegian beef exports doubled from
3 to 6 thousand tons in 1992. The bulk of
Norwegian exports consisted of frozen beef
(4.4 thousand tons valued at US$6 million).
For the third consecutive year, Mexico was
the major destination (Table 4). Sweden,
Denmark and the United States were other
destinations. Despite stable production and
decliningbeefdemand inNorways exports are
forecast to fall back to their 1990 level of 3 th tons in 1993.

a '000 head, 1 January b'000 tons

Sweden

33. Beef cow inventories continued to increase in 1992, reflecting the new agricultural policy
introduced on 1 July 1991 and the adjustment measures in the dairy sector, which led to a shift from
dairy to beef cattle raising. The expansion of the beef cattle herd was also encouraged by the reform
measures which provide for the conversion of agricultural land to other uses, such as extensive cattle
production. Beef cow numbers are expected to continue expanding in the near future , leading to
sustained growth ofto total cattle herd, at least
until next year. In line with continued herd Table 5 - SWEDEN -Beefandvealimportsby origin ('000 tons,
expansion, cattle slaughter decreased significantly product weight)
in 1992, by 7 per cent, for the second consecutive

not sufficient to avoid a productiondrop ofabout Poland 4.1 5.9 43.9
6 per cent. Forecastsfor 1993and 1994suggest Hungary 2.0 3.1 55.0
increased cattle kill and sustained average cattle Finland 0-28
weights, which should result in higher output 30-28
levels in both years. Australia 1.6 2.4 50.0.

Denmark 0.6 2.4 300.0
34. Producer returns increased by 3 per cent Denmark 3478
in real terms last year, a rise supported by lower Others2.3 3.4
production and stable domestic demand.
At 17.1 Kgs., per capita consumption of beef is
about half that of pigmeat (32,7 Kgs.) and appears to have been remarkably stable in recent years,
despite the sustained growth in real per capita disposable income. Per capita consumption ofsheepmeat
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has also remained at its low level (0.8 kgs). This has been accompanied by a slow, but sustained growth
of poultrymeat intake 6.5 kgs. last year, in line with the trends in other industrialized countries.

35. Reduced production and the phasing-out of export subsidies led to a 19 per cent drop in beef
exports last year. Export returns amounted to US$13 million, 63 per cent of which care from sales
ofprocessed beef, inparticular to Germany, Russia and France. Sales of frozenbeefto the United States
declined from 3.2 thousand tons in 1991 to 1.4 thousand tons last year, valued at US$2.7 million.
Sales to Mexico fell by 800 tons, from 2.1 thousand tons in 1991. Beef and veal imports (Table 5)
grew to almost 26 thousand tons (US$76 million), in line with production and consumption trends.
Stagnant production and consumption are expected to result in lower beef trade in 1993. In 1994,
increased domestic demand is expected to stimulate Sweden's beef production.

Cattle and calf numbers a 1,709 1,776 1,810 39 1.2

Beef and veal b

Production 137 130 131 -5.5 0.0

Consumption 148 148 148 0.0 0.0

Imports 20 26 19 31.3 -5.8

Exports 12 10 6 -8.7 -40.0

a '000 head, 31 December b'000 tons

Switzerland *

36. The Swiss cattle herd decreased by 2.5 per cent in 1992. The fall reflects lower numbers for
all categories of cattle, but was particularly strong for calves (down 24 thousand head) and dairy cows
(down 14 thousand head). Falling cattle numbers appear tobe relatedto continuously declining producer
prices. Between 1989 and 1991, real producer prices (average for oxen and heifers, Class IA, free
market) fell by 26.6 per cent. During the first nine months of 1992, cattle numbers declined further
by a 6.4 per cent drop compared to the corresponding period of the previous year.

37. Lower prices led Swiss producers to increase cattle slaughter in 1991 (up 5.8 per cent), with
significantly increased cow and calf cull. From January to June 1992, cattle slaughter continued to
increase by 2 per cent, resulting in a 3.2 per cent beef and veal production growth. However, for
1992 as a whole cattle slaughter is estimated to have hardly increased, and beef and veal output for
the whole of 1992 is also likely to have little changed from the 1991 level. As from January 1993,
beef cattle supply is expected to increase in response to the reduction of the cattle elimination
contribution. As veal supply will also rise seasonally until May/June, producer prices will probably
continue to fall in the short term.

38. Beef retail prices fell by 9.4 per cent in real terms during the first halfof 1992. Consumption
declined by 1 per cent from January to September, and earlier estimates of a modest rise for the year
as a whole appear optimistic. The decline in beef consumption seems to be related to deteriorating
economic conditions in Switzerland. Demand is shifting away from beef and pigmeat towards



poultry meat (up 7.5 per cent from January to September 1992 from the corresponding period of the
previous year).

39. Swiss beef and veal imports, amounted to 4.2 thousand tons between January and September
1992, down 8.7 per cent from the previous year. Imports were thus at a historical low, mirroring
the stagnation ofdomestic beefand veal demand. In 1991, imports offresh and chilled beefrepresented
51 per cent of the total and originated mainly in Brazil (1.72 thousand tons, US$13,024 f.o.b.) and
Argentina (1.1 thousand tons, US$9,148 f.o.b.). Canned and cooked beef represented 26 per cent
of total imports and came mainly from the EC (1.72 thousand tons, US$20,060 f.o.b.). Argentina
was the main supplier of frozen beef with 1.36 thousand tons (US$5,545 f.o.b.). The main import
sources are not likely to have changed in 1992.

Catte and calf numbers a 1,829 1,783 1,770 -2.5 -0.7

Beef and veal b

Production 170 169 171c -0.6 1.2

Consumption 174 176 177,c 1.1 0.6

Exports 8 8 8c o.o -4.8

a '000 head, 21 April b'000 tons cSecretariat estimates

Yugoslavia*

40. At the beginning of 1992, battle numbers in Serbia and Montenegro were down by 6 per cent
from their year earlier level. Last year, persistent drought, especially between July and September,
caused considerable reduction inthe productionoffodder, includingpasture, green fodder, winter fodder
(hay, silage), corn and protein forage. Furthermore, imports of protein forage, calves, beef and other
livestock products were reduced during the first months of the year and suspended afterwards.
Meanwhile, marketing of meat and meat
productsbecameincreasinglydifficult. Fed-calf Table 6 - YUGOSLAVIA (Serbia and Montenegro) - Meat
prices multiplied by a factor of 10,5, leading to Production ('000 tons)
sharply increased retail prices. E g % } l

41. From January to August 1992, beef __
production fell by 21 per cent in the Beefand veel 135 112 -17.0
slaughterhouse industry, while pigmeat and plgmeat 254 203 -20.1
poultry meat output fell by 8.3 per cent and Sheepmeat2930
19.5 per cent, respectively. Sheepmeat 93 .
production roseby27.3 per cent. As sheepmeat Poultrymeat llO 90 -18.2
output accounts only for a minor share in total Other 33 30 -9.1
meat supply (5.2 per cent in 1991), meat Total510 450 1.
production is estimated to have fallen by o56. 4500-7
17 per cent in 1992 (Table 6). Increased retail
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prices and adecline inconsumers' purchasing power resulted in reducedmeat consumption, inparticular
consumption of beef.

Bulgaria

42. The overall economic difficulties experienced by Bulgaria and the sharp increase in retail prices
since the spring of 1991 (meat retail prices rose bymore than 800 per cent) continued to have an adverse
impact on the agricultural sector in general and on cattle breeding and meat production in particular.
Cattle and calf numbers continued to fall in 1991 (down 7.5 per cent or 118 thousand head) and the
situation in other meat sectors was even worse. The pig herd declined by 25 per cent, or more than
1 million head, sheep numbers fell by more than 1.2 million head and poultry numbers by
6.3 million head. In 1992, the situation worsened, and cattle numbers decreased by a further 10 per
cent, or 147 thousand head.

43. This situation led to a dramatic fall of beef and veal production by 45.6 per cent to
57.5 thousand tons in 1991, followed by a further 9 per cent drop last year. While there is no
consumption data available, many observers agree that there has been a major drop in meat consumption
levels, given the sharp price increase for meat and the decline inthe purchasing power ofthe population.

44. Another indication of the serious difficulties which the Bulgarian meat sector faced in 1991
was the significant cut of exports and imports of bovine meat to close to zero. Last year, probably
as the result of a continuing decline in domestic consumption, beef and veal exports recovered to
6.6 thousand tons. Of these, 3.5 thousand tons were fresh and chilled beef destined for Turkey and
Lebanon; 1.7 thousand tons were frozen beef for Turkey and Greece; and the remaining
1.4 thousand tons were canned beef for the Commonwealth of the Independent States. Live cattle exports
rose sharply to 123 thousand head (26 thousand head in 1991), with Lebanon, Libya, the former
Yugoslavia and Syria being the main destinations.

Cattle and calf numbers a 1,457 1,310 ... -10.1 ...

Beef and veal b

Production 58 52 ... -9.0 ...

Consumption ... ... ... ... ...

Exports 0 7 ... 3,200.0 ...

a'000 Head, 1 January b'000 tons

Hungary

45. As noted in previous reports, the decline in livestock numbers in recent years has been a good
illustration of the difficulties with which the meat sector has been confronted in Hungary. In a country
where meat output accounts for about 20 per cent of total food production, pig numbers fell from



IMC/W/89

8 million head in 1990 to 5.4 million last year. Cattle inventories dropped from 1.6 million to

1.2 million during the same period, the lowest level in at least the last thirty years. Similarly, sheep

and poultry inventories were also dramatically reduced. In consequence, meat production declined

sharply (Chart 2).

Chart 2 - HUNGARY - Livestock numbers
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46. Economic and agricultural policy reforms aiming at an increased liberalization andprivatization
ofthe sector are the main causes underlying such evolution. Large scale slaughterhouses are integrated
vertically, including breeding, slaughtering, freezing, processing, warehousing and product marketing.
They often operate at 50 per cent of their capacity'. These factors complicate privatization and so

far only three out of 19 state-owned slaughterhouses have been privatized, despite an initial target of
complete privatization by the end of 1992. However, these difficulties were not an obstacle for the
multiplication of smaller private slaughterhouses and processing companies, which are more economically
viable because of lower operating costs.

47. On 1 March 1993, a law for the regulation of agricultural markets entered into force.
Implementation of the law in the different commodity areas will be organized by the Ministery of
Agriculture in cooperation with other ministeries and the Commodity Councils, in this case the Livestock
and Meat Produce Council. The law is divided in two parts, with direct market controls on products
considered to be essential (bread wheat, feed maize and milk). Meat products, beef, pigmeat and
poultrymeat currently belong in the second, "non-essential" category, but will be included in the first
group as from January 1994.

48. Meat demand has decreased sharply in Hungary over the past few years (Table 7). Beef per
capita consumption is estimated at 5.5 kgs. in 1992, roughly half its level at the end of the 1970s.

¹ Laszlo Ranky, Meat Markets from Eastern Europe, Paper delivered at the Ninth World Meat Congress, Sydney, April 1993.
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Underlying this development are theerosion in Table 7 - HUNGARY - Meat Consumption (Kgs.)

unemployment.
Pigmeat 41.5 38.8 33.0 29.0

49. The collapse of Comecon resulted in Beef& 7.7 6.5 6.0 S.S
sharply reduced Hungarian beef exports to veal
Eastern European markets. The former Poultry 21.4 22.8 22 29
Soviet Union was Hungary's largest market for meat
meat in general and for live cattle and beef in Sheep 0.4 0.4 0-4 0.5
particular. Yugoslavia was another important meat
destination. Reportedly, only Croatia and p)Preliminary data
Slovenia are in a position to purchase some
Hungarian meat, and Russia remains to largest
potential market for meat. However, Hungary faces stiff competition from the European Community
in this market. The idea of Hungarian exports to Russia financed by the European Community does
not seem, to have been acted on. Risky barter deal operations are seen as the only way to export to
Russia. The importance of the EC market has consequently grown as an alternative outlet. The
Association Agreement provides, until 1996, the opportunity ofexporting to the European Community
at a reduced levy, with beef quantities based on past performance. Under the terms ofthe Agreement,
salami, dry sausages and pork cuts also benefit from reduced levies. However, Hungarian cattle, meat
and dairy exports to the European Commnunity were adversely affected by the import ban imposed
by the European Community on grounds of Foot-and-Mouth, (FMD) disease. The ban, which also
appliedtootherCentral andEasternEuropeanCountries andpartoftheformer Soviet Union, provoked
immediate reciprocal action by some of these countries. The ban applied to Hungary has now been
lifted.

