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ACTIONS TO INCREASE U.S. AGRICULTURAL EXPORTS
The goal of the National Export Initiative to double U.S. exports will only be achieved by completing specific actions that increase markets for U.S. goods and services.  U.S. agriculture can increase its level of exports and contribute even more to reducing the U.S. trade deficit by the aggressive action of the U.S. government to expand markets and reduce barriers. 
The U.S. Department of Agriculture (USDA) forecasts fiscal year 2010 agricultural exports at $104.5 billion, with agricultural imports for fiscal year 2010 at $76.5 billion.  The resulting $28 billion trade surplus depends on continuing strong world demand for the products from U.S. agriculture. The U.S. must act to increase its economic competitiveness and reduce foreign government barriers that hinder U.S. agricultural exports.

Efforts To Expand U.S. Agricultural Exports
The Foreign Agricultural Service (FAS) executes USDA’s strategy for expanding foreign market access for U.S. agricultural products. FAS works to build new markets, reduce Sanitary and Phytosanitary Measures (SPS) barriers, improve the competitive position of U.S. agriculture in the global marketplace, and provide food aid and technical assistance to foreign countries.  FAS has the primary responsibility for market development, trade agreements and negotiations and the collection and analysis of market information.
Market information, improved trade infrastructure and open access are necessary to take advantage of the opportunities for U.S. agricultural exports for farmers and ranchers.  The various programs operated by the FAS, cooperators and state-regional trade groups assist all of agriculture to promote U.S. products and meet the national requirements to do business in foreign markets. 

Market information is an area that offers tremendous benefit to exporters. The FAS provides a wealth of country and market specific data–this effort must continue.  The successes and failures of marketing efforts should be made available to agriculture so that producers, processors and exporters may appreciate and utilize the experience to assist their businesses. 

Recommendation:

USDA should work to provide more immediate international market information, including the results of trade missions and promotion efforts to U.S. agricultural producers.

The physical infrastructure supporting trade is a necessary component of U.S. agricultural competitiveness.  Our transportation and port systems allow our products to move efficiently, while preserving quality, at a cost competitive price. Improvements to inland waterways, highways, ports and rail for agricultural exports must be constantly supported.  Our nation has built, at considerable public cost, an efficient and effective continental transportation system across all modes.  This advantage for all exports, especially commodity agricultural products, must be maintained.

Recommendation:

Increased emphasis should be placed on improving the physical infrastructure and operations of the U.S. inland waterways, highway, port and rail transportation systems that are vital to the continued competitiveness of U.S. agricultural trade.

Comments on SPS Measures

Expanding meat trade has been one of the strategic highlights of agricultural exports over the past 10 years. Nearly one in seven broilers produced at home is consumed overseas, with one in 10 hogs also moving offshore. These are industries that require considerable capital investment, that also generate a product with limited shelf life. In essence, when a chicken, hog or sheep is ready to go to market, it must move in a limited period of time. It is this short delivery window that makes the livestock sector particularly susceptible to short-term, arbitrary decisions on the part of other governments to appeal to SPS issues as barriers to trade. Overnight a foreign government can make a decision disrupting supply chains which may take months, if not years, to adjust.  That adjustment process almost always entails someone going out of business. This problem is not just linked to the livestock industry, but has been particularly acute for our meat products over the last few years. The USTR report, 2010 Report On Sanitary and Phytosanitary Measures, details the barriers to U.S. agricultural exports.  The FAS, Animal and Plant Health Inspection Service (APHIS) and Food Safety and Inspection Service (FSIS) all work to overcome these barriers for U.S. farmers and ranchers and their work must be strongly supported.  Special attention must be paid to removing barriers to poultry exports due to avian influenza and pathogen reduction treatment restrictions, securing access for products containing biotech-derived ingredients, restoring full access for U.S. beef, and removing restrictions on pork products due to H1N1. 

