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The present note has been drawn up by the secretariat of the
Arrangement in accordance with the terms of Article IV, paragraph 1(a),
thereof. The note presents a summary of the international situation and
outlook for bovine meat and specific elements of the world beef economy on
a country-by-country basis. (Summaries of the situation and outlook for
pigmeat, poultry meat and sheepmeat will be published as an addendum.) In
the preparation of this document, the following sources, inter alia, have
been used: several USDA reports; and various issues of In Brief,
Australian Meat and Livestock Corporation; Australian Agriculture and
Resources Quarterly, March 1991; European Weekly Market Survey, Meat and
Livestock Commission; Informe Ganadero, Buenos Aires; Marché
International du Bétail et des Viandes, CFCE; International Meat
Secretariat (OPIC) Newsletter; the Drovers Journal, various issues;
Market Commentary, Agriculture Canada, March 1991; and responses to the
questionnaire submitted by 24 May 1991.

NB: The countries whose names are followed by an asterisk (*) are those
for which the secretariat had no new data. For these countries, the text
of the last report, The International Markets for Meat, 1990/91, has been
reproduced.
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I. MAJOR FEATURES OF THE ECONOMIC SITUATION AND OUTLOOK

1. Estimates for 1990 show that the growth if the world economy declined
from 3 per cent in 1989 to 2 per cent in 1990 , a smaller increase than
previously estimated. This less favourable situation is partly due 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.
Global economic growth is now expected to fall by 1.25 per cent this year,
before resuming in 1992, to a 3 per cent growth. The growth slowdown this
year is attributed to continued recession in certain industrial economies,
and declining output in the Middle East and Central and Eastern European
countries and the Soviet Union.

2. In 1991, output is projected to increase slightly in the United States
(where the current account deficit is expected to decline). Output should
remain strong, although slowing down somewhat in Germany and Japan. A
decline is expected to occur in Canada and the United Kingdom, but recovery
is foreseen to slowly begin through the year and strengthen considerably in
1992. Inflation rates are expected to level off through 1991/92, due to
lower oil prices and excess capacity in some industrial countries, but
unemployment may rise again. Following the end of the Middle East crisis,
it is admitted that economic growth should resume there, while inflation is
also expected to begin declining. In Central and Eastern European
countries, and to a lesser extent in the Soviet Union, moves to
market-oriented policies have affected the economies and may, at least in
the short term, result in lower output and increased unemployment.

3. The situation in the developing countries continues to be a worrying
one, despite some progress in the implementation of adjustment programmes,
and the debt strategy. The process of decreasing divergence in growth
among developing countries, those in Asia and the others, which started in
1989, and practically came to a halt in 1990, due to a slowdown of economic
growth in Asian countries, may resume this year, as Asian countries'
economics may grow faster again. As regards trade (according to GATT
experts ), world merchandise trade is estimated to have fallen from 7 per
cent in 1989 to 5 per cent in 1990, a further modest slowdown being
expected for this year. While world trade has not been seriously affected
by the Gulf crisis, it is noted that the loss of trade for some individual
countries (such as Jordan, Turkey, Romania, India and Yugoslavia) was
appreciable, while the severe drop of worker remittances from Iraq and
Kuwait had an important economic effect in countries such as India,
Bangladesh, Pakistan Sri Lanka and the Philippines.

1IMF World Economic Outlook, October 1990 and May 1991

2FOCUS No.80, April 1991
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II. INTERNATIONAL SITUATION AND OUTLOOK IN THE BOVINE MEAT SECTOR

Situation in 1990

4. In the last few years, one of the most "stable" premises of the
interruptional bovine meat import markets has been their division in two
areas: the food-and-mouth (FMD) disease free markets, and the non-free
markets. The secretariat's annual report of 1984 stated in its first
lines: "Seldom has the dichotomy in international bovine meat import
markets as between the foot-and-mouth disease free markets and non-free
markets, been as apparent as it was in 1984 and as it is likely to be in
1985. In essence, while there was a sharp further contraction on aggregate
import demand in the "non-free" markets, aggregate demand for imports in
"disease-free" markets contracted by a lesser amount ... With the
necessary precautions, a similar statement could be made almost every year
since then, to conclude along with the secretariat's 1990/91 annual report
that "the outlook in the F.M.D. disease area is less clear and less
promising" than the one in the disease free area. In other words, the
analysis of the situation and outlook in the bovine meat sector differs
significantly, depending on which area is being addressed.

5. Nevertheless, some factors affect beef supply and demand in both areas
and did so in 1990. On the supply side and among other factors a number of
major producing and exporting countries are going through a cattle herd
rebuilding phase. However, herd expansion seems to occur at a much slower
pace in an increasing number of countries, and (often supported by higher
averaged weights) output continued to grow in many countries. On the
demand side, the general economic slowdown, rising unemployment, the
resurgence of inflation and large supplies of competing meats and
especially poultry meat, contributed to the decline of beef consumption.

6. Among the factors which last year affected only, or mostly, one or
another area of trade, the following can be mentioned. In the FMD disease
area, beef stocks have piled-up in the European Community; in the USSR and
in Central and Eastern Europe both supply and demand were affected b;
adjustments to the implementation of market-oriented policies; the Gulf
crisis led to the import ban on Iraq and Kuwait, but affected also exports
to other destinations in the Middle East. Finally, the bovine spongiform
encephalopathy (BSE) outbreak in the United Kingdom affected consumption
and consumer's confidence in Europe. And yet, average export prices in
most countries operating in this area increased somewhat last year
(especially in South America) reflecting the relative absence of Brazil in
the export scene (and strengthened one in the import market), sharply
decreased export sales by most countries in Central and Eastern Europe and
lower exports by the European Community.

7. In the area free of FMD bovine meat supply remained tight, reflecting
herd rebuilding in major exporting countries, while demand remained strong,
driven by trade liberalization measures introduced by both Japan and the
Republic of Korea as well as Taiwan, and by sustained import demand in
North America. This situation resulted in the continuation of attractive
export prices (which always average well above those in the FMD area).
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Production

8. Beef and veal production in participating countries increased by
1.3 per cent in 1990. This was despite the above mentioned fact that most
of ie major producing countries are going through a phase of cattle herd
expansion. A slower rate of expansion than in the past and increased
yields and improved efficiency, linked with growing feedgrain use, seem to
be the reasons behind the output rise. Among participants, production fell
only in the United States, Canada, Hungary, Poland and New Zealand, while
the production rise was particularly significant in the European Community
where increased cattle slaughter and heavier carcass weights resulted in
more than 290 thousand tons of beef (three times the production of a
country such as Hungary). Production increased also in Australia
(+145 thousand tons) following significantly higher slaughter levels due to
dry conditions in the country through part of the year. Finally, contrary
to earlier estimates, production may well have increased in Argentina as a
result of higher slaughters and average weights.

Consumption

9. The main factors which affected bovine meat consumption last year are
enumerated above. One factor not referred to was increased retail prices
in a number of countries. Inevitably, however, the attention of market
analysts as far as beef consumption was concerned was drawn by the
situation in two or three major markets: the European Community, because
of the BSE; the USSR, because of the disruption of the distribution
system, and Japan, because of the impact of trade liberalization measures.
In these three markets consumption rose only in Japan where, despite higher
retail prices (which continued not to reflect the evolution of wholesale
prices which fell), per capita consumption rose by 13 per cent, to close to
9 kg. per capita, assumingly due to higher disposable incomes. In the USSR
the disruption of the distribution system affected consumption negatively,
especially in the main urban areas. Consumption is also estimated to have
fallen in most of the other Central and Eastern European countries.

Trade and international prices

10. Revised data now show that bovine meat exports by participating
countries (more than 90 per cent of world exports) fell in 1990 by about
1 per cent. Among the major exporters, only Australia, Argentina and
Uruguay increased their exports, while the European Community and Brazil
have seen their sales abroad fall by 23 and 29 per cent respectively. EC
exports fell as the result of the loss of the Iraqi and Kuwaiti markets;
lower imports from certain markets due to fears of BSE and apparently also
as the result of lower export prices, exacerbated by a lower dollar value.
Sales to Egypt, an important buyer of the EC beef, were also affected by an
import ban imposed by that country for a six-month period to protect local
production. Increased production, lower consumption and declining exports
brought back the EC beef stocks by the year end to a level above
600 thousand tons.
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SELECTED COUNTRIES' TRADE IN BEEF AND VEAL1/

A. Exports

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

ARGENTINA 360 4512/ 24.3 450 -0.2
AUSTRALIA 1,041 1,181 13.4 9702/ -17.9
BRAZIL 323 230 -28.8 230 0.0
CANADA 109 109 0.0 115 5.5
EC 994 762 -23.3 1,050 37.8
NEW ZEALAND 436 418 -4.1 440 5.3
UNITED STATES 464 456 -1.7 4722/ 3.5
URUGUAY 177 212 19.8 1482/ -30.2
OTHERS- 294 331 12.6 260 -21.5

TOTAL 4,198 4,150 -1.1 4,135 -0.4

B. Imports

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

BRAZIL 192 230 19.8 330 43.5
CANADA 158 189 19.6 173 -8.5
EC 405 399 -1.5 4052/ 1.5
JAPAN 502 536- 6.8 515- -3.9
UNITPD STATES 987 1,068 8.2 1,030 2 -3.6

USSR4/ 150 250 66.7 260- 4.0
AFRICA 2/ 461 400 -13.2 420 5.0
OTHER ASIA 4/ 238 270 13.4 286 5.9
MIDDLE EAST4/ 59 66 11.9 78 18.2
CENTRAL & E.EUROPE-2/ 232 307.5 32.5 229 -25.5
OTHER EUROPE- 26 20 -23.1 18 -10.0

TOTAL 3,410 3,736 9.5 3,744 0.2

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.
- USDA, World Livestock Situation, F.A.S., FL&P 2-91, April 1991.
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11. Argentina and Uruguay were both affected by the Gulf Crisis and
developments in Eastern Europe, but benefited largely from the sharp drop
of Brazilian beef exports (and probably also of the EC) and especially from
this country's import rise. Both countries significantly increased their
bovine meat exports to Brazil and saw their average export prices increase.
Australian increased exports reflected higher sales to the United States
and, to a lesser extent to Canada and Japan, and continued to benefit from
attractive export prices.