Cattle and calf numbersa 1,420 1,159 ..-18.3 .

Beef and veal b

Production 156 140 c ..-10.3 .

Consumption 57 52 ..-8.8 .

Exports 43 38 ..-11.6 .

a '000 head, 1 January b '000 tons cSecretariat estimates

Poland

50. Cattle numbers in Poland were substantially reduced in recent years both in the private and
public sector. This trend is expected to continue in the near future, but at a slower pace (down
1.4 per cent this year against 14 per cent in 1992). However, grain shortages due to the 1992 summer
drought are seriously affecting the livestock sector. The pigmeat sector is particularly hit by sharply
increased, grain prices and falling pig prices, squeezing profit margins.
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51. While domestic demand for pigmeat consistently increased in the last few years, demand for
beef, milk and dairyproducts declined. Wholesale milkprices decreased accordingly, leading producers
to reduce cow inventories which resulted in increased beef supplies. Bovine meat prices levelled off
and profitability shrank. This trend may have begunto change last year: total cattle slaughter decreased
by 14 per cent, and cow and heifer cull by 9 per cent. Lower cattle slaughter reflects a reduced herd,
but may also be partly the result of the 2-3 per cent increase in producer prices (in real terms). In
line with lower cattle slaughter, beef production fell by 15 per cent last year. Per capita consumption
continued its downward trend to an estimated 14.5 kgs., from 17 kgs. in 1991.

52. Live cattle exports apparently decreased from a record 723 thousand head in 1990 to only
102 thousand head in 1991. Lower cattle exports seem primarily due to the declining cattle herd, and
reflect reduced sales to all major markets, and in particular to the European Community. Likewise,
beef and veal exports (fresh and chilled) are estimated to have dropped by 55 per cent in 1991, to
20 thousand tons, product weight. Poland was nevertheless able to double its beefsales to the Republics
ofthe former Soviet Union from5 thousand tons, product weight, to 10 thousand tons. In 1992, experts
ofslaughter cattle are estimated to have fallenagain, but beefexport estimates continue to beunavailable.

53. In 1989, the market situation in Poland forced the importation of a record 108 thousand tons
ofbeef, product weight. In 1991, purchases abroad totalled some 23 thousand tons, up from 2 thousand
tons imported in 1990.

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
Cattle and calf numbersa 8,844 7,603 7,500 -14.0 -1.4

Beef and veal b:

Production 636 540 480 -15.1 -11 .1

Consumption 645 560 520 -13.2 -7.1

Imports 23.3 ... ... ... ...

Exports 19.6 ... ... ...

a '000 head, 1 January b '000 tons

Romania

54. The dramatic decline in Romanian cattle inventories in the last five years (Chart 3) reflects
the difficult situation facing the livestock sector in Romania. Cattle and calf numbers fell sharply to
an estimated 3.7 million head in 1992, almost half their level five years earlier. The decline was related
to erratic feed supplies, which led to high cattle slaughtering, and to the dissolution of co-operative
fans and other problems associated with the privatization process. Despite higher cattle slaughter,
beefand veal production fell (except in 1990, when increased imports of animal fodder allowed a brief
recovery in slaughter weights). In spite of reports of improving efficiency last year, beef and veal
output are estimated to have fallen again by 24 per cent. The return of land to its former owners in
accordancewith theprivatizationlaw is reported to have already resulted inthe emergence ofone million
more landowners. Privatization is apparently resulting in the fragmentation offarms into economically
non viable units, or farms which, because the owners are elsewhere employed, are left uncultivated.
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55. Increased output in 1990 resulted in a striking 78 per cent growth in per capita consumption,
to 12.8 kgs., supported by state controlled prices until the third quarter ofthe year. An estimated 12 per
cent drop of consumption in 1991 reflected the price liberalization, an acceleration of inflation and
growing unemployment. While pigmeat intake registered a smaller 5 per cent drop (to 25.4 mgs.),
that of poultrymeat declined by 20 per cent. Data for 1992 is notavailable, but the substantial decline
in production and a 35 per cent rise in real beef retail prices suggest a sharp reduction in consumption
last year.

6. Since February 1991, livestock, meat and meat products have been affected by export quotas
imed at limiting domestic shortages. Such measures, coupled with declining consumption, have reduced
mport levels since 1991. In 1991, beef exports were limited to 6 thousand tons, and last year, to

thousand tons. The structure of beef exports has also changed. In 1991, fresh and chilled exports,
ostly to former Yugoslavia, represented 63 per cent of total exports. Last year, they represented

per cent, with canned and cooked beefamounting to 49 per cent ofthe total . The nain destination
s Germany. Frozen beef sales grew to 4.5 thousand tons and the -major export market was Russia.

and beef export returns amounted to US$51 million last year, compared to
S$48.1 million in 1991.