Beef 

The European Union (EU) has banned the use of hormones in food-producing animals since the late 1980s.  The U.S. Food and Drug Administration approves the use of growth-promoting hormones for U.S. beef cattle production.  Since 1996 the U.S. has pursued a case against the EU before the World Trade Organization (WTO) contesting the hormone ban as a violation of the SPS Agreement.  In May 2009, the U.S. and EU reached an agreement to allow expanded entry for U.S. “hormone-free” beef into the EU.  The issue of EU restrictions on U.S. beef remains and is still operating as a barrier to exports of all U.S. beef.
Japan continues to limit U.S. beef to product from animals 20 months of age and younger.  The World Organization of Animal Health (OIE) has determined that the U.S. is a “controlled risk” nation for BSE and that U.S. beef is safe for import according to OIE guidelines.  Japan’s refusal to follow OIE guidelines is a significant trade barrier to U.S. beef exports.  Japan was the No. 1 export market before a single BSE case in Dec. 2003 prompted the closing of the Japanese market. Sales of U.S. beef have dropped from more than $1.4 billion in 2003 to $380 million in 2008.
China continues to ban the import of U.S. beef with a BSE import ban instituted in Dec., 2003.  China is not following its obligations under the WTO SPS Agreement or the applicable OIE guidelines.

Pork 

In May 2009, China instituted a ban on the import of U.S. pork products in response to the outbreak of H1N1 virus in the U.S., despite the scientific consensus that H1N1 was not spread by the consumption of pork.  China has recently assented to the reopening of its markets to U.S. pork.
Russia also instituted bans on U.S. pork due to the H1N1 virus that have since been lifted.  Russia consistently acts to periodically block the import of U.S. products, on SPS grounds, by the operation of their export certificate program.

Poultry 

Since 1997 the EU has maintained a prohibition on the import of poultry products that have been processed with chemical pathogen reduction treatments (PRTs) to eliminate microbial surface contamination.  Scientific reports from EU agencies have concluded that the importation and consumption of poultry processed with PRT’s does not pose a risk to human health and safety.  The European Commission in 2008 advanced a proposal to allow for the limited importation of poultry treated with PRTs.  This proposal was rejected by the European Parliament and the EU Agriculture and Fisheries Council.  Responding to these actions the U.S. brought a case against the EU before the WTO in 2009.  The continued existence of this barrier keeps U.S. poultry from the EU market.
In Jan. 2010, Russia banned U.S. poultry due to the use of chlorine-based pathogen reduction treatments by U.S. poultry processors. Russia had for many years been the No. 1 export market for U.S. poultry, with more than $700 million in sales in 2009. During a recent meeting in Washington, Russian President Medvedev and President Barack Obama announced that Russia will end its ban on U.S. poultry imports. Once U.S. processors have certified that they use other approved pathogen reduction treatments, U.S. poultry products will be able to resume their place in the Russian market.

China restricts U.S. poultry imports through the operation of a low pathogenic avian influenza program.  These restrictions are inconsistent with OIE guidelines.

Tobacco

A recently enacted law in Canada, the Cracking Down on Tobacco Marketing Aimed at Youth Act, will affect exports of U.S. burley tobacco that are used in the production of traditional blended cigarettes.  The law limits the use of flavoring in tobacco and will act to discriminate against the use of burley tobacco in cigarettes.
Burley is one of the tobaccos used in “American blend” cigarettes.  Under the new provisions “American blend” tobacco will be prohibited in Canada.  While the legislation was originally intended to address concerns related to candy flavored tobacco products targeted to young people, the law goes much further and effectively bans all “American blend” cigarettes.  The act prohibits all flavor additives in all cigarettes, in effect banning the type of cigarette that represents a major portion of the world’s tobacco market.  
The operation of this law will severely affect American tobacco producers.  Additionally, we are concerned that if other nations follow Canada’s lead in banning legitimate products made with burley tobacco, the market for American tobacco could be jeopardized.  This law acts as a de facto ban on the import of American blend cigarettes and runs contrary to trade obligations.

Genetically Modified Organisms (GMO’s)
The EU has failed to comply with its WTO obligations to provide for a science-based, timely and predictable process for regulatory review of agriculture and food biotechnology products.  U.S. agriculture, food and biotechnology industries support the U.S. government’s efforts to resolve this dispute to normalize trade with the EU in agricultural biotechnology products. Because of the EU’s role in many African countries in particular, these actions are cutting off our trade not just with the EU but several other countries as well.
In 2006, the WTO ruled that the EU was not in compliance with its trade obligations with respect to trade in GMO’s.  This ruling granted the U.S. the right to retaliate on European goods. However, U.S. industries supported the decision of the U.S. government to suspend further action, for a limited period of time, to provide the EU an opportunity to demonstrate meaningful progress toward a functioning regulatory process that will help normalize trade in biotech products.  
U.S. agriculture has suffered substantial damage from the EU’s failure to abide by its WTO commitments and this damage will continue to grow as long as the EU does not comply with the WTO ruling.  The inability of the EU to operate a timely and predictable regulatory process ended U.S. corn exports in 1998 and has reduced corn byproduct exports substantially.  If the EU does not immediately begin to make timely, science-based regulatory decisions on pending and future applications, soybean exports also are at serious risk.

