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INTERNATIONAL AGRICULTURAL TRADE AND POLICY CENTER

MISSION AND SCOPE: The International Agricultural Trade and Policy Center
(IATPC) was established in 1990 in the Food and Resource Economics Department
(FRED) of the Institute of Food and Agricultural Sciences (IFAS) at the University of
Florida. Its mission is to provide information, education, and research directed to
immediate and long-term enhancement and sustainability of international trade and
natural resource use. Its scope includes not only trade and related policy issues, but also
agricultural, rural, resource, environmental, food, state, national and international
policies, regulations, and issues that influence trade and development.

OBJECTIVES:
The Center’s objectives are to:

e Serve as a university-wide focal point and resource base for research on
international agricultural trade and trade policy issues

e Facilitate dissemination of agricultural trade related research results and
publications

e Encourage interaction between researchers, business and industry groups,
state and federal agencies, and policymakers in the examination and
discussion of agricultural trade policy questions

e Provide support to initiatives that enable a better understanding of trade and
policy issues that impact the competitiveness of Florida and southeastern
agriculture specialty crops and livestock in the U.S. and international markets



A DESCRIPTIVE ANALYSIS OF CHILE, COLOMBIA, AND VENEZUELA WHO
IMPORT UNITED STATES DAIRY PRODUCTS
By
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INTRODUCTION

World dairy production and trade have experienced increases during the last decade.
World trade liberalization, elimination of non-tariff trade barriers, and reduction in dairy
export subsidies have increased the United States (US) interest in world dairy markets.
The US is in a good position to gain greater access to international dairy markets.

Information by country, which is considered to be a potential importer of U.S. dairy
products, and by individual dairy products in the international markets is needed. The
information is useful to individuals interested in developing export dairy markets and
direct foreign investment in dairy industries in those countries. In the study, 25 dairy
import countries were selected from around the world (Table 1). Three countries in South

America, Chile, Colombia, and Venezuela, are covered in this paper.
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Table 1. Major importers of U.S. dairy products.
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: . United . Saudi
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Dominican South e
Panama | Venezuela Republic Korea Philippines
Jamaica Thailand
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& Tobago Vietnam

The following paper covers an descriptive analysis for each individual country about

the macroeconomic conditions, milk and dairy production, consumption, imports, the US

share of the dairy imports, dairy trade policies, and how these factors have changed

overtime. The information in this report can provide a starting point for individuals

interested in exploring exports to and direct investment opportunities in Chile, Colombia,

and Venezuela.
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OVERVIEW
World Dairy Production

World production of cow milk increased in the period 1991 to 2001 at an average
annual rate of 0.5 percent. In the period 1991 to 1993, world production of milk trended
downward from 469,969,290 metric tons in 1991 to 460,185,174 metric tons in 1993
(Table 1). Since then, world production of fresh milk has experienced continuous
increases through 2001. In 2001, the world production of cow milk totaled 494,074,772
metric tons, a 1.4 percent increase, compared to 2000 (487,216,313 metric tons) (Table
1). Milk production in Chile, Colombia, and Venezuela totaled 9,332,005 metric tons in
2001 (Table 2), or 1.9 percent of the total world production (Table 1).

Overall, in the period 1991 to 2001, world butter production increased at an average
annual rate of 0.6 percent. Significant decreases occurred in the period 1991 to 1994
when world butter production decreased from 7,230,211 metric tons in 1991 to 6,626,853
metric tons in 1994, for an average annual decrease of —2.9 percent. Since then, world
butter production trended upward through 2001, increasing at an average annual rate of
2.1 percent. World butter production in 2001 was about 7,639,830 metric tons, which was
up 3.8 percent from butter production in 2000 (7,361,928 metric tons) (Table 1). Butter
production in Chile, Colombia, and Venezuela totaled 32,121 metric tons (Table 2),

which was 0.4 percent of the world butter production in 2001 (Table 1).



Table 1. World milk and selected dairy products production, 1991 through 2001.

