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I. MAJOR FEATURES OF THE ECONOMIC SITUATION AND OUTLOOK

1. Forecasts for 1990 show that the growth of the world economy is
expected to decline from 3 per cent in 1989 to 2 per cent in 1990 , a
smaller rate than previously estimated. Clearly, this less favourable
situation is due mainly to the Gulf crisis. However, the combination with
other factors, such as the contraction of output in Eastern Europe and in
the USSR, the German unification and the short-term effects of
macroeconomic adjustments in a large number of developing countries, must
also be taken into account. In the industrial countries, two consecutive
years of decline in output growth are currently foreseen (3.4 per cent in
1989, 2.6 per cent in 1990 and 2.4 per cent in 1991). In Europe, economic
conditions were, and will continue to be, affected by the German
unification, with the short-term effect of a temporary fall in output and
employment and an expansion of the aggregate demand, especially for
imports. Also, the pace of the process of economic integration of the EC
has been accelerating, with new developments in the field of monetary
union. In the United States, the fiscal deficit continues to be a major
unsolved problem, and has recently led to increased taxes. In the
developing countries the negative effects of adjustment programmes, if they
are successfully implemented, are expected to be largely offset next year
and output growth is expected to reach 4.2 per cent in 1991 (against
2.2 per cent in 1990). The process of decreasing divergence in growth
among developing countries, those in Asia and the others, which started in
1989, practically came to a halt in 1990, but in 1991 it is expected to
recommence. Inflation is expected to increase in 1990 in both groups of
countries, with inflation of consumer prices in developed countries
reaching 4.8 per cent in 1990. The rate of inflation in developing
countries in 1991 should decrease, but again this forecast is based on the
success of the macroeconomic reform programmes. Unemployment in 1990
should reach 6.2 per cent in industrial countries, with a marginal
acceleration in 1991 (6.3 per cent). As regards trade (according to GATT
experts ), the volume of world trade in merchandise in 1989 is estimated to
have grown at a rate of 7 per cent - the third largest gain in volume
during the 1980s. Once again, the volume of world merchandise trade
expanded at a significantly faster pace than world production. The
strongest contribution to the expansion of the volume of trade in 1989 came
from the developed countries.

1IMF World Economic Outlook, October 1990

2GATT Activities, June 1990
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II. THE INTERNATIONAL SITUATION AND OUTLOOK IN THE BOVINE MEAT SECTOR

Situation

2. In 1990, and once again, the bovine meat sector reserved its lot of
surprises. Although for the moment the international markets evolution
does not appear to be critical, a number of more or less unexpected factors
clearly disturbed a relatively healthy situation. Moreover, an outlook,
which only a few months ago seemed to remain rather promising, may now be
somewhat compromised. Once more, those factors affected unevenly the
market situation and outlook in the foot-and-mouth disease free area and in
the infected area.

3. Among the major factors having a significant impact on the situation
and outlook, there are at least three extraneous to the meat sector. The
general economic slowdown, developments in the USSR and other Eastern
European countries and the Gulf crisis.

4. The general economic slowdown may affect demand for bovine meat, at a
moment when sanitary problems in some countries and more generally large
supplies of poultrymeat, are already having a depressing influence in
consumption. Developments in the USSR, where production is affected by
shortages of fodder and feed, pressure for higher meat imports. However,
these are tempered by deteriorated terms of trade and food-aid may soon be
needed. Developments in other Eastern European countries have led to
rather unstable and contrasted situations. In some cases production seems
to have increased and consumption fallen. In others, production fell but
was accompanied by stronger consumption drops. Resulting increased
availabilities of live cattle or meat, have partly ended up as increased
exports to Western Europe and in particular the European Community. The
Gulf crisis and the resulting trade ban on Iraq and Kuwait (3-4 per cent of
world beef imports last year) had a direct impact on bovine meat trade, but
also meant higher oil prices and resulting higher production and transport
costs in most countries.

Cattle numbers and production

5. Cattle herd rebuilding continued in major producing countries. But
increased yields and improved efficiency in most of them generally added to
lower feedgrain prices and allowed for limited beef production falls. In
some cases (European Community, Australia) increased cattle numbers
resulted also in higher slaughter and increased output. As a result, in
1990, total estimated bovine meat production in participating countries
increased marginally. However, the production rise in the European
Community was stronger than expected. Following improved returns in 1989,
EC producers retained more cattle and in particular calves for fattening.
Fed cattle in the Community now represents more than one third of the total
slaughter mix. This, along with growing numbers of beef cows, allowed for
increased slaughter and carcass weights, this year, the whole resulting in
a 3.2 per cent output growth.
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6. The other major producing country where a significant beef production
rise (+6 per cent) occurred was Australia. The drought conditions, which
began to be felt in the last quarter of 1989, continued through the
beginning of this year and resulted in increased cattle slaughter. The
slaughter structure suggests that herd rebuilding might be coming to an
end. In New Zealand production continued to decline due to herd
rebuilding, supported by improved seasonal conditions and higher producer
returns.

7. In North America firm cattle prices were also the reason for herd
expansion. In the United States, where slaughter cattle prices have now
been rising since mid-1986, producers seem to have finally decided to
withhold their cattle. After a timid rise in the last July census, cattle
numbers are estimated to have increased by 1.7 per cent this year.

8. In South America, the meat industry is once again faced with extremely
difficult economic situations in both Argentina and Brazil. Cattle numbers
and production should fall in the former and, while cattle numbers are
estimated to continue their long-running rise, production is at best
expected to stagnate in the latter. In Uruguay estimated production fell
in line with herd rebuilding.

Consumption

9. The long-term decline of beef and veal consumption in participating
countries continued and even accentuated in 1990. Low supplies and
resulting increased retail prices are only part of the reasons behind the
decline. Although the situation may differ among different countries, the
general slowdown of economic growth may also have affected the demand.
Continuously rising availabilities of cheaper poultry meat undoubtedly
accounted once again for a large part of the decrease. Estimated per
capita consumption of poultry meat has decreased only in Egypt and Poland
where a difficult economic situation affected the consumption of all meats.
In all other countries per capita intake was up.

10. But beef and veal consumption was also affected by sanitary problems.
This was particularly the case in the European Community, where consumption
fell by almost 2 per cent. The BSE outbreak in the United Kingdom resulted
in a significant intake drop both there and in Ireland. Consumers' lack of
confidence seems also to have affected demand in other EC countries.
Current efforts for the production of less bone and fat products, as well
as consumption campaigns, especially in North America, seem to have shown
some success, but not enough to eradicate the general consumption fall.

Trade and international prices

11. In 1990, bovine meat exports are estimated to fall by some 15 per
cent, to around 3.5 million tons, i.e., 600 thousand tons below last year.
Although at this stavg these figures can only be considered as indicative,
they are illustrative of the current market uncertainties. However, they
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also hide large discrepancies in the performance of major exporting
countries. Among these countries, only the United States, Australia and
Argentina, increased their exports. But although all the other major
countries have seen their exports decline more or less significantly,
60 per cent of the total export decrease (364 thousand tons) originated in
the European Community.

12. Despite increased availabilities and higher export restitutions since
last August, the decrease in EC exports seems due to relatively low export
prices (exacerbated by a lower dollar value) but also to the loss of the
Iraqi and Kuwaiti markets. A large sale to Brazil never materialized and
sales (at least commercial) to Eastern Europe may have declined. Added to
higher production and a declining consuumption, the result could only be the
resurgence of stocks estimated at 500 thousand tons by the year end. Last
November the EC Commission decided to allow intervention purchases to
continue beyond the 220-thousand-ton annual limit implemented in
April 1989.

13. The Gulf crisis and developments in Eastern Europe have also affected
South American exporters which, like the Community, operate mostly in the
foot-and-mouth disease area. Argentina, which in the first half of the
year increased exports to Iraq, Romania and the USSR, saw them reduced to
nil or falling sharply in the second half. But this country benefited from
the sharp drop of Brazilian exports, especially canned product to the
United States but also to the European Community. Strong demand for canned
meat and also for high-quality beef allowed for increased export prices in
Argentina. Cattle herd rebuilding in Uruguay resulted in lower exports.
Brazil has been relatively absent from the export scene this year due to a
difficult economic situation, insufficient supply and deficient sanitary
controls on canned meat exported to the United States. Imports from its
neighbouring countries increased. In Australia, higher output was
virtually all directed to the export market, particularly in response to
strong demand and attractive, even if declining, import prices in the
United States. Exports to Japan increased more moderately than expected
reflecting market adjustment difficulties in this country. Herd rebuilding
in New Zealand resulted in lower exports to all major markets, in
particular to Japan. Export prices remained firm but seemed to be
levelling off in the last quarter.

14. Estimated beef and veal exports, especially live cattle exports, rose
in some Eastern European countries, particularly in Poland. A large part
of the exports went to the European Community. The unification of Germany
has been pointed out as a further element at the origin of the EC market
instability this year. Expected large sales from former East Germany to
the USSR and Romania should help to alleviate the pressure.
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SELECTED COUNTRIES' TRADE IN BEEF AND VEAL-/

A. EXPORTS

Estimates % Change Forecast % Change1989 1990 1990/89 1991 1991/90

ARGENTINA 360 420 16.7 385 -8.3
AUSTRALIA 1,041 1,114 -7.0 970 -12.9
BRAZIL 280 196-' -30.0 220- 12.2
CANADA 107 98 -8.4 105 7.1
EC 994 630 -36.6 930 47.6
NEW ZEALAND 436 380 -12.8 415 9.2
UNITED STATES 464 476 2.6 5082/ 6.7
URUGUAN, 177 140 -20.9 125- -10.7
OTHERS-' 294 331 12.6 260 -21.5

TOTAL 4,153 3,646 -12.2 3,918 7.5

B. IMPORTS

1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

B.-"AZIL 200 2002/ 0.0 1002/ -50.0
CANADA 158 173 9.5 170 -1.7
EC 405 430 6.2 4302/ 0.0
JAPAN 502 562- 12.0 622- 10.7
UNIT§p STATES 987 1,021 3.4 9982/ -2.3
USSR- 4/ 120 2002/ 66.7 200- 0.0
AFRICA- 4 420 425 1.2 425 0.0
OTHER ASIA- 233 255 9.4 255 0.0
MIDDLE EAST-/ 89 97 9.0 97 0.0
EASTERN EURO .3/ 258 240 -7.0 270 12.5
OTHER EUROPE- 26 20 -23.1 18 -10.0

TOTAL 3,398 3,623 6.6 3,585 -1.0

1/'000 tons carcass weight equivalent, includes fresh, chilled,
frozen, cooked, canned and otherwise prepared bovine meat;
excludes carcass weight equivalent of live cattle.

2/Secretariat estimates.

3/Includes other exporting/importing countries participating in
the Arrangement Regarding Bovine Meat. Estimates by the Secretariat.