Australia

The Free Trade Agreement (FTA) between Australia and the U.S. left several unresolved issues for the application of SPMs on U.S. agricultural products.  Access is limited by Australia for apples, stone fruit, raspberries and poultry products.  There are continuing restrictions by Australia on the imports of U.S. whole grains and U.S. beef.  Australia’s regulatory process for products from biotechnology limits exports of feed grains.
National SPS barriers are having a continuing impact on U.S. agricultural exports.  These barriers need to be the object of action by the USTR, the USDA and other interested government agencies.  Actions by foreign governments to reduce and eliminate these SPS barriers can significantly improve export prospects and opportunities for U.S. farmers and ranchers.  Continuing attention to international standards setting bodies such as the OIE, Codex and the International Plant Protection Convention, will also expand trade by reducing SPS barriers.

Recommendations:
USTR and USDA must place an emphasis on removing foreign SPS barriers to U.S. agricultural exports.  
USTR should initiate a retaliation proceeding against the EU to force compliance with the WTO ruling on GMO’s.  

Retaining the U.S. Competitive Edge through Negotiations
By the end of 2010, there will be more than 600 bilateral and regional trade agreements in place worldwide.  These agreements are effectively replacing global agreements, such as the WTO’s Uruguay Round Agreement on Agriculture, as the engine of growth in world trade.  The United States is engaged in fewer than 20 of these trade agreements.  

WTO members are required to notify trade agreements in which they participate to the WTO.  Nearly all of the WTO’s 153 members have notified participation in one or more trade agreements; some members are party to 20 or more agreements.
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As of February 2010, 462 trade agreements had been notified to the WTO.  Between 1948 and 1994, the WTO (then the GATT) received 123 notifications of trade agreements.  Since 1995, more than 300 additional agreements covering trade in goods and services have been notified.  This, and the accompanying graph, illustrates the rapid expansion of bilateral and regional trade agreements; a rapid expansion of which the U.S. is not a part.

Potential FTA Partners
The United States signed free trade agreements with Colombia (the Colombia Trade Promotion Agreement or CTPA) on Nov. 22, 2006; Panama (the Panama Trade Promotion Agreement or PTPA) on June 28, 2007; and South Korea (the KORUS FTA) on June 30, 2007.  Congress has not yet taken up any of these agreements.  Our competitors, however, are not waiting for passage of these preferential U.S. agreements and are in the process of negotiating agreements with Colombia and Korea.

Colombia-Canada FTA – On Nov. 21, 2008, Canada and Colombia signed a free trade agreement.  Upon implementation, the FTA will result in lower barriers to trade between the two countries, with faster tariff elimination for those products that are of greatest importance in Canada, including Canada’s main agricultural exports to Colombia.  In June 2010, the government of Canada approved the Colombia-Canada Free Trade, Labour Cooperation and Environment Agreements.  This agreement will now enter into effect before the CTPA and Canadian exporters will gain a significant competitive advantage over the United States in the Colombian market for products such as beef, pork, wheat, barley, pulses, and non-tropical fruits such as apples, peaches and berries. 

Colombia-European Union FTA – After holding nine rounds of trade negotiations, the EU has concluded free trade agreements with Peru and Colombia.  The trade deal is expected to boost exports of European products to the Latin American countries.  The agreement could be implemented as early as 2012.