12. The United States imported more beef last year but the most dramatic
increase concerned live cattle imports which, with a 47 per cent growth,
reached a record 2.1 million head coming from both Mexico and Canada. Such
level of imports was the result of the United States cattle herd expansion
and high cattle prices. Japanese beef imports continued to rise last year,
but so did beef stocks which reached 165 thousand tons by the year end.

Situation in the first months of 1991 and outlook

13. So far this year certain important factors can be signaled. The
European Community beef stocks continued to pile up, to surpass an
estimated 750 thousand tons. This situation has led the Community to look
at the possibility of large beef sales to certain markets. Thus, such
operations were, since the beginning of this year, negotiated at least with
Poland (30 thousand tons) the USSR (75 thousand tons last March and another
51 thousand tons sale more recently opened) and Brazil (100 thousand tons).
The minimum export price in such operations has normally been ECU 485 per
ton f.o.b. Another factor is the continuing relative absence of Brazil in
the export market and its recourse to a "1986 type" import situation.
First indications show that beef exports by New Zealand and Uruguay have
increased significantly during the first quarter of the year, but while the
former reflect increased beef supplies, the later should quickly exhaust
its export capacity for the year.

14. In 1991, beef and veal supplies are expected to remain stable among
participating countries, with rises in the United States, the European
Community, New Zealand and Japan being offset by declines in Argentina,
Canada, Uruguay and in the Central and Eastern European countries. In the
meantime consumption should strengthen in the United States, the EC, Japan
and New Zealand, while declining in most other countries.

15. Bovine meat exports could also match similar levels to 1990. Indeed,
expected sharp rises in the EC exports (which above 1 million tons will
place the Community as the first world beef exporter in 1991) will be
"balanced" by strong reduction of exports by both Australia and Uruguay, as
well as of the aggregate export levels of smaller exporting countries.

16. A major "happening" this year in the bovine meat sector is undoubtedly
the replacement of the Japanese import allocation system of beef by an
import tariff rate of 70 per cent and the disappearance of the LIPC as a
market regulating body. Imports could consequently decline somewhat this
year, while the market adapts to the new situation and part of the beef
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stocks are absorbed, but it is generally expected that a direct access of
importers to potential suppliers will soon result in increased imports.

17. Although the world's economic growth slowdown may be expected to
affect beef demand, the end of the Gulf war should result in a gradual
return to a normal import demand from countries in the region (although the
import ban on Iraq has not yet been lifted), while Egyptian imports could
resume. It can be expected that Central and Eastern European countries
will slowly return to a more normal supply/demand situation while the
evolution in the USSR so far this year suggests that import demand could
continue to rise. Countries in South Eastern Asia, such as Korea and
Malaysia could also increase beef imports.

18. As far as export prices are concerned, it may be expected that in the
FMD free area they remain close to this year levels, taking into account
import demand in North America and Asia. In the FMD area the price
evolution may well depend on the EC beef stocks disposal and on the import
demand in Brazil.

1991: THE EC BECOMES
FIRST WORLD BEEF EXPORTER

AUSTRALIA 1041 AUSTRALIA 970

EC 762
1990

50 10501991 (F)

Thousand tons
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III. COUNTRY-BY-COUNTRY ANALYSIS

European Community

European Community to become first world beef exporter in 1991 and 1992

19. According to the last December cattle census, cattle numbers in the
European Community totalled 85.1 million head, including for the first time
the new German Federal States. If data was comparable with 1989 (that is
including East Germany cattle numbers in EC data for 1989), this would mean
a 1 per cent fall in the cattle herd. The decline was due to reduced dairy
cow numbers (-4 per cent, the analysis including the new German Federal
States). Beef cow numbers grew by 5.7 per cent and now account for 10 per
cent of total herd. Overall decline in cow numbers was 1.7 per cent. Calf
numbers were also down, by 2.3 per cent.

20. Due to generally poor market conditions, total cattle slaughter
(excluding former East Germany) increased by 2 per cent. The increase of
cow slaughter was of 1 per cent. Calf slaughter numbers are not available
but previous estimates had put it down by 13 per cent, reflecting the
growing importance of feedlot operations in the Community in recent years
(fed cattle in the EC now represents more than one third of the beef
output). In 1991, total cattle numbers are expected to fall by a further
1.1 per cent following a projected 3 per cent rise in cow culling.

21. Increased cattle slaughter and heavier slaughter weights resulted in
4 per cent production growth in 1990. As indicated in the last report,
increased production was one of the factors which contributed to an
unexpected downturn of the Community bovine meat market last year. Another
factor was the consumption fall (5 per cent) due to numerous reasons, less
optimistic economic environment, large supplies of poultrymeat but
especially the BSE outbreak in the United Kingdom leading to the consumers'
sudden lack of confidence, not only there, but through other European
countries.
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EC - CATTLE PRICES
FAT CATTLE - 1991

ECU/100 kg., live weight

3 4 5 6 1(4/2) 2 3 1(4/3) 2 3 4 1(1/4) 2 3 46(29/4)
January February March April

Weeks/Months

EC - CATTLE
CALVES -

PRICES
1991

ECUS/100 Kg., live weight
220

215

210

/12)2 3 4 6 8 1(4/2) 2 3 1 (4/3) 2 3 4 1(1/4) 2 3 46(29/6)
January February March April

Weeks/Months

132

131

130

129

128

127
1(31/12)2

200

1965
1(31/

220
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22. All this resulted in an oversupply situation to which added dry
weather conditions, increased live cattle and meat imports from Eastern
Europe and, in the second half of the year, the trade ban on Iraq and
Kuwait. Consequently, prices were well below those of 1989. Calf prices
were down by 10 per cent, cow prices by 22 per cent, heifers by 11 per
cent and adult male animals by 7 per cent. This, coupled with lower
exports, also led to sharply increased intervention purchases with the
final result of the re-appearance of the EC high beef stock levels: 617
thousand tons by the end of the year.

23. Since the beginning of 1991, adult cattle prices have been rising.
The beef reference price (the EC market price for fat cattle) has increased
by about 3 per cent during the first four months of the year. However, the
situation is not the same through the different EC countries and,
especially, cattle prices still remain at lower levels than those of 1990
(which, as mentioned above, were well below the relatively good prices of
1989). Meanwhile, as intervention purchases continued at a sustained
rhythm, beef stocks kept increasing and are reportedly now approaching
800 thousand tons. Despite major sales to certain third countries,
forecast for the year end put total stocks at 872 thousand tons.

24. Increased imports from Eastern Europe meant important entries of live
cattle coming mostly from former East Germany, Poland, Hungary and
Czechoslovakia last year. In 1991, the EC kept the young male animals
balance sheet (cattle imported at a nil or reduced rate of levy, and a
20 per cent customs duty) at the same level as in 1990, 198 thousand head.
The quantity for live cattle animals imported under normal conditions was
limited to 227 thousand tons. As live cattle imports in the first months
of the year continued at high levels, the European Community decided to
suspend calf imports from Czechoslovakia and also from Poland, which has
already exported 227 thousand head to the EC this year. In the meantime,
by the end of April, the Community would have already exported about
335 thousand head.

25. The difficult market situation in the European Community was
exacerbated last year by falling export levels. Despite significantly
increased export restitutions in August, in response to the falling dollar
value, beef exports fell by 21 per cent. The decrease was due to
relatively lower export prices but also to the loss of the Iraqi and
Kuwaiti markets (a loss of some 100 thousand tons) as well as lower imports
from certain markets due to fears of BSE. To help relieve the pressure in
the internal market, the EC continued social sales of meat in its territory
and intensified food aid operations (corned beef) to third countries.

26. During the first months of 1991 the European Community, faced with
continuously growing stocks, has tried to increase exports. Besides other
operations, large sales have been negotiated with Poland (30 thousand tons
at least, at a minimum price of ECU 485 per ton, f.o.b.), Brazil
(100 thousand tons, at the same minimum price and of which 20 thousand
would have already been delivered) and the USSR (75 thousand tons in March,
also at ECU 485 per ton f.o.b., minimum). While press news refer to a
possible 200 thousand tons sale to the USSR in the near future, a sale of
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51 thousand tons was recently opened, for which prices are not yet
available, but which would not benefit from export refunds. During the
same period, limited food aid operations (corned beef) also took place. The
end of the Gulf war should lead to increased exports to the Middle East.
Although the export ban to Iraq is maintained, export prohibitions to
Kuwait were lifted and may resume soon, while sales to Iran could rise.
Increased output and growing stocks are expected to result in strongly
increased beef and veal exports this year, +38 per cent, to more than
1 million tons, approaching, if not surpassing, the 1986 record level.
Projections for 1992 put exports again at 1 million tons. With Australian
exports foreseen to decline, the European Community should become, during
this year and the next, the first world exporter of bovine meat.

Policy developments

27. Most of the 1991 import quotas do not differ from those of last year:
34.3 thousand tons of high-quality beef ("Hilton beef"); 53 thousand tons
of low-grade frozen beef ("GATT quota"); 2.25 thousand tons of buffalo
meat; 1.5 thousand tons of frozen thin skirt; 198 thousand head of live
young male cattle. The EC-ACP country's quota was increased to 49,357 tons
and now also includes Namibia and the manufacturing beef balance sheet
quota was set at zero tons.

28. The ban imposed on meat from the United States originating in
abattoirs failing to meet the EC health and hygiene standards is still in
force, but bilateral consultations seem to be progressing.

29. By the end of May 1991 the following changes were introduced in the
intervention system. The trigger levels for normal intervention tenders
were fixed at 84 per cent (regional market price).

30. When the EC average deadweight market price for steers and young bulls
is below 78 per cent of the intervention price, intervention under the
safety net is opened by tender and all the offers will be accepted when:

- at least in three member States (or regions), representing
60 per cent of the EC total production of steers and young bulls, prices
fall below 75 per cent of the intervention price, or

- when in a member State (or region), the market price for steers and
young bulls falls below 72 per cent of the intervention price.