4/USDA, World Livestock Situation, F.A.S., FL&P 2-90, March 1990
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Outlook

15. The international bovine meat market situation of the last few months
should temper the recent optimism about the near future. Although the
situation seems far from being as critical, a number of developments
invariably lead analysts to comparisons with the crisis in the early 1970s,
which led some major countries to close their borders. Some elements of
that crisis are present: rising oil prices, economic growth deceleration
and even fears of economic recession in some cases, signs of inflation
resurgence and increased unemployment. As at the beginning of the
seventies, most countries are rebuilding cattle herds in response to
relatively firm prices and production potential continues to grow.

16. However, the situation today differs significantly. Political and
macro-economic co-operation and co-ordination increased among leading
developed countries rendering major crisis if not inevitable, at least more
predictable. Increased oil prices, at least during a short period, seem to
be having a lesser effect than in the past. Cattle numbers are, in most
cases, much lower in absolute terms. Also, cattle herd rebuilding occurs
at a much slower pace in an increasing number of countries. Thus, although
beef and veal potential production continues to grow, it now increasingly
depends more on higher yields and improved efficiency than on increased
cattle numbers. In other words, an excess of supply may have less
devastating effects than in the past, and may well be more rapidly
controlled as well.

17. In 1991, beef production is expected to rise in some major producing
countries: in the European Community, reflecting increased slaughter and
higher carcass weights; in the United States, where an increased
percentage of fed cattle in the total slaughter mix should more than offset
lower cattle cull; and in New Zealand, due to increased slaughter in
response to expected lower producer returns. Production may also rise in
Japan, stabilize or decline somewhat in Argentina and Australia, but should
fall in other major countries. However, total beef and veal output of
participating countries should rise next year. Underlying the expected
production growth are also, in many cases, lower feed costs.

18. Consumption is projected to rise in a number of countries - the United
States, the European Community, New Zealand and Japan being among the major
ones. However, in the United States the rise is only due to the population
growth. Although for specific reasons, per capita intake is projected to
rise in the three other countries, there are no reasons to believe that, in
most other cases, this will happen. On the contrary, the downward trend of
per capita beef and veal consumption in a deteriorating economic
environment could continue and even accentuate in 1991, especially as lower
feedgrain prices will once more allow for higher poultry meat (but also
pigmeat) production, expected to rise in most countries.

19. International demand for beef may shrink somewhat in 1991.
Developments in the foot-and-mouth disease-free area remain more reasonably
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predictable, partly linked as they are to increased access commitments by
Japan and Korea. In accordance with its access commitment, the Japanese
import allocation system will be terminated next April. Although it will
be replaced by a 70 per cent ad valorem tariff (during the Japanese Fiscal
Year 1991), Japanese imports are expected to continue their upward trend in
response to strong domestic demand for imported beef. Other East Asian
countries, and especially Hong Kong, could also import more beef next year.
Increased supplies in both the United States and Canada should result in
slightly lower beef imports. Increased Japanese imports are at the origin
of continuously rising United States exports which next year, at slightly
above 500 thousand tons, will reach a new record level. Despite an
expected export rise also in New Zealand, availabilities in this area will
nevertheless remain relatively tight, as an expected small rise in Canadian
exports should be offset by a decline in Australia. International prices
in this area could consequently remain firm.

20. The outlook in the foot-and-mouth disease area is less clear and less
promising. Import demand is dependent to a large extent on more or less
unpredictable factors. These include developments in the Iraq/Kuwait
crisis, the domestic market situation in Brazil and the situation in some
countries in Eastern Europe. On the supply side, this year's accumulation
of beef stocks in the European Community, along with an expected production
rise there, will have a major impact on international trade in the area.
In figures this means another EC export rise to close to 1 million tons.
The rise will largely offset the expected decline in exports by Argentina
and Uruguay (and indeed of the totality of other participating countries)
and may further add to an always possible return of Brazil to the export
scene. In these conditions, there does not seem to be much room for
improved international prices in this area.

21. In summary, the international bovine meat market situation and outlook
is certainly one which deserves close monitoring. Furthermore, the
international bovine meat trade is still affected by a number of policy
measures which restrict its expansion, liberalization and stability. It
also remains a relatively compartmentalized trade. Recent bilateral
agreements (Japan, Korea) have shown the advantages of a more open trade.
However, a multilateral agreement remains necessary. In the Mid-Term
Review of the Uruguay Round negotiations in April 1989, a consensus was
reached regarding agricultural policies. Such policies should be more
responsive to international market signals in order to meet the objective
of international trade liberalization. Support and protection should be
progressively reduced and provided in a less trade-distorting manner. An
agreement was also reached on arrangements on sanitary and phytosanitary
regulations. A successful outcome in the negotiations would represent the
best opportunity for the creation of a healthier environment for bovine
meat trade.
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III. COUNTRY-BY-COUNTRY ANALYSIS

European Community

Production rises, consumption and exports fall, stocks buildup again

22. Estimated cattle and calf numbers in the European Community increased
by 1.1 per cent last year for the first time since the implementation of
the dairy quotas. The rise continued this year and by the year end the EC
cattle herd should reach about 81.2 million head. Increased beef cow
numbers, +330 thousand head, more than offset the fall in numbers of dairy
cows in 1989. A similar evolution is estimated to have occurred this year
(beef cows +5 per cent, dairy cows -1.8 per cent). Heifers, steers and
calf numbers are also estimated to have increased in 1989 and this year.

23. Reflecting improved market conditions, cattle and calf slaughter
declined last year. The decline of calf slaughter (-8.8 per cent) was
particularly accentuated and illustrates the increasing importance of
feedlot operations in the Community. Female cattle and adult male cattle
slaughter decreased by 3.2 per cent. As a result, beef and veal production
fell by about 3.6 per cent, despite increased slaughter weights.

24. Growing cattle numbers allowed for increased slaughter in 1990. This,
and a larger share of fed cattle (more than a third), in the total
slaughter mix resulted in a production growth this year. The growth was
stronger than expected and is currently estimated at 3.2 per cent
(+240 thousand tons) but could be even higher. Increased production was
one of the factors which contributed to a relatively unexpected downturn of
the Community bovine meat market this year. Signs of weakening cattle
prices could be detected by the end of 1989, but it was this year and more
significantly since the summer, that the price fall became evident.

25. The decline in demand at a moment of increasing output was another
reason for weak market conditions. A less optimistic economic environment
than earlier expected, due among other reasons to higher oil prices, may
partly explain declining beef and veal consumption (estimated at -1.8 per
cent, to 22.3 kg. per capita). Large availabilities of poultrymeat, whose
intake continues to rise, are another reason. However, the major reason
was probably the BSE outbreak in the United Kingdom. Consumers' lack of
confidence affected demand there, but also in Ireland and, albeit to a
lesser extent, in other EC countries.

26. Depressed cattle prices were also due to continuing dry weather
conditions, increased live cattle and meat imports from Eastern Europe and,
since August, the trade ban on Iraq and Kuwait. Increased imports from
Eastern Europe meant important entries of live cattle coming mostly from
former East Germany, Poland and Hungary. (Unofficial sources estimated
that about 800 thousand head of young cattle entered the EC through former
East Germany, but originating also in Poland and Hungary.) This also
meant, maybe more importantly, very low prices for imported meat. The



IMC/W/77
Page 12

trade ban on Iraq and Kuwait represented the loss of two markets which in
1989 had absorbed about 100 thousand tons of the EC product.

27. The cumulative effect of these factors was the acceptance of
increasing quantities of beef into intervention. At the beginning of
November, 214 thousand tons would have been bought under the normal
tendering system (6 thousand tons below the maximum authorized in normal
circumstances - see policy developments below) and 240 thousand tons under
the "safety net" arrangements. Estimated intervention purchases by the
year end should reach 620 thousand tons, up from 171 thousand tons last
year. In the meantime, sales should total only 260 thousand tons.
Intervention stocks, which last year fell by 70 per cent, will consequently
rise sharply again to approach 500 thousand tons.

28. The difficult market situation in the European Community was
exacerbated this year by falling export levels. Despite significantly
increased export restitutions
last August, in response to EC - STOCK LEVELS
the falling dollar value, beef
exports are estimated to drop Thousand tons
by some 360 thousand tons. 1000 y
The decrease seems due to
relatively lower export prices
(independently of the dollar So0
fall) but also, as indicated,
to the loss of the Iraqi and'
Kuwaiti markets. To help to
relieve the pressure in the 400XX
internal market, the EC agreed
last September on a sale of 200
80,000 tons of intervention
beef to Brazil. However, by 1
1 October, the deadline for 1981 1982 1983 1984 1985 1986 196 1988 199 10 199
tenders, no bids had been
received. At the latest news, the sale did not materialize. Exports to
some Eastern European countries this year were estimated to reach some
150 thousand tons, part of which would be as food aid. In 1991 beef and
veal exports are forecast to rise by close to 50 per cent, to 930 thousand
tons, approaching historical record levels again.

29. In 1990, beef and veal imports should reach 430 thousand tons (+6 per
cent.) in line with a higher balance sheet import quota, and a 3 thousand
tons autonomous quota of high-quality beef. Live cattle imports had been
&orecast to fall by 6 per cent to 850 thousand head, but taking into
account the strong imports from Eastern Europe described above, it may well
be that imports were higher than last year. The 1991 import quotas the EC
Commission has proposed so far do not differ from those of last year:
34.3 thousand tons of high-quality beef ("Hilton beef"); 53 thousand tons
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of low-grade frozen beef ("GATT quota"); 2.25 thousand tons of buffalo
meat; and 1.5 thousand tons of frozen thin skirt. Live cattle import
quotas and balance sheet quotas have not yet been proposed.

30. It could be noted that the unification of Germany represents an
additional 5.7 million head of cattle in the Community and an additional
beef production of more than 420 thousands tons (estimated East German
output in 1989). Unofficial estimates suggestthat some 2.3 million cattle
could be marketed in former East Germany this year and dairy cow numbers
will have to be reduced sharply (by an estimated 20 per cent) to be brought
in line with EC dairy quotas. Exports to the USSR (a contract for the sale
of 140 thousand tons of beef would be under negotiation) and Romania
(30 thousand tons of beef and the equivalent to 10 thousand tons of live
cattle) is expected to absorb most of the excess supply.