Year Cow Milk, Butter Cheese Whole Skim Dry
Whole, and Ghee (All Milk, Dry Milk, Dry =~ Whey
Fresh Kinds)

Metric Tons
1991 469,969,290 7,230,211 14,273,176 2,278,421 3,790,059 1,591,469
1992 460,815,550 7,069,007 13,924,948 2,223,634 3,383,613 1,719,527
1993 460,185,174 6,949,108 14,092,319 2,190,812 3,435,523 1,704,052
1994 461,308,188 6,626,853 14,413,909 2,299,879 3,469,588 1,721,392
1995 463,742,780 6,654,099 14,534,298 2,297,568 3,471,565 1,808,545
1996 465,750,719 6,728,324 14,895,164 2,256,240 3,359,823 1,825,342
1997 468,198,514 6,824,872 15,182,338 2,347,216 3,390,716 1,797,683
1998 475,397,193 6,931,101 15,531,190 2,424,612 3,260,097 1,875,487
1999 480,762,511 7,140,653 15,874,743 2,425,512 3,400,623 1,876,269
2000 487,216,313 7,361,928 16,451,548 2,509,210 3,401,153 1,927,189
2001 494,074,772 7,639,830 16,821,541 2,633,776 3,374,176 1,960,928

Average
Annual
Growth(%)

1991-2001 0.5 0.6 1.7 1.5 -1.1 2.2

Source: FAO Statistical Databases, 2002

In the period 1991 to 2001, world cheese production increased at an average annual
rate of 1.7 percent (Table 1). Particularly in the period 1992 to 2001, world cheese
production experienced a continuous increase through 2001, from 13,924,948 metric tons
in 1992 to 16,821,541 metric tons in 2001, for an average annual increase rate of 2.1

percent (Table 1). Cheese production in Chile, Colombia, and Venezuela totaled 206,884



metric tons in 2001 (Table 2), accounting for 1.2 percent of the world total cheese

production in 2001 (Table 1).

Table 2. Chile, Colombia, and Venezuela milk and dairy products production in 2001.

Cow Milk,  Butter Cheese Whole Skim Dry
Whole, and (All Milk, Milk, Whey"
Fresh Ghee Kinds) Dry Dry
Metric Tons
SOUTH
AMERICA

Chile 2,190,000 11,836 57,184 71,500 10,500 ---
Colombia 5,742,005 18,800 52,500 39,000 - ---
Venezuela 1,400,000 1,485 97,200 35,500 2,770 ---
TOTAL 9,332,005 32,121 206,884 146,000 13,270 ---

*Whey production in milk equivalent metric tons was not available.
Source: FAO Statistical Databases, 2002.

World production of dry whole milk increased in the period 1991 to 2001 at an

average annual rate of 1.5 percent (Table 1). World dry whole milk production fluctuated

in the period 1991 to 1996, ranging from a high of 2,299,879 metric tons in 1994 to a low

of 2,190,812 metric tons in 1993 (Table 1). Since then, world dry whole milk production

has trended upward through 2001. In the period 1996 to 2001, world dry whole milk

production increased at an average annual rate of 3.2 percent. In 2001, world dry whole

milk production totaled 2,633,776 metric tons, which was up 5.0 percent from 2000

(Table 1). Dry whole milk production in Chile, Colombia, and Venezuela totaled 146,000

metric tons in 2001 (Table 2). Chile, Colombia, and Venezuela’s dry whole milk

production was 5.5 percent of the world total dry whole milk production (Table 1).



World dry skim milk production (nonfat dry milk or skim milk powder) has exceeded
dry whole milk production during the period 1991 through 2001 (Table 1). However, in
the period 1991 to 2001, world dry skim milk production trended downward, for an
average annual decrease rate of —1.1 percent (Table 1). World dry skim milk production
experienced fluctuations in the period 1991 to 2001, ranging from a high of 3,790,059
metric tons in 1991 to a low of 3,260,097 metric tons in 1998 (Table 1). Overall, between
1991 and 2001, world dry skim milk production decreased 415,883 metric tons. In 2001,
world dry skim milk production totaled 3,374,176 metric tons, which was down 0.8
percent from 2000 (Table 1). Chile, Colombia, and Venezuela totally produced 13,270
metric tons of dry skim milk (Table 2), accounting for 0.4 percent of the world total dry
skim milk production in 2001.

The most growth in the production of milk and its products has occurred in the dry
whey market. From 1991 to 2001, the average annual growth in world dry whey
production has been 2.2 percent, with periods of increases and decreases (Table 1). World
dry whey production trended upward through 2001, from 1,591,469 metric tons in 1991
to 1,960,928 metric tons in 2001, for an overall increase of 369,459 metric tons (Table 1).
However, there was no dry whey production in Chile, Colombia, and Venezuela.