iO

s»
00

-------

-FA - J

------

-

-



~~~~~~~~~~~~~~~~~~ ~~~~~~~~.:..*...* - .-.......

Cattle and calfnumbers a 5,381 4,355 3,683 -19.1 -15.4

Beef and veal b

Production 287 219 121 -23.7 -44.7

Consumption 296 257 -13.2

Imports 58 11 i1 -81.0 0.0

Exports 0 6 11 6,100.0 72.6

a '000 head, 31 December b'000 tons

South Africa

57. In 1992, the South African cattle herd decreased for the second consecutive year. With the
exception ofbeef cows, inventories of all categories of cattle declined. Although mainly cyclical, this
reduction was also related to drought which led to massive cattle slaughtering by the middle of the
year. Slaughter increased to an estimated 2.5 million head in 1992, a 4 per cent increase over 1991.
Weather conditions have improved in the last few months and rains in some parts of the country are
expected to result in a cattle cull decline of about 8 per cent in 1993, and possibly in a return to herd
rebuilding as early as from 1994.

58. Two-thirds of South African beef production depends on natural and cultivated pastures, with
feed-lot operations accounting for the rest. However, at present 60 per cent of the slaughtered stock
is marketed through feed-lot operations. Increased slaughter and higher weights boosted production
to 743 thousand tons in 1992, or 69 per cent of total red meat production. In contrast, projected lower
cattle slaughter and reduced weights this year and next, if correctly forecast, should result in lower
output, and not, as officially forecast, in higher production levels.

59. In recent years, the South African meat sector has been gradually deregulated2. The last
deregulation move, on 22 January 1993, lifted all remaining restrictions regarding the movement and
method of sale of slaughter animals, meat, offal, hides and skins in the controlled areas, as well as
control over the sale and slaughter of animals in the controlled areas. Producers can now choose which
abattoir to use. The state-owned Abattoir Corporation (Abacor), which operates slaughterhouses
throughout the country and accounts for 40 per cent ofslaughtering, will be privatized, with wide share
distribution recommended. In the future, the Meat Board will only be responsible for the classification
of meat, grading of hides and skins at certain abattoirs and, when requested, the maintenance of an
auction system. It will continue to operate a floor price scheme by determining a floor price and
purchasing meat at that level. Abattoirs are free to apply the scheme³.

²See previous situation and outlook reports, IMC/INV/12/ series documents and C/RM/S/37A.

³The filoor price isdetermined twice a year on the basis of market trends and serves as a minimum guaranteed price to producers according
to class, mass and species. Its purpose is to ensure long-term stability for the producer and to serve as a long-term guideline for production.



60. High cattle slaughter limited price rises for beef and veal in 1992. The average producer price
(average of all grades and all markets) went up by less than 1 per cent. Prices are expected to surge
in 1993, reflecting lower cattle slaughter in view of improved weather conditions, as well as the structural
changes noted above.

61. Despite lower disposable income and a 5 per cent rise in retail prices, revised data indicates
that, in 1992, per capital beef consumption grew by 2.6 per cent. Stronger price rises of competing
meats, supported by promotional campaigns of the Meat Board, rendered beef more attractive (per
capita consumption of all other meats is estimated to have decreased). But relative prices did not
fundamentally change, and beef remains by far the most expensive meat (Chart 4). In recent years,
meat demand has shifted towards less expensive poultrymeat and sheepmeat. This trend is likely to
continue in the near future.

Chart 4 - SOUTH AFRICA - Retail meat prices
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62. Against earlier estimates, South Africa did not reach self-sufficiency in beef last year.However,
the self-sufficiency ratio has been on the rise in the last few years and import levels have decreased.
From the drought induced record of 50 60 thousand tons reached in 1988 and 1989, imports are now
back to an annual average of 22 thousand tons source almost exclusively in neighbouring countries.
Live cattle imports went up by 11 per cent last year, butat152thousand head, remained within the
"traditional" level. However, the number of live animals imported from outside the common customs
area declined dramatically in recent years as a result of a 60 per cent import surcharge. The surcharge
has been gradually reduced since 1990 and in August 1991 stood at 15 per cent. Beef and veal exports
totalled 1.6 thousand tons last year, which comparedto1.1thousand tons sold in 1991.
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63. South African meat exports are controlled by the Meat Board under the Marketing Act. The
Board determines global amounts for export subject to annual Ministerial approval and can export
directly. Private companies are required to obtain a permit, issued by the Board, in order to export
directly. The Meat Board subsidizes exports from a stabilisation fund, financed from special levies
paid by producers. It allocates quotas to exporters on the basis of their previous performance. Last
year's increased production, coupled with import levels similar to those of 1991, led to an unusually
high level of stocks by the end of the year (30.7 thousand tons, compared to virtually no stocks in
the recent past). Stocks are expected to be absorbed in 1993 and beyond, mostly by the domestic market.

Cattle and calf numbers a 8,631 8,400 8,288 2.7 1.3

Beef and veal b

Production 703 743 778 5.7 4.8

Consumption 718 747 815 4.0 9.1

Imports 24 22 22 5.9 2.7

a '000 head, 1 January b '000 tons

Tunisia *

64. In Tunisia, 80 per cent ofthe cattle is raised in the north ofthe country where pasture conditions
are relatively favourable. Between 1988 and 1990, cattle numbers fell by 12 thousand head due to
two years of drought. The cattle herd started building up again in 1991 to reach 732 thousand head
last year.

65. While earlier estimates suggested a modest production growth, revised data shows that in 1991
production increased sharply to 40.9 thousand tons (up 20.6 per cent). Although not meeting the target
of full self-sufficiency in meat of the Seventh Plan (1987-91), the self-sufficiency ratio for bovine meat
increased from 66.3 per cent in 1986 to 75 per cent. The Eighth Plan (1992-1996) re-iterates the
objective to reach self-sufficiency in the sector. Last year, production grew by an estimated 27 per cent
to 52 thousand tons.

66. Domestic production of beef by and large stagnated in Tunisia between 1987 and 1990. State-
controlled retail prices have been kept unchanged since 1989, but in the context of difficult general
economic conditions per capita beef consumption has slightly decreased since 1987. In September
1990, wholesale and retail prices of domestically produced beef were liberalized, and on 24 July 1991
the state-controlled retail prices for imported beefwere increased. Moreover, the Eighth Plan eliminated
the consumer subsidy for beef. In response, bovine meat consumption is expected to remain stagnant
in the short to medium term.

67. In 1991, beefand veal imports into Tunisia grew marginally from their 1990 (and 1984) record
level of 15 thousand tons. Live cattle imports, estimated at 6 thousand head, remained close to the
1990 historical trough. Tunisia appears to be in a process ofchanging its import policy from live cattle
to beef. The major beef supplier has traditionally been France. Poland has been a major live cattle
supplier to the Tunisian market. Bulgaria, France and Germany have been other important live cattle
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suppliers in the recent past. Imports are estimated to have decreased last year, reflecting increased
domestic production. A further drop of live cattle imports is expected in 1993.

68. In 1992, Tunisia introduced the Eighth Plan which, like the previous one, sets self-sufficiency
in the bovine meat sector as a target. Self-sufficiency is now to be reached in 1996.

69. The Eighth Plan introduced new technical support measures to encourage cattle-feeding operations
and the valorization of slaughter cows. Furthermore, the Plan includes measures to improve food
resources, in particular the extension of areas sown instead of left fallow, the introduction of high-yield
varieties and the improvement of forest and non-forest common grazing land.

70. Among the major economic measures introduced by the Eighth Plan are the confirmation of
the producer and consumer price liberalization measures introduced in September 1990; the elimination
of the consumer price subsidy for bovine meat; and the creation of service companies with the aim
of reducing production and marketing costs for cattle-farming products. With respect to the new
legislative and fiscal measures, the beef sector is directly affected by the revision of the customs regime
for imports of bovine meat and the unification of slaughter fees.

Cattle and calf numbers a 696 732 ... 5.2 ...

Beef and veal b

Production 41 52 45 26.8 -13.5

Consumption 51 51 45 0.0 -1 !.8

Exports 14 8 6 -42.9 -25.0

a '000 head. b '000 tons.

Argentina

71. In line with herd rebuilding (estimated cattle numbers increased by 3 per cent), cattle slaughter
fell by 5 per cent in Argentina last year. Cow cull participation in the total slaughter reached 40 per cent,
(Chart 5) a level similar to the two previous years but 5-6 per cent below that of the mid-1980s. The
young cattle participation in the overall slaughter mix equally fell, while Argentina's beef production
declined during the last three years. Forecasts for 1993 are for a further 5 per cent cattle herd growth
to 61 million head.



Chart 5 - ARGENTINA - Cattle slaughter
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72. Reduced slaughter resulted in lower beef and veal production, estimated to have declined by
a similar percentage (down 4 per cent). Increased cattle herd retention and lower beef supply led to
rising cattle prices. Thus, the real price index for steers (1960=100) reached 96, up 21.5 percentage
points from the previous year and the highest level since 1987. In contrast, during the first four months
of 1993, cattle slaughter is estimated to have increased, conceivably due to a fall in cattle prices by
14 per cent in real terms.

73. Estimated at 67 kgs. per capita, Argentina's beefand veal consumption was close to a historical
trough of 66 kgs. in 1989. Increased prices partly explain last year's low consumption level, but also
the more uncertain economic situation following the strong expansion of the economy triggered by
the April 1991 "Convertibility Law". Competition from poultrymeat was another factor affecting
Argentinians' demand for beeflast year. Broiler prices were significantly lower than beefprices, leading
an increasing number of consumers to turn to poultrymeat (some 15 kgs. in 1992 against 10 kgs. in
the 1980s). Low poultrymeat prices reflected ample supply from domestic sources and rising imports
from Brazil. Contrary to expectations, Argentina's beef consumption is estimated to have recovered
significantly during the first quarter 1993 (up 7 per cent).

74. Bovine meat exports from Argentina are estimated to have decreased by 29.4 per cent last year.
At 284 thousand tons, exports reached their lowest level in six years. Beef exports were handicapped
by sharply higher domestic cattle prices, a real appreciation of the peso, high taxes and strong competition
from Brazil. The withdrawal of the export tax at the end of 1991 was not sufficient to boost exports,
even though average export prices are estimated to have risen by some 10 per cent, to 1,883 US$/ton
f.o.b., during the first nine months of the 1992. The principal markets for high quality
(fresh/refrigerated) beef exports from Argentina are the European Community (with Germany having
a 93 per cent share of the sales to the EC), followed by Chile as a distant second. Corned beef exports

E
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continued to go almost entirely to the United States and the EC (with the United Kingdom accounting
for more than 70 per cent of the sales to the EC).

75. Argentina's beef and veal exports were expected to rise progressively as from 1993, to reach
some 324 thousand tons in 1995. The largest rise was expected for fresh/refrigerated cuts (13,700 tons),
while canned beef exports were predicted to decline by some 7 thousand tons. Export prices were
forecast to rise by some 8.5 per cent between 1992 and 1995. However, Argentinian exports decreased
during the first quarter of 1993, partly reflecting the continuing strength of the peso. According to
unofficial sources, at the end of 1993 Argentina's beef exports may be 7 per cent lower than a year
earlier.

Cattle and calf numbers a 56,500 58,W0 61,000 2.7 5.2

Beef and veal b

Production 2,607 2,492 2,557 -4.4 2.6

Consumption 2,205 2,172 2.200 -1.5 1.3

Exports 402 284 302 -29.4 6.3

a '000 head, 30 June b '000 tons

Brazil

76. According to the new statistical basis (see GATT - The International Markets for Meat,
1992/93) cattle and calf numbers increased by an estimated 2 per cent in 1992, reaching
147 million head. The new statistical approach, which led to an upward revision of the Brazilian
cattle herd in absolute terms, was applied to revise cattle numbers in previous years. Despite
higher cattle slaughter, herd reduction (according to earlier estimates expected to have started
since early 1991) does not appear to have materialised so far, and cattle numbers are expected to
continue rising at least until 1994. Cattle slaughter was estimated up 3.3 per cent as a result of
higher kill of all types of cattle, but unofficial sources indicate that beef production decreased by
4.5 per cent, presumably reflecting lower average slaughter weights. Cattle cull and beef
production are expected to increase this year and in 1994. .

77. Last year, the Brazilian livestock industry was affected by a serious economic recession,
including high unemployment, sharply increased inflation, and shrinking consumer disposable
incomes. Cattle prices are estimated to have decreased by 6 per cent (average price of a bovine
carcass in the state of Sao Paulo), despite the seasonal price rise during the off-season (July-
September). Althoug! the economic fundamentals do not seem to have significantly improved,
cattle prices have been relatively stable this year, supported by some recovery of domestic
demand. However, uncertainty about the future course of economic policies may affect
producers' confidence and lead them, as on earlier occasions, to retain their cattle while waiting
for a clearer picture. Slowing cattle marketings ar. rising cattle prices in recent weeks seem to
confirm this view.
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78. In 1992, lower disposable household incomes resulted in significantly reduced per capita
consumption of beef (down 9 per cent). In contrast, poultrymeat demand is estimated to have
continuously increased by an annual 1 to 1.5 kgs. per capita in recent years, reaching an estimated
17.2 kgs. in 1992, or 84 per cent above the 1985 level. However, poultrymeat consumption
continues to fall substantially short of beef and veal consumption, estimated at 28.7 kgs. per capita
last year (Chart 6).

Chart 6 - BRAZIL - Per capita consumption of meat
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79. Last year, Brazilian beef exports were once again threatened by import restrictions abroad
on grounds of FMD in the State of Sao Paulo. This State represents about 80 per cent of the
Brazilian beef production capacity. A special fund (FUNDEPEC), based on the financial
participation of producers by way of a tax per animal sold, was established to fight the disease.

80. With the sanitary problems which had affected trade with the United States in 1990/91
and threatened exports to the European Community settled, Brazilian beef exports, supported by
a favourable exchange rate and by sluggish domestic demand, amounted to 434 thousand tons last
year. This was 33 per cent above the 1991 beef export volume. In value terms, beef exports
reached US$619 million, which compares with US$398 million in 1991. Processed meat
accounted for 54 per cent of exports, and was mainly shipped to the EC, the United States and the
Middle East. The average export value was US$2,682 per ton f.o.b.,

81. From January to April 1993, beef exports declined by 6 per cent in value reflecting both
lower export quantities and lower export prices. Beef exports continue to be threatened by
renewed concerns of Brazil's major clients (the United States and the European Community) over
sanitary issues. Difficulties with the control of residues in meat since the beginning of the year,
aggravated by strikes affecting the health and sanitary services in Brazil, have been threatening
exports to the United States. In the meantime, the difficulties of the Brazilian authorities to
control the illegal use of hormones in their territory is a rising concern in the