31. Under the tender procedures, offers surpassing the producer price by a
reasonable margin (to be determined by the Commission, according to
objective criteria) will not be accepted.
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1989 1990 %Change Forecast ZChange1990/89 1991- 1991/90

Cattle and calf
numbers-: 79,488.0 80,208.0 0.9 79,406.0 -1.0

21 (85100.0)Beef and veal2/

Production 7,460.0 7,750.0 3.9 7,827.5 1.0
(8,350.0)

Consumption 7,400.0 7,007.0 -5.3 7,112.0 1.5
(7,450.0)

Imports 405.0 399.0 -1.5 405.0 1.5

Exports 994.0 762.0 -23.3 1,050.0 37.8

Stocks-3/ 257.0 617.0 140.1 872.0 41.3
of which:

Intervention 131.0 617.0 371.0 817.0 32.4

1/'000 head, December of preceding year

2/'000 tons

3/Total stocks, 31 December

4/Figures in brackets and trade and stock figures include the
new German Federal States

Finland

Ten years of herd reduction lead by efforts to limit dairy production

32. After ten years of practically uninterrupted declining numbers due to
efforts to limit dairy production, cattle herd in Finland is expected to
show a further 6 per cent drop by the next cattle census, in June 1991.
The fall is once more led by declining dairy cows and dairy heifer numbers
(-11 and -3 per cent respectively) and calf numbers (-9.5 per cent).
Meanwhile, beef cow and heifers numbers continue to rise, but still
represent no more than 5 per cent of the total herd. As indicated in
previous reports, prospects for the replacement of meat produced as a
by-product of dairy farming by specialized beef production are limited by
the comparatively low profitability of beef cattle and adverse climatic
conditions in Finland.

33. Cattle slaughter increased by 2.3 per cent last year reflecting higher
cow slaughter (+8.7 per cent) and despite lower male cattle slaughter.
Higher cow slaughter was partly due to the implementation last November of
another dairy cessation scheme, "the milk system scheme" which should
result in the slaughtering of some 70 thousand cows. Furthermore, increased
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coarse grains yield allowed for higher average carcass weights (+10 kgs.
per animal) leading to a 7 per cent rise of beef output. Cattle cull is
expected to decline somewhat this year, but higher slaughter weights should
allow for some production rise.

34. Per capita beef and veal consumption went up by 0.4 per cent in 1990,
to 21.1 kgs., despite higher beef retail prices (+6 per cent, while
producer prices were down by 1 per cent), due to increased consumers' per
capita income. Consumption of pigmeat and poultrymeat, where retail prices
met similar increases, were also up.

35. Finland produces more beef and veal than it consumes, and yet it
imports small quantities of high quality cuts in response to consumer
preferences. In 1990, imports (500 tons) came mostly from Ireland, the
United States and Australia (frozen meat) and Denmark and Australia (fresh
or chilled beef). With a production rise higher than the consumption one,
Finland had 10 thousand tons of surplus supply last year which it exported,
mostly as canned meat, to Lebanon, Syria and the United States. The
average export price for frozen beef was US$1,850 per ton, f.o.b., 26.6 per
cent lower than the previous year. In 1991, exports should remain
unchanged.

1989 1990 ZChange Forecast ZChange1990/89 1991 1991/90

Cattle and calf 1/ 1/
numbers: 1,363.0 1,315.4 -3.5 1,242.02/ -5.6

Beef and veal 3):

Production 107.2 118.24/ 10.3 119.04/ 0.7

Consumption 104.6 108.44/ 3.6 108.0 -0.4

Exports 4.9 10.0 104.1 10.0 0.0

1/ '000 head, 1

4/Since 1990, a

December 2/ ,000 head, 1 June 3/ '000 tons

new basis for data is used. The effective production
and consumption rises for 1990/89 would have been 7.3 per cent and 0.6 per
cent, respectively.

Sweden*

Phase-out of export subsidies as from July 1991 and sharp 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
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rise of close to 3 per cent last year, cattle numbers totalled 1.7 million
head in June. After three years of significant falls, dairy cow numbers
were up by 2.9 per cent, accounting for 33.6 per cent of the total cattle
herd. However, they should fall back again by close to 9 per cent this
year. Indeed, despite the cattle herd increase in 1990, it can be expected
that sharp decreases will occur at least in the next two years, due to the
new food policy which will enter into force on 1 July 1991.

37. After declining since 1986, cattle and calf slaughter resumed in 1989.
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
6.5 per cent last year to 147 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 grew marginally to some 17.2 kg. in
1990 (+0.6 per cent). Consumption of all types of meat could grow further
in the future as the result of the new agricultural policy.

39. In 1989, 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
15 thousand tons. Frozen beef accounts 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 totalled
4.6 thousand tons, 53 per cent of which went to Mexico and 21 per cent to
the United States. Canned and cooked meat exports totalled 4 thousand
tons, 65 per cent of which went to the Federal Republic of Germany. At an
estimated 13 thousand tons, exports last year increased by 49 per cent, but
remained far below the record levels (around 35 thousand tons) of the first
half of the eighties. One of the aspects of the new agricultural policy to
be implemented next July is the discontinuation of export subsidies.

40. 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 continue to show an export rise this year,
followed by a significant export decrease in 1992, to some 7 thousand tons.



IMC/W/79
Page 16

Policy developments

41. 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 negotiations, 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).

1/'000 head, June 2/'000 tons

Norway

Dairy cow herd decreasing following reduced dairy quotas

42. Data for the 1 January 1991 census show that the Norwegian cattle herd
remained almost unchanged at slightly below 1 million head . This
situation results from decreased numbers of dairy cows and heifers
(-1.1 per cent) but with increased numbers of bulls and calves. Dairy
cattle account for 52.5 per cent of the herd. Cattle slaughter increased
in 1990 by 6.9 per cent, with dairy cattle slaughter rising by almost

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

Cattle andcalf
numbers:1/ 1,672.0 1,716.0 2.6 1,635.0 -4.7

eef and veal:2/

Production 138.0 147.0 6.5 152.0 3.4

Consumption 144.0 147.0 2.1 148.0 0.7

Imports 14.3 15.0 4.9 10.0 -33.3

Exports 3.7 13.0 49.4 15.0 15.4
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10 per cent, reflecting reduced dairy quotas and the reinforcement of the
double price system for milk. For the same reason, the Norwegian dairy cow

herd is expected to fall by a further 1.3 per cent this year and, as both
bull and calf numbers are also projected to decline, the overall cattle
herd reduction should reach 1.5 per cent.

43. Increased cattle slaughter and slaughter weights resulted in an

8 per cent production rise last year. Higher weights reflect a larger
proportion of adult cattle in the slaughter mix, but also constantly
increased carcass weights for each category of cattle in the last few
years. Expected lower cattle numbers for January 1992 suggest that cattle
slaughter may rise this year. Indeed, beef and veal production are now

expected to increase by 1.2 per cent to 82.6 thousand tons.

44. Estimated per capita meat consumption (with the exception of
sheepmeat) rose last year. Following the production rise, beef and veal
intake registered the strongest increase, +2.9 per cent, to 17.9 kgs., due
to increased consumer's disposable income and only a moderate retail price
rise. This year no significant changes are expected to occur as far as all
meat intake is concerned. Despite the consumption growth, last year Norway
produced a record beef surplus and consequently exported almost 8 thousand
tons, 85 per cent of which were frozen meat which went to Mexico
(2.6 thousand tons), Angola (1.7 thousand tons) and other markets. The
average export price was US$1,400 per ton f.o.b. Exports should decrease
to 6 7 thousand tons this year.

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

Cattle and calf
numbers-1/ 979.1 1,001.5 2.3 1,000.3 -0.1

Beef and veal2/:

Production 75.3 81.6 8.4 82.6 1.2

Consumption 73.5 76.4 3.9 76.7 0.4

Imports 1.5 1.4 -6.7 0.0 -

Exports 0.6 7.8 1,200.0 6.7 -14.1

1/'000 head, 1 January 2/' 000 tons
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Switzerland

Prices down, cattle herd stable and consumption up

45. According to the last April cattle census, the Swiss cattle herd
increased only marginally in 1990 to 1,855 thousand head (+0.3 per cent),
apparently due to an approximately 10 per cent in producer prices for the
second consecutive year (at SWF552 per 100 kgs., producer prices were
10 per cent below the average minimum price guaranteed to the producer).
Despite a 2 Der cent increase in calf numbers which represent about a
third of the total herd) and dairy heifers, a 1.2 per cent decline in dairy
cow numbers (51 per cent of the herd) was responsible for the relatively
unchanged situation of the herd.

46. Slaughter of both female cattle and adult male cattle went up last
year reflecting falling prices and although calf slaughter declined
somewhat, the overall slaughter increase was 2.2 per cent. Average
slaughter weights for all categories of cattle was also up reflecting good
feeding conditions and this, along with a larger participation of adult
cattle in the slaughter mix, resulted in a 5.7 per cent rise in production,
to 164 thousand tons. In 1991 cattle cull is expected to decrease
somewhat, resulting in lower beef production, although veal output may
increase slightly following higher calf carcass weights.

47. Beef retail prices declined by about 1 per cent last year, while
pigmeat prices rose by 6.7 per cent favouring the consumption of beef.
While per capita pigmeat intake registered a 4.3 per cent set back, beef
and veal consumption went up by 1.6 per cent. Nevertheless pigmeat
remained the Swiss consumers' preferred meat (39.8 kgs.) followed by beef
and veal (25.1 kgs.) and poultrymeat (10.7 kgs., -4.5 per cent).