World Imports of Dairy Products

World imports of dairy products in milk equivalent metric tons increased at an

average annual growth rate about 2.6 percent in the period 1991 to 2001. In the period

1991 to 1995, world imports of dairy products increased continuously from 52,405,310



metric tons in 1991 to 62,616,493 metric tons in 1995 (Table 3). Although decreases
occurred in 1996, 1998, and 2001, world imports of dairy products trended upward
through 2001, peaking at 68,138,509 metric tons in 2000 (Table 3). Between 1991 and
2001, world imports of dairy products increased 14,715,220 metric tons, from 52,405,310
metric tons in 1991 to 67,120,530 metric tons in 2001, for an overall increase of 28.1
percent. Total dairy imports (in milk equivalent metric tons) into Chile, Colombia, and
Venezuela were 886,315 metric tons (Table 4), which was 1.3 percent of the world total
dairy imports in 2001.

In the period 1991 to 2001, world butter imports decreased at an average annual rate
of -0.1 percent. Between 1991 and 2001, world butter imports decreased 52,311 metric
tons, reaching a low in 1996 of 1,203,892 metric tons (Table 3). A significant decrease
occurred in 1994 when world butter imports decreased from 1,454,129 metric tons in
1993 to 1,288,247 metric tons in 1994, for an annual decrease of —11.4 percent. Since
then, world butter imports fluctuated through 2001, ranging from a high of 1,368,933
metric tons in 1995 to a low of 1,203,892 metric tons in 1996 (Table 3). World butter
imports in 2001 were 1,280,750 metric tons, which was up 1.5 percent from total world
butter imports in 2000 (1,261,586 metric tons) (Table 3). Butter imports into Chile,
Colombia, and Venezuela totaled 2,814 metric tons (Table 4), or 0.2 percent of world

total butter imports in 2001.

Table 3. World dairy imports, 1991 through 2000.



Milk Dry Whole Dry Skim Dry

Year  pojivalent  Dutter  Cheese g Milk  Whey
Metric Tons
1991 52,405,310 1,333,061 2,127,089 1,115,052 1,664,905 627,884
1992 55,385,703 1,376,590 2,230,616 1,073,993 1,821,565 657,822
1993 55,463,235 1,454,129 2,222,401 1,059,341 1,843,592 645911
1994 57,759,324 1,288,247 2,461,275 1,161,280 1,773,160 713,385
1995 62,616,493 1,368,933 2,468,786 1,525,707 1,890,674 783,249
1996 59,844,367 1,203,892 2,688,552 1,281,604 1,716,935 838,526
1997 62,626,024 1,321,235 2,843,580 1,357,158 1,727,457 862,943
1998 62,478,356 1,213,138 2,786,286 1,401,542 1,607,154 915,807
1999 66,593,229 1,217,796 2,887,650 1,439,868 1,879,505 998,073
2000 68,138,509 1,261,586 3,093,644 1,418,968 1,805,896 1,067,210
2001 67,120,530 1,280,750 3,354,503 1,351,083 1,577,319 1,165,912
Average
Annual
Growth
(%)
1991-2001 2.6 -0.1 4.7 2.6 -0.2 6.5

Source: FAO Statistical Databases, 2002.

In the period 1991 to 2001, world cheese imports increased at an average annual rate
of 4.7 percent (Table 3). Except for 1993 and 1998, world cheese imports experienced
continuous increases, from 2,127,089 metric tons in 1991 to 3,354,503 metric tons in
2001 (Table 3), for an overall increase of 57.9 percent from 1991. In 2001, world cheese

imports were up 8.4 percent from 2000 (Table 3). Chile, Colombia, and Venezuela



imported 15,293 metric tons of cheese in 2001 (Table 4), which were 0.5 percent of the

world total cheese imports in 2001 (Table 3).

Table 4. Chile, Colombia, and Venezuela dairy imports in 2001.

. Dry Dry
qullfxlzlal;en ¢ Butter Cheese Whple Sk.im V]\?lg y
Milk Milk
Metric Tons
SOUTH
AMERICA
Chile 104,558 862 2,615 4,429 5,390 1,461
Colombia 205,364 435 152 15,987 3,884 6,314
Venezuela 576,393 1,517 12,526 54,568 3,466 5,495
TOTAL 886,315 2,814 15,293 74,984 12,740 13,270

Source: FAO Statistical Databases, 2002.