European Community, while the FMD situation in the country, despite progress in the eradication
of the disease in some Federated Sates, continues to be a major threat for the export industry
(Box 1).
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82. Beef imports fell by 74 per cent in 1992, in line with domestic demand trends. However,
beef stocks remained unusually high. Despite several efforts for its disposal on the domestic
market, 80 per cent of the beef imported from the EC in one operation in 1991 have remained
unsold.

Cattle and calf numbers a 144,194 147,078 150,000 2.0 2.0

Beef and veal b

Production 4,725 4,508 4,897 4.6 8.6

Consumption 4,579 4 120 4,560 -10.0 10.7

Exports 326 434 386 33.1 -11.1

a '000head, 1 January b '000 tons

Colombia *

83. As in most other South American countries, cattle raising is a major agricultural activity
in Colombia (89 per cent in an extensive form and the remainder in a semi-intensive form). It
represents about one-third of total agricultural output and 4-5 per cent of GDP. The average size
of cattle raising farms is 24.4 hectares, but the bulk of meat production is heavily concentrated on
farms with more than 100 hectares. Cattle numbers in 1992 were estimated up 1 per cent over
the previous year and reached 23 million head. Herd expansion continued for the seventh
consecutive year and led to higher numbers in all categories of cattle. Current projections are for
further cattle herd growth until at least 1994.

84. In 1991, cattle slaughter increased for the fourth consecutive year. The 7.3 per cent
growth reflected higher cow and adult male cattle cull. Beef and veal production rose by almost
3 per cent. In 1992, beef and veal production declined by some 5 per cent, but is expected to
recover in 1993. Production is adversely affected by the insecurity and frequent violence in the
country. The authorities are trying to stimulate marketing and consumption through the
implementation of a new system of carcass and meat cuts classification with a view to promoting
quality and price differentiation. Producer organizations and the meat industry are free to
organize the structure and segmentation of the sector and benefit from support measures,
especially through an improved system of credits.

85. Per capita beef consumption is estimated to have decreased somewhat to 26 kgs. last year,
not least because of higher meat retail prices in Colombia. Current forecasts are for a slow but
continuous decline of per capita consumption over the next few years.

86. According to non-official data, beef and veal exports reached 21.5 thousand tons product
weight in 1991, corresponding to 33.5 thousand tons carcass weight according to official
estimates. Bone-in exports amounted to 19.2 thousand tons or US$32,160, and exports of
deboned meat to 2.4 thousand tons or US$4,907. Neighbouring countries, especially Venezuela
and to a lesser extent Peru, were the main destinations. Thus, export prices depend largely on
market prices in Venezuela. In 1993 and 1994, prices in Venezuela are expected to increase and
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Colombian exports could therefore be stimulated. In 1992, live cattle experts, virtually all to
Venezuela, amounted to 96.4 thousand head.

87. As noted above, the Colombian authorities are implementing a national system of
classification and grading of bovine meat carcasses and cuts based on yield and general quality
standards. The aim is to establish differential price scales that will not only stimulate production
and improve the production process but also help modernize marketing and encourage
consumption. Within this framework, the stock-farmers' associations, meat-packing plants and
Livesiock Funds can establish their own structure to divide the meat market into segments, taking
into account the disposable income of consumers. The Ministry of Agriculture is supporting the
initiatives that the private sector is taking in this respect. The modernization system is expected to
result in greater quality and price differentiation. In the medium-term, the economic incentives
are expected to stimulate investment and improvements in technology, boosting productivity in the
Colombian meat sector.

88. Over the past two years, Colombia continued to reform its import regime, including the
progressive implementation of the Harmonized System. An export promotion Foreign Trade Bank
(BANCODELX) was recently created with the task of financing the development of non-
traditional exports and granting export credits. The Ministry of Agriculture recently established
the National Livestock Commission as an advisory body to facilitate co-operation among
modernization programmes by way of a wide range of projects including market information;
meat cuts and classification; integrated marketing companies; network industrial meat-packing
plants; and training of staff needed for the implementation of the Modernization Plan.

Cattle and calf numbers a 23,050 23,264 24,095 0.9 ...

Beef and veal b

Production 971 922 935 -5.0 1.4

Consumption 937 888 900 -5.2 1.4

Exports 34 34 35 1.5 1.5

a '000 head, December. b '000 tons.

Paraguay *

89. Livestock breeding is a major activity of the agriculture-based Paraguayan economy.
Livestock holdings account for about 20 million hectares, approximately 50 per cent of the
country's total area. Beef production is the main activity in the national livestock sector.

90. Cattle numbers are estimated to have fallen by 10 per cent in 1991, after 13 years of
continuous growth. Total slaughter rose by 5.2 per cent, with the slaughter of female cattle going
up by almost 50 per cent and representing 43 per cent of total slaughter. In 1992, total slaughter
is estimated to have declined by 5.4 per cent, but a weak recovery is expected in 1993.

91. Increased cattle slaughter resulted in a 5 per cent growth in beef production in 1991. This
occurred despite lower slaughter weights due to a reduced share of adult male cattle in total



slaughter and meant the second consecutive year of production growth, after the decline of
production in 1989. The official estimate of increased beef production in 1992 appears not to be
in line with the apparent decline in cattle slaughter last year. Higher average slaughter weights,
due to a shift back towards a higher share of adult male cattle in total slaughter, may have offset
the fall in slaughter. Nonetheless, 1992 beef production is likely to have declined. In 1993,
increased slaughter is expected to result in a growth in beef production.

92. Paraguay's beef consumption reached 31 kgs. per capita in 1991, down from 32 kgs. in
1990 and well below the record level of 46 kgs. in 1988. Total per capita meat consumption in
Paraguay averages 65 kgs., with beef accounting for 48 per cent, pigmeat for about 40 per cent
and poultrymeat for about 7.7 per cent of the total. Meat consumption is expected to increase in
the near future in tandem with population growth, leaving per capita consumption by and large
constant.

93. Following the surge in beef exports from 16 thousand tons in 1988 to 99.6 thousand tons
in 1990, beef and veal exports fell by more than 60 per cent in 1991, reflecting lower sales to
Brazil. Bone-in chilled meat represented 68 per cent of total Paraguayan beef and veal exports.
The major market remained Brazil (21 thousand tons compared with 60.6 and 81.4 thousand tons
in 1989 and 1990 respectively. Argentina emerged as the second largest market (3.9 thousand
tons). Like bone-in chilled meat, frozen boneless beef exports from Paraguay fell in 1991. These
exports accounted for 30 per cent of total Paraguayan beef and veal exports and are also largely
dependent on the Brazilian market. In contrast to the overall trend, Chile, traditionally the second
largest buyer, increased its imports of frozen boneless beef from Paraguay in 1991. Spain and
Germany are other significant importers of beef from Paraguay. The average export value per ton
f.o.b. for chilled beef remained relatively stable in 1991. In contrast, the average value for frozen
beef exports fell by some 19 per cent to US$1,352. Beef exports from Paraguay are estimated to
have strongly recovered in 1992 and further export growth is expected in 1993.

Cattle and calf numbers a 7,449 ... ... ... ...

Beef and veal b

Production 221 232 243 5.0 5.0

Consumption 140 149 160 6.7 7.5

Exports 38 46 63 18.8 39.1

a '000 head, as of 20 August. b '000 tons.

Uruguay

94. In 1993, Uruguay entered the third year of cattle herd rebuilding. Forecasts for the
30 June 1993 cattle census show a 4 per cent rise in cattle numbers. This reflects an increase in
the numbers of all categories of caffle, with the exception of steers. Improved pasture conditions
and better export returns boosted herd growth in 1992, a trend expected to continue throughout
1993 and 1994. Last year, cattle slaughter increased by 6 per cent. The number of heavy adult
steers in total slaughter reached levels not seen in the last seventeen years and resulted in higher



average slaughter weights. As is typical during herd rebuilding, cow cull fell to 33 per cent of
total slaughter. Beef and veal production recovered, a tendency expected to continue this year,
due to continue high cattle cull. However, the growth production will be tempered by lower
average slaughter weights due to an expected 14 per cent drop in adult male cattle kill.

95. Uruguay ranks second in per capita beef consumption in the world, behind Argentina.
Annual per capita consumption peaked at 83 kgs. in 1975, but since 1984 has remained below
70 kgs. The output decline in 1990 and 1991 resulted in sharply increased retail prices. In
conjunction with stagnant household incomes, this reduced per capita consumption to 58 kgs. in
1990, among the lowest levels in historical perspective. The decrease in beef consumption was
accompanied by a rise in poultrymeat consumption from 7.4 kgs. per capita in 1988 to an
estimated 8.7 kgs. last year. However, sheepmeat seems to have benefited even more from the
decline in beef consumption. Sheepmeat consumption reached a record 18.4 kgs. per capita in
1990, but has decreased since. From 1990, per capita beef consumption recovered somewhat to
reach 68 kgs. in 1992, roughly the Argentinian level. Little change is expected to occur this year.

Chart 7 - URUGUAY - Beef and veal Production,
Consumption & Exports
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96. According to revised, data, in 1992 beef and veal exports went up by 5 per cent in line
with production growth (Chart 7), a rise apparently limited by the growth in domestic demand.
Frozen boneless beef accounted for about 60 per cent of total exports, with Israel (33 per cent)
and the European Community (22 per cent) being the main markets. The average export price
was US$1,400 per ton f.o.b., almost unchanged compared to 1991 quotations. Canned and
cooked products, 24 per cent of total Uruguayan beef exports, went to the United States and the
European Community. The average return was US$2,962 per ton f.o.b., a 15 per cent drop from
year-earlier levels, but still 6 per cent above the 1990 value. Uruguay also exported fresh and
chilled meat, particularly "Hilton beef", to the European Community. This meat had a unit value
of US$6,014 per ton f.o.b., an 8 per cent drop from the 1991 level. Last year, Chile and

............



Argentina emerged as two interesting markets for Uruguayan exporters, taking 18 thousand tons
and 8 thousand tons, respectively. To a certain extent they replaced lower-priced markets such as
Egypt, Irak and Iran. which bought little or no Uruguayan beef. In spite of forecasts for
increased sales this year, total exports during the first four months (at 70 thousand tons) were
10 thousand tons below year earlier levels.

Cattle and calf numbers a 8,889 9,508 9,897 7.0 4.1

Beef and veal b

Production 31') 332 334 7.1 0.6

Consumption 192 209 207 8.9 (1.0)

Exports 117 123 127 5.1 3.3

a '000 head, 30 June b '000 tons

Canada

97. Canadian cattle numbers rose marginally in 1992 and are anticipated to rise by only 1 per
cent this year. This modest growth reflects falling inventories of dairy cattle in Eastern Canada,
partly as a result of the reductions in the Market Share Quota for industrial milk, and increasing
beef cattle numbers in the Western provinces. Cattle slaughter fell by 8 per cent in the first
quarter of 1993, but is expected to grow by 2 per cent for the year as whole. Total cattle
marketings should be up by 3 per cent, with higher domestic sales offsetting expected lower live
cattle exports.

98. Increased carcass weights and increased weaning percentages, coupled with increased
fertility and reduced mortality, are believed to be the main factors which led to higher beef cow
productivity in Canada. Added to higher slaughter, they are expected to result in a 3 per cent
production growth this year and in 1994. First quarter prices for Canadian cattle increased
significantly, reflecting both poor weather conditions in the United States and consequent high US
cattle prices and import demand as weli as strong demand by Canadian packers. Improved weather
conditions and continuing large supplies of competing meats in the United States, along with
increased marketings and production for the rest of 1993 and 1994, are expected to dampen
Canadian cattle prices (Chart 8).

99. Although per capita beef consumption has decreased steadily in the last few years, beef
still remains the most popular meat (more than one in three dinners is beef, compared to one in
five for chicken). However, poultrymeat demand continues to grow. Beef retail prices declined
last year, but so did prices of other meats which, coupled with stagnant consumers' income,
resulted in a 3 per cent reduction of per capita beef consumption. Improving economic conditions
are expected to stimulate beef consumption this year and beyond.
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Chart 8 - CANADA and UNITED STATES - Cattle prices
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100. In recent years, increased cattle numbers, growing production and declining domestic
demand resulted in rising cattle and beef exports. In 1980, Canadian beef exports represented
7 per cent of production; in 1992 this figure stood at 17 per cent. During the same period, live
cattle exports increased from 153 thousand head to 1.2 million head. About 99 per cent of cattle
exports and 94 per cent of beef sales go to the United States, rendering access to this market of
critical importance to the export industry. Other markets for frozen beef are the Republic of
Korea and Japan. Since the implemnentation of the US/Canada Free Trade Agreement in 1991,
beef exports to the United States are no longer subject to the US Meat Import Law. In 1992,
growth of beef and slaughter cattle exports to the United States was promoted by a 6 per cent
depreciation of the Canadian dollar against the US dollar. Live cattle export returns amounted to
US$1.1 billion, and beef export returns to US$ 362 million. In 1993, export prospects have
remained favourable.

101. In 1992, Canadian beef imports increased marginally, reflecting increased purchases from
Australia, but lower imports from the United States and most other suppliers. Imports from
Australia reportedly increased dramatically during the first quarter of 1993, creating concern in
the Canadian cattle and beef industry. In April 1993, the Canadian International Trade Tribunal
(CITT) was asked to conduct an inquiry to determine if boneless beef imports are causing, or
threatening to cause, serious injury to the Canadian producers of like or directly competitive
products, providing advice as to the most appropriate remedy to address the situation. The
inquiry will not include imports from the US, which are exempted under the US/Canada Free
Trade Agreement.

_ _

1-
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Cattle and calf numbers a 11,289 11,713 11,732 3.8 0.2

Beef and veal b

Production 885 921 949 4.0 3.1

Consumption 998 984 1,008 -1.3 2.4

Imports 220 222 232 1.14.

Exports 110 155 165 44.53.
a '000 hlead, 1 January b '000 tons

United States

102. Despite a downward revision of 1992 cattie numbers, the slow herd expansion of the last
few years continued in the United States. Beef cow numbers are expanding, while the dairy cow
inventory continues its slow, long-terni decline. The 1 January 1993 cattle census indicated that
beef replacement heifers increased by 7 per cent. This suggests that, compared to previous years,
a higher number of heifers cculd enter the co-w herd in 1993. HIowever, cow slaughter, which
rose 6 per cent in 1992, is expected to increase further this year, partly offsetting the rise of the
replacement heifer supply. Cattle herd expansion will thus continue to be limited.

103. Although feedlot inventories in January 1993 were 7 per cent above year earlier levels,
strong winter storms since late November 1992 are reported to have caused high death losses and
limited weight gains, leading ta sharply higher feeding costs (Chart 9). As a result and contrary
to earlier expectations, fed cattle prices in the flrst quarter 1993 shot up close to record levels and
stimulated feedlot operators to market cattle at reduced weights. Nevertheless, cattle on feed were