48. Despite the production rise, Switzerland still remains a deficit beef
producer (self-sufficiency is close to 92 per cent). The result are
limited import of quantities every year, floating around 10-12 thousand
tons. In 1990, they remained unchanged compared to year earlier, at
10.5 thousand tons, of which 6.2 thousand were fresh and chilled, 2.3
thousand frozen and the rest canned meat. Major suppliers of the fresh or
chilled product were Argentina, the EC and Brazil. Frozen beef came mostly
from Argentina and canned meat from the European Community. Live cattle
imports totalled 4.5 thousand head, coming virtually all coming from the
Community. The average import price for frozen boneless beef was US$5,940
per ton c.i.f.
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1989 1990 ZChange Forecast %Change
1990/89 1991 1992/91

Cattle and calf 1,850.3 1,855.2 0.3 1,850.0 -0.3
numbers1/

Beef and veal2/:

Production 155.2 164.0 5.7 162.0 -1.2

Consumption 173.9 178.6 2.7 175.0 -2.0

Imports 10.5 10.5 0.0 10.0 -4.8

1/'000 head, 21 April 2/'000 tons

Austaria

Cattle herd expansion led by rising beef cattle numbers

49. Cattle herd rebuilding is under way in Austria since 1989. Last year,
by December, total cattle numbers reached 2,584 thousand head, up by
0.9 per cent. Herd expansion was virtually all due to rising beef cattle
numbers which went up by 17.4 per cent, to represent around 12 per cent of
the total herd. While dairy cattle decreased by 1.7 per cent, the numbers
of bulls diminished by 31.5 per cent.

50. However, official slaughter data appears difficult to conciliate with
a cattle herd rebuilding phase and with cattle numbers. Total cattle
slaughter would have increased by 5 per cent last year, with female cattle
cull showing a 12.2 per cent rise. Indeed, unofficial data suggests that
cattle slaughter at 778 thousand head, should have remained slightly below
the level reached in 1989.

51. Accordingly, and although beef and veal production data is not
available, it can be assumed that it also decreased marginally, taking into
account that the average carcass weights do not seem to have varied
significantly. Although no official forecast is available, it would
nevertheless seem that even if this year cattle numbers could still show a
rising trend, slaughter might begin to recover allowing for higher
production. The fact that in Austria cattle herd expansion phases tend to
last four years, a new reduction phase should intervene in 1992-93.

52. Beef and veal consumption, in a down trend since 1987/88, is estimated
to have fallen to 21.7 kgs. per capita (-2.3 per cent) in 1988/89 (last
available data). The major reason for this trend seems to be increased
retail prices at a moment when prices of pigmeat, by far the Austrians
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preferred meat (52.4 kgs.), decreased. Beef producer prices, which as in
many other countries had fallen between 1984-86, have increased steadily
since then showing in 1989 a 7.6 per cent rise.

53. In 1990, beef and veal exports totalled 56 thousand tons, 14 per cent
above year earlier. In the same period, exports of live cattle pursued
their declining trend and reached no more than 2 thousand head, virtually
all going to Italy. Beef and veal exports were composed mostly of fresh
and chilled meat, 68.5 per cent of which went to Italy and 24 per cent to
Germany. The average value of exports was US$2,889 per ton f.o.b.

1/ 000 head 2/ 000 tons 3/Secretariat estimates

Yugoslavia

Beef and live cattle imports rise, while exports fall

54. Cattle and calf numbers in Yugoslavia have been falling without
interruption since 1982 and reached a new historical low record in 1989,
totalling 4.7 million head. As in the last two previous years, the fall
was due to a decline in numbers of all categories of cattle, with
particular emphasis on dairy cows whose numbers dropped by 1.5 per cent.
Liquidation continues to be largely due to the sector's low profitability
and insufficient feed supplies.

55. Nevertheless, in 1989 feed supplies improved somewhat allowing for
lower cattle slaughter. Since the State price control came to an end in
1988, producer prices have carried on increasing. However, the rise
largely reflected extremely high inflation rates and was probably not
enough to cope with it, leading to a constant deterioration of producers'
income.

1989 1990 ZChange Forecast zchange1990/89 1991- 1991/90

Cattle and calf
numbers-1/ 2,562.0 2,584.0 0.9 2,600.0 0.6

Beef and veal-

Production 219.3 218.03/ -0.6 220.0 0.9

Consumption 166.0 165.03/ -0.6 165.0 0.0

Exports 49.0 56.0 14.3 57.0 1.8
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56. Despite lower cattle slaughter, beef and veal production increased by
2.3 per cent in 1989, to 354 thousand tons, reflecting increased weight.
Unofficial estimates suggest that in 1990 beef and veal production
decreased again by 2-3 per cent, despite reports of improved pasture
conditions and increased corn production as a result of better crops in
1989/90.

57. Reflecting the sharp rise in producer prices, beef and veal real
retail prices increased dramatically between 1988 and 1989. Despite such
an increase at a moment of major social and economic difficulties, official
data for 1989 show an unchanged 14.1 kg per capita consumption compared to
year earlier. The USDA estimated total consumption to have fallen by 1 per
cent in 1989, and to have increased by about 5 per cent last year.

58. Indeed, trade figures show that beef and veal intake may have
increased last year. Thus, while exports fell by 23 per cent to
27 thousand tons, imports increased 24 per cent to 79 thousand tons. In
other words, the bovine meat trade deficit observed in the last two years
widened sharply in volume (21.2 thousand tons and 28.6 thousand in 1988 and
1989 respectively and 52 thousand tons in 1990) but for the first time a
deficit in the export value of almost US$200 thousand was also observed.
As is traditionally the case, the bulk of Yugoslavia's bovine meat exports
went to the European Community (about 85 per cent), while imports from the
EC amounted to 41 per cent of the total, the rest coming mostly from Poland
and Hungary.

59. In 1990, while live cattle imports increased quite substantially
(+20 per cent), exports declined even more so (-31 per cent). In recent
years the pattern of Yugoslav exports had changed and declining quantities
of exported bovine meat have corresponded to higher levels of live cattle
sales abroad. However, the live cattle exports decline last year was the
second one for two years in a row, clearly illustrating, along with trends
in the meat trade, the difficulties through which the bovine meat sector is
going in Yugoslavia.
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1989 Estimates Change Forecast ZChange1990 1990/89 1991 1991/90

Cattle and1/calf 3/
numbers- : 4,705.0 4,650.03-3/ -1.2 4,630.0 -0.4

eef and veal- :

Production 354.0 353.03/ -0.3 350.0 -0.8

3/Consumption 321.0 325.0- 1.2 326.0 0.3

Imports 63.7 79.0 24.0 60.0 -24.1

Exports 35.1 27.0 -23.1 25.0 -7.4

-/'000 head, 15 January '000 tons 3-/Secretariat estimates
Bulgaria

Cattle feeding difficulties lead to herd depletion

60. Cattle herd depletion in Bulgaria continued in 1990 and even
accelerated. At 1.46 million head, estimated cattle numbers by
January 1991 were down by 7.5 per cent, reaching a new record low in
sixteen years. The decrease is directly related to reported continuous
serious cattle feeding difficulties following weak harvests and led to an
almost uninterrupted bovine meat production fall since 1985. In 1989,
production is believed to have increased by some 4 per cent, but the
secretariat estimates that last year it may have fallen back again by
8-9 per cent to some 126 thousand tons.

61. The USDA estimates Bulgarian bovine meat consumption to have fallen
again last year by some 1.5 per cent to 131 thousand tons, or an
approximate 12.8 kg. per capita. At 8.5 thousand tons, imports were 64 per
cent below 1989. Representing 41 per cent of the total, Poland was the
major supplier, followed by Ireland (33 per cent) and Denmark. 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. Last year, exports amounted to only 3 thousand tons. Of these,
2.3 thousand tons went to Jordan. Bulgaria, where pigmeat consumption is
more than three times higher than that of beef, has nevertheless been able
to keep a relative self-sufficiency in bovine meat largely dependent,
however, in heavy imports of cattle feed.

62. Live cattle exports have fallen for the second consecutive year from
23.5 thousand head in 1989, to 20.8 thousand head last year. Lebanon,
representing 46 per cent of the total, was the first export market followed
by Greece and Tunisia. As indicated in the last report Bulgaria is, like
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the other East European countries, going through economic liberalization
and agricultural reform. The dismantling of monopolies which affected the
production and trade of agricultural products (including meat) has started
and a (pending) new law on land reform should encourage private farming.
Prices of certain agricultural products have been liberalized, but not yet
those of meat. Nevertheless, subsidy cuts should also apply to meat.

1-/'000 head, 1 January

3-/USDA estimates or forecasts

2-/ '000 tons

4/Secretariat

Hungary*

After recovering somewhat in 1988. cattle numbers fall to an historical low

63. The ten-year-old cattle herd liquidation in Hungary seemed to have
come to an end in 1988. However, in 1989 and 1990 a further decline
intervened and cattle numbers are now at their lowest level in the last
thirty years. 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.

64. Reflecting higher cattle slaughter, beef production increased slightly
in 1989, but is estimated to have fallen again last year. Indeed, 1990 was
an extremely difficult year for the Hungarian meat sector. There was a

major drought in the summer which has driven feed prices up, affecting the
sector. Hungary, a traditional feed exporter, was compelled to import

1989 1990 ZChange Forecast ZChange1990/89 1991 1991/90

Cattle andcalf
numbers- :1-/ 1,613.0 1,575.0 -2.4 1,457.0 -7.5

Beef and veal-/

Production 136.03/ 126.04/ -7.4 126.03/ 0.0

Consumption/ 133.0 131.0 -1.5 120.0 -8.4

Imports 23.4 8.5 -63.7 ... ...

Exports 9.0 3.0 -66.7 ... ...

estimate
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maize. Increased meat prices also affected domestic demand. 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.