World imports of dry whole milk increased in the period 1991 to 2001 at an average
annual rate of 2.6 percent. World dry whole milk imports fluctuated in the period 1991 to
2001, ranging from a high of 1,525,707 metric tons in 1995 to a low of 1,059,341 metric
tons in 1993 (Table 3). World dry whole milk imports trended downward in the period
1995 to 2001, for an average annual rate of —1.7 percent. In 2001, world dry whole milk
imports totaled 1,351,083 metric tons, down from 1,418,968 metric tons in 2000 (Table
3). Dry whole milk imports into Chile, Colombia, and Venezuela totaled 74,984 metric
tons in 2001 (Table 4), accounting for 5.5 percent of the world total dry whole milk
imports (1,351,083 metric tons, Table 3).

World dry skim milk imports (nonfat dry milk or skim milk powder) have exceeded

dry whole milk imports in the last decade (Table 3). However, in the period 1991 to



2001, world dry skim milk imports trended downward, for an average annual decrease
rate of —0.2 percent (Table 3). World dry skim milk imports fluctuated, ranging from a
high of 1,890,674 metric tons in 1995 to a low of 1,577,319 metric tons in 2001 (Table
3). Overall, between 1991 and 2001, world dry skim milk imports decreased 87,586
metric tons. In 2001, world dry skim milk imports totaled 1,577,319 metric tons, which
was down 12.7 percent from 2000 (Table 3). Dry skim milk imports into Chile,
Colombia, and Venezuela totaled 12,740 metric tons (Table 4), accounting for about 0.8
percent of the world total dry skim milk imports in 2001.

The most growth in world dairy imports has occurred in the dry whey market. From
1991 to 2001, average annual growth in world dry whey imports was 6.5 percent (Table
3). Except for 1993, world dry whey imports increased continuously from 627,884 metric
tons in 1991 to 1,165,912 metric tons in 2001 (Table 3). Dry whey imports into Chile,
Colombia, and Venezuela totaled 13,270 metric tons (Table 4), accounting for about 1.1
percent of the world total dry whey imports in 2001.

The rest of this paper covers the following information for Chile, Colombia, and
Venezuela: macroeconomic conditions, milk and dairy production, consumption, imports,
the US share of the dairy imports, dairy trade policies, and how these factors have

changed overtime.
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CHILE
Overview of Chile

Chile is located in the southern part of South America between Argentina and Peru,
bordering the South Atlantic Ocean and the South Pacific Ocean. The total area of Chile
is 756,950 square kilometers, slightly smaller than twice the size of Montana. In 2001,
the population was about 15.5 million, with a 1.09 percent growth rate (CIA World
Factbook, 2002).

Chile has a market-oriented economy, characterized by a high level of foreign trade.
Chile's economy increased in the period 1991 to 1997. Growth in real gross domestic
product (GDP) has averaged eight percent every year (CIA World Factbook, 2002). Due
to its lower export earnings and tight monetary policies, Chile’s economy growth rate fell
to about four percent in 1998. A severe drought in 1999 hit Chile quite hard. As a result,
Chile experienced negative economic growth for the first time in 15 years (CIA World
Factbook, 2002). Chile’s financial institutions were in good condition and helped the
economy to recovery by the end of 1999, and its economic growth recovered to more
than five percent in 2000 (CIA World Factbook, 2002). In 2001, Chile’s GDP was $153
billion (purchasing power parity), with a growth rate of 3.1 percent. Per-capita
purchasing power parity was about $10,000, and agriculture accounted for eight percent
of the total GDP (CIA World Factbook, 2002).

Chile’s emphasis is on macroeconomic stability and the economy's export orientation.
As a result, Chile has few trade barriers, particularly for US exports. It became a World
Trade Organization (WTO) member in 1995. Chile’s total exports in 2001 were $18.5

billion, of which the US received 17 percent. Its total imports in 2001 were $18 billion, of

11



which the US composed 19 percent. The main trading partners are the US, Argentina,
Brazil, China, and Japan (CIA World Factbook, 2002). Chile and the US concluded a
comprehensive Free Trade Agreement (FTA) in December 2002. The FTA is the first
comprehensive trade agreement between the United States and a South American
country, and is expected to increase US market access for goods and services and provide

strong protections for US investors in Chile (USTR, 2003).

Dairy Industry in Chile

Production of Dairy Products

Dairy farming is not new to Chile. Historically, most dairy farms were small- or
medium-sized, with few cattle for dual purpose. Dual-purpose cattle offer the option of
selling either milk or beef, depending on market conditions. In Chile, milk and dairy
producers did not receive domestic price supports or subsidies from the government
(USDA-FAS, 1995). However, a continuous decline in economic returns for most crops
in irrigated land has convinced more farmers to switch from crop and fruit planting to
milk production (US Department of Commerce, 1998).