Policy developments

31. On 1 August 1990, beef and veal export restitutions were raised by
between 17 and 25 per cent. Last November, the European Commission decided
to allow intervention purchases to continue under the normal tendering
system, beyond the 220 thousand t-i, annual limit implemented in April
1989. This decision is possible under the present legislation in
"exceptional circumstances" or in the case of a significant decline in
market prices. Last October, the European Commission decided to suspend
pigmeat imports from the United States as from 1 November 1990 (but entry
into the EC of all United States pork arriving in the Community before
23 November was permitted) and beef as from 1 January 1990. The ban is
imposed on sanitary grounds, and will apply to meat originating in
abattoirs failing to meet the EC health and hygiene standards. The
United States requested consultations with the Community under Article
XXIII:1 of the GATT.
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1989Estimates % Change Forecast % Change
1990- 1990/89 1991- 1991/90

Cattle and calf
numbers:- 79,355.0 80,217. 0 1.1 81,200.0 1.2

Beef and veal:-/

Production 7,461.0 7,700. 0 3.2 7,850.0 1.9

Consumption 7,400.0 7,260. 0 -1.9 7,350.0 1.2

Imports 405.0 430. 0 6.2 430.0 0.0

Exports 994.0 630. 0 -36.6 930.0 47.6

Stocks-/ 258.0 500. 0 93.8 500.0 0.0
of which
intervention 131.0 500. 0 281.7 500.0 0.0

-{Data do not include ex-Germany, Dem. Rep.
,'000 head, December of preceding year

-3 '000 tons

-/ Total stocks, 31 December

Finland

Limited shifting from dairy to beef cattle

32. According to the last June cattle census, herd reduction in Finland
continued this year. It is well known that this reduction is due to
efforts to curb milk production made since the beginning of the 1980s.
Data show that this year's drop in dairy cow and calf numbers was, once
again, accompanied by increasing beef cattle numbers. Even if the latter
have increased by about 40 per cent since the beginning of the 1980s, they
still represent a mere 4 per cent of total cattle numbers. Prospects for
the replacement of meat produced as a by-product of dairy farming by
specialized beef production remain very limited. This seems to be due to
the comparatively low profitability of beef cattle and adverse climatic
conditions in Finland.
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33. Cattle slaughter grew during the first six months of 1990. The rise,
due to increased dairy cow cull, should continue and reach about 5 per cent
by the year end. The implementation of certain milk levies this year may
partly explain such an evolution. Indeed, the levies will lead to dairy
farmers' lower net prices in the second half of the year, even if they
remain at higher levels than year earlier. Increasing yields per cow
resulted in higher slaughter weights, which in the first six months of the
year grew by 4 per cent. Higher cattle slaughter and increased weights
should result in a 5.4 per cent production growth, to 113 thousand tons
this year. Per capita consumption should grow by almost 2 per cent,
reflecting increased production and a moderate rise in retail prices.

34. Finnish self-sufficiency in beef and veal exceeds 100 per cent. Yet,
estimated imports will total 1.5 thousand tons this year, reflecting
consumer preferences for high quality cuts. In the meantime higher
production and a comparatively slower consumption growth allowed for an

increased surplus. Beef and veal exports, mostly canned and cooked, should
consequently increase by two thirds this year.

1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

Cattle and calf 1/ 2/ 2
numbers '363.0- 1,357.4- -0.4 1,213.0- -10.6

3/Beef and veal-

Production 107.2 116.04/ 8.2 110.04/ -5.2

Consumption 102.3 106.04 3.6

Exports 4.9 8.0 63.3

1/ 000 head, 1 December '000 head, 1 June '000 tons
- Since 1990, a new data basis is used. The effective production and

consumption rises 1990/89 would have been 5.4 per cent and 0.7 per cent,
respectively.

Policy developments

35. Some product-specific marketing levies, which directly reduce the
price received by producers, have been increased. Since 1 January 1990
dairies have been liable to a levy of FIM 0.04 per litre of milk received.
Since 1 July 1990, a levy of a similar amount based on the fat content of
milk produced was also implemented. Target producer prices for livestock
products were increased as of 1 March 1990. The rise for milk prices was
FIM 0.08/litre and the rise for beef was FIM 1.25/kg.
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Sweden

Phase-out of export subsidies as from July 1991 and share export fall in 1992

36. The effects of the termination of the two-price system for milk as of
1 January 1989 continued to be felt through 1990 and probably 1991. With a
close to 2 per cent rise this year, cattle numbers totalled 1.7 million
head last June. Dairy cow numbers for the current year are not available,
but in 1989, and after three years of much more significant falls, they
were down by only 0.9 per cent. A similar percentage decline is expected
to occur at least until 1991. However, the expected rise in numbers of all
other categories of cattle, and in particular beef cows which last year
Increased by an unusual 14 per cent, should allow for a further moderate
cattle herd increase next year.

37. After declining since 1986, cattle and calf slaughter resumed last
year. The increase was of an estimated 7 per cent, due to higher dairy cow
and calf slaughter. Cattle slaughter in 1990 and 1991 should rise by a
further annual 2-3 per cent. Estimated beef and veal production increased
by 4 per cent this year, to 144 thousand tons, reflecting again higher
numbers of beef cows, increased cattle slaughter and carcass weights and a
growing utilization of calves for beef production. A further rise is
expected to occur next year in line with increased cattle slaughter.
Thereafter production should fall back again.

38. With the exclusion of sheepmeat, where a decline was foreseen in
response to the abolishment of consumer subsidies, consumption of all meats
was expected to increase: pigmeat, reflecting lower retail prices;
poultry meat, due to lower domestic feed prices which should also allow for
lower retail prices; and beef and veal, reflecting increased production.
Per capita consumption of the latter may have grown to some 17.5 kg. in
1990 (+1.7 per cent). Consumption of all types of meat could grow further
in the future as the result of the new agricultural policy, which should
enter into force in 1 July 1991.

39. Last year, bovine meat imports reached 14.3 thousand tons, compared to
21 thousand tons in 1988, reflecting the production rise. In 1990, the
market was relatively well balanced again, and estimated imports totalled
13 thousand tons. Frozen beef account on average for 60-80 per cent of
total imports and Poland, Australia and Yugoslavia have been the major
suppliers in the last few years. In 1989, exports of frozen meat were
reduced, 2.7 thousand tons, 53 per cent of which went to Mexico and 21 per
cent to the United States. Canned and cooked meat exports totalled
3.4 thousand tons, 25 per cent of which went to the Federal Republic of
Germany. At an estimated 8.7 thousand tons, exports this year increased
by 40 per cent, but remained far below the record levels (around
25 thousand tons) of the first half of the eighteens. One of the aspects
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of the new agricultural policy to be implemented next July, is the
discontinuation of export subsidies. However, taking into account other
aspects of the new policy in the dairy sector (which should lead to the
liquidation of 60 to 100 thousand dairy cows) and foreseen difficulties in
limiting surplus production in the pigmeat sector, exports will still be
granted some support. This support, will be lower than current subsidies
and will be totally phased out in three years. Current estimates are for a

sharp export decrease in 1992, to some 2 thousand tons.

Policy developments

40. A new agricultural policy will be introduced on 1 July 1991 and will
be fully implemented after a five-year transitional period. It is based on

the principle that agriculture should be subject to the same conditions as

other sectors. Producers should only be paid for goods and services for
which there is a demand. The main elements of the new policy concern

border protection, mainly variable import levies, which will remain
unchanged pending the outcome of the Uruguay Round, and the phase out of
internal market regulations starting on 1 July 1991. As a result,
collective financing of agricultural exports will, by and large, be
discontinued. Thus, in the meat sector, internal support measures and
export subsidies, will be abolished on 1 July 1991. However, due to
parallel adjustment measures in the dairy sector and the foreseen
difficulties in reducing pigmeat production, public means to assist exports
will still be granted during a transitional period of three years

(1991/1992 - SEK 200 million; 1992/93 - SEK 150 million; 1993/94 -

SEK 100 million).

1989 Estimates Z Change Forecast Z Change1990 1990/89 1991 1991/90

Cattle andlyalf
numbers:- 1,672.0 1,700.0 1.7 1,681.0 -1.1

Beef and veal:-2
Production 138.0 144.0 4.3 147.0 2.1

Consumption 144.0 147.0 2.1 150.0 2.0

Imports 14.0 13.0 -7.1 12.0 -7.7

Exports 9.0 10.0 11.1 11.0 10.0

1/'000 head, June 000O tons
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Norway

Surplus production in the export market

41. Contrary to earlier estimates for a significant decrease, estimated
cattle herd in Norway will decline only marginally in 1990, remaining close
to 1 million head and reflecting lower cattle slaughter in the last two
years. Declining numbers of dairy cows were partly compensated by
increased bull figures. Although no separate data are available, it is
possible that beef cow numbers are also rising somewhat. While in 1973
82 per cent of the cattle stocks were dairy cows, this percentage has
gradually declined.

42. Beef production should rise by almost 9 per cent, while veal output is
seen 5 per cent below last year. Although no slaughter data is yet
available, this suggests increased adult cattle slaughter and lower calf
cull. However, this also seems to signify that, like in other countries,
calves are kept longer for feeding proposes. Calf slaughter fell from
57.6 thousand head in 1985, to only 19.4 thousand last year. Meanwhile
average dressed carcass weights rose from 39.3 to 67.3 kg. Total beef and
veal production next year is expected to decline slightly due to a 2 per
cent drop in beef output, partly offset by a higher veal production.

43. Estimated bovine meat consumption grew by 2.3 per cent (1.7 per cent
on a per capita basis, to 17.4 kg.) as a result of increased production.
There are no prices available, but per capita consumption of other meats,
with the exception of sheepmeat, was also up this year, suggesting a
recovery in general private consumption which had slowed down last year.
With an 19.4 kg. intake, pigmeat continued to be the preferred meat despite
a slight production drop.

44. The 1990 surplus production went to the export market. In absolute
terms, the estimated 8 thousand tons exported are a relatively small
quantity, but they constitute a record for Norway. Unfortunately there is
no breakdown on the type of product exported, nor information on the
destinations. Other Nordic countries have been among the major markets for
the small quantities exported in the past. Next year exports should
decline to some 5 thousand tons. Surplus production also meant virtually
no imports this year and the same should occur in 1991.
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1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

Cattle and1galf
numbers:- 985.3 995.0 1.0 989.0 -0.6

Beef and veal:-2
Production 75.3 81.8 8.6 31.4 -0.5

Consumption 73.3 75.0 Z.3 75.4 0.5

Imports 1.5 0.0 -100.0 0.0 -

Exports 0.6 8.0 1,233.3 5.0 -37.5

1/,000 head, 1 January 2/,ooo tons

Switzerland

Climbing pigmeat prices, favour per capita beef consumption

45. After a surge in numbers in 1988 due to increased cow and, in
particular, calf numbers, the Swiss cattle herd stabilized last year. This
stability hides the decline in dairy cow numbers and the stability of calf
figures, but a rise in beef cattle. A 9 per cent increase in real producer
prices was at the origin of the herd growth in 1988. Conversely, a price
drop of close to 6 per cent last year seems to have discouraged producers.
As the price decline trend accentuated during the first half of 1990
(-14 per cent), it can be assumed that cattle numbers will fall this year.