up 8 per cent on 1 March. Improved weather conditions are likely to result in higher weights and
increased marketings which, along with rising pigmeat and poultry meat supplies. will exert
downward pressure on cattle prices.

104. The slow cattle kerd rebuilding of the last few years resullted in reduced beef production
growth. In 1993, lower slaughter weights during the first quarter of the year are expected to
partly offset a forecast 2.3 per cent rise of cattle slaughter. The result should be a beef production
growth of about 1 per cent by year end. While total consumption is expected to increase due to
population growth, per capita beef consumption is expected to continue its long-terni downward
trend. In the face of high cattle prices, retail prices for beef are not expected ta change
significantly from last year's levels.

105. While remaining the world's leading beef importer, the United States also became one of
the world's leading beef exporters in the last few years. In 1992, exports increased by 12 per cent
ta 601 thousand tons, valued at about US$2.1 billion. This year exports are forecast to rise by a
further 4 per cent. Last year, increased sales ta Japan, the Republic of Korea and Mexico largely
offset a 6 per cent decrease in exports ta Canada due ta the depreciation of the Canadian dollar
and the economic recession in that country. Exports ta Canada are expected ta decrease slightly
again this year. 1992 sales to Mexico were favoured by herd rebuilding and high domestic beef
prices. Mexico introduced import tariffs at the end of the year, which is expected ta result in a
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slowdown of US exports this year. In 1992, increased sales to Korea reflected market-opening
measures there. However, in 1993 Korean import tenders have remained limited so far and delays
in shipment have been requested. Expanding sales to Japan in 1992 were the result of better
market access. The last tariff reduction, from 60 per cent ad valorem to 50 per cent, in the
framework of the liberalization programme (implemented since 1 April 1991) became effective in
April 1993. This should, along with the recent appreciation of the yen, result in a further growth
of US beef exports to Japan in 1993.

Chart 9 - US - Livestock-feed price ratios, Omahaa
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106. US beef imports rose 1.4 per cent last year, (Table 8) with imports being impeded by the
imposition of voluntary export restraint
agreements (VERs) on its major trading

Table8 - US-Beef imports from majorsources ('000tons)
partners. Imports will again be affected byIIo o o 'I0OIonI )

the operationof the Meat Import Law (MIL)
in 1993 (Box No 2, Page 33). New VERs Australia -37

for the current year were negotiated in Aurai4745 -.7
December 1992 with Australia (315 New Zealand 289 290 0.35
thousand tons product weight, i.e. 7.6 per 48.,1
cent lessthan in 1992) and New Zealand .
(193 thousand tons, i.e. down 6.8 per cent)
in order to avoid reaching this year's lower C.America 131 54.12
trigger level of 571 thousand tons, product
weight. Canadian beef exports to the US,
which are not affected by the MIL since the implementation of the US/Canada Free Trade
Agreement, increased sharply last year (up 49 per cent), and are expectedto remain at that level
in 1993.
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Chart 10 - US - Meat Imports under the Meat Import Law
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107. Live cattle imports into the United States have increased steadily in the last few years,
coming mostly from Mexico and Canada. In 1992, purchases increased by 16 per cent; imports
from Canada exceeded those from Mexico for the first time in more than 10 years. A further 11
per cent rise is projected for this year. High US cattle prices are expected to, attract record
numbers of feeder cattle from Mexico and a higher number of slaughter cattle from Canada.
Mexico and Canada also take virtually all US exports of cattle, which increased by 3.5 per cent
in 1992. US cattle exports are expected to, decline this year, reflecting increased import tariffs on
slaughter cattle in Mexico and lower import demand in Canada due to increased competitiveness
of Canadian beef producers, partly due to a weaker Canadian dollar.

Cattle and calf numbers a 98,896 99,559 100,892 0.7 1.3

Beef and veal b

Production 10,543 10,607 10,734 0.6 1.2

Consumption 11,076 11,141 11,172 0.6 0.3

Imports 1,091 1,107 1,059 1.5 -4.3

Exports 539 601 626 11.5 4.2

a '000 head, 1 January b'000tons

Australia

108. Dry seasonal conditions in recent months have resulted in slightly lower cattle numbers in
1992/93. Australia's beef herd, is estimated to have decreased for the first time in a decade
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(Chart 1 1). Although dry weather conditions continue to seriously affect Queensland, in New
South Wales and most other producing regions the weather has returned to a more "normal"
pattern. Current estimates are for cattle herd rebuilding to resume in 1993/94. Cattle slaughtering
is forecast to decline this year, but not as dramatically as was traditionally the case after long
drought periods. Drought conditions seem to have less of an impact on beef production in recent
years than in the past. According to the Australian Meat and Livestock Corporation (AMLC),
increases in productivity have played a much more significant role through: (i) reductions in
cattle morbidity and improvements in calving practices on farms; (ii) cattle slaughtering at
younger ages and greater weights (due to improved husbandry practices and the expansion of
feedlot operations); and (iii) better carcass yields4. Under these conditions, an expected 3.1 per
cent drop in cattle slaughter in 1993/94 could result in a production drop of only 1.8 per cent.

Chart 11 - AUSTRALIA - Cattle numbers
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109. Lower beef production and firm export demand are expected to translate into an

per cent rise in saleyard prices in 1993/94. Except for persistent drought in Queensland, in

the short term cattle market prospects in Australia seem to be relatively promising. Domestic

consumption of beef is expanding. Restrained access to the United States market, and the

difficult conditions in the Korean market in the first few months of the year seem to be partially

offset by expanding sales to Japan and Canada, supported by a lower Australian dollar and strong

import demand in these markets. Underlining the relatively healthy situation of the sector is the

continuous shift of wool producers into cattle raising.

4Bruce Standen, Meat Trends and Developments: The Established Pacifie Rim - Australia, paper delivered at the Ninth World Meat
Congress, Sydney, April 1993.
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110. As in most other developed countries, beef and veal consumption in Australia has been
adversely affected by growing competition from cheaper pig and poultry meats. Lower average
disposable incomes and higher beef retail prices have enhanced this such trend. In addition,
there appears to be a change in dietary habits. In recent years, this tendency has led the industry
to move towards the production of leaner meat, a shift particularly noticeable in the sheepmeat
sector. The AMLC and the industry have also launched a wide-ranging advertising and
promotion campaign in the last few years. The quality and range of beef products have
improved, but the results of market research suggest that while the issues of fat and cholesterol
content in beef have receded, the image of the product remains relatively poor in terms of a
"modern diet", in particular in the eyes of women. Current advertising campaigns put the accent
on the taste and high iron contents of meat and are especially targeted to reach the young female
audience.

111. Contrary to earlier estimates, Table 8 - AUSTRALIA-Beef exports to major destinations
Australian beef exports grew by 7 per cent Tons shipped weight
last year. Exports to all major destinations
increased (Table 8), including the _.I
United States, although export growth to that US 363 372 2.48
market was limited by the imposition of Japan 183 218 19.13
VERs. In 1993, beef exports are expected to Korea 95 97 2.11
decline by some 7-8 per cent. This reflects I
the production drop and the renewed Canada 39 52 33.33
imposition by the US of VERs at a level Taiwan 32 36 12.50
7.6 per cent lower than last year. Another Tota expo 746 822 10.19 il
factor affecting Australian beef sales this yearI
has been the difficult access to the Republic of
Korea. At the time of writing, Korea only
announced two new tenders since November
1992, and repeatedly asked the Australian authorities to delay shipments to its market. In
response, Australian beef exporters turned to other markets, especially Japan. During the first
quarter of the year, sales to Japan rose by 35 per cent, while exports to the US and Korea
decreased by 40 and 64 per cent, respectively. It is difficult to predict wether sales to Japan will
rise at a similar rate for the rest of the year. With lower export prices than the United States,
Australian beef has been very competitive. The decrease of the Japanese import tariffs to 50 per
cent as from April (which could lead to a further decline in retail prices for imported beef) also
favours Australian export expansion, but the economic prospects in Japan may frustrate any
major growth. Canada and Mexico are among other major markets buying more Australian beef
this year, fuelled by stronger domestic demand.

112. Australia's cattie herd is expected to expand in the medium term, resulting in higher cattle
slaughter and beef and veal production as from 1994-95. Increased cattle slaughter is likely to be
accompanied by higher slaughter weights as the result of an expansion of feedlot utilization. The
production expansion is expected to result in lower saleyard and retail prices in real terms. The
decline in retail prices is forecast to induce a rise of per capita consumption as from 1995-96.
However, the consumption growth is expected to fall short of the growth in higher production,
and export availabilities will presumably increase. Australian beef exports may thus expand in
the medium term, presumably led by sales to North Asian markets and possibly also to South East
Asian markets (Philippines, Indonesia), depending on economic growth in that area.
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a '000 head, 31 March b '000 tons
Sources: 1993 cattle numbers, June 1992 reply to forecast questionnaire.

Secretariat estimates.
1992 and 1993 exports, in carcass weight equivalent, are

Japan

113. The Japanese cattle herd continued to grow in 1992 for the fourth year in a row. Beef
cattle numbers grew by 2 per cent, although the number of households raising cattle declined to
210 thousand in 1992. However, the number of beef cattle raised per farm has steadily increased
to 14.9 head in February 1993 as has the average herd size in the fattening sector (including dairy
steers) has increased steadily. Average beef cattle prices (Wagyu steers) levelled off somewhat
last year, but remained far more attractive and stable than those for dairy steers. There is still
considerable scope for improvement in dairy cow yields. This suggests that the trend in recent
years of falling dairy cattle numbers and increased beef cattle (Wagyu) inventories could continue
in the near future. Although the slowdown of economic growth in Japan and the increased
competition from imported beef continue to put downward pressure on beef cattle prices (down
10 per cent in March 1993, compared to March 1992, average price for Wagyu Steer A5 and
B4), beef consumption could will increase, stimulated by falling retail prices (down 7 per cent for
strip loin in March 1993, compared to the same period of 1992). While lower cattle prices may
dampen the growth in the beef cattle herd in the short term, the upward trend in beef demand
encourages its growth in the medium term.

114. Increased cattle slaughter in 1992 resulted in

Table 10 - JAPAN - Supplies of beef by different cattle categories
(As a percentage ot the total)

Beef 36 35 37 38 38
cattle

Dairy 64 65 63 62 62
cattle

Dairy 32 35 35 34 35
steer

a beef production growth of 3 per cent.
Despite growing numbers of beef cattle,
62 per cent of beef production stili comes
from dairy cattle (Table 10) and
constitutes an important share in income
of Japanese dairy farmers. In contrast to
concerns prior to the market
liberalization, Japanese beef production
has consistently increased over the last
few years, despite lower cattle prices.
This trend seers to continue this year,
with production up 3 per cent in the first
quarter. Beef stocks which had surged
sharply in the beginning of 1991 are now
back to normal levels.

Cattle an calf numbers a 23,662 23,602 23,100 -0.3 -2.1

Beef and veal b

Production 1,734.8 1,775.2 1,726.9 2.3 -2.7

Consuxption 660 624.5 639 -5.4 2.3

Exports 1,137.3 1,222 1,130 7.4 -7-5
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115. At 4 per cent, Japanese per capita beef and veal consumption in 1992 is estimated to have
increased at a slower rate than in recent years. The rise in total beef consumption was largely the
result of higher consumption of imported beef, estimated at more than 15 per cent annually from
1987 to 1991. Sirilarly, the lower rise of intake levels last year also reflects lower growth of
consumption of imported beef. Last year, Japanese consumers' expenditure on meat, and beef in
particular, decreased in 1992 despite loFer retail prices. Pish expenditure, which is still almost
twice as large as that on meat, also decreased. Japan's economic recession appears to be the main
factor explaining these developments.

116. For the whole of 1992, beef imports into Japan increased by 21 per cent over the previous
year. They fell sharply in March, only to rise dramatically in April when the import tariff for
be-ef was reduced by 10 percentage points in accordance with the market liberalization
irogramme. From Apffl 1992 to March 1993, beef imports were subject to a duty of 60 per cent
ad valorem. Australia's share in the Japanese beef import market increased from 50.7 per cent to
52.3 per cent, while the United States share remained unchanged at 44.4 per cent. Average
import prices remainedlfairly stable, at US$5,050 per ton u.i.f. This was abolt one-third of the.
price for domestically produced beef. In contrast to last year, beef imports increased sharply
during the first quarter of 1993, (up 59 per cent). Although the poor economic outlook may
frustrate any major growth in beef onsumption for the.rest of the year, the decrease of the beef
import tariff to 50 per cent as from last April is expected to support conhinued import growtL.

117. The fall in Japan's beef wholesale prices since 1989 is related to increased competition
from cheaper imported eef. Stabilizationl prices for steers (B-2,B-3 grade) were slightly lowered
annually. The 1.ast reduction of about 3 per cent was implemented on 1 April 1993. Import
pressure is accelerating the restructuring of the Japanese cattle industry, including progressive
concentration of beef cattle farms.

Cattle and calf numbers a 4,863 4,980 5,024 2.4 0.9 |

Beef and veal b

Production 575 S9l 600 2.8 1.5

Consumption 1,142 1,191 1,200 4.3 0.6

Inports 500 603 610 20.6 1.2

a '000 he8d, '000nuary b 'oOo tons c Secretariat forecast

New Zeagwnd

118. With an expecthed 5 per cent growl in 1993, cattle numbers in New Zealand will reach
their highest levelcin 15 years. Beef eow numbers are nonetheless expected to decline. Contrary
to earlier expectations of improved beef returns, the wcighted average priee for M Cow .at export
slaughterhouse is declining and is projected to fall by 7 pmr cent in real terrs this year. In
contrast, the dairy market has improved and is expected to continue to stimulate the expansion of
dairy enw numbers. In receic years, low dairy eow inventories in traditional dairy areas have
been partially ofnset by increasing Lumcers in regions whieh converted from wool and meat into



dairy production. In 1994, dairy cow numbers are forecast to grow further, while beef cow
numbers are expected to stagnate.

119. In line with increased cattle numbers, cattle slaughter is expected to rise significantly this
year. From January to March, slaughtering was up by 14 per cent, while average slaughter
weights decreased somewhat reflecting an unfavourable feed situation through the autumn and
winter 1992. Beef production rose accordingly, a trend expected to continue and result in a
close to 13 per cent increase by the end of the year. As in the last few years, beef production
in New Zealand continues to be stimulated by the retention of dairy bred calves for beef
production. This development will support continued production growth throughout 1994, to an
expected record of 646 thousand tons.

120. Per capita beef and veal consumption steadily declined in the last few years and
forecast to stagnate at 30 kgs this year, one quarter below its 1987/88 level. Declining
stagnating consumers' incomes and rising retail prices (Chart 12) partly explain this trend.
addition, New Zealand has not escaped the tendency in most other industrialized countries