Colombia-Mercosur FTA – On Dec. 30, 2005, Colombian President Uribe signed a law that ratified a free trade agreement between Colombia and Mercosur (Southern Common Market, a South American regional trade group that includes Argentina, Brazil, Paraguay and Uruguay).  The agreement allows Colombia to import agricultural products and other goods from Mercosur at lower costs due to reduced tariffs resulting from the agreement.  For example, Mercusor partners are now able to export corn to Colombia at a tariff rate of 7 percent; the United States currently is assessed a tariff of 15 percent.  Under the CTPA, U.S. corn exports would immediately face a tariff of 0 percent, putting U.S. farmers and exporters at an advantage over other South American suppliers.

U.S. agricultural exports to Colombia dropped in 2009 largely because Colombia’s FTA with Mercosur went into effect.  With the elimination of agricultural tariffs between these South American countries, the U.S. share of Colombia’s grain imports fell by 57 percent. This market was filled by Brazil and Argentina.

Panama-Canada Free Trade Agreement – On Aug. 11, 2009, Panama and Canada completed negotiation of a free trade agreement.  According to the Canadian government, the agreement will “help level the playing field for Canadian exporter’s vis-à-vis competitors that are seeking preferential access to the Panamanian market (e.g. the United States).”  If this agreement enters into effect before the PTPA, Canadian exporters will gain a significant competitive advantage over the United States in the Panamanian market for products such as beef, frozen potato products, beans, lentils, pork, malt and other processed foods.
South Korea-European Union FTA – In Nov. 2009, the EU signed a free trade agreement with Korea.  This agreement mirrors the stalled deal Korea reached with the U.S. in June 2007.  Most observers are convinced that the U.S. did the “heavy lifting” in negotiations, creating a “gold standard free trade agreement” for the EU to copy.  Much like the KORUS-FTA, the Korea-EU FTA is a comprehensive agreement that excludes rice.  The Korea-EU FTA will immediately eliminate 82 percent of Korea’s tariffs; in five years, the agreement will eliminate 94 percent of Korea’s tariffs.  In contrast, the KORUS-FTA would eliminate 94.5 percent of Korea’s tariffs in three years; virtually all tariffs will be eliminated in 10 years.  If this agreement enters into effect before the KORUS FTA, European exporters will gain a significant competitive advantage over the United States in the Korean market.  For example, the EU currently exports more pork to South Korea than the U.S.  In 2008, the EU exported roughly $360 million of pork to South Korea while the U.S. exported roughly $280 million.  With an FTA in place, the United States could increase pork exports to South Korea and take market share from the EU.  However, if the Korea-EU FTA is implemented before the KORUS FTA, American producers would lose that competitive advantage and U.S. pork exports would likely not achieve the same level they would have seen with European pork producers experiencing a first mover’s advantage.

South Korea-Mercusor FTA – In Nov. 2004, Korean President Lee Myung-bak called for the launch of negotiations on a free trade agreement between South Korea and Mercusor.  Several rounds of talks have been held and feasibility studies have been conducted.  On July 23, 2009, Korea and Mercusor signed a memorandum of understanding (MOU) for the “Establishment of a Joint Consultative Group to Promote Trade and Investments between the Republic of Korea and Mercusor,” indicating some progress on the negotiations.

While negotiations through the WTO and its 153 members offer considerable opportunity to expand agricultural exports, those negotiations appear to be stalled.  In the meantime, bilateral and regional free trade agreements offer a good opportunity to expand agricultural exports.  
Bilateral/Regional Trade Agreements

The United States has FTAs in place with 13 countries: Israel, Jordan, Singapore, Chile and Australia, as well as Canada and Mexico through the North American Free Trade Agreement (NAFTA) and the Central American-Dominican Republic Free Trade Agreement (CAFTA-DR).

The NAFTA is probably the best known FTA in which the United States participates.  As with any trade agreement, there have been some adjustments that have affected jobs and production in all three member-countries. U.S. agricultural exports to Canada have increased by 75 percent and have more than doubled to Mexico since the agreement’s implementation.  Imports of agricultural products, such as processed snack foods, fresh and processed fruits and vegetables and some meats, have increased from both countries.   NAFTA has helped American farmers expand export markets and increase farm cash receipts and income.  

Opportunities/Challenges

There are countless opportunities and challenges facing the U.S. related to FTAs.  They are easier to negotiate than WTO agreements, as negotiators work only with a handful of other countries instead of 153 WTO members.  However, the agreements are time-consuming, as negotiations must be held separately with each region or country.  FTAs generally oblige participating countries to open markets fully to other members once the agreement is fully implemented, while WTO agreements make small steps toward free trade during each round of negotiation.  However, despite these challenges, the United States must remain involved in the negotiation and implementation of bilateral and regional free trade agreements or lose the opportunity to develop trading  relationships like those upon which other countries, such as the EU and Japan, are capitalizing.