46. Confirming cattle herd evolution, slaughter fell by 11 per cent in
1988, remained almost unchanged
last year and, during the first
six months of 1990, was up again. SWITZERLAND - MEAT CONSUMPTION
By the year end it could reach PER CAPITA TRENDS (KG.)
780 thousand head, +3.4 per cent. Bee/poultrymeat Plgmeat
During the first half of the year,
the average slaughter weight rose 27 +

49

by 4 per cent, due to increased +
adult cattle cull and lower calf 22 47
kill. Higher adult cattle
slaughter resulted in an 8 per 17 . 46
cent beef production rise during
this period, while veal output
was down by 2 per cent. Total * - $4
beef and veal production by the * 1

year end should reach 1980 81 82 83 84 85 ea 87 88 89 9o
160 thousand tons, 3 per
cent above 1989. - PIG -@- BEEF/VEAL -F-POULTRY
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47. Estimated bovine meat consumption increased by almost 6 per cent from
January to June 1990. The rise was due to increased output and consequent
lower beef retail prices (-6 per cent in real terms). It also reflects
higher pigmeat retail prices resulting from falling pigmeat production.
Beef and veal consumption is estimated to reach some 27 kg. per capita
(+9 per cent) this year.

48. From January to June 1990, live cattle imports fell to 2.1 thousand
head (-1.1 thousand head). At 4.5 thousand tons, beef and veal imports
remained unchanged. More than 50 per cent were fresh and chilled and
although the import origin is not yet available, most of this product
traditionally comes from Argentina, the European Community and Brazil.
Frozen beef (20 per cent of total imports) originates mostly in Argentina
and Brazil, while canned products (27 per cent) come mostly from the EC.

1989 Estimates Z Change Forecjyt Z Change1990 1990/89 1991- 1992/91

Cattle and Jalf 1,850.3 1,850.0 0.0 1,840.0 -0.5
numbers:-

Beef and veal:-/

Production 155.2 160.0 3.1 157.0 -1.9

Consumption 173.9 170.0 -2.2 168.0 -1.2

Imports 10.5 8.0 -23.8 12.0 50.0

-/'000 head, 21 April 2/'000 tons 3/OECD
Policy developments

49. Target prices for certain categories of cattle were increased as from
1 February 1990. Fat bull prices increased from Sw F 640 to Sw F 650 and
calf prices from Sw F 975 to Sw F 1,005. Cows, heifers and oxen target
prices remained unchanged.

Austria

Live cattle exports down, beef up

50. Cattle herd liquidation seemed to have come to an end last year. At
2.6 million head, cattle numbers increased by almost 1 per cent. The end
of the liquidation phase seems confirmed by a 5.4 per cent drop in cattle
slaughter and especially a 9 per cent reduction in both calf and female
cattle cull. Although there is no data available, historical trends
suggest that after four years of herd reduction, a new herd rebuilding
phase is on its way. It is estimated that cattle numbers continued to rise
this year.
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51. In 1989, estimated beef and veal production fell by around 5 per cent,
to some 215 thousand tons, reflecting lower cattle slaughter. Some
recovery is expected to have occurred this year. Per capita consumption,
currently estimated at 21.5 kg., has fallen since 1987/88 by 1-2 per
cent per year. During the same period pigmeat consumption went up by
almost 5 per cent, and poultrymeat by 2.5 per cent. This is due to a clear
consumers' preference for pigmeat, but as in many other countries, also to
more competitive prices of both pigmeat and poultrymeat.

52. Until the 1980s, Austria exported 40 to 50 thousand heads annually and
3-10 thousand tons of beef and veal. Since then, the trade pattern has
gradually changed and, since 1985, bovine meat exports have turned around
50-60 thousand tons and live cattle 10-20 thousand heads. In 1989, live
cattle exports fell to 7 thousand head, due to a sharp drop in sales to
Lybia (-62 per cent) traditionally, and by far, Austria's major market.
Italy usually absorbs about 90 per cent of the meat and last year
43 thousand tons, product weight, were sold for a value of US$ 1.666
million. Increased production in 1990 could have lead to increased
exports.

1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

Cattle and calf 3/
numbers:- 2,562.0 2,600.0- 1.5 ...

2/Beef and veal:-

3'Production 215.0 218.0- 1.4 ...

Consumption 166.0 165.031 -0.6 ... ...

Exports 49.0 52.03/ 6.1

V '000 head '/*000 tons 3/Secretariat estimates

Yugoslavia

Cattle numbers down again ...

53. Cattle and calf numbers in Yugoslavia have been falling without
interruption since 1982 and reached a new historical low record last year,
totalling 4.7 million head. As in the last two years, the fall seems to be
due to a decline in numbers of all categories, with particular emphasis on
dairy cows whose numbers dropped by 2.7 per cent.
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54. Data for cattle slaughter are not available, but production and trade
data suggest a decline, as do producer prices. Indeed, since the State
price control came to an end in 1988, producer prices have carried on
increasing. Although the rise largely reflects extremely high inflation
rates, it appears from the supplied official data that real prices
increased by as much as 282 per cent in 1989. Such an increase should
encourage producers to withhold their cattle but, in a country where
inflation rates reached a four-digit figure in three months (3.585 per cent
in the last quarter of 1989), it is difficult to predict.

55. Beef and veal production fell by 1.7 per cent last year, to
340 thousand tons. Although no official forecast is available concerning
1990, the secretariat has foreseen a slight recovery in output to some
343 thousand tons, based on possible higher slaughter weights following
improved pasture conditions and increased corn production as a result of
better crops. Reflecting the sharp rise in producer prices, beef and veal
average retail prices were up by 185 per cent, in real terms, between 1988
and 1989. Such an increase, at a moment of major social and economic
difficulties, may imply a significant drop in consumption this year. The
USDA estimated She drop at 9 per cent, and foresees a further 8.5 per cent
fall this year.

56. Despite the production drop, Yugoslavia was able to increase somewhat
its bovine meat exports in 1989. This was possible thanks to lower
consumption and especially to increased imports. Indeed, the bovine meat
trade deficit increased in volume terms: 25.1 thousand tons in 1988 and
33 thousand tons in 1989. (Last year, beef and veal exports increased by
4 thousand tons, while imports rose by 8.8 thousand tons.) However, in
value terms, and as a result of the high average value of the "baby-beef'
sold to the European Community (Italy and Greece, especially), the total
value of exports still overcame the import value by close to US$17 million.
As is traditionally is the case, the bulk of Yugoslavia's bovine meat
exports went to the European Community (about 80 per cent), while imports
from the EC amounted to 60 per cent of the total, the rest coming by and
large from neighbouring Eastern European countries (Czechoslovakia, Hungary
and Poland).

57. While live cattle imports increased, exports declined somewhat
(-2.3 per cent). In recent years the pattern of Yugoslav exports has been
changing and declining quantities of exported bovine meat have corresponded
to higher levels of live cattle sales abroad. The decline in live cattle
export last year was the first since 1984.

3USDA - World Livestock Situation, FL&P 2-90, March 1990
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1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle anl calf
numbers-/: 4,881.0 4,759.0-' -2.5 4,693.0 -1.4

Beef and veal-/:

Production 346.0 340.0 -1.7

Consumption 319.0 307.0 -3.8 ...

Imports 52.7 61.5 16.7 ...

Exports 27.6 28.5 3.3 ... ...

1/~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

- '000 head, 15

3/Actual
2/0ooo tonsJanuary

Bulgaria

Cattle herd depletion continues

58. At 1.58 million head, estimated cattle numbers by January 1990 were
down by 2.2 per cent, suggesting that the cattle herd decline continued,
reaching its lowest level in the last fifteen years. This decrease, added
to reported cattle feeding difficulties, led to a continuous bovine meat
production fall over the last five years. According to official data and
secretariat estimates, the decline since 1985 may have been close to
40 thousand tons, or 28 per cent. (In 1985 production reached the
historical record level of 134 thousand tons.) In other words, at around
96 thousand tons this year, beef and veal production would now be back to
the 1970 levels.

59. The USDA estimates Bulgarian bovine meat consumption to fall again
this year by some 5 per cent, to 113 thousand tons, or an approximate 12.5
kg. per capital. This would mean a consumption drop stronger than that of
production, probably also reflecting lower import levels. At 4.5 thousand
tons during the first half of the year, imports were 70 per cent below last
year's level during the same period. Supplying sources were the Democratic
Republic of Germany, the European Community (Germany, Fed. Rep. and
Ireland) and Poland. In 1988, after ten years of trade surplus, Bulgaria
again became a net importer of bovine meat. Current trends do not suggest
that this pattern might change this year. During the first six months of
1990, exports amounted to only 900 tons. Of these, 800 tons went to
Jordan. During the same period, live cattle exports dropped from
11.7 thousand head last year, to 3.4 thousand head this year.
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1989 Forecast % Change Forecast % Change1990 1990/89 1991 1991/90

Cattle anq calf
numbers- 1,613.0 1,577.0 -2.2 ... ...

Beef and veal-/

Production 125.03/ 152.0 21.6 ... ...

Consumption 119.03/ 113.03/ -5.0 ... ...

Imports 23.4 4.541 -73.14- ... ...

Exports 9.0 0.9-4 -66.7-/

- 0 0 head, 1 January

-3 USDA estimates

21000 tons

4/January-June

Hungary

After recovering somewhat in 1988, cattle numbers are down again

60. The ten-year-old cattle herd liquidation in Hungary seemed to have
come to an end in 1988. However, in 1989 a further small decline
intervened and cattle numbers are now back to their 1987 level. The cattle
herd reduction has been linked to the sector's low profitability with
depressed prices leading to an increasing disengagement of cattle
producers. The 1988 herd recovery reflected an 18 per cent drop in
slaughter largely due to increased government-controlled producer prices
and rising prices on the international market. However, in 1989 cattle
slaughter increased again with resulting lower cattle numbers.

61. Reflecting higher cattle slaughter, beef production increased slightly
in 1989. Higher consumer prices explain the total meat consumption decline
of the last few years. Nutritional preferences in Hungary have always been
for pigmeat and the demand for beef is relatively small and has declined.
Increased prices divert demand for cheaper meat and poultry meat has
recently seen its share in total meat intake increase significantly. Per
capita beef consumption is currently estimated at about 7.5 kg. compared to
8.9 kg. in the mid-80s.

62. Exports of live cattle and beef have continuously decreased in recent
years, in line with falling cattle numbers and production. Live cattle
export markets are traditionally the European Community, the Middle East
(chilled beef) and the USSR (frozen beef). Things seem to have changed
somewhat since last year. In 1987-88 the USSR was still the major market,
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but the Middle East played a more important role. Sales to the EC remained
relatively low. In 1989 sales of beef and live cattle to the Community
were up and beef exports to the USSR may have declined somewhat. This year
a number of different sources have referred to higher beef and especially
live cattle exports to the European Community. Some of these exports may
have been diverted from the USSR. reflecting deteriorated terms of trade in
this country (and the end of oil barter deals) as well as the Hungarian
quest for hard currencies. Bovine meat exports to the Middle East should
have been somewhat affected by the import ban on Iraq and Kuwait, as this
last country was a growing market for chilled beef.