reduce the rate of beef in the overall diet.
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Chart 12 - NEW ZELAND - Retail meat prices
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121. In 1992, New Zealand earned US$ 740 million dollars from 289 thousand tons of beef,
product weight, sold abroad (an export value about 20 per cent higher than the export returns of
352 tons of lamb). Increased production and faltering domestic demand in a country which
traditionally exports about 80 per cent of its beef output, leave room for substantially higher
exports in the near future. Thus, New Zealand's export volume is expected to rise by almost
7 per cent this year and a further 13 per cent in 1994. Export values years will largely depend



on the US market conditions as well as on the development of the NZ$ exchange rate against the
US dollar.

122. One of the characteristics of the New Zealand beef export industry is its dependency on

the US market. On average, 75 per cent of beef exports (lean manufacturing quality) are sold on

this market. Because of this dependence, the industry is particularly exposed to the operation of
the US Meat Import Law (Box 2, Page 33). For the third consecutive year, Voluntary Export
Restraint agreements to the United States were imposed in 1993.

123. The New Zealand beef industry has started to look for alternative markets in the "Pacific
rim", particularly in Asia. The Republic of Korea has been developing into an important market
since it lifted its import ban in 1988. Chinese Taipei has also become a major destination for
beef exports from New Zealand. Exports to Mexico had increased steadily, but were dampened
by the introduction of import tariffs in that country at the end of 1992.

...i...

Cattle and calf numbers a 8,100 8,200 8,600 1.2 4.9

Beef and veal b

Production 519 510 575 -1.6 12.7

Consumption 106 102 104 -3.8 2.0

Exports 441 451 480 2.2 6.5

b '000 tons1 '000 hcad , January



The International Markets for Pigmeat, Poultry Meat and Sheepmeat

The Pigmeat Market

World Trends

124. World pigmeat production surpasses by far the production of any other type of meat.
World output in 1992 is estimated at around 73 million tons, as compared to some 53 million
tons of bovine meat. In contrast to other types of meat, the developing countries dominate the
scene with more than half of world production. The comparatively high share of output
originating in developing countries is largely due to China's pigmeat sector. China produced
26 million tons in 1992, more than one-third of world production.

125. In 1992, world pigmeat production grew by some 2 per cent, a figure which conceals
diverging trends in the major producing countries. Last year's production expanded in the
magnitude of 7 to 8 per cent in China, the United States and Canada, whereas production
declined significantly in the CIS and Japan. For 1993, world production is forecast to grow by 2
to 3 per cent to 74.6 million tons. Production is expected to expand in China, the
United States, Canada and the EC, while the contraction is likely to continue in both the CIS and
Japan.

126. Pigmeat production is typically almost entirely destined for domestic consumption. For
instance, Australia, otherwise a major trading partner in agricultural commodities, exports the
negligible quantity of 4 to 5 thousand tons out of a production of 320 thousand tons.5 Pigmeat's
trade intensity -- the ratio of exports to production -- is generally extremely low compared to
other agricultural commodities. Thus, despite high production levels, world trade in pigmeat is
estimated at only 1.9 million tons in 1992. World pigmeat exports dropped considerably in
1992, by about 7 to 8 per cent, largely reflecting declining import demand in the United States,
the CIS and Hong Kong. For 1993, world exports are forecast to recover slightly but are
expected to remain below the 1991 level.

United States

127. The hog inventory of the United States has shown a rising trend since the beginning of
1990 and this trend is forecast to continue in 1993. Pigmeat production is expected to exceed
last year's record production of 7.8 million tons by 1 per cent. The last record in production,
7.4 million tons, dates back to 1980. The sustained expansion in 1992 was driven by producer
margins which were close to the break-even point for the average hog finishing operator and
hence profitable for the low cost producers. Hog prices averaged US$ 43 per hundredweight,
i.e. US$ 0.85 per kg. Despite abundant supplies, prices showed considerable strength in the
United States. The price level was supported by unexpectedly strong poultry and cattle prices,
and strong export demand. Price expectations for 1993 - as reflected in the futures prices on
the Chicago live hog futures market - indicate that producer prices are likely to weaken
modestly to US$ 41-42 per hundredweight. Given stable feed costs, these expectations should
provide a sufficient stimulus for total pigmeat production to increase.

5Imports are in the same magnitude (see paragraph 134).
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128. US Pigmeat exports increased by 44 per cent to 185Imhousand tons in 1992. fiports fell

by 16 per cent to 293 thousand tons, leaving the United States a net importer in pigmeat. These

figures do fot include the considerable foreign trade in live hogs: exports totalled some 106

thousand head and imports 675 thousand head in 1992. Canada and Denmark share the bulk of

the US import market for pork, followed by Hungary, the Netherlands and Poland.

129. The sharp increase in exports resulted from very competitive US offer prices for pigmeat
in the major export markets. Exports to Japan showed the highest growth, expanding from 58 to

95 thousand tons (up 64 per cent). Exports to Mexico, the United States' second most important
market after Japan, increased by 37 per cent to 49 thousand tons. On the other hand, US

imports declined, reflecting the relatively iow domestic price level in international perspective.
The figure below charts US hog prices and the EC reference price (Chart 13)6. In 1992, there

was a huge difference in price levels between the US and EC, which was particularly

pronounced in the first half of the year. Since November 1992, the price differential has

naerowed considerably.

Chart 13 EC versus US Pig Prices
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120. Given this market situation, EC sales (primarily from Denmark) to the United States

declined from 122 to 77 thousand tons. Canada's exports remained largely unchanged at 177

thousand tons. The volume of Hungary's exports te the United States dropped from 18

thousand to 10 thousand tons while Poland's shipments declined from 10 thousand to 6 thousand

tons.

'Ini order to make prices comparable, the US live-weight price series, the so-called 6 Markets Barrows and Gilt price, was

converted into a carcass equivalent price using a conversion factor of 1.43 as applied by the USDA. This conversion was necessary

because the EC reference price is a carcass-based price. Furthermore, the US price was converted into metric units, and then converted

into an ECU price series using monthly exchange rates as published by EUROSTAT.
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131. The export outlook for US pigmeat indicates further growth in the magnitude of 10 per
cent in 1993, sustained by the continued contraction of the pigmeat sector in Japan and real
income growth in Mexico. The United States set a precedent this year by announcing for the
first time that export subsidies under the Export Enhancement Program (EEP) would also be

The Scheme is adeficiency payment system based on a variable support price. Subsidy payments,
paid out on a quarterlybasis, are triggered when the marketpricein a given quarterfallsbelow the

simply the differencebetween cash costs and thenationalaverage marketprice.

The cash costsare estimated on the basisoffarm budgetsof efficient,farrow-to-finishproducers, and0;000000
x100Price ofHogs, a carcass weight index, has been chosen at therepresentative ma

sup.price. About 90 per cent of Canada's hog production benefits fromthe programme. The scme......
ulates that budgetary outlays per calendaryearshould not exceed 6 per cent

s.np. th .ifec betvalue of the hogs sold for the past3 years. Total expenditure
b.o,:tespotpiei h hr 1989, Can$ 40 thousand in 1990,andCan$ 122 thousand 991.
sus qasCn .2(7.2incidenceamounted to Can$ 31 in 1989,Can$3.50 in990 and

ue is noetes asu""apoi'v"ari":''i"i'wy h hme

dt sth urnedniri prah



available to pigmeat exporters. Bonuses affecting 30 thousand tons are targeted for exports to
Russia but, so far, no bids have been received. In addition, the 1993 food aid package for
Russia includes some 15.5 thousand tons of pigmeat, worth US$ 20 million.

132. US imports of live hogs, almost exclusively from Canada, dropped by one-third to 670
thousand head in 1992. USDA forecasts imports to recover to 850 thousand head in 1993 (up
27 per cent) under the assumption that the US countervailing duty is reduced in the course of the
year. The countervailing duty, amounting to Can$ 9.32 per hundredweight (US$ 0.15 per kg.),
is currently under review by the United States. Its reduction is expected to reduce Canada's
exports of pork in favour of live hogs. Total US imports of pigmeat are forecast to grow only
modestly by 3 per cent, depending on price developments in the EC and the subsequent
competitiveness of Danish and Dutch offers.

Canada

133. Canada's pigmeat sector appears to have entered the downturn phase of the pig cycle in
1993. After 5 years of expanding inventory, the pig herd is forecast to decline by 1 per cent
this year. Hog marketings are nonetheless forecast to increase modestly to 1.24 million tons in
1993. The expected contraction in pigmeat production is then likely to occur in 1994 (down
3 per cent). Hog prices were relatively weak in 1992 and hence payments under the National
Tripartite Stabilization Programme for hogs resumed (see Box 3, Page 44). Prices in 1993 are
expected to be influenced by the comparatively low price level in the United States, the
exchange rate vis-à-vis the US dollar, and the rate of the US countervailing duty on live hogs.
Expectations are that the duty deposit rate will be substantially reduced in the coming months,
given the minimal payout in the now relevant review period of April 1990 to March 1991.

134. In contrast to USDA, Agriculture Canada forecasts live hog exports to the United States
to increase by only 5 per cent. Pigmeat exports are forecast to remain stable in 1993: exports
to the United States are expected to decline somewhat, while exports to Mexico, Cuba and
Poland may increase. In January 1993, the Australian Anti-Dumping Authority confirmed
previous negative preliminary findings regarding frozen pork imports from Canada. The
authority concluded that neither dumping nor subsidization had caused material injury to the
domestic pigmeat industry. Australian pigmeat imports from Canada amounted to 3.3 thousand
tons in 1992 (total imports: 5.9 thousand tons).

European Communities

135. Both the size and the structure of the Community's pig herd foretell increased pigmeat
production in 1993. The last EC pig census indicated a 3 per cent increase in December 1992
over December 1991, to 109 million pigs. Maiden gilts and gilts-in-pig, both important
indicators, increased by 5 per cent and 6 per cent. respectively. Slaughterings are forecast to
rise by 2 per cent to 173 million pigs. This increase in pig slaughterings may raise total pigmeat
production -- depending on slaughter weights -- to 14.7 million tons, an increase of 4 per cent
compared to 1992. In 1992, above-average growth in production was recorded in Denmark,
Ireland and the Netherlands, while Germany's pigmeat production -- with 25 per cent the
Community's major producer -- dropped by 8 per cent. The marked expansion in production in
Denmark and Ireland is expected to continue in 1993.

136. EC pig prices were buoyant in the first half of 1992 and sharply declined in the second
half of the year. The EC reference price for pig carcasses fell by about 50 per cent from a level
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of 150-160 ECU per 100 kgs (Chart 13, page 43).7 Yet, overall profitabi'ity in the pig fattening
sector was satisfactory in 1992. Prices appeared to stabilize in the beginning of 1993 but at a
relatively low level. In order to sustain prices, in mid-March 1993 the Community introduced
(for the first time since 1991) an Aids to Private Storage scheme (APS) with the storage period
fixed for 6-7 months, and raised export refunds for pigmeat cuts. Byl May 1993, 49 thousand
tons had been taken out of the market. Nonetheless, prices in 1993 will ahnost certainly be
lower than the 1992 average of 142 ECU, as both the increased supply in finished pigs and
lower feed costs as a result of the CAP reform ir the grain sector will exert downward pressure
on pig prices. Nonetheles~t the expansion of the Community's breeding herd last year despite
falling prices seems to betray the producers' anticipation of remunerative profit margins in the
future.

137. EC exports are estimated to have dropped by some 110 thousand tons to 483 thousand
tons (down 19 per cent). The drop in exports was particularly strong for carcasses, which fell
froi 100 thousand tons to almost zero. Major factors underlying this decline include the price-
induced incentives to bufid up the herds which reduced the supply of pigs for slaughtering; the
relatively high internal prices in the first half of 1992, which discouraged exports; and the
reduction of export refunds from ECU 30 to ECU 25 in February 1992. As was mentioned
above, Danish exports of pigmeat to the United States (both fresh and canned product) were
severely affected by these market developments. Exports to Japan, on the other hand, increased
by 25 te 30 thousand tons to 230 thousand tons. In March 1993, refunds for haif carcasses and
bone-in cuts were again raised to ECU 35 per 100 kgs.

138. The sluicegate price, i.e. the minimum import price, remained at ECU 93.51 per
100 kg. until Maïch 1992. In the second quarter, it was reduced to ECU 91.86, and it was
fixed at ECU 93.31 in the second half of 1992. Import levies amounted to ECU 64.98,
ECU 67.31 and ECU 67.29 in the periods under consideration.8 EC imports levies in 1992 thus
corresponded to some 40 to 50 per cent of the market price.

139. In quantity ternis, pigmeat is, by far, the most important type of meat in the diet of the
average consumer in the Community. In 1992, 47 per cent of total meat consumption was
pigmeat, followed by beef and veal (26 per cent) and poultry meat (22 per cent). While per-
capita consumption is calculated at 40 kgs., it is estimated that 20 to 30 per cent of this is
actually fot for hunian consumption. Denmark continues to have the highest, and Greece the
lowest, per-capita pigmeat consumption in the EC.

Japan

140. Japan's pigmeat sector has experienced a sustained contraction since 1989. It is an
industry which, like the poultry industry, sees itself confronted with rising costs and declining
competitiveness vis-à-vis imports, partly as a result of increasingly strict pollution standards.
The number of pig farms has declined by 17 per cent annually in 1990 and 1991. The self-
sufficiency ratio bas gradually decreased from 76 per cent in 1989 to 70 per cent in 1992. With
production forecast to decline further by about 3.5 per cent per annum. and domestic demand
forecast to grow, imports are set to expand in the years to, core. At less than 20 kgs., per

7Ihe EC reference price is a weighted average market price for pig carcasses in selected markets of the Community.

'Import levies are fixed for 3-month periods and topped up, if necessary, by additional amounts. Compare text box on EC poultry
meat regime (page 50).
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capita pigmeat consumption in Japan it is not particularly high by international standards, but it
is slowly growing. Per-capita consumption of pigmeat exceeds that of other meats; only fish
consumption is much higher (around 37 kgs.).

141. In 1992, Japan's imports of pigmeat rose sharply due a strong yen and cheap overseas
supplies, notably from the United States. Denmark shipped 212 thousand tons -- some 45 per
cent of total EC exports -- to Japan. Moreover, the Netherlands and France have recently
obtained veterinary clearance by the Japanese import authorities. In 1993, Japan's pigmeat
import are expected to rise by a modest 3 per cent, as competition from beef is likely to intensify
after the reduction of the beef import tariff in April 1993. Nonetheless, 1993 imports are
forecast at 705 thousand tons, more than twice as much as the second largest importer in the
world, the United States. Chinese Taipei was the major supplier of the Japanese market; its
pigmeat exports of 310 thousand tons in 1992 were almost entirely destined for Japan.

China

142. China's fast growing pigmeat production is forecast to expand further at high growth
rates, despite the government's policy to diversify into other types of meat. So far, the
elimination of price controls has proved to be a powerful stimulus to production. Exports shrank