65. Exports of live cattle and beef have continuously decreased in recent
years, in line with falling cattle numbers and production. Live cattle and
beef export markets are traditionally the European Community, the Middle
East (chilled beef) and the USSR (frozen beef). Things changed somewhat
since last year. In 1987-88 the USSR was still the major market, but the
Middle East played a more important rôle. 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 declined somewhat. In 1990, estimated
cattle and beef exports reached the lowest levels of the last few years.
Live cattle exports are estimated to have fallen to some 100 thousand head
from 140 thousand head in 1989. According to official data, Hungarian
sales of young cattle to the EC concerned only a small share of total EC
imports. Also, sales to the USSR fell sharply, reflecting deteriorated
terms of trade in this country (and the end of oil barter deals) as well as
the Hungarian quest for hard currencies. Sales to the Middle East were
reduced reflecting low prices there. Beef and veal export are also
estimated to have fallen substantially (-24 per cent) due to similar
reasons. The USSR, Yugoslavia and Romania were the major markets, and
small quantities of high quality cuts went to a number of European
countries. Imports of both live cattle and bovine meat were down sharply.
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 Hungarian chilled beef.
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1989 Estimates Z Change Forecast Z Change1990 1990/89 1991- 1991/90

Cattle and calf
numbers1-/: 1,598.0 1,550.0 -3.0 1,540 -0.5

Beef and veal2-/:

Production 98.2 95.0 -3.3 94.0 -1.1

Consumption 84.5 83.0 -1.8 82.0 -1.2

Exports 33.7 25.0 -25.8 23.0 -8.0

Imports 11.9 5.0:3/ -58.0 4.5 -10.0

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

Poland*

Low profitability leads again to falling cattle numbers

66. After a surge in 1989, 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 was the result of a 10.2 per cent
fall in breeding and slaughter cattle numbers and is a return to the one
decade long decline of the Polish cattle herd. Current forecasts are for a
continuing cattle herd decline until at least 1992 (although the decline
this year could be marginal), when it should fall below 10 million head.

67. 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
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 (which under
the price control system approached pig prices) fell to less than half
pigmeat prices.

68. 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 (see Policy developments, below).
During the first quarter of the year, 36 thousand tons were bought in.
However, estimates are that slaughter diminished in the course of the year
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and projections for beef and veal production were for a 6 per cent drop, to
around 680 thousand tons in 1990. Due to the evolution of the cattle herd,
it is expected that beef and veal production will fall in the next two
yedrs.

69. Declining real incomes and soaring retail prices (more than 400 per
cent during the first six months) along with inflation, are at the origin
of an estimated 5-10 per cent consumption drop last year. In these
conditions, per capita consumption would, at 15 kg., fall back to levels of
fifteen years ago. Expected production trends and the continuing difficult
economic situation in the country are a clear indication that the
consumption declining trend will continue through 1991/92.

70. 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.
However, as a result of the declining trend of consumption, imports are
believed to have fallen significantly last year. A similar trend could
occur this 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.

71. During the first quarter of 1990, exports of bovine meat doubled.
This means that during that quarter alone, beef and veal exports amounted
to 59 thousand tons against only 70 thousand tons in 1989 as a whole.
Current estimates put 1990 bovine meat exports at about 150 thousand tons,
more than twice as much as in 1989. Reasons for such rises in both meat
and live cattle exports seem to be due to the sharply higher production
costs and an increasingly difficult competition with pigmeat in the
internal market. Poland is also a major live cattle exporter. In 1990
estimated live sales abroad increased by as much as 5.5 per cent, reaching
some 1.34 million heads. Exports of slaughter cattle for fattening rose by
some 80 per cent which went mostly to the European Community, while
slaughter cattle went to the Middle Past. The level of exports this year
may, more than in the past, depend on the price relation between the
internal market and the international markets.

Policy developments

72. Poland has, since 1988, introduced an extensive reform of the
agricultural policy. The general lines of this reform have been reflected
in "The international markets for meat, 1989/90". Since then new changes
have occurred and will continue to occur in the near future. Agriculture
support currently takes, among others, the following forms: fertilizers
and exterminant subsidies; suspension of import duties on agricultural
machinery including animal production mechanization; preferential credits
for agriculture; detaxation of agricultural machinery firms. Furthermore,
a new "Agency for the Agricultural Market" was set up which, among tasks of
a general nature (market analysis, price monitoring, etc.) has the specific
role of an intervention body, with intervention buying-in and selling
power, as well as the possibility of importing food stuffs.
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1989 Estimates Z Change Forecast Z Change
1990 1990/89 1991 1991/90

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

Beef and veal:-2/
Production 720.0 677.0 -6.0 626.0 -7.5

Consumption 620.0 573.0 -7.6 544.0 -5.1

Imports 113.0 20.0-3/ -82.3 20.0-3/ 0.0

Exports 70.1 150.0 114.0 68.0 -54.7

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

South Africa

Beef imports decline as domestic market approaches self-sufficiency

73. For the fifth consec tive year, South African cattle numbers are
expected to show by 31 August 1991 (date of the next census) a further 1.4
per cent growth to 8.8 million head, despite an 18 per cent increase in
cattle slaughter last year. Since it started in 1986-87, herd rebuilding
has occurred largely as the result of growing beef cattle numbers and
despite falling dairy cattle numbers. This trend will probably continue
over the next year or two, but cattle herd growth rate is slowing down.

74. The cattle slaughter increase last year reflects the increased cull of
all categories of cattle with particular emphasis to female cattle killing
which grew by 28 per cent, representing about 36 per cent of total
slaughter (against 33 per cent in 1989). The fact that the proportion of
female cattle in the slaughter mix is expected to remain high in the next
two years at least, reinforces the impression that herd rebuilding is not
only slowing down, but could be approaching its end. Total slaughter
should rise again this year, but decline again slightly in 1992.

75. Lower average carcass weights, because of lower adult male cattle in
the total slaughter mix, resulted in beef and veal output rising by "only"
8 per cent last year, compared to the 18 per cent rise of slaughter. This
year, bovine meat production will increase by an estimated 1 per cent, due
to slightly higher slaughter and somewhat recovering slaughter weights.
While production is mostly dependent on grazing-grounds, feed-lot
operations had developed in the last few years and currently represent
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about one third of overall beef production. However, in the last three
years, while feed-lot production costs have increased, feeder cattle prices
remained relatively unchanged, reducing profits and rendering feed-lot
operations less attractive.

76. For the second year in a row, and after falling continuously in the
last few years, per capita consumption increased by almost 5 per cent in
1990, to 17.8 kgs. due to only a marginal rise in real retail prices. It
could have been expected that following the 8-9 per cent drop of both
producer and wholesale beef prices, retail prices showed a similar trend.
However, as explained in the last report, the fact that this did not happen
seems to have been the result of a very restrictive scheme for butchers for
retail outlets operated by the South African Meat Board. The scheme had
the effect of limiting competition among butchers. It was liberalized in
the last months of 1990, and price competition among butchers should now
play a better rôle. Beef consumption is expected to rise further this
year. Poultrymeat intake, which in recent years had increased in an
accentuated manner, has declined somewhat last year and a further drop is
expected in 1991.

77. The South African bovine meat market is now relatively well balanced
with a self-sufficiency ratio approaching 100 per cent (97.7 last year).
Under these circumstances, beef imports in 1990 were 60 per cent below one
year earlier and should decline by a further 4 per cent this year. Live
cattle imports follow a similar trend. A large share of South African
imports traditionally comes from neighbouring countries in the form of
frozen and chilled quarters and live cattle. Import quantities are
determined through mutual arrangement between the controlled areas and the
States concerned.

Policy developments

78. In November 1990, quantitative import restrictions of beef were
replaced by tariffs. The South African Meat Board is no longer the sole
importer of meat and any trader can thus import meat. A permit, issued by
the Meat Board, is nevertheless required to bring any meat, including
imported meat, into defined controlled areas. Since October last year,
sheep and goat imports are also free of import restrictions.
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1989 1990 ZChange Forecast ZChange1990/89 1991 1991/90

Cattle and calf
numbers-1/: 8,611.0 8,711.0 1.2 8,830.0 1.4

eef and veal-2/

Production 602.7 652.4 8.2 657.3 0.8

Consumption 653.3 667.9 2.2 670.0 0.3

Imports 57.9 23.1 -60.1 22.2 -3.9

1/,000 head, 31 August -2/'000 tons

Argentina

Despite falling output, lower consumption allows stable exports in 1991

79. Revised estimated data for 1990 show that the Argentinian cattle herd
may have increased for the first time since the brief growth registered in
1983-84. The increase of 1.4 per cent compared to 1989 put cattle numbers
at 50.2 million head. Furthermore, the current forecast for 1991 is for
another 1.6 per cent rise, suggesting that Argentina may at last be at the
threshold of a cattle herd rebuilding phase.

80. Inspected cattle slaughter 'around 74 per cent of total slaughter)
went up by 2 per cent last yedr. However, one factor indicating a possible
herd rebuilding phase is the declining participation of female cattle in
the slaughter mix. Although with 40.6 per cent it still remained
relatively high last year, it declined from 43 per cent in 1989 and was at
one of the lowest levels of the last decade when it averaged 43 per cent.
It is expected that cattle cull will decrease by 3.2 per cent this year and
female cattle participation in the slaughter should fall back again to some
39.5 per cent. Another important sign for the future beef production
capacity is the continuing decline of calf slaughter since 1987.

81. Higher slaughter and higher average weights resulting from increased
participation of adult male cattle in the slaughter mix may have resulted
in a 4 to 5 per cent production rise. The secretariat estimates 1990
production above 2.7 million tons. Although there are no revised
consumption data, it is clear that days are gone when the Argentinian per
capita beef consumption varied between 85-90 kgs. Causes for the decline
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are well known: generally deteriorated economic conditions, continuing
falling consumer incomes, but also depleted cattle herds and production
levels. Estimates suggest that this year's current per capita consumption
turns around 66-67 kgs.

ARGENTINA - PER CAPITA
BEEF CONSUMPTION

88

81

76

71

Kg.