In 1993, the New Zealand Dairy Board purchased Soprole, the leading dairy
processor in Chile. Since then, the dairy industry in Chile has developed rapidly. One of
the main characteristics of the developing process was the growth in dairy imports and
large dairy companies buying out smaller plants (USDA-FAS, 1995). The dairy industry
became highly concentrated and competitive. In 2002, the five biggest processors were

Soprole, Nestle Chile, Loncoleche, Colun, and Parmalat, which accounted for about 90
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percent of Chile’s dairy processing production (USDA-FAS, 2002). Economies of scale
of these dairy producers reduced production costs, and provided more negotiating power
for both purchasing raw material and distributing their products.

The largest expansion in raw milk production occurred in the Metropolitan and Sixth
Regions, which have been traditional fruit production areas. Milk production expansion
has also occurred in Region IX (Temuco), the largest grain production area in the past
(US Department of Commerce, 1998). As the dairy industry developed throughout the
last decade, large and commercial dairy farms were established. The stockbreeding and
dairy farming activities centered in the south zone were directed toward satisfying the
domestic consumption of meat as well as milk. Milking cows in Chile have traditionally
been dual-purpose breeds, mainly black and white, or red and white Dutch Friesians.

Increased crossbreeding with Holstein-Friesian semen was a key factor in the
expansion in milk production in the 1990s (USDA-FAS, 1995). Most of the large,
progressive dairy farms had a relatively large percentage of Holstein-Friesian in their
herds. To increase milk production, large commercial herds raised the percentage of
Holstein Friesian blood (USDA-FAS, 1996). As a result, the average milk production per
cow increased in the 1990s. In 2000, there were a total of 608,000 head dairy cows and
49,000 milk producers in the country; milk production per cow was about 3,388
kilograms (USDA-FAS, 2002).

Milk production in Chile grew at an annual average rate of five percent during the
period 1991 to 1998 (FAO Statistics, 2002). Milk production peaked in 1998 at 2,080,000
metric tons (Table 1). In 2000, Chile's milk production totaled 1,990,000 metric tons, a

decrease of three percent from the previous year. The decrease of milk production in
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1999 to 2000 was mainly due to decreases in milk prices and drought conditions in the
country. During that period, the prices of milk decreased over four percent (USDA-FAS,
2000). Prices paid to Chilean milk farmers fell for a number of reasons. For example,
increased competition reduced prices for milk products. In addition, milk prices paid to
farmers in Chile were linked to international prices for dry milk powder. During 1999,

prices of imports of dry milk fell over 15 percent (USDA-FAS, 2000).

Table 1. Chile milk and selected dairy products production, 1991 through 2000.

Year Cow Milk, Butter and Cheese Skim Milk, Whey"
Whole, Fresh Ghee (All Kinds) Dry
Metric Tons
1991 1,450,000 7,279 34,878 4,744 152,140
1992 1,540,000 7,305 39,073 4,146 178,115
1993 1,650,000 7,728 42,535 4,721 195,425
1994 1,750,000 6,995 45,269 6,077 209,095
1995 1,890,000 6,651 47,516 6,000 220,330
1996 1,924,000 6,452 48,877 6,000 227,135
1997 2,050,000 9,582 50,412 7,725 234,810
1998 2,080,000 11,159 53,228 8,192 248,890
1999 2,050,000 11,007 51,486 10,218 240,159
2000 1,990,000 9,855 50,622 10,000 237,935

*Whey production in milk equivalent pounds.
Source: FAO Statistical Databases, 2002.

It has been estimated that by 2003, Chile will produce enough milk to meet its
domestic demand, and it has a chance to become an important player in the international
dairy market. Cheese production increased during the 1990s, except for the period 1999
to 2000. In 2000, Chile’s cheese production totaled 50,622 metric tons (Table 1).
Between 1991 and 2000, cheese production increased 15,744 metric tons. In 2000,

Chile’s butter production totaled 9,855 metric tons, an overall increase of 2,576 metric
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tons from the 1991 level (Table 1). Butter production peaked in 1998 at 11,159 metric
tons and declined through 2000.