by almost half in 1992, as a consequence of strong domestic demand and lower exports to the
CIS, China's major foreign outlet.

Central and Eastern Europe

143. Pigmeat production in Central and Eastern Europe in 1992 is estimated at some
10 million tons, one half of which produced in the CIS. Poland also produces sizeable
quantities; at about 2 million tons, its production roughly equals that of France, the EC's second
largest producer. The remaining Central and Eastern European countries are small producers by
international standards. For the region as a whole, the outlook for 1993 indicates a further drop
in production but, on average, the contraction is likely to be limited to about 4 per cent.
Poland's production, which expanded throughout the past years of restructuring, is set to expand
further.

144. In the pigmeat sector, the (recently partly revoked) decision of the European Community
on 7 April 1993 to ban all imports of livestock, meat and dairy products from Central and
Eastern Europe affected, above all, the Czech Republic and Slovak Republic, Hungary and
Poland. Live pig exports of the four countries to the European Community in January to
November 1992 amounted to 88 thousand, (Czech Republic plus Slovak Republic), 54 thousand
and 32 thousand head, respectively. Exports of pigmeat and sheepmeat of these four countries
totalled 1.1 million tons in the period under consideration. The main exporters to the Russian
Federation were China (63 thousand tons in 1992) and the EC.



Exports World 2,021 1,870 1,907 -7.5 2.0

EC 595 483 n.a. -18.9 n.a.

Canada 266 294 291 10.5 -1.0

Taiwan' 324 335 352 3.4 5.1

USA 128 185 204 44.5 10.3

Imports Japan 590 684 705 15.9 3.1

USA 351 293 302 -16.5 3.1

CIS 454 316 224 -30.4 -2 .1

Hong Kong 226 202 229 -10.6 13.4

EC 43 46 n.a. 7.0 n.a.

Per-Capita Japan 17.5 17Ï.4 n.a. -0.6 n.a.

Consumpt. USA 29.4 31.0 31.1 5.4 0.3

(kg.) EC 40.7 39.5 40.1 2.9 1.5

CIS 21.4 18.3 17.2 - 14.5 - 6.0

China 21.1 22.0 23.3 4.3 5.9

Table 10 - Pigmeat Situation in Selected Countries

('000 metric tons)

Production World

China

EC

USA

CIS

Japan
Canada

71,100

24,523

14,369

7,257

5,634

1,483

1,129

72,600

26,330

14,152

7,817

4,875

1,432

1,219

74,600

28,00G

14,671

7,901

4,662

1,380
1,245

2.1

7.4

- 1.5

7.7

-13.5

-3.4

8.0

2.8

6.3

3.7

i.l

-4.4

-3.6

2.1

ISecreteriat estimate

Sources: Responses to GATT questionnaires; Agra-Europe, var. issues; FAO, "Food Outlook", Feb.
1993; MLC "Pigs: Market Outlook"; USDA Foreign Agricultural Service "Dairy Livestock and Poultry",
Jan. 1993; USDA Economic Research Service, 'Livestock and Poultry", var. issues.
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The Poultry Meat Market

World Trends

145. In 1992, world poultry meat production grew by 5 per cent, faster than competing types
of meat. A comparatively high growth is also forecast for 1993 (up 4 to 5 per cent). World
production in 1992 is estimated at 43 million tons, some 10 million tons less than world beef
production. By the end of 1993, output may reach 45 million tons.

146. With an estimated 2.4 million tons in 1992, world trade in poultry meat accounts for
only a small fraction of world production. However, there was strong growth in world exports
(up 10 per cent). Forecasts indicate a considerable slow-down of poultry export growth in 1993
(up 2 to 3 per cent), largely reflecting anticipated lower export growth of the United States and
declining exports from Brazil. Notable developments in the world poultry meat market in 1992
include: the double-digit export growth rates of the United States, China and Brazil; the drastic
decline of Hungary's exports; and Japan's booming imports.

United States

147. The United States dominate the world poultry industry, contributing roughly one-quarter
of world production and one-third of world exports. In 1992. United States poultry meat
production is estimated to have increased by 6 per cent, while exports grew by 21 per cent. The
major share of US exports consists of broiler parts, which, unlike whole broilers, do not benefit
from subsidies under the Export Enhancement Program (EEP). Subsidized exports of whole
broilers actually declined in 1992: some 12 thousand tons received export bonuses, down from
19 thousand tons in 1991. Total broiler exports (whole and parts) increased by 18 per cent to
676 thousand tons, 3 per cent of which were sales under the EEP. Turkey exports, which do
not qualify for the EEP. grew by 64 per cent to 77 thousand tons.

148. Factors responsible for the strong export performance include soaring demand from
Hong Kong, Mexico and Poland (which alone took 36 thousand tons in 1992). Hong Kong's
imports from the United States rose from 114 thousand to 161 thousand tons in 1992, thereby
surpassing Japan as the United States' main poultry meat customer in terms of volume. In value
terms, however, Japan remains the foremost export market. In Hong Kong, the US poultry meat
suppliers meet with strong competition from the EC and Brazil. Mexico's imports,
50 thousand tons in 1990, reached 130 thousand tons in 1992 and were thus on par with Japan's
poultry meat imports from the United States. The outlook for 1993 is for further growth of total
US poultry meat exports in the magnitude of 3 per cent, one factor of uncertainty being the level
of sales to Russia.

European Communities

149. EC poultry meat production increased by 2.5 per cent to 6.9 million tons in 1992, some
70 per cent of which was broiler meat. Broiler meat production increased by 1 per cent to
4.8 million tons. Production increased in all member States but the United Kingdom and Spain.
In France, the Community's major producer and exporter to third countries, the growth rate was
above average, with production rising by 5 per cent to 1.9 million tons. In 1993, EC production
is forecast to increase further but higher stock levels are likely to put pressure on prices.
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153. In contrast to 1991, Brazil's poultry meat exports expanded, with an estimated increase
of 15 per cent, faster than production. Export volumes rose by some 50 thousand to
375 thousand tons, whereas the export value declined by about 10 per cent to US $ 430 million.
Whole birds, totalling 232 tons comprise the main share of total exports. Chicken parts account
for the remainder. Brazil's major export market for whole birds is Saudi Arabia, which
imported about 125 thousand tons (i.e. roughly one-third of total exports). Brazil's main
competitor in this market is France. The United States are particularly competitive in the
production of broiler parts for which there is little demand so far in the Middle East. Last year,
US exports of whole broilers and broiler parts to Saudi Arabia totalled only 4 thousand and
8 thousand tons respectively. Brazil's second most important market for poultry meat is Japan,
which imported some 60 thousand tons, almost exclusively chicken parts. Exports to the EC
doubled last year to some 35 thousand tons. Key factors influencing the Brazilian poultry meat
export prospects for 1993 include: the subsidies granted by the EC and the United States in
particular in exporting to the Middle East (US export bonuses have already boosted US exports
in early 1993); market access to the EC (Box 4, Page 50); and economic developments in
Japan. Overall exports are forecast to drop to 345 thousand tons.

Thailand

154, Thailand continued to be the world's fourth largest poultry meat exporter in 1992.
Exports stagnated last year largely as a result of declining exports to Japan, which accounts for
85 per cent of its total exports. Thailand's remarkable export performance is fuelled by foreign
investment, tax incentives and comparatively low labour costs. In addition, Thailand was the
target of various increases of the EC's additional import duties (additional amounts) last year.
In 1993, exports are forecast to rise to, 190 thousand tons.

Hungary

155. Hungary used to be a major poultry exporter. Exports in 1988 were estimated at
170 thousand tons, more than half of which was destined for the then Soviet Union. By 1991,
exports had declined to 73 thousand tons while exports to the CIS decreased to 5 thousand tons.
In.1992, Hungary's exports halved to 37 thousand tons. While Hungary reportedly did not fill
all of its meat export quotas to the EC in 1992, the quota for processed poultry products was
fully utilized (Box 4, Page 50).

Japan

156. Japan's poultry industry is experiencing a long-term decline similar to that of the pigmeat
sector. Since the early 1980s, output has declined as a result of eroding competitiveness against
imports, with rising costs associated with environmental and sanitary regulations having been a
factor. However, domestic demand for poultry meat continues to increase. In 1992, imports
increased, by 14 per cent to 394 thousand tons, the major supplier being China. Numerous
Japanese poultry processors have invested in China, with the capacities tailored to the
requirements of Japan's market. Demand is segmented into light meat (breasts) and dark meat
(legs) which receives a substantial premium. In the United States, by contrast, the opposite
demand structure prevails. As Japan's stocks are considerable, imports in 1993 are forecast to
increase only modestly compared to last year. However, given the trends in domestic demand
gand competitiveness of this sector, Japan's poultry meat imports are forecast to rise in the
medium-term.
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Exports World 2,138 2,360 2,419 10.4 2.5

USA 675 815 839 20.8 3.0

EC 478 490 m.a. 2.5 n.a.

Brazil 327 375 345 14.7 -8.0

Thailand 169 165 190 - 2.4 15.2

China 123 145 17S) 17.9 17.2

Hungary 73 37 m.a. -49.5 n.a.

Imports Japan 347 394 412 13.5 4.6

Hong Kong 280 312 317 11.4 1'.6i

SaudiArabia 245 250 253 2.0 1.2

EC 152 156 n.a. 2.6 n.a.

US 130 40 65 -69.2 62.5

Per-Capita USA 41.9 43.3 44.4 3.3 2.5

Consumpt. EC 18.5 18.9 1 9.2 2.2 1.6

(kg.) Brazil 15.7 16.8 17.7 7.0 5.4

Japan 14.1 14.6 m.a. 3.5 n.a.

CIS 11.4 1l0.7 10.5 - 6.1 - 1.9

China 3.4 3.8 4.3 11.7 13.2

Table Il - Poultry Meat Situation in Selected Countries

('000 metric tons)

43,200

11,855

6,869

4,500

2,864

2,500

1,366

45,100

12,460

6,957

5,200

3,195

2,400

1,327

4.9

5.8

.25

13.9

9.0

- 16.2

0.7

4.4

5.1

1.3

15.6

11.6

- 4.0

-2.9

Production World

USA

EC

China

Brazil

CIS

Japan

41,200
1 1,204

6,728

3,952

2,627

2,982

1,356

Sources: Responses to GATT questionnaires; Agra Europe, var. issues; FAO, "Food Outlook", Feb.
1993; USDA Foreign Agricultural Service, "Dairy Livestock and Poultry", Jan. 1993; USDA Economic
Research Service, "Livestock and Poultry", var. issues.



The Sheepmeat Market

World Trends

157. World sheepmeat and goat meat production is estimated at around 10 million tons in
1992, one-tenth of which was exported. The European Community is the world's largest
importer and consumer of sheepmeat and is only slightly surpassed by China in terms of
production. In China, however, and in the other major producing countries, sheep production
systems are more wool-oriented, a fact which is reflected in much larger flock sizes. China's
flock is estimated at some 210 million sheep. In Australia, the third largest sheepmeat
producer, sheep numbers total 151 million head while the EC counts some 98 million head.

Australia

158. Australia's sheepmeat sector (Table 12) is driven by developments in the wool market.
In the wake of the collapse of the world wool market in 1989/90, Australia's sheepmeat
industry experienced a substantial contraction. Low producer prices for sheep and prime lambs,
and widespread drought in 1991/92, exacerbated the reduction in flock numbers. After having
reached a peak 174 million head in 1989/90, the flock size dropped to 166 million in 1990/91
(down 5 per cent) and 151 million in 1991/92 (down 9 per cent).

159. Australia's sheepmeat production is forecast to decline in the medium term. By the end
of 1995, production is expected to have decreased gradually from the 1992 level of 633 thousand
tons to some 610 thousand tons (down 2.5 per cent). Mutton production, the complementary
output of wool, is forecast to decline by 7 per cent to 340 thousand tons this year, while lamb
production is expected to remain stable at some 275 thousand tons. The major factors that have
a bearing on the prospects for Australia's sheepmeat industry are wool prices, export demand,
live sheep exports and domestic demand.

160. Wool prices. Australian wool producers supply some 70 per cent of the world's apparel
wool. Formerly sheltered from price fluctuations by means of floor prices, wool growers have
been exposed to extreme strong adjustment pressure since 1989/90. The discontinuation of the
so-called Reserve Price Scheme has left the Australian Wool Realisation Commission (AWRC)
with a wool stockpile of 811 thousand tons in 1991, which exceeded the size of the total shorn
wool production of 801 thousand tons in 1991/92. In April this year, the AWRC indicator stood
at the historically low level of A$4.00 per kg.9 In the foreseeable future, the AWRC's stock
disposal is forecast to put further pressure on prices.

161. Export demand. in 1991/92, exports were at a historically very high level as a
consequence of the wool price-induced increase in slaughterings and high demand from Middle

East countries. Mutton exports are forecast to fall in 1993 as the result of higher domestic
mutton prices and hence a loss in competitiveness in overseas markets. In the main traditional
markets, the Middle East and Japan, Australian mutton faces stiff competition from EC beef
exports and US poultry exports; and in Japan also from North American pork. Exports to the
CIS, which declined from 41 thousand tons in 1991 to 12 thousand tons in 1992, were hampered
by EC beef exports and food aid deliveries as well as lack of hard currency. Lamb exports are
forecast to rise by 2thousand tons in 1993. In the United States, Australia promotes lamb as a

9The AWRC market indicator is a weighted average of auction prices for 15 wool grades.



branded product under the Fresh Australian
Range Lamb programme (FARL), i.e.
chilled, airlifted shipments with the
guarantee of not being more than 72 hours
from processing. One of the industry's
objectives is to increase the export share of

prime lamb from the current level of 15 per
cent to 20 per cent by 1996. By contrast,

Australian mutton production is considerably
more export-oriented, with roughly two-
thirds of the carcass mutton destined for
export.

162. Live sheep exports. The Australian
live sheep trade to the Middle East dates
back to the 1950s and was originally
stimulated by a lack of refrigeration in some
of the countries. Moreover, this meat was
the cheapest type of red meat available and

therefore in high demand by the lower
income strata (e.g. the expatriate workers in

Saudi Arabia and the neighbouring Gulf

Table 12- Australian Sheepmeat Sector ('000 tons)

Note: The mutton and lamb production/export figures do not add
up to totals due to different sources (Replies to questionnaires,
Australian Meat & Livestock Corp.).

states). Live sheep exports are still predominantly old sheep but more recently there has been a
trend in demand towards younger sheep. Live sheep exports peaked in 1983 at 7.3 million head
and thereafter stagnated at around 7 million head until 1988. In the summer of 1989, several
shipments to Saudi Arabia, Australia's foremost market for live sheep at that time, were rejected
because of Saudi claims that the flocks carried diseases. Eventually all exports to Saudi Arabia
were discontinued and have not resumed in early 1993. This brought total live sheep exports
down to about 4 million head by 1991. To put these figures into perspective, Australia's exports
of live sheep in 1992 (4.43 million head) amounted to some 90 thousand tons of sheepmeat if
converted to a carcass weight equivalent based on average slaughter weights. This compares to
carcass mutton exports of 224 thousand tons in 1992 (live sheep exports are not included in
sheepmeat export volumes). Australia's live sheep exports are forecast to increase in the
coming years and to reach some 6.5 million head by 1996. This forecast is based on the
assumption that Saudi Arabia will resume its sheep imports either directly from Australia or
indirectly (as fresh meat) from neighbouring countries.

163. Domestic demand. Australia ranks second in the world in terms of per capita meat
consumption and is only surpassed by the United States. Income and relative prices have been
the major determinants for the absolute level of meat consumption and the distribution among
types of meat. The domestic market for both sheepmeet and beef is under severe competitive
pressure from poultry meat and which is almost exclusively produced for domestic consumption.
It is forecast that, as (relative) beef and sheepmeat prices rise as a result of declining production,
consumers will increasingly turn to poultry meat and pigmeat. Moreover, sheepmeat faces an
image problem: consumers, concerned with food waste (fat and bones), have turned away from
sheepmeat. Thus, per capita consumption of sheepmeat has declined from 23 kgs. in 1989 to
19 kgs. in 1992.