1989 EstiTVes Z Change Forecast Z Change1990- 1990/89 1991 1991/90

Cattle anbcalf
numbers-l: 1,673.0 1,665.0 -0.5 ... ...

Beef and veal-/

Production 7.0 95.0 -2.1 ... ...

Consumption 84.5 83.0 -1.8 ... ...

Exports 34.0 33.5 -1.5

Imports 10.7 10.0 -6.5 ... ...

-/'000 head, 1 January 2/ooo tons 3/Secretariat estimates

Poland

Low profitability leads again to falling cattle numbers

63. After a surge last year, due to good harvests and a 30 per cent rise
in real producer prices following the introduction of market mechanisms,
cattle numbers fell again. The last June census showed a significant drop,
-6.4 per cent, to 10 million head. This is a return to the one decade long
decline of the Polish cattle herd. Dairy cattle population fell by 2 per
cent, while calf numbers were down by 12 per cent. Current forecasts are
for a continuing cattle herd decline until at least 1992, when it should
fall below 10 million head.

64. Lower cattle producers' profitability is the cause for falling cattle
numbers. Among the reasons for reduced profitability are the weak demand
for agricultural products due to increased food prices; an unfavorable
relation between cattle and milk purchasing prices in comparison with
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soaring costs of production; and the unfavorable relation between cattle
purchasing prices and those of pig. Reflecting the weak demand for cattle
due to Polish consumer preference for pigmeat cattle prices (under which
the price control system approached pig prices) fell to less than half
pigmeat prices.

65. The sharp decline in cattle prices led to increased cattle slaughter
during the first months of 1990. Although no data are available, the
increase was significant enough to lead the government to implement
an intervention buying-in
scheme for meat. During
the first quarter of the POLAND - BEEF INDUSTRY
year, 36 thousand tons were
bought in. However, 14 840
expectations were that
slaughter would diminish in 13-e140
the course of the year and
projections for beef and 12- 640
veal production were for
a 5-10 per cent drop, to 140
around 660 thousand tons
in 1990. Due to the 440
evolution of the cattle 10-
herd, it may be expected

340

that beef and veal ," ,t
production will fall in 1981 1988 1970 1975 1950 1950
the next two years. Cattle Numbers - Produotlon

66. Declining real incomes and sr-ring retail prices (more than 400 per
cent during the first six months) along with inflation, are at the origin
of an estimated 20 per cent consumption drop this year. In these
conditions, per capita consumption would, at 13 kg., fall back to levels of
fifteen years ago. There are no consumption forecasts available, but
expected production trends and the continuing difficult economic situation
in the country suggests that the declining trend will continue through
1991.

67. Import data for 1990 are not available. Poland did nevertheless
import bovine meat in the first months of the year to meet periodic
shortages of meat. It also received EC-originated beef as food aid. But,
taking into account the declining trend of consumption, which surpassed by
far the drop in production, it can be assumed that imports declined
significantly this year. A similar trend could occur next year. Along
with the intervention buying-in scheme, beef and veal exports were the
other outlet for the excess of beef supply in the internal market.

68. Although the Polish reply to the questionnaire shows 1990 exports down
by 26 per cent, to 52 thousand tons, this forecast seems to be outdated.
According to information supplied in the last June meeting, during the
first quarter 1990, exports of bovine meat doubled. If this is correct,
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that would mean that during that quarter alone, beef and veal exports would
have amounted to 59 thousand tons. The official forecast at that meeting
was for an export rise of 10-20 per cent this year. Poland is also a major
live cattle exporter. In 1990 live cattle sales abroad should increase by
8 per cent, to reach 720 thousand head.

Policy developments

As indicated above, in order to cope with increasing beef surpluses,
the Polish4government introduced an intervention buying-in scheme for meat
this year.

1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

Cattle anl calf
numbers:- 10,733.0 10,049.0 -6.4 10,000.0 -0.5

Beef and veal:-2
Production 720.0 666.03/ -7.5 583.03/ -12.5

Consumption 620.0 496.03/ -20.0 450.03/ _93

Imports 113.0 90.0-3 -20.4 77.0-/ -14.6

Exports 70.1 80.63/ 15.0 52.03/ -35.5

l' 000 head, June 2/000 tons

3/Secretariat estimates, based on information submitted last June

South Africa

Beef retail prices up, despite falling wholesale prices

69. After a 5 per cent rise in 1989, cattle and calf numbers in
South Africa were up by a marginal 0.1 per cent, to an estimated
8,620 thousand head. Yet this slowdown is not announcing the end of the

No .lore information regarding this scheme is available. However, the
Polish representative indicated that he would give detailed information
regarding the new system of support measures for agriculture in his country
at the December 1990 meeting of the IMC.
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herd rebuilding initiated in 1986. Cattle numbers should increase further,
and faster, in the next two years to reach 8.9 million head in 1992. The
South African cattle herd is thus approaching its historical record levels
of the second half of the seventies.

70. During the first half of the 1990s, cattle and calf slaughter was up
by 22.2 per cent. By the year end the rise is foreseen to be at 10.4 per
cent. This follows a 5 per cent rise last year, while in 1991 a further
8 per cent rise is forecast. Meanwhile, female cattle slaughter, varying
between 33 to 35 per cent of total slaughter, is somewhat high. This
evolution seems somewhat contradictory to a cattle herd rebuilding phase.
The explanation for this discrepancy is that it seems that slaughter data
only relate to the so-called "controlled meat areas" in South Africa.
(Bovine meat production in these areas, calculated by cattle slaughter,
represents less than 70 per cent of the official total production figure.)

71. Beef and veal production (about 63 per cent of total meat output)
increased by 11 per cent during the first six months of the year. The rise
reflects higher slaughter levels (even if the rise occurred only in the
"controlled areas"). By the year end, estimated beef and veal output is
642 thousand tons, up by 6.6 per cent. Slaughter weights should decrease
slightly reflecting less adult male cattle in the total slaughter mix.
This trend should continue in the next two years, but production is
forecast to rise until 1994-95. This reflects the current (and government
subsidized) switch from maize to livestock production and the continuing
growth of feedlot operations.

72. Revised data suggest that the decline in per capita bovine meat
consumption initiated in 1982 came to a halt last year (+3.6 per cent, to
16.7 kg.). This rise seems due to an 8.5 per cent drop in real retail
prices. Current projections are for a 1 per cent growth this year,
followed by further increases in the next two. The more modest consumption
rise (if not decline) expected for this year would be the result of
increasing retail prices. During the first six months, real retail prices
were up by 7.4 per cent. During the same period, producer and wholesale
prices have fallen by around 8 per cent. The reason for this anomaly seems
to be the complex price stabilization scheme operated by The South African
Meat Board. Consumption of other types of meats should also increase this
year.

73. Because beef and veal consumption is growing at a much slower rate
than production, South Africa is approaching a situation of
self-sufficiency. The ratio should reach 96 per cent this year and
98.3 per cent in 1991. As a result, imports down last year fell again and
by as much as 74.5 per cent during the first half of this year. By the
year end imports should amount to an estimated 34.1 thousand tons, against
57.9 thousand tons in 1989. Another 47 per cent drop should occur in 1991.
Live cattle imports are going through a similar evolution: 158 thousand
head in 1990 (-8 per cent) and a further 5 per cent drop in 1991.
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1989 Estimates % Change Forecast % Change
1990 1990/89 1991 1991/90

Cattle and calf
numbers:- 8,611.0 8,620.0 0.1 8,816.0 2.3

Beef and veal:-/

Production 602.7 642.3 6.6 645.0 0.4

Consumption 653.3 668.7 2.4 656.0 -1.9

Imports 57.9 34.1 -41.1 18.0 -47.2

1t00Q head, 31 August -(000 tons

Argentina

Sharp exports rise due to declining consumption ... and the Brazilian
absence

74. Estimated cattle numbers in Argentina continued to decline in 1989 and
this year and and are currently below 50 million head. The decrease,
almost uninterrupted in the last twenty years, is linked to the
international trade crisis of the seventies and the beginning of the
eighties, but is also due to wrong and frequently changing internal
policies (both sectorial and general economic orientations) through the
years. Such policies lead to an increasing disinvestment in the sector.
Efforts are currently being made in Argentina to streamline the sector.
However, in an extremely difficult domestic economic environment, this is
certainly not an easy task.

75. In 1990, estimated cattle slaughter increased slightly to 12.5 million
head, but remained some 3 per cent below the 1980s average. Steer
slaughter represented a higher than usual 30 per cent of total slaughter,
but was partly compensated by a decline in calf slaughter. Inspected cow
slaughter fell to about 41 per cent (from 44 per cent last year) of
inspected slaughter.

5The secretariat received no reply to the questionnaire. Information
in these paragraphs is based on last June's special presentation by the
Argentinian representatives and on unofficial information published in
different issues of the "Informe Ganadero".
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76. Despite last June's forecast for an output decline this year, higher
slaughter should lead to an estimated 2.3 per cent growth, pushing beef
production to 2.7 million tons. Moreover, the cattle slaughter mix
includes a larger percentage of heavier steers. The supply of replacement
steers has been relatively low and consequently producers are tending to
prolong the retention periods which result in heavier weights.

77. The rise in production was entirely absorbed by the exporting sector.
The June forecast showed an 8.6 per cent drop in per capita consumption,
to 64 kg. this year. This would
practically be the lowest level
of the last twenty years. Even ARGENTINA
if the decline my hp less BEEF WNDUSTRY - THOUSAND TOT
accentuated than expected last
June, it is obvious that 3800 ProduotionlConhmptlon Expori
Argentinian per capita beef
consumption is now well below 3000
the 85-90 kg. level of the
second half of the seventies. 2This seems due to declining 2800

incomes and generally
deteriorated economic conditions 2000
in the country. But it is also 201
linked to the lower cattle herd isoo[_m
and production levels which, at 107374 75 76 77 78 79 60 61 O3 58 64 86 6c67 80 Sc
that time, turned around M r Produotion Consumption
3 million tons.