Chile’s skim dry milk production increased significantly from 4,744 metric tons in
1991 to 10,000 metric tons in 2000, peaking at 10,218 metric tons in 1999 (Table 1).
Production in 2000 remained steady, given the steady prices in the international markets
(USDA-FAS, 2000). Chile’s whey production increased steadily in the 1990s until 1998
and declined through 2000, the early increase was mainly due to a steady increase in
domestic demand, particularly from its feed industry. In 2000, whey production (in milk
equivalent pounds) totaled 237,935 metric tons, down from a high of 248,890 metric tons

in 1998 (Table 1).

Demand for Dairy Products

Except for the period 1998 to 1999, Chile’s economy has experienced rapid growth.
This growth has caused a rapid increase in incomes and living standards among Chileans.
Per-capita purchasing power parity increased rapidly from about $4,000 in 1990 to over
$10,000 in 2001 (CIA World Factbook, 2002).

Chile's economic growth and higher incomes have led to a vigorous expansion in
consumer spending, including increases of expenditures on dairy products. The
consumption pattern has changed in Chile, with a greater percentage of consumption
going to higher-value food products. According to Chile’s Ministry of Agriculture
(Ministerio de Agricultura), there has been a dramatic decline in consumption of potatoes
and wheat since 1980 and a simultaneous increase in consumption of dairy and meat

products (USDA-FAS, 1996).
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Increased demand of dairy products is the result of improved economic conditions,
low unemployment, and increased real income in the country. In addition, higher incomes
and living standards have increased the purchasing of refrigerators and microwave ovens.
Refrigeration now can be found in the majority of Chilean households. Storage
improvements have increased the proportion of expenditures on milk and dairy products
in Chile (USDA-FAS, 1996). For Chileans, the most important factor influencing buying
decisions is income; increasing disposable income has been the principal element for
expanded sales of dairy products in recent years (USDA-FAS, 1996).

Increases in dairy consumption in the 1990s were also supported by government
feeding programs and other food programs. Joint public and private promotional
campaigns encouraged the dairy consumption in the 1990s (USDA-FAS, 1995). Dairy
producers agreed to form and finance an association (Promolac) to promote domestic
milk consumption. This program, started in 2001, will last approximately five years with
a total budget of 1,000 million Chilean pesos (US$1.3 million) annually. The promotion
of fresh milk consumption will be mainly through TV and printed media (USDA-FAS,
2002). In addition, Chile's fast-developing dairy processing technology has also caused
the diversification of dairy products. Fresh milk in plastic bags; ultra high temperature
(UHT) milk; and a vast variety of yogurts, cheeses and powdered, condensed, and skim
milks offered in large quantities can be easily bought from supermarkets and other small
grocery stores (USDA-FAS, 1995).

Milk consumption in Chile increased during the 1990s. The growth rate was 1.9
percent, on average, per year (Table 2). However, per-capita consumption was still low

compared to developed countries. In 2000, per-capita consumption of all milk (in milk
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equivalent pounds) totaled 138.99 kilograms, about 50 percent of the US consumption
(FAO Statistics, 2002). The demand for all milk products (excluding butter) in Chile in
2000 was reported to be 2,114,129 metric tons. Chile’s dairy self-sufficiency was about
95 percent that year (FAO Statistics, 2002). As farm production increases, it is expected

that Chile will achieve self-sufficiency by 2003 (USDA-FAS, 2002).

Table 2. Per capita consumption of dairy products in Chile, 1991 through 2000.

Year All Milk®  Butter Cheese Skim Milk® Whole Milk®  Whey”
Kilograms

1991 118.37 0.69 2.62 19.12 114.52 12.76
1992 128.80 0.83 2.89 22.59 121.06 14.90
1993 137.25 0.79 3.28 23.45 127.74 16.34
1994 135.57 0.69 3.53 20.14 127.38 16.20
1995 143.83 0.62 3.69 20.08 134.18 17.27
1996 148.23 0.65 3.77 21.39 136.71 16.65
1997 146.42 0.73 3.89 24.13 137.57 16.62
1998 148.86 0.82 3.90 28.19 139.06 17.13
1999 139.58 0.76 3.60 27.40 131.39 16.46
2000 138.99 0.76 3.66 24.94 129.23 15.87

Average

Annual

Growth (%)
1991-2000 1.9 1.7 4.0 3.6 1.4 2.7

*Included food and other uses, such as cattle feed.
Source: FAO Statistical Databases, 2002.