~~~. . . . . . . . . . . . . . . . .,."

PRODUCTION

Total o which 650 633 625

Mutton 382 365 340

Lamb 274 272 275

EXPORTS

Total, of which 304 297 282

Motton 264 224 216

Lamb 42 41 43

Live Sbeep (million head) 4.04 4.43 n.a.



New Zealand

164. In 1992, sheep numbers continued the downward trend which began in 1984 with the
elimination of the Supplementary Minimum Prices. According to the June 1992 census, the
flock declined by 6 per cent in the past two years to 54 million head, is the equivalent to roughly
one-third of Australia's flock. The downward trend in sheep numbers has also been affected by
greater profitability of beef and dairy production, reflected in a continuing build-up of the beef
and dairy herd. A modest further decrease of sheep numbers (1 per cent) is forecast for
1992/93.

165. New Zealand's lamb production is almost entirely destined for export. In 1992, some
368 thousand tons out of a production of 400 thousand tons was exported (92 per cent). Exports
to the EC, New Zealand's principal market, are limited to 205.6 thousand tons of sheepmeat
per year under the levy-free Voluntary Export Restraint agreement (including 10.5 thousand tons
of chilled lamb). New Zealand's major customer has remained the UK with sheepmeat imports
totalling 91 thousand tons in 1992, followed by Iran which imported 81 thousand tons. The
North American import market, although relatively small, is strongly contested between New
Zealand and Australia (see paragraph 161 for Australia's FARL programme).

166. Export lamb slaughterings are expected to fall by 18 per cent to 22.2 million head in
1992/93, yielding a decline in production from 380 thousand tons in 1991/92 to
314 thousand tons in the 1992/93 season. This reflects the decline in ewe numbers and lower
lambing percentages. There is also evidence of increased retention of ewe lambs for flock
replacement, which, in the short term, will reduce export volumes, but signals higher production
in the future. New Zealand will nonetheless fully utilize the export volume under the VER with
the EC. There has been a marked shift in production from prime to lean grades since 1975/76.
The emphasis on lean. heavy lambs is expected to continue, with the average weight of lambs
expected to rise further from its current record level of 14 kgs. Mutton production for export is
forecast to fall from 113 thousand tons in 1991/92 to 76 thousand tons in 1992/93, as the sheep
flock is expected to decline only marginally. Mutton slaughterings for exports were boosted
during the past decade by the run-down of sheep numbers.

167. New Zealand's trade in live sheep amounts to one-third of Australia's exports. While
New Zealand exports predominantly lambs, Australia exports mainly older sheep. In 1991/92,
New Zealand exported some 1.35 million head of live lamb and sheep, up from
940 thousand head in 1990/91. It benefited from the absence of Australia in the Saudi Arabian
live sheep market. Shipments, which used to be destined to a variety of markets, were diverted
to Saudi Arabia. Forecasts for 1992/93 suggest a decrease in New Zealand's live sheep exports
by 4 per cent to 1.3 million head.

European Communities

168. EC sheepmeat production fell by 3 per cent to 1.2 million tons in 1992. This was
largely due to a drop in production in the UK following the elimination of the variable premium
in 1991, and de-stocking in the new German Länder following re-unification. For 1993, EC
production is forecast to remain by and large stable. The sheep flock is expected to stagnate at
98 million head.

169. EC internal trade of sheepmeat is estimated to have increased by 7 per cent to
245 thousand tons, in 1992, a volume which almost matched total EC imports of



260 thousand tons. The reasons for the increase in internal trade include the elimination of the
clawback provision on UK exports and the repeated sterling and punt devaluations in the absence
of Monetary Compensatory Amounts. Trade also accounted for price pressure en the markets
of other member states, notably France. Lamb prices began to, drop at the beginning of 1993;
in January and February 1993, the EC reference price was, respectively, 21 and 18 per cent
lower than one year earlier. Since March, however, prices have recovered as a result of strong
demand for EC lamb from Greece and Italy, substituting for reduced deliveries from Eastern
European countries. Medium term price expectations in the sheepmeat sector point downward,
as price pressure will be exerted from pigmeat and poultry meat markets due to lower feed grain
costs resulting from the CAP reform.

170. EC imports in 1992 are estimated to have remained stable at 260 thousand tons. There
has been a shift of New Zealand's shipments, by far the major supplier, away from the
traditional markets in the UK, Germany and France towards Greece and Belgium. Per-capita
consumption of sheepmeat varies widely in the EC. In 1992, the EC average per capita
consumption of 4.2 kg. reflected levels of about 1 kg. in Denmark and the Netherlands,
compared to 7-8 kgs. in the UK and Ireland, and 14 kgs. in Greece.
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Production World 9,800 9,800 n.a. 0.0 n.a

EC 1,244 1,205 1,215 -3.1 0.8

China 1,180 1,300 1,400 10.2 7.7

Australia 650 633 625 -2.6 -1.3

New Zealand 563 542 510 -3.7 -5.9

CIS 927 794 768 -14,3 -3.

Exports World 946 989 n.a. 4.5 n.a.
Australia 304 297 282 -2.3 -5.1

New Zealand 433 460 400 6.2 -13.0

Korea, Rep. of 19 20 23 5.3 15.0

Imports EC 258 260 n.a. 0.8 n.a.

Japan 108 114 n.a. 5.6 n.a.

USA 21 27 21 28.6 -22,2

CIS 23 32 22 39.1 -31.3

Per Capita Australia 20.9 19.2 19.0 -8.1 -1.0

Consumption EC 4.2 4.2 4.2 0.0 0.0

(kgs.) CIS 3.3 2.9 2.7 -12.1 -6.9

China 1.0 1.1 1210.0 9.1

Japan l.0 1.0 n.a. 0.0 n.a.

USA 0.8 0.7 0.7 -12.5 0.0

India 0.7 0.7 0.7 0.0 0.0
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Sources: Responses to GATT questionnaires; FAO, "Food Outlook", Feb.
Agricultural Service "Dairy Livestock and Poultry", Jan. 1993.

1993; USDA Foreign

Table 13 - Sheepmeat Situation in Selected Countries

('000 metric tons)