88 I ,
1980 81 82 83 84 88 80 87 88 89 90 91(F)

82. Last year's production rise all went to the export markets. The
export volume was 451 thousand tons (25 per cent more than in 1989), for a
value of US$677 million, or an average value of US$1502 per ton f.o.b.
(more 3.4 per cent). Frozen meat exports increased by 37 per cent, the EC
being the major export market with 22.7 thousand tons. Hilton beef
exports, for which Argentina benefits from an EC import quota of
17 thousand tons, reached this level for the first time in recent years
(+31.6 per cent compared to 1989). Cooked and frozen meat exports
totalled 37.8 thousand tons, +30.5 per cent, and went mostly to the
United States (benefiting from the sanitary problems faced by Brazilian
exports to this market) and to the European Community. Corned beef exports
were also up, 53 per cent of which which went to the Community (mostly to
the Unitea Kingdom) and 26 per cent to the Unitea States. Current
projections put bovine meat exports this year at roughly the same level
than year earlier. Given the production trends, such a performance can
only occur at the expense of domestic consumption.
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1989 1990 ZChange Forecast ZChange1990/89 1991 1991/90

Cattle and calf
numbers-1/: 49,500.0 50,200.0 1.4 51,000.0 1.6

Beef and veal-2/:

Production 2,623.0 2,738.03 4.4 2,650.0 -3.2

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

Exports 360.0 451.1 25.3 450.0 -0.2

1/'000 head, 30 June -2/'000 tons -3/Secretariat estimates

Brazil

Beef exports remain low: imports rise due to a large purchase from the EC

83. Estimated cattle and calf numbers in Brazil were up by 2 per cent last
year to 139.6 million head. The economic instability in Brazil 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. Last year and as in
1986 and 1989, the Brazilian cattle industry was once more heavily affected
by the general economic situation. Following his election, the Brazilian
president introduced a new economic plan, the "New Brazil Plan" on
16 March 1990. The plan imposed an eighteen-month freeze on saving
accounts, introduced a new currency (the "Cruzeiro"), and thus sharply
reduced the availability of money. In the same period, it imposed a price
freeze, including meat retail prices.

84. The meat retail price freeze inhibited cattle commercialization
especially in the first half of the year (the normal production period in
Brazil). Producers retained cattle from slaughter and the value of
replacement and breeding cattle increased. Reduced cattle
commercialization led to shortages of beef favouring imports and the
consumption of poultry meat, while increased cattle prices rendered exports
less attractive. In September 1990 slaughter cattle price had jumped to
Cr$3,000, from Cr$500 in January. Only the importation of meat and the
abundant offer of poultry meat, along with the deterioration of consumer's
purchasing power, was able to force prices down again.
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BRAZIL - BEEF TRADE
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85. In 1990, cattle slaughter decreased by 2.6 per cent, to 13.1 million
head. However, average weight was 3.4 per cent higher than year earlier
and, as a result, beef and veal production increased by 0.9 per cent, to
2.8 million tons. Forecast production for 1991 is expected to remain at a
similar level. (It could be noted that recent official research on cattle
hide numbers between 1986 and 1989, has put into question data provided by
the authorities regarding cattle slaughter and production based on a
monthly counting of slaughters. According to the research in 1989,
21.8 million head were slaughtered, against only 13.5 million revealed by
the normal monthly slaughter counting. This means that in 1989 beef
production would have totalled 4.2 million tons, or 53 per cent more than
production calculated on the basis of the monthly counting. Furthermore,
this also signifies that apparent consumption would have been 27.9 kg. per
capita, more than 57 per cent above estimates. It should be stressed that
the differences do not result from an increased production of cattle hides
since 1986, but probably means that all the data supplied in the past
should be revised retrospectively). Despite declining incomes, beef and
veal consumption is believed to have increased last year by around 4 per
cent to 18.4 kg. This seems to be due to higher spending of consumer
savings.

86. The situation in the internal market had serious implications for
Brazilian bovine meat trade. Domestic prices were more attractive than
those in the international market and, despite the export liberalization
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measures implemented, Brazilian exports fell by 29 per cent. Furthermore,
the Cruzeiro re-evaluated sharply with the implementation of the Plan and
it did not favour exports. Thus, a number of export contracts were
cancelled and last year total beef and veal exports totalled only
230 thousand tons. Meanwhile beef and veal imports, also liberalized by
the new Government, rose and reached a level similar to that of exports, up
by 20 per cent over the previous year.

87. However, rising herd retention by producers also meant higher
availabilities, that is as long as the low population incomes persist (and
should the exchange rate policy become more favourable) Brazil may be back
on the international market at any time. Brazil will also have to solve
the sanitary problems which also affected its sales of canned meat to the
United States last year, if it wants to fulfil this target. In any case,
current forecasts for 1991 are for relatively unchanged export levels.
In the meantime, Brazilian imports this year will rise significantly,
reflecting the importation of 100 thousand tons of beef from the European
Community (of which at least 20 thousand would have already left the EC at
the time of writing). Apart from this operation, which is directed to the
formation of official buffer stocks, import levels this year are not
expected to differ much from 1990.

Policy developments

88. Meat retail prices remain frozen, but they may be liberalised or
readjusted at any moment, depending on the evolution of the official
programme to control inflation. Following the price freeze and in order to
try to avoid beef shortages, the authorities eliminated the bovine meat
import duties and decided to import the above mentioned 100 thousand tons
of EC beef for the formation of buffer stocks. In 30 January 1990, new
'farm laws" were adopted. Among other things, these laws implemented
countervailing duties on the importation of subsidized agricultural
products representing unfair competition for the domestic products (with
respect to the 100 thousand tons of beef imported from the EC. the
Brazilian producers have requested the Government to apply the
countervailing duties provided by the law). Finally, on the sanitary
field, the Ministry of Agriculture has launched a Programme regarding the
control of biologic residues on meats in order to meet importing countries
requests and the consumers protection.
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ZChange Forecast ZChange1989 1990 1990/89 1991 1991/90

Cattle anq1/calf
numbers- 136,814.0 139,550.0 2.0 142,000.0 1.8

Beef and veal1:

Production 2,775.0 2,800.0 0.9 2,800.0 0.0

Consumption 2,641.0 2,810.0 6.4 2,900.0 -0.4

Imports 192.0 230.0 19.8 330.0 43.5

Exports 323.0 230.0 -28.8 230.0 0.0

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

Uruguay

Despite continuing production fall, beef exports rise in the first months
of 1991

89. 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 8,723 head
by June 1990. That is to say that in two years, Uruguay's cattle herd
declined by 1.6 million head. Current projections are for a further
1-2 per cent fall in 1991 (-125 thousand head), to the lowest level in the
last twenty years.

90. However, the structure of cattle slaughter is still indicative of the
beginning of herd rebuilding. Not only are slaughterings estimated to have
fallen in 1990 by 15 per cent, but also the participation of female cattle
in the slaughter mix fell from an abnormal and drought-induced level of
almost 55 per cent in 1989, to fifty last year. Between 1 January and
13 April 1991, cattle slaughter decreased by almost 7 per cent, and female
cattle cull represented only some 34 per cent of the total. However,
steers slaughter went up by more than 21 per cent, reducing an already
rather low steer herd (which fell by 43 per cent between 1988 and 1990)
with the possible negative implications in future bovine meat production.
By the end of the year total cattle slaughter is forecast to fall by
16.5 per cent, with female cattle slaughter remaining around the percentage
registered during the first three and a half months and steer slaughter
rising by 4-5 per cent.
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91. The return to improved weather conditions and the consequent decline
in slaughterings last year lead to lower beef and veal production. Last
year improved pasture conditions (leading to slaughter weights well above
particularly low weights provoked by early killings due to the drought in
1989) allowed for a production fall of "only" 8 per cent. Lower slaughter
will result in a further production drop this year, and current forecasts
are for a 13 per cent decline to 306 thousand tons.

92. Last year retail prices more than doubled and per capita consumption
fell by 9 per cent to an estimated 60 kgs. The consumption fall also
reflected lower production and increased exports. The continuing
production decrease should result in further price rises and reduced
consumption which is currently seen at 60 kgs.

URUGUAY - BEEF EXPORTS
BY MAIN DESTINATIONS
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93. In 1990, beef and veal exports rose by some 35 thousand tons, despite
a production drop of approximately 30 thousand tons. This was possible
thanks to the consumption decline. Indeed, the production fall coincided
with a moment of strong import demand. Undoubtedly, the difficult
situation in Brazil was, for the second consecutive year. 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
(70 thousand tons, product weight, against 36 thousand year earlier) at
higher prices. The EC, Israel, Egypt, the United States and the

EO17 ISRAEL12IRAN10
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Soviet Union were its other major markets last year and the average export
value for deboned frozen meat was US$1,309 per ton f.o.b., up by 11 per
cent on year earlier.

94. Despite a declining production, between 1 January and 14 April 1991,
beef and veal exports were again 13.8 cent higher then year earlier,
reaching 36.8 thousand tons. The average export value per ton f.o.b. was
at US$1,378 also up by 11.9 per cent, while the EC, Brazil, Israel and the
United States were, in that order, the major export markets. This export
trend during the first three-and-a-half months of the year, along with
lower production levels, clearly suggest that consumption is decreasing.
Last December forecast had seen 1991 exports well below last year's level.

1989 1990 ZChange Forecast ZChange
1990/89 1991 1991/90

Cattle and calf
numbers-1/: 9,446.0 8,723.0 -7.7 8,598.0 -1.4

Beef and veal-2/ :

Production 383.0 353.0 -7.8 306.0 -13.3

Consumption 200.0 184.0 -8.0 180.0 -2.2

Exports 177.0 212.0-3/ 19.8 147.5-3/ -30.4

-1/,000 head, 30 June - 2/ '000 tons - 3/Secretariat estimates

United States

Herd rebuilding and high cattle prices result in sharply increased live
cattle imports

95. Although at a slower pace than in previous cycles, cattle herd
expansion in the United States is now well under way. At 99.4 million
head, the 1 January 1991 cattle inventory (which excludes the calf crop and
imports) was 1.3 per cent above year earlier. While dairy cow numbers
declined by 0.8 per cent, the beef cow herd expanded by 1.5 per cent. In
the same period, replacement beef heifers increased by 3 per cent, while
replacement dairy heifers were down by 1 per cent. The 1990 calf crop
totalled 39.9 million head, 0.6 per cent below 1989, but was compensated by
sharply higher imports and falling calf and cattle slaughter. This year
total cattle inventory expansion is expected to accelerate, due to rising
cow numbers, limited cow slaughter rise and increased replacement heifers.
As a result, the calf crop is also expected to rise.
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96. Feedlot placements remained high in 1990 reflecting lower calf
slaughter and sharply increased feeder cattle imports. Following
deteriorated grazing conditions and low temperatures last fall, large
numbers of feeder cattle were forced out of pastures resulting on higher
feedlot placements. As cattle on feed inventories remained above year
earlier and marketing fell, this year demand for feedlot placements is
foreseen to fall. Increase in feeder cattle marketings this year should be
limited by expected reduced slaughter levels. However, fed cattle
marketing are expected to remain above last year's level.