In the 1990s, per-capita consumption of butter and cheese increased 1.7 percent and
4.0 percent, respectively (Table 2). In 2000, per-capita butter consumption was about 0.76
kilogram, and per-capita cheese consumption was about 3.66 kilograms (Table 2). In
1999, a severe drought caused Chile’s economy to fall into recession and farm dairy
production to decrease. Consumption of most dairy products fell, including butter and

cheese. Per-capita butter consumption decreased from 0.82 kilogram in 1998 to 0.76
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kilogram in 1999, or an eight percent decrease. Per-capita cheese consumption fell from
3.90 kilograms in 1998 to 3.60 kilograms in 1999, or an annual decrease of eight percent
(FAO Statistics, 2002).

Chileans prefer whole milk to skim milk because there is a general perception that
full-fat milk is more nutritious. As a result, the demand for skim milk was a small
fraction of the total amount of milk consumed in the 1990s. However, compared to the
growth of whole milk consumption (1.4 percent) in the 1990s, skim milk consumption
showed a greater increase of 3.6 percent on average in the 1990s, mainly due to
increasing concerns about reducing fat intake among middle- and high-income
consumers. Between 1991 and 2000, per-capita skim milk consumption increased 5.82
kilograms. In 2000, per-capita skim milk consumption was 24.94 kilograms, down from
28.19 kilograms in 1998 (Table 2). Between 1991 and 2000, per-capita whole milk
consumption increased 14.71 kilograms. In 2000, Chile’s whole milk consumption was
about 129.23 kilograms, down from 139.06 kilograms in 1998 (Table 2).

In Chile, some families without refrigeration prefer to purchase dry milk, rather than
fluid milk. Government food programs accounted for an important proportion of dry milk
consumption in Chile during the 1990s (USDA-FAS, 2000). Lower dairy consumption in
1999 and 2000 reflected the economic slowdown. However, dairy consumption has
recovered in recent years due to the economic recovery (USDA-FAS, 2002). Dry milk
has a constant demand throughout the year.

Chile’s food industry utilizes a large proportion of dry skim milk and whey (USDA-
FAS, 2000). Products made from dry skim milk and whey include chocolate, ice cream

(Nestle and Unilever), and yogurt. The consumption rate of these products increased
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during the last decade along with the economic growth, but slowed in 1999 and 2000. In
the 1990s, the growth rate of per-capita whey consumption was about 2.7 percent, on
average, per year (Table 2). In 2000, per-capita whey consumption was reported to be
15.87 kilograms (Table 2); utilization is expected to continue increasing, but at a slower

rate over the next few years (USDA-FAS, 2002).

Imports of Dairy Products

As dairy production increased over the recent years, Chile has achieved a self-
sufficiency level of over 95 percent (FAO Statistics, 2002), and is expected to achieve
100 percent in the near future (USDA-FAS, 2002). Therefore, although it was
traditionally a net importer of dairy products, volume has never been high. In 2000, Chile
ranked 48™ among all countries in total dairy products imported (in milk equivalent
pounds), and its share of total world dairy imports was 0.3 percent (FAO Statistics,
2002).

For individual dairy products, Chile ranked out of the top 40 countries in imports of
butter and cheese in 2000. Chile imported 1,961 metric tons butter and 6,631 metric tons
cheese in 2000 (Table 3), and its share of world imports of butter and cheese was well
below one percent (FAO Statistics, 2002). In 2000, Chile ranked 34™ and 37" in imports
of dry skim milk and whey, respectively (Tables 4 and 5). Its share of world imports was

about 0.5 and 0.2 percent, respectively (FAO Statistics, 2002).
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Table 3. Chile dairy imports, 1991 through 2000.

Year Milk Butter  Cheese Dry Skim Whey
Equivalent Milk
Metric Tons

1991 140,161 1,970 116 5,176 1,360
1992 220,846 3,917 248 9,662 1,853
1993 258,545 3,199 2,891 10,020 2,311
1994 181,043 2,698 4,544 6,958 1,348
1995 193,045 2,249 5,284 8,419 1,859
1996 236,325 2,874 5,902 10,304 1,515
1997 133,433 1,718 7,048 6,078 1,164
1998 165,233 1,185 4,984 9,357 1,426
1999 125,389 529 3,606 9,228 1,288
2000 186,907 1,961 6,631 9,135 2,370

Average

Annual

Growth (%)
1991-2000 8.8 24.5 145.7 12.6 12.5

Source: FAO Statistical Databases, 2002.
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Table 4. Selected countries’ total dry skim milk imports and ranking, 1996 through 2000.