78. Exports by the year end are expected to reach 430-450 thousand tons,
more than 20-25 per cent up on last year. Strong demand for canned beef
and high quality cuts seems to explain the strong rise. Estimated export
prices averaged 10-15 per cent above 1989. Argentinian exports have
largely benefited from the relative absence of Brazil from the
international markets. Adding to the difficult domestic economic situation
and insufficient beef supplies, Brazil has been faced this year with
sanitary problems which affected its exports c. canned meat to the
United States. Argentina was the first beneficiary of such a situation,
not only because it sold more beef to the United States, but also because
it increased sales to Brazil itself. Exports have also been sustained by a

declining United States dollar value. During the first half of the year,
and apart from sales to its major markets (the EC and the United States),
Argentina exported beef to Iraq, Angola, Romania, the Soviet Union, etc.
But it seems that during the second half exports to these markets
practically stopped. In 1991, beef exports are expected to decrease
somewhat and prices for cooked meat and Hilton beef are expected to remain
firm, while those for canned and frozen meat should fall.
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1989 Estimates Z Change Forecast Z Change19891990 1990/89 1991 1991/90

Cattle and calf
numbers:- 49,500.0 49,000.0 -1.0 49,000.0 0.0

Beef and veal:-2
Production 2,636.0 2,570.0 -2.5 2,500.0 -2.7

Consumption 2,276.0 2,120.0 -6.9 2,050.0 -3.3

Exports 360.0 450.0 25.0 450.0 0.0

-/'000 head,
*

Brazil

30 June 2/,000 tons

Cattle and bovine meat industry again under
turmoil

the influence of economic

79. Estimated cattle and calf numbers in Brazil were up by 2 per cent last
year to 137 million head. As noted in previous reports, the economic
instability in Brazil has obvious implications in the sector and was partly
responsible for the decline in the cattle herd growth rate from 3.5 per
cent in the 1970s to the current 1.5 to 2 per cent. The "sensitivity" of
the Brazilian cattle industry to the general economic situatiogR already
demonstrated by the 1986 crisis, was highlighted again in 1989 and yet
again this year. Following his election, the new Brazilian president
introduced a new economic plan, the "New Brazil Plan' last 16 March. The
plan imposed an eighteen-month freeze on saving accounts, introduced a new
currency (the 'Cruzeiro"), and thus sharply reduced the availability of
money.

80. Two weeks after the implementation of the plan, the fat cattle ("boi
gordo") prices had fallen by 40 per cent. However, only four weeks later,
when inflation was officially at zero, they had already recovered by more
than 20 per cent. The sharp decline in interest rates and a sudden
distrust in the stock exchange market rendered fat cattle a good asset. In
other words, in the expectation of more stable days, the producers hold

6A new economic plan, the "Summer Plan" was implemented. See the last
report.
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their cattle, and consequently prices increased. In the meantime, a
population which, at least to start with, tended to spend more money ,inter
alia, because many retail prices stabilized or even declined, but also as a
reaction to the freeze of saving accounts) added an upward pressure on
prices. Furthermore, the "off-season" (June-November) is arriving, and
prices rise seasonally during this period.

81. This situation in the internal market has serious implications for
Brazilian bovine meat exports. The uncertainties which preceded the March
elections were at the basis of the relative absence of Brazil in the export
market. Since the elections, and despite the liberalization of both
imports and exports, the domestic supply/demand and price scenario
described above has been responsible for a similar absence: domestic
prices are more attractive than those in the international market and
Brazil does not export, or exports little. Furthermore, the United States
dollar fell by around 60 per cent with the implementation of the Plan, and,
even if it has been rising again since then, it has not favoured exports.

82. A recent illustration of such a situation was published last April in
the Brazilian press which announced the cancellation of export contracts
(under negotiation for more than a year and a half) for a total 40 thousand
tons to Iran and Iraq. Export contracts to Israel are also likely to have
been cancelled. According to non-official sources, current year export
levels could well be at least 30 per cent below last year, which would mean
below 200 thousand tons. However, rising herd retention by producers also
meant higher availabilities meaning that, should conditions in the domestic
market change and the value of the United States dollar become attractive
(which could soon be the case), Brazil might be back on the market again.
Nevertheless, the approaching "off-season" does not suggest a decrease in
domestic prices (on the contrary) and it would be relatively surprising,
although not excluded, that Brazil export significant quantities of meat
before November. On the other hand, the possibility of higher imports
(than the 92 thousand tons forecast last December for the current year)
cannot be ignored. Should prices in the internal market rise too much,
Brazil may be obliged to have recourse to imports to stabilize the market.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle anl calf
numbers- : 134,133.0 136,814.0 2.0 139,550.0 2.0

Beef and veal- :

Production 2,446.0 2,300.0 -6.0 2,300.0 0.0

Consumption 1,936.0 2,360.0 21.9 2,050.0 -13.1

Imports 19.0 200.0 952.6 92.0 -54.0
Exports 529.0 280.0 -47.1 450.0 60.7

1/'000 head 2/,000 tons



IMC/W/77
Page 33

*

Colombia

Cattle herd liquidation only briefly interrupted?

83. At 23.3 million head in 1988, cattle and calf numbers in Colombia were
1 per cent higher than year earlier. This follows three years of falling
inventories and was due to increased numbers for all categories of cattle
resulting from declining cattle slaughter in both 1986 and 1987. Strongly
increased producer prices in both years (but especially in 1987 when the
rise was of 42 per cent) encouraged producers to retain their cattle.
Another 10 per cent price rise occurred in 1988 and higher cattle slaughter
(+7 per cent) suggests that prices had become high enough to be profitable
again. In 1989 slaughter levels were expected to increase by a further
1.4 per cent. In these conditions, it may well be that the cattle herd
liquidation has only been temporarily interrupted. Current estimates are
for an unchanged cattle herd in 1989.

84. Higher slaughter rates and improved weights led to an 8 per cent
production rise in 1988 and a further estimJtad 2 per cent in 1989. Beef
.n. veal consumption, which had been falling since 1984, recovered in 1988
(indeed, per capita consumption, which had fallen below 20 kg. in both 1986
and 1987, moved up to 20.1 kg. again). Estimated intake for last year is
20.3 kg. Meanwhile, estimated per capita intake of poultry meat was 4 per
cent above its 1988 level, reaching 8.6 kg.

85. Bovine meat exports have been estimated at 11.6 thousand tons last
year, compared to 5 thousand tons in 1988. No destinations are as yet
available concerning last year, but in 1988, 42 per cent went to the
Netherland Antilles and 41 per cent went to Venezuela. The rest went to
Peru. The average export price was US$2,795/ton f.o.b., 11.7 per cent
above 1987.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle anl/calf
numbers- : 23,267.0 23,267.0 0.0 ... ...

2/Beef and veal- :

Production 627.9 640.0 1.9 ... ...

Consumption 622.8 625.0 0.4 ... ...

Exports 5.0 11.6 132.0 ... ...

-/'000 head, December 2/, 00 tons
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Uruguay

After two years of serious decline, the cattle herd begins to recover

86. After having experienced two years of strong herd rebuilding (1986 and
1987), cattle numbers in Uruguay fell sharply in both 1988 and 1989. The
decline was primarily related to a long and serious drought in 1988-89, but
also to strong internal, and especially, external demand. Thus, the cattle
inventory fell from 10,331,000 head by June 1988 to an estimated 8,535 head
by June 1990. That is to say that in two years, Uruguay's cattle herd
declined by close to 2 million head. Current projections are for a 1-2 per
cent recovery this year (+150 thousand head).

87. The structure of cattle slaughter is now indicative of the beginning
of herd rebuilding. Not only are slaughterings expected to be down in both
1990 and 1991 (by 20 and 14 per cent, respectively), but also the
participation of female cattle in the slaughter mix is expected to fall
from an abnormal and drought-induced level of almost 48 per cent in 1989,
to 34 and 28 per cent this year and the next.

88. High cattle slaughter in 1988 and 1989 resulted in strongly increased
production which last year totalled 364 thousand tons, the highest level
since 1983. The return to improved weather conditions and the consequent
decline in slaughterings this year will lead to lower beef and veal
production. However, as a result of early killings due to the drought,
average slaughter weights in 1989 were particularly low (195 kg. compared
to a "normal" 218-220 kg.). This year improved pasture conditions and a
larger percentage of adult male cattle will to some extent offset the
slaughter decline and production will fall by "only" 12-13 per cent. Herd
rebuilding will result in a further production drop in 1991, currently
forecast at 13 per cent, to 276 thousand tons.

89. Despite 3-digit inflation, which almost doubled in 1989 compared to
1988, Uruguay's consumers of beef kept consumption at a relatively stable
and high level last year: 63 kg. per capita (2 kg. less than year
earlier). This seems to be due to relatively stable real prices. Indeed,
it appears that if it had not been for the strong export demand, the
consumption of beef might have evolved in parallel with production ; AS is
most often the case, and increase.

90. As noted in the last report, the impact of the drought on cattle
slaughter had at least the positive aspect of occurring at a moment of
strong import demand in external markets and lower export competition in
some of Uruguay's traditional markets. As a result, beef and veal exports
rose from 93 thousand tons in 1987, to 131 thousand in 1988 and
177 thousand last year. Undoubtedly, the difficult situation in Brazil was
a real bonus for Uruguay, which not only benefited from Brazil's reduced
presence in the export market, but also boosted sales of beef to the
Brazilian market (37 thousand tons, against 12 thousand year earlier) at
higher prices. Uruguay also sold 110 thousand head of live cattle to
Brazil last year (Uruguay has seldom exported live cattle in the last few
years, and one has to go as far back as 1972 to find a higher export level
of live cattle). The EC, Israel, Iran and Iraq were its major markets last
year and the average export price for deboned frozen meat was US$1,152 per
ton f.o.b., up by 10 per cent on year earlier.
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91. Uruguay has now entered a herd rebuilding phase and lower
slaughterings and reduced production will mean decreased export levels.
This year the drop is seen at around 24 per cent, to 135 thousand tons, and
a further 22 per cent decline is projected for 1991, when, at 105 thousand
tons, beef exports should reach their second lowest level of the last
11 years.

1988 1989 ZChange Forecast ZChange
1989/88 1990 1990/89

Cattle ani calf
numbers-/ 10,331.0 9,583.0 -7.2 8,535.0 -10.9

Beef and veal&I:

Production 321.0 364.0 13.4 318.0 -12.6

Consumption 194.0 188.0 -3.1 183.0 -2.7

Exports 131.0 177.0 35.1 135.0 -23.7

/o'000 head, 30 June 2/, OO tons

United States

Cattle herd rebuilds slowly, as fewer cattle produce more beef

92. The last cattle inventory, 1 July 1990, showed once more that the
cattle herd in the United States is rising at a very slow pace. Total
cattle numbers were, at 108.9 million head, only 0.2 per cent above last
year. With slaughter cattle prices rising since mid-1986, this evolution
seems somewhat surprising.
However, it can be explained UNITED STATES
by two major reasons.
Firstly, producers INDUSTRY TRENDS
seem to have initially
preferred to pay off debts Millon heads Miion ons
and improve their financial
basis after years of 129 4 1 1.

depressed prices; secondly, *11.3
today they can produce more 119 4
meat with less cattle, due to *- 10.8
increased yields and improved .
efficiency During the first 109 |+ .10.3
three quarters of 1990, .*
fed-cattle prices remained . . 9.8
good. Thus, feeder cattle 197071 72 78 74 75 70 77 78 79 60 81 eg a84 55087 5 t go 91

and calf prices were firm
and continued to increase.
The July inventory showed a 4 per cent rise in beef heifers retention
compared to year earlier. Despite improved yields and efficiency, strong
prices are still the incentive for herd expansion. Current forecast are
for a 1.7 per cent rise in cattle numbers by January 1991.
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93. Although rising slightly, feeder cattle supply has remained tight this
year due to reduced calf crops. Non-fed steers and heifer slaughter
declined significantly and estimated calf slaughter fell by more than
17 per cent. Calf numbers on feed increased sharply. During the first
half of 1990, feedlot placements and fed cattle marketings ran 1 per cent
below year earlier. During the summers placements increased (+6 per cent
last August) but marketings seem to have continued to decline (-2 per cent
in August). By the year end, total cattle on feed should be somewhat above
1989 levels.