97. Beef and veal production fell by 1.6 per cent last year to
10.5 million tons, due to decreased slaughter levels (-2.9 per cent). The
lower decline of production is explained by increased fed cattle average
slaughter weights. This year, production is expected to show some rise
(+1 per cent) partly due to a slight increase in slaughter numbers, but
mostly as the result of increased fed cattle marketings. Dairy cow
slaughter should rise reflecting falling milk prices, but beef cow
slaughter is expected to decline as demand for beef cows and replacement
heifers remains strong.

98. In 1990, per capita beef consumption decreased by 2.4 per cent due to
the production fall, a 5.6 per cent retail price rise and probably also
declining disposable incomes. Furthermore, such as in recent years, plenty
supplies of cheaper poultry meat continued to hamper any beef consumption
growth, now falling uninterruptedly since 1986. In 1991, the retail prices
rise is foreseen to be more moderate and per capita consumption fall may be
halted, although supplies of other meats are expected to expand further.

99. The average price received by producers increased by 7 per cent last
year, due to increased fed and feeder cattle prices. Low fed cattle
supplies and low non-fed cattle slaughter led to rising fed cattle prices,
pushing feeder cattle prices up. A similar scenario could occur in 1991
and prices for both categories of cattle (also supported by lower grain
prices) are consequently expected to average somewhat above last year's
levels.

100. With more than 1 million tons, beef and veal imports increased by
8 per cent last year. Imports from Australia increased steeply (+41 per
cent) because of drought, induced large slaughter and high prices in the
United States. Meanwhile, imports from New Zealand fell significantly
(-10.6 per cent) due to herd rebuilding there following two years of
drought. Imports from Canada remained unchanged, while imports of canned
cooked meat from Argentina increased (+11 per cent) at the expense of
Brazil, faced with the impossibility of providing the required residue
samples without which the United States law forbids imports. While total
imports this year are expected to fall somewhat, the Meat Import Law
trigger level for the current year has been lowered by 3.5 per cent, to
598 thousand tons (product weight).
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U.S. - LIVESTOCK/FEED PRICE RATIOS
(Omaha)

Ratio
60

~~! t.II

,;I,,ll,Beef steer-corn l,

Hog-corn II

40 V1-4-HT'

20

JAN 80JUNE JAN 87JUNE JAN SS8JUNE JAN 89JUNE JANE 80JUNE DEC

101. Lower beef exports to Japan (-29 per cent), related to accumulating
stocks in that country, were partly compensated by higher exports to Canada
(U.S. beef exports there more than doubled, to reach 65 thousand tons) and
the Republic of Korea (44 thousand tons, up by 69 per cent). Total beef
exports were consequently only reduced by 1.7 per cent.

102. As indicated, live cattle imports increased sharply last year:
+47 per cent, to 2.1 million head. This was due to high cattle prices in
the United States which attracted, in particular, feeder or slaughter
cattle both from Mexico and Canada. Although the Mexican Government has
lifted some of the measures which have hampered Mexican exports in the
past, live cattle imports from this country in 1991 may be affected by
drought and reduced inventories. On the contrary, increased cattle numbers
in Canada may result in similar levels of live cattle exports, if not
higher, to the United States.
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1989 1990 ZChange Forecast ZChange
1990/89 1991 1991/90

attle anq/calf 3/
numbers-1/: 98,065.0 98,162.0 0.1 99,436.0- 1.3

Beef and veal-2/:

Production 10,634.0 10,465.0 -1.6 10,585.0 1.1

Consumption 11,197.0 11,048.0 -1.3 11,181.0 1.2

Imports 987.0 1,068.0 8.2 1,030.0 -3.6

Exports 464.0 456.0 -1.7 472.0 3.5

1-/'000 head, 1 July -2/'000 tons -3/Actual

Canada

Sharply increased live cattle exports reflect low beef cattle supplies in
the United States

103. In 1990, Canada went through its third year of cattle herd expansion.
The increase, +1.2 per cent, put total cattle numbers at close to
12 million head by January 1991. As it is the case since it begun, herd
expansion was due to growing beef cattle numbers (both cows and breeding
heifers representing 40 per cent of the total herd and a 7.8 per cent
rise), while dairy cattle numbers (18 per cent of total herd) continued to
decline (-1.3 per cent). Steers and heifers (not for breeding) declined by
4-5 per cent, due to record higher feeder cattle exports. A similar
evolution is expected for 1991, but with a stronger growth of beef cattle
numbers (+4.3 per cent) and a more significant decline of those of dairy
cattle (-5 per cent).

104. Cattle herd rebuilding is reflected in slaughter data. Last year
total slaughter (excluding live slaughter cattle exports) fell by 7.5 per
cent, with particular emphasis on female cattle and calf slaughter,
-10.8 and -8.4 per cent, respectively. The increased proportion of adult
male cattle in the total slaughter mix led to a 2.2 per cent average
carcass weight rise. As a result, output reduction was limited to 5.7 per
cent, production totalling 923.6 thousand tons. A further decline is
projected for the current year but, as from next year, beef and veal
production should be up again.

105. Lower production and higher real retail prices resulted in lower beef
consumption last year (-3.3 per cent, to 38 kgs.). The same trend is
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expected for 1991, but it is expected that beef intake will recover as from
1992. Fecter cattle prices remained strong in 1990. Contributing to the
strong feeder cattle prices was a sharp rise in live slaughter cattle
exports to the United States (+64 per cent). 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 and changing location of the
beef cattle industry from the East to Western Canada, mainly Alberta.
There, new slaughter and more performant facilities have been built, while
olaer slaughter plants in the East were closed.

106. As the result of increased cattle numbers and sharp increases of
feeder cattle exports, total marketings (total slaughter plus live exports,
minus live imports) went up by 1 per cent. This year, despite expanding
inventories, lower cattle exports to the United States should result in a
3 per cent decrease of marketings. However, continuing tight North
American beef supplies and steady demand conditions which are expected to
result in relatively attractive prices in the United States, remain good
premises for sustained cattle prices in Canada through the year.

CANADA - LIVE CATTLE EXPORTS
TO THE UNITED STATES

Thousand head
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107. Lower beef and veal production resulted in increased imports, +19 per
cent, and stagnant exports last year. Imports, 18 thousand tons, came from
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the United States as far as fresh meat was concerned (62 thousand tons,
product weight) while frozen meat came mostly from Australia (32 thousand
tons, product weight, up by 52 per cent) New Zealand (23 thousand tons,
unchanged from year earlier), Nicaragua (16 thousand tons, -20 per cent).
The main supplier of canned meat was the United States. Practically all
109 thousand tons went to the United States. The average export price for
frozen boneless beef was US$2,078 per ton f.o.b., -19 per cent compared to
year earlier. As indicated, live cattle exports which virtually all went
to the United States, rose sharply. The rise was due to the export rise of
both slaughter and feeder cattle and reflects the United States low cattle
and calf inventories.

Policy developments

3
108. Reportedly , "the Canadian International Trade Tribunal (CITT) gave
notice last February that it will review the findings of the Canadian
Import Tribunal of 25 July 1986, concerning the countervailing duties on
exports of subsidized EC beef. A public hearing should have taken place on
21 May 1991 to hear representations by interested parties. The CITT review
should be completed and a decision rendered on the existing countervailing
duties towards the end of July 1991". Participants will recall that a GATT
panel established by the Committee on Subsidies and Countervailing Measures
found that, in this case, the imposition of countervailing duties was not
in conformity with Canada's obligations under the Code.

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

3Market Commentary, Agriculture Canada, March 1991

4Document SCM/85, 13 October 1987

1989 1990 ZChange Forecast ZChange1990/89 1991 1991/90

Cattle an! calf
numbers-/: 11,016.1 11,145.6 1.2 11,197.5 0.5

Beef and veal-/

Production 979.6 923.6 -5.7 893.0 -3.3

Consumption 1,031.2 1,011.2 -1.9 981.0 -3.0

Imports 158.3 188.9 19.3 173.0 -8.4

Exports 109.0 109.0 0.0 115.0 5.5
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Australia

As cattle herd rebuilding continues, beef exports should fall in 1991

109. Current estimates for the March 1991 census, suggest the continuation
of slow cattle herd expansion in Australia. At 24.4 million head, numbers
have increased by about 1 per cent. Herd expansion seems to be partly
related to increased export opportunities, especially to the South Asian
markets, but may also reflect moves (although limited) frou wool into the
beef industry, reflecting low returns from wool and following the
suspension of the wool floor price last February.

110. The slow herd expansion rate is largely due to significantly increased
slaughter levels in 1990. Total cattle slaughter was 9 per cent higher
than in 1989. Calf slaughter almost doubled and female cattle cull grew by
14 per cent, largely reflecting the dry conditions during the first months
of the year. The return to more normal seasonal conditions is expected to
result in cattle slaughter decline this year. Furthermore, floods in
Queensland last January resulted in slaughter levels well below those of
last year, during the first two-three months of 1991. As a result, (slow)
cattle herd expansion seems set to continue this year.

111. As increased cattle slaughter meant higher beef and veal production
last year, in 1991 production could fall by about 3 per cent as a result of
lower cattle cull, and slightly declining average slaughter weights as the
proportion of adult male cattle in total slaughter is expected to decline.
Floods in the beginning of the year disrupted the transport of livestock to
saleyard- resulting in price strengthening. Herd rebuilding coupled with a
relatively sound export demand (although maybe less buoyant than last
year), should induce firm producer prices this year recovering somewhat
from the falling trend observed in the second half of 1990. However, the
end of the import quota system in Japan and high beef stocks there
introduces a note of uncertainty and may have, in the short term, an
unfavorable impact on Australian beef prices.