1996 1997 1998 1999 2000
Mt Rank Mt Rank Mt Rank Mt Rank Mt Rank
Algeria 58,468 9 78,893 5 87,040 4 71,272 8 91,339 5
Belgium 51,781 12 43,521 11 43,155 13 45,150 15 71,900 9
Chile 10,304 30 6,078 41 9,357 32 9,228 35 9,135 34
China 37,975 15 40,945 13 44,813 12 51,150 13 56,862 10
France 33,446 18 28,453 20 42,636 14 63,791 9 84,735 6
Indonesia 45916 14 41,034 12 33,133 18 98,348 5 82,574 7
Italy 126,614 3 127,504 3 126,494 2 121,779 3 109,008 4
Malaysia 78,151 5 75,000 6 59,596 6 71,879 7 74,721 8
Mexico 126,700 2 132,849 2 102,600 3 125,137 2 129,078 2
Netherlands 216,085 1 224,214 1 162,459 1 230,438 1 205,379 1
Philippines 83,704 4 98,050 4 77,637 5 86,729 6 111,455 3
Total 869,144 --- 896,541 --- 788,920 -—- 974,901 --- 1,026,186  ---
World 1,716,935 --- 1,727,457 --- 1,607,154 --- 1,879,505 --- 1,805,896  ---

Source: Food and Agricultural Organization of the United Nations Statistical Databases, 2002.
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Table 5. Selected countries’ total whey imports and ranking, 1996 through 2000.

1996 1997 1998 1999 2000
Mt Rank Mt Rank Mt Rank Mt Rank Mt Rank
Belgium 52,959 4 55,759 3 58,099 3 54,842 4 56,299 5
Canada 43,224 6 36,554 10 37,996 9 48,375 6 62,441 3
Chile 1,515 35 1,164 41 1,426 40 1,288 43 2,370 37
China 72,882 2 89,359 2 78,819 2 97,717 2 140,057 2
France 29,238 10 40,931 7 50,588 5 49,463 5 59,048 4
Germany 66,975 3 45,070 5 48,759 6 46,114 7 40,077 9
Italy 40,845 7 37,598 8 42,637 8 37,584 10 42,029 8
Japan 32,343 9 37,481 9 37,351 10 41,157 9 39,522 10
Mexico 48,636 5 49,174 4 56,642 4 55,947 3 55,031 6
Netherlands 251,310 1 217,543 1 248,474 1 292,637 1 252,099 1
Spain 37,147 8 43,362 6 44,869 7 44,225 8 49,109 7
Total 677,074  ---- 653,995 ---- 705,660 --—-- 769,349 - 798,082  ----
World 886,132  ---- 902,409  ---- 973,881  --—-- 1,054,173  --—-- 1,124,090  ----
Source: Food and Agricultural Organization of the United Nations Statistical Databases,

2002.
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Although Chile’s dairy imports were not high during the 1990s, its growth in dairy
imports was notable. Growth in dairy imports was mainly due to higher incomes and
living standards, which caused an increasing demand for dairy products. In addition, open
trade policy also encouraged exports of dairy products. While dairy products are
normally imported by private traders, government school feeding programs or other
entities may import dairy products as well. Some non-private traders and non-
governmental organizations (NGOs) are involved in dairy product donation programs
from other countries (USDA-FAS, 1995).

For the period 1991 to 2000, total imports of milk and dairy products (in milk
equivalent pounds) increased at an average annual rate of 8.8 percent (Table 3). A
significant increase occurred in 1992 when imports increased from 140,161 metric tons in
1991 to 220,846 metric tons in 1992, or an annual increase of 58 percent. A significant
decrease occurred in 1997 when imports decreased from 236,325 metric tons to 133,433
metric tons in 1997 (Table 3), or an annual decrease of 44 percent. Because of an
expected increase in international milk prices, dairy traders imported larger than normal
volumes of dairy products in 1996, mainly in the form of milk powder. This created
larger than normal carry-over stocks and lower imports during 1997. The 1998 to 1999
drought caused an economic slowdown and decreased Chile’s dairy imports. In 2000,

Chile imported 186,907 metric tons dairy products (Table 3).
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Chile imported 1,961 metric tons of butter and 6,631 metric tons of cheese in 2000
(Table 3). Growth in cheese imports was notable in the 1990s due to Chile’s increasing
domestic demand and export market. Chile re-exports part of its dairy imports to other
countries in the region. The annual growth rate was about 145.7 percent for cheese,
despite a downward trend after 1997 (Table