94. In 1990, estimated beef and veal production should fall by 1 per cent,
to 10.5 million tons. The fall reflects a 9 per cent drop in veal
production due to the sharp decline in calf slaughter. Beef production
could decrease by "only" 0.5 per cent (50 thousand tons) also because of
lower adult cattle slaughter. However, fed cattle are expected to
represent about 80 per cent of total cattle cull and dressed slaughter
weights should partly offset the slaughter decrease. In 1991, tight cattle
supply and herd rebuilding should result in relatively unchanged slaughter
levels and a 1 per cent production rise.

95. As indicated, during the first three quarters of 1990, fed cattle
prices remained firm. By the end of September prices approached a record
US$80 per cwt. With such prices and tight supplies of feeder cattle,
non-fed cattle prices were also up. They averaged US$5-10 per cwt higher
than year earlier. Lower cow slaughter also led prices to average
US$ 1-3 per cwt higher. Cattle prices were expected to level-off somewhat
in the last quarter this year, but to remain close to record levels in
1991, especially during the first half of the year. This forecast assumes
continuing tight cow and feeder cattle supplies and increased heifer
retention. However, the economic slowdown and possible fall in consumer
demand, the probable increased production costs due to higher oil prices
(and despite prospects for cheaper feedstuffs) and close to record total
meat supplies, are factors of uncertainty.

96. Estimated bovine meat consumption decreased by close to 1.8 per
cent per capita, to 44.2 kg. Slower economic growth, a continuously
growing production of

(whose estimated per U.S. LIVESTOCK/FEED PRICE RATIOS
capita consumption rose (Omaha)
by 6 per cent, to Rtio
41.2 kg.) and increased 50 _
retail beef prices are
the main reasons for
the erosion of beef and 40-
veal intake. Economic
prospects for 1991 and |

0-

continuing large 30
availabilities of all
meats do not leave much
room for an improved 20

performance next year,
despite current efforts
for less bone and fat JAN u8 JUNE JAN 67 JUNE JAN 66 JUNE JAN69 JUNE JAN 90 J
products.

JUNE
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97. Lower supplies of feeder cattle have boosted imports of live cattle
this year which. at an estimated 1.8 million head, +23 per cent, reached a
record level. Mexico remained the major supplier with exports to the
United States expected to surpass 1 million head (+21 per cent) and
benefiting from declining export taxes. Imports from Canada increased
more rapidly (+30 per cent) and could total 740 thousand head, reflecting
attractive cattle prices in the United States and despite a strengthening
Canadian dollar against the American currency. Estimated exports of live
cattle fell from 8' thousand head last year to 76 thousand in 1990. As is
traditionally the case, the major suppliers, Mexico and Canada, were also
the major buyers. However, this year Canada bought more cattle from the
United States than from Mexico. Both live cattle imports and exports could
decline in 1991.

98. Contrary to earlier downward estimates, beef and veal imports are now
expected to show a 3.4 per cent rise, to above 1 million tons. The rise
was due to increased beef supplies from Australia, reflecting high cattle
slaughter there, attractive import prices in the United States and a
slowdown in Japanese imports. The rise in imports from Australia more than
offset a 10 per cent decline in imports from New Zealand. This country is
going through a cattle herd rebuilding phase, which reduces export
availabilities. Beef and veal exports should show a 2.6 per cent growth by
the year end, to 476 thousand tons. The rise was due to increased beef
exports to Canada which, estimated at more than 60 thousand tons,
represented double the 1989 total and a record level in the last few years.
The increase more than offset a 30 per cent drop in exports to Japan, to
188 thousand tons. The decline was due to accumulating stocks in Japan,
reflecting slower than expected decreases in market prices there. However,
it did not prevent the United States, with a 44.6 per cent share, from
equalling, for the first time, the Australian share of the Japanese market.
The replacement by a 70 per cent ad valorem tariff of the current Japanese
import allocation system as from April 1991, may mean increased competition
to the United States from the Australian product. Applied to c.i.f.
prices, the tariff will have greater repercussion through more expensive
air transport (mostly used by the United States) than cheaper sea transport
(used by Australia). Exports to Korea were also expected to increase this
year. Total exports are expected to rise above 500 thousand tons next
year.
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1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

Cattle and1yalf
numbers:- 108,600.0 108,900.0 0.2 110,750.0 1.7

Beef and veal:-/

Production 10,633.0 10,512.0 -1.1 10,621.0 1.0

Consumption 11,196.0 11,092.0 -0.9 11,177.0 0.8

Imports 987.0 1,021.0 3.4 998.0 -2.3

Exports 464.0 476.0 2.6 508.0 6.7

-/'000 head, 1 July 2/000 tons

Canada

Herd rebuilding continues, and cattle exports to the United States grow
sharply

99. Cattle herd rebuilding initiated in 1988 continued this year. The
last 1 July inventory showed a 1 per cent rise in numbers. Current
forecasts for next January census are for a 1.5 per cent increase, compared
to year earlier, to close at 11.4 million head. The general evolution
reported by the July cattle census is expected to continue for the rest of
the year. Beef cow numbers should show a 3 per cent increase, while dairy
cow numbers should fall by 2 per cent.

100. Regarding slaughter cattle, different trends were reported last July
in Eastern and Western Canada. Beef heifer and steer inventories were down
by 3 per cent and 1 per cent respectively in Eastern Canada, while they
remained unchanged in Western Canada. During the first half of 1990,
slaughter cattle marketings were down by 15 per cent in the East,
reflecting lower inventories and a decline in West-East feeder cattle
movements. In the West, slaughter cattle marketings were up by 8 per cent
due to increasing numbers of beef cattle in the region.

Market Commentary, Agriculture Canada, September 1990
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101. During thE first half of 1990, cattle slaughter decreased by 5.7 per
cent, due to lower cull of all categories of cattle and in particular
female cattle (-8.5 per cent) and calves (-9.3 per cent). This declining
trend was expected to level off somewhat in the second half of the year
and, by the year end, total slaughter should be 4 per cent below last
year's level. Low female cattle and calf slaughter is supportive of
continuing herd rebuilding and reflects attractive producer returns.

102. Canadian cattle prices have indeed increased somewhat during the first
half of the year. However, price evolution also differed between Western
and Eastern Canada. While in Western Canada, where slaughter steer prices
averaged 1.5 per cent above year earlier (Alberta, Al, A2 steers), in
Eastern Canada they averaged below year earlier, -1.3 per cent (Ontario).
This was due to a relatively weak demand for fed cattle in Ontario. In the
third quarter, although prices were down from the levels of the previous
quarters, they averaged 1.3 per cent above year earlier. In Alberta,
prices also fell from the two first quarter levels, but remained 3.6 per
cent higher than year earlier.

103. Contrary to 1989, cattle prices in Canada have been affected this year
by an unfavorable exchange rate against the United States dollar. Feeder
cattle prices had a similar evolution of slaughter cattle prices. The
prices were stronger in the West than in the East. In the West, feeder
cattle prices benefited from a sharp rise in live cattle exports to the
United States (+l11 per cent from June to July). In the East, feeder
cattle prices were negatively affected by higher feedgrain costs in this
region which added to the weak demand for fed cattle. Total cattle
slaughter should decline by about 0.5 per cent next year. This, added to
the expectation of continuing significant cattle exports to the
United States and relatively attractive prices in this country, are good
premises for sustained cattle prices in Canada next year.

104. Lower cattle slaughter this year is expected to result in an output
decrease. However, higher slaughter weights should compensate for part of
the decline and production should fall by only 2.6 per cent, to
954 thousand tons. Current projections put next year's output up by
0.6 per cent, but this is subject to a number of imponderables and in
particular live cattle exports to the United States. Beef and veal
consumption this year should average 38.8 kg. per capita, 1.3 per cent
below last year and should fall by a further 1 per cent in 1991.

105. Imports of bovine meat increased by 19 per cent from January to June
this year, to 96.2 thousand tons. Frozen boneless beef accounted for
58 per cent of the total and was imported at the average import price of
US$ 2,585 per ton c.i.f. The major suppliers continued to be Australia
(47.5 per cent market share) and New Zealand (30 per cent). Australia,
which doubled its exports to Canada, benefited from low availabilities in
New Zealand where exports to this market fell by 20 per cent. The
United States, virtually sole supplier of fresh and chilled beef, also
increased its sales by 43 per cent.
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106. As indicated, during the first six months of 1990 live cattle exports
rose sharply (111 per cent, to 352 thousand head) and went mainly to the
United States. By the year end they should total 400 thousand head
(+21.6 per cent) and decline to 350 thousand head next year. Beef and veal
exports increased by 3 per cent, to 52.2 thousand tons, during the first
half of 1990. The rise was by and large due to a 7 per cent increase in
sales of fresh meat to the United States. Exports to Japan fell by 36 per
cent, to a mere 1.7 thousand tons. Average export value for fresh and
frozen boneless beef was US$ 2,901 per ton f.o.b., 5 per cent higher than
year earlier. Year-end beef and veal exports are currently forecast at
98 thousand tons, 8 per cent below last year. However, 1989 data are
subject to revision and exports this year may well end up being higher than
last year. In 1991, exports are expected to reach 105 thousand tons.

1989 Estimates Z Change Forecast ; Change
1990 1990189 1991 1991/90

Cattle and19alf 3/
numbers:- 11,016.1 11,200.6- 1.7 11,366.0 1.5

Beef and veal:-/

Production 979.6 954.0 -2.6 960.0 0.6

Consumption 1,031.2 1,029.0 -0.2 1,025.0 -0.4

Imports 158.3 173.0 9.3 170.0 -1.7

Exports 106.5 98.0 -8.0 105.0 7.1

-/'000 head, 1 January 2/,000 tons -/Actual

Australia

Strong cattle slaughter boosts exports to North America

107. Revised estimates for the last March census show that, at 24.2 million
head, cattle herd expanded much more slowly than earlier anticipated.
Initially at a 2.4 to 4 per cent increase. current estimates put the growth
at less than 1 per cent. This was due to a 3 and 2.4 per cent drop in
dairy cattle and steer numbers, respectively. Beef cattle numbers were up
by 1.7 per cent.



IMC/W/77
Page 41

108. In the last quarter of 1989, :attle slaughter began to increase
reflecting dry conditions. These conditions continued through the first
months of this year and, by the end of June, slaughter was up by 14 per
cent, compared to year earlier. Female cattle cull was 19 per cent higher
and its percentage of total slaughter moved from 35 per cent in
January-June 1989 to 37 per cent this year. Total year end slaughter
should be 7 per cent higher than last year, and remain at similar levels in
1991.

109. This evolution suggests that herd rebuilding is approaching its end.
If this is the case, the average growth of the cattle herd, +1.5 per
ent/year, remained far behind previous cattle cycles (6.5 per cent in the
,ast cycle). This would mean that Australian cattle numbers will remain
-oll below the record levels reached in the mid-seventies. This would also
imply that any significant production growth in the next few years would
result from improved productivity.

110. Between January and June L)90, beef and veal production increased by
almost 15 per cent, along w th cattle slaughter. The year end increase
should be of about 7 per ce. to 1.7 million tons. Lower slaughter
weights should result in a slight decline next year. Compared to year
earlier, real producer prices declined by 5 per cent during the first half
of the :ear. According to official statistics, this seems due to lower
report prices than -ear earlier (-9 per ceint) and the increasing value of
tihe Australian dollar since the second quarter. (Nonetheless, the AMLC
,.;.olishes monthly export prices of boneless cow 90 CL to the United States
wuiich show that, although they fell from January to June 1990, these prices
still averaged 11 per cent higher than year earlier. After increasing
seasonally again in July and August, export prices to the United States
declined again in September.)

1'1. The increase in beef and veal Yroduction from January to June this
year seems to have all gone to the export marked. While consumption fell
by close to 4 per cent
(-5.5 per cent per capita), AUSTRALIAN EXPORT PRICE TO USA
exports were up by 34 per (Boneless cow, fas)
cent. Consumption has been A 4 ocnts/Kg.
diverted to cheape-i
sheepmeat (p19 per cent) 340
and pipmeat (+16.4 per
cent), while poultrymeat 320
consumption was also down 3001<
by 22.5 per cent. The
increase in exports ."as
due to a 6, per cent rise 200
in sales to the United V I
States, Kor3a (+8 per cent) 240 4
and Canada (+79 per cent). 220 -

During this period, exports
200.to Japan remained relatively JAN JUNE JAN JUNE IAN JUNE JAN JUNE JAN JUNE

stable (all qualities osec 1,87 1&$8 190g 1990
included) due to some market
adjustment difficulties there, following liberalization. However,
Australian sales to this market may have increased significantly afterwards
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(unofficial data show a 5 per cent rise for the first eight months of the
year) and indeed, the rise would be related to significantly increased
quantities of chilled and grain-fed beef. Frozen boef sales declined.

112. Reasons for increased exports to the United states (and to some extent
to Canada) were the unexpectedly high level of Australian cattle slaughter
and continuing attractive (albeit declining) import prices in the American
market. The A4LC seems confident in relation to the short-term evolution
of Australian exports to the United States. However, in the lci-ger term,
the risk of an economic recession there, the competition of poultry iileat in
the American market and the imponderables of the events in the Middle East
are seen as factors causing serious uncertainty. Exports to Korea are

rising in response to the market liberalization measures introduced there.
According to the reply to the questionnaire, total exports are forecast to
fall both this year and next. However, unless there were a major export
decline in the final months, the evolution of the first seven months of
1990 suggests that a significant increase should occur this year and maybe
also in 1991.

1989 Estimates % Change Forecast % Change
1990 1990/89 1991 1991/90

Cattle and yalf
numbers:- 23,953.0 24,159.0 0.9 ... ...

Beef and veal:-

Production 1,574.0 1,675.0 6.4 1,655.0 -1.2

Consumption 706.2 695.0 -1.6 680.0 -2.2

Exports 1,041.4 975.0 -6.4 970.0 -0.5

1-'000 head, 31 March. 2/'000 tons

New Zealand

Improved seasonal conditions and higher prices favou. herd rebuilding

113. Estimated cattle numbers by June 1990 were, at 8.1 million head, up by
.1 per cent from year earlier. Dairy cows increased b) 2.1 per cent and

beef cows by 2.6 per cent. The rise was related to improved seasonal
conditions after two years of severe drought, a relatively favourable dairy
market outlook last year and higher returns for beef. The result was
significantly lower cattle slaughter in 1989 (-7 per cent) as well as in
1990. This year total cattle slaughter should fall by about 11 per cent to
close to 2.7 million head.
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114. Improved seasonal conditions resulted in more plentiful feed supplies
supportive of longer feeding periods and higher slaughter weights (+2.6 per
cent). Next year cattle slaughter is seen to rise significantly in
response to expected price levelling-off. Cattle numbers should
consequently stabilize, but current projections are for a moderate herd
rebuilding phase to continue over the next few years. However, the recent
downturn in dairy and wool prices render all forecasts rather uncertain.

115. In 1990 lower cattle slaughter and the return to cattle herd
rebuilding were partly compensated by increased weights. Thus, year end
production should fall by only 4.4 per cent, to 495.5 thousand tons. The
average price received by producers increased by an estimated 14 per cent
during the first three quarters of the year. However, producer prices now
seem to be levelling off and the year-end average increase could well be
below 10 per cent. As indicated, current estimates are for the
continuation of lower prices next year and a possible stabilization
afterwards. Lower producer returns and the consequent higher cattle
slaughter will result in increased production next year. In 1992,
production could fall again by some 10 thousand tons.

116. Bovine meat consumption, which in 1989 fell by 15 per cent due to
sharply increased retail prices, fell again this year. However, the
estimated fall, -2 per cent, to 33.4 kg. per capita, is less significant
than last year. It reflects the production drop and an approximate 10 per
cent retail price rise. Increased production next year is expected to
result in larger availabilities both for the export and domestic markezs.
Retail prices are thus expected to decrease somewhat and consumption should
rise to close to 35 kg. per capita, in 1991 and stabilize at that level in
1992.

117. Estimated beef and veal exports fell again in 1990 for the second
consecutive year because of the return to cattle herd rebuilding. The drop
should be some 13 per cent to 380 thousand tons, reflecting a fall to all
major markets. During the first three quarters of the year, exports to the
United States fell by 13 per cent, to 155.8 thousand tons, product weight.
However, the average export value to the United States, US$2,459 per ton
f.o.b., increased by about 9 per cent. Exports to Canada declined by less
than 1 thousand tons, but sales to Japan declined by as much as 10 thousand
tons. Export average price (to all markets) during this period increased
by 6 per cent. However, currently export prices to the United States are
declining. The decline in exports to Japan comes somewhat as a surprise.
New Zealand, with exports to countries such as Australia and the
United States, was expected to see its sales to Japan grow steadily
following improved market access. The decline, primarily due to the New
Zealand production fall, may also be due to high beef stocks in Japan and
the consequent adjustment difficulties of that market this year. It can be
expected that New Zealand sales to Japan will recover as from next year.
Total bovine meat exports are projected to increase along with production
next year and stabilize in 1992.
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1989 Estimates % Change Forecast % Change
1990 1990/89 1991 1991/90

Cattle andcalf
numbers:- 7,828.4 8,073.0 3.1 8,050.0 -0.3

Beef and veal.

Production 518.4 495.5 -4.4 544.5 9.9

Consumption 119.0 112.4 -5.5 117.5 4.5

Exports 436.4 380.0 -12.9 415.0 9.2

-/'000 head, 30 June 2'000 tons, calendar year

Japan

Beef retail prices increase, despite a significant drop of wholesale prices

118. Estimated cattle numbers in Japan approached 4.8 million head by
February 1990, a 2 per cent rise on year earlier. Beef cattle totalled
2.7 million head. Although the number of households has diminished through
the years, the number of beef cattle raised per farm, in particular cattle
for fattening, has increased steadily to reach an average of 11.6 head this
year. The rise in cattle numbers last year was due to two major factors:
falling cattle slaughter in response to rising producer prices and
increased retention of dairy cows because of a strong demand for milk
products.

119. In the second quarter of
compared to year earlier,
but cattle slaughter
continued to decrease.
The price fall seems due
to increased stock levels,
unofficially estimated
at close to 110 thousand
tons by the end of June
(up again from 96 thousand
tons in March). Stockpiling
was due to the rapid
expansion of imports which
exceeded consumption growth.
After the peak reached in
October 1989 (119 thousand
tons) beef and veal stocks
have varied between 90
and 110 thousand tons.

1990, cattle prices fell by almost 5 per cent

JAPAN - BEEF INDUSTRY
THOUSAND TONS

1977 78 798O C1 82 89 84 8s 688 7 a68 9 so

= Imports 2 Produotlon 7 Consumption
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120. In Fiscal Year (April-March) 1989, consumption of imported beef had
increased I; 15 per cent. The Japanes.e authorities estimated that should
this consumption growth continue in Fiscal Years 1990 and 1991, stock
levels of frozen beef would not increase significantly. However, more

recently estimated data show that per capita consumption reached only 4 kg.
during the first six months of 1990, against 3.8 kg. year earlier. This
slow rise when real disposable incomes grew on average by 9 per cent, seems

due to increased retail prices (+6 per cent) despite falling cattle and
wholesale prices (manufacturing grade -12 per cent, table grade -1 per
cent).

121. Beef and veal production (-3.8 per cent) fell along with slaughter
during the first half of the year. However, current declining trends for
cattle prices suggest that cattle cull might increase in the last half of
the year. The secretariat consequently estimates production to reach close
to 590 thousand tons by the year end. In recently published data, the OECD
sees Japanese beef and veal output rising steadily in the next five years,
reaching some 669 thousand tons by 1995.

122. From January to June 1990, beef and veal imports totalled 245 thousand
tons, only 2 per cent more than year earlier (when, following the
implementation of liberalization measures, imports had increased by almost
45 per cent). Major suppliers were of course Australia and the
United States. However, according to the official Japanese data, it seems

that with a 44.6 per cent market share (including canned product), the
United States equalized Australia (44.4 per cent).

123. Following the 1988 liberalization measures, the beef import quota for
the Japanese Fiscal Year 1990 ought to increased to 394 thousand tons,
product weight. At the end of this Fiscal Year, that is, by April 1991,
the import allocation system will be terminated. In Fiscal Year 1991 it
will be replaced by a 70 per cent ad-valorem tariff. This may favour
Australian exports to some extent, taking into account lower transport
costs (ship as against air for imports from the United States).

1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

Cattle and1alf 47
numbers:- 4,682.0 4,770.0 1.9 4,775.0- 0.1

Beef and veal:-/

Production 548.0 567.04/ 3.5 586.04/ 3.4

Consumption 994.0 1,039.04/ 4.5 1,087.04/ 4.6

Imports 502.0 562.04/ 12.0 622.04/ 10.7

-/'000 head, 1 February -2/'00 tons - USDA estimate
4/Secretariat estimates