112. In 1990, per capita consumption of beef and veal fell by 4.5 per cent
as the production rise was virtually all directed to the export markets and
retail prices were up by 5 per cent. This year increased saleyard prices
as well as higher processing and marketing costs, should again result in
higher retail prices. Although consumer incomes are foreseen to rise
somewhat, per capita beef and veal consumption is expected to fall again
slightly to some 39.5 kgs. (-1.3 per cent).
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AUSTRALIA
EXPORTS TO -THE U.S. AND JAPAN
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113. According to revised figures, Australian beef exports last yearincreased by 13 per cent, to 1,181 thousand tons reflecting high levels ofcattle slaughter. The growth was mainly due to increased sales of frozenmeat to the United States (+24 per cent) and to a less extent to Canada, aswell as of chilled beef to Japan (+7.5 per cent). Current prospects forthis year are for an 18 per cent export drop. Among the reasons for thisforecast is the production decline which will mainly affect exports to theUnited States (expected to have been considerably reduced during the firstsix months). The uncertainty regarding the Japanese market evolution thisyear will also add to the pressure for lower exports, although Japaneseimports of chilled beef could be less affected than those of frozenproducts (not only the Japanese beef stocks are of frozen meat, but thereis also a trend in Japanese imports towards growing chilled beef purchasesand falling frozen beef purchases).

114. Last year, with the exception of Singapore and the Philippines,Australian beef exports to all Other Asian countries increasedconsiderably. Sales to South Korea, in particular, were up by 20 per cent,totalling 70.5 thousand tons, shipped weight. Despite a possible Koreaneconomic slow down and increased competition from New Zealand, perspectivesremain good and a further Australian beef export growth to this countrycould occur this year.
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1989 1990 %Change Forecast %Change
1990/89 1991 1991/90

Cattle an1/ calf
numbers- : 23,953.0 24,159.0 0.9 24,403.0 1.0

eef and veal2

Production 1,574.0 1,719.1 9.2 1,657.0 -3.6

Consumption 706.2 684.0 -3.1 683.0 -0.1

Exports 1,041.4 1,181.1 13.4 970.0 -17.9

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

New Zealand

Higher cattle numbers to result in increased exports in 1991 and 1992

115. According to the June 1990 census, New Zealand cattle numbers
increased by 3 per cent, to 8,065 thousand head, reflecting higher dairy
and beef cattle numbers, up by 4.2 and 3.4 per cent respectively. As noted
in the last report, the increases were due to improved seasonal conditions
after two years of severe drought, the relatively favourable dairy market
outlook in 1989 and higher returns for beef. Current prospects for the
June 1991 census are for the continuation, but slow down of herd growth.
Dairy cow numbers should continue to increase and, although available data
suggests a 0.4 per cent decline in beef cow numbers, it is expected that
the retention of dairy-bred calves for beef production will rise
significantly.

116. Improved conditions mentioned above led to lower cattle slaughter last
year (-7.6 per cent), with major drops in both calf (-15 per cent) and cows
and heifers (-7 per cent) cull. In 1991 cattle slaughter should rise in
response to expected price levelling-off and as slaughterings adjust to
more normal level of offtake. However, the rise should be relatively
limited (around 2 per cent), allowing for herd expansion to continue, an
expansion expected to go at least through 1992.

117. Plentiful feed supplies were supportive of longer feeding periods last
year resulting in higher slaughter weights. This weight rise allowed for a
limited production drop, -1.3 per cent, to 511.5 thousand tons. Assuming
good seasonal conditions and good beef export returns, production is
forecast to rise by some 3-4 per cent both in 1991 and 1992. Beef producer
returns increased by 10 per cent in 1991 and, although they levelled-off in
the last quarter of 1991. seem to have remained firm during the first
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quarter this year. Nevertheless, current forecasts are for an average
10 per cent fall in producers' returns this year followed by a relative
stability at that level in 1992.

NEW ZEALAND - BEEF INDUSTRY
Thousand tons
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118. Lower beef supplies resulted in increased retail prices (+7.8 per
cent) and falling consumption for the second year in a row. At 32.8 kgs.
per capita, the consumption fall last year was 3.8 per cent. Along with
the output growth, it is expected that the retail price rise this year and
the next will be relatively limited. As a result, beef intake is foreseen
to recover.

119. Falling cattle slaughter and lower beef supplies resulted also in
decreased beef exports. The fall of -4.3 per cent to 417.5 thousand tons,
reflects reduced sales (-4.5 per cent) to the United States, New Zealand's
major export market (accounting for roughly 75 per cent of New Zealand
total exports), and also to Japan. An increased average export price of
US$2.692 per ton f.o.b. (+3.9 per cent) limited the export value fall to
1 per cent. While estimates for the first quarter 1991 suggest that beef
exports Increased by 13 per cent compared to year earlier. it is expected
that higher cattle numbers this year and the next, together with higher
slaughter weights, will lead to increased beef exports.



IMC/W/79
Page 46

1989 1990 ZChange Forecast ZChange
1990/89 1991 1991/90

Cattle and calf
numbers- : 7,828.4 8,065.0 3.0 8,200.0 1.7

Beef and veal-2

Production 518.4 511.5 -1.3 528.5 3.3

Consumption 119.0 110.4 -7.2 117.5 6.4

Exports 436.3 417.5 -4.3 440.0 5.4

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

Japan

High stocks and uncertainty regarding market liberalization: 1991 beef
imports seen lower

120. Cattle numbers in Japan approached 4.8 million head by February 1990,
an approximate 2 per cent rise on year earlier due to higher numbers of
both beef and dairy cattle and the highest annual rise since 1984. Beef
cattle (Wagyu) totalled 2.7 million head, marking a 2 per cent increase
over 1989, while dairy cattle was up by 1.3 per cent. 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 last year.

121. Cattle slaughter remained relatively unchanged in 1990 compared to
year earlier. Indeed, slaughter diminished during the first half of the
year, reflecting increased producer prices during most of the period.
However, by May producer prices had begun to decline leading to increasing
slaughter through the rest of the year (by December 1990, dairy steer
prices were down by 4 per cent and Wagyu steer prices by 10 per cent). The
price fall appears related with increased stock levels which, by the middle
of the year had surpassed 150 thousand tons.

122. Beef and veal production increased by 0.5 per cent, to 551 thousand
tons, reflecting especially increased Wagyu cattle numbers and growing
slaughter in the second half of the year and a similar growth in slaughter
weights. Per capita beef and veal consumption is estimated to have
increased by 12.8 per cent, to 8.8 kgs. last year, despite an average
5 per cent retail price rise (Medium Grade). The retail price increase
continued despite the wholesale price decline (-18.5 per cent for dairy
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steer B-2, Tokyo, quality considered to be almost equal to that of imported
chilled beef), while retail prices for imported beef rose by 19.7 per cent,
despite the beef stock accumulation (consumption of imported beef last year
is not available, but it was expected to have increased). Per capita
pigmeat consumption rose by only 2.4 per cent (despite a price at half that
for beef) while poultrymeat consumption may have increased by about 10 per
cent, with a price three times lower than that of beef and at a much lower
price rise of +2 per cent.

JAPAN - BEEF INDUSTRY
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123. The increase in beef consumption appears consequently more related to
growing per capita disposable incomes than to anything else. The Japanese
authorities believe that consumers' preference now goes increasingly to
high quality leaner beef, suggesting that consumers are ready to pay for a
more expensive product. The fact that retail prices do not conveniently
reflect wholesale price movement has been partly explained by technical
reasons. -s estimated that the beef trade :iberalisation through which
Japan has been undergoing since 1988, will lead to lower producer and
consumer -:ries which allows hope for the continuing growth of beef
consumption in the next few years.
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124. In 1990, beef and veal imports increased by around 7 per cent, to some
536 thousand tons. When compared to the two previous years (+17.3 per cent
in 1988 and +30 per cent in 1989), the rise appears relatively modest. The
reasons seem to be the accumulation of stocks, continuing high retail
prices hampering further consumption growth and probably also by now the
uncertainty concerning the impact on the domestic market on the end of the
import quota system as from 1 April 1991. Beef and veal stocks by the end
of last year totalled 165 thousand tons. It is expected that this level of
stocks will lead to a weakening import demand for at least frozen meat
through 1991, when imports are seen 7 per cent below last year's level.
However, it is believed that in the longer term when the repercussions of
the trade liberalisation measures will be fully felt in the distribution,
wholesale and retail sectors, Japanese beef imports will rise considerably
beyond current levels.

125. Last year imports from Australia increased by 10.9 per cent, while
those from the United States were up by 9.4 per cent (according to Japanese
statistics, because the United States data show a 29 per cent drop in
exports to Japan). Australia, which in 1989 had seen its share of the
Japanese market decline, has reversed this trend especially at the expense
of New Zealand, and accounted again for 52.2 per cent of the market,
benefiting from a significant increase in Japanese imports of chilled beef.
It seems that the rise in imports from Australia has also something to do
with increasing Japanese investments and involvement in the Australian
bovine meat sector. The United States market share also grew somewhat,
reaching 43.1 per cent. The Japanese frozen beef stocks situation and the
growing interest for chilled beef should affect more imports from the
United States than those from Australia this year.

Policy Developments

126. In accordance with the measures that the Japanese government had
decided to implement unilaterally in July 1988, the import allocation
system on beef was terminated as from 1 April 1991. Since then the
Livestock Industry Promotion Corporation (LIPC) is no longer involved in
the pricing, purchase or sales of imported beef. The system has been
replaced for the Japanese Fiscal Year (JFY) 1991 by an import tariff rate
of 70 per cent, down to 60 per cent for the JFY 1992 and 50 per cent in
1993. During and after JFY 1994, the tariff rate will not be raised above
the JFY 1993 level and will be subject, at that level, to tariff
negotiations in the Uruguay Round (see details on IMC/INV/10/Rev.5).

127. The beef stabilisation prices, unchanged for a number of years, have
been decreased regularly since 1986. For 1991 they have been fixed at
1,250 yen/kg., the upper stabilization price (-2.7 per cent) and at
960 yen/kg., the lower stabilization price.
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%Change Forecast %Change1989 1990 1990/89 1991 1991/90

attle an /calf
numbers-/: 4,682.0 4,760.0 1.7 4,880.0 2.5

Beef and veal1:

Production 548.0 551.0 0.5 560.03/ 1.6

Consumption 994.0 1,067.0 7.3 1,090.03/ 2.2

Imports 502.0 536.03/ 6.8 515.03/ -3.9

Stocks 140.0 165.0 17.9 75.03/ -54.5

2/'000 tons1/ '000 head, 1 February 3/ Secretariat estimate