Trans Pacific Partnership FTA - The Trans-Pacific Partnership Free Trade Agreement (TPP) offers U.S. agriculture some potential for long-term gains; however, it presents challenges in its current form. With the notable exception of Vietnam, gains for U.S. agriculture as a sector appear minimal; the potential benefits for U.S. agriculture would accrue only from expansion of the TPP to include additional trading partners. 
The United States has already implemented bilateral trade agreements with four of the partner countries: Singapore, Chile, Australia and Peru. Under these existing agreements, U.S. agriculture will receive duty free access at full implementation.  Opening the agriculture chapter and related items like rules of origin and safeguards of these agreements would put at jeopardy the sensitive agriculture packages being implemented.

New Zealand and Brunei Darussalam are minor markets for U.S. agricultural exports.  While the New Zealand market is different than that of Brunei, its population, economic growth and consumer consumption limit the potential for export growth to these markets.  

As the TPP currently stands, there is little new opportunity for market expansion to attract U.S. agriculture.  We recognize the strategic and economic benefits of the TPP if further expanded.  The potential for agricultural export growth in Asia could provide meaningful benefits with the inclusion of additional countries, however, there is little guarantee that other countries will join. 
Recommendations:

The administration must present to Congress and work to secure passage of the Colombia, Panama and South Korea Trade Agreements. 

The administration must engage in negotiations with nations to secure trade agreements that will benefit the U.S. economy.

World Trade Organization Agricultural Negotiations

The current round of WTO trade negotiations was launched in Doha, Qatar, in Nov. 2001.  The goals for this negotiation are substantial improvements in market access; reduce and ultimately eliminate all forms of export subsidies; and substantially reduce trade-distorting domestic support.

Little substantive progress has been made in either the agriculture or industrial negotiations since the ministers meeting of July 2008.  The July 2008 dispute over the operation of an agricultural special safeguard mechanism (SSM) for developing countries was where the negotiations broke down but it was not why they ended.  Other issues in the agriculture sector such as Trade Rate Quotas (TRQs) and cotton, along with the dispute over sectoral initiatives in the Non-agricultural market access (NAMA) area, were unresolved and remain unsettled at this time. 

Market Access

This has been the most difficult area in which to achieve progress since every nation has tariffs and products that it wishes to protect. There is agreement that the highest tariffs will be reduced the most but the level and scope of tariff reductions has not been agreed to.  The level of a tariff cap and the number of sensitive products, which are shielded from tariff reductions, remains to be settled.  For developing countries decisions need to be made regarding special products to be protected and a special safeguard mechanism to deal with import surges.  

Domestic Support

Agreement has been reached that trade-distorting support will be reduced with the EU at the top level for reductions, the U.S. and Japan in the middle level and all other countries that use trade-distorting domestic support programs at the lowest level for reductions.  Issues to be negotiated include the amount of reductions and the criteria for recognition of the U.S. countercyclical programs as less trade-distorting.  U.S. agriculture believes that reductions in support levels must be related to gains in market access.

Export Competition

Direct export subsidies, primarily used by the EU, are to be eliminated by the end of 2013. Export credit programs will have repayment periods no longer than 180 days.  The U.S. will accept disciplines to help lessen the commercial displacement of locally produced products by U.S. food aid programs but is opposed to cash only requirements.
Recommendations:

The U.S. must work to achieve a commercially meaningful and ambitious outcome to the Doha negotiations.  

The advanced developing nations must fully participate in the market access opening necessary for the Doha Round to reach a trade liberalizing agreement.

Conclusion
The U.S. must continue to pursue trade agreements that will expand overall markets for U.S. agricultural products through tariff reduction and by the elimination of SPS barriers.  The pending trade agreements with Colombia, South Korea and Panama, along with the ongoing Doha Round, all provide opportunities for the growth of U.S. agricultural exports.  The focus of the U.S. government must expand to encompass both the trade challenges and the trade opportunities currently before U.S. agriculture.
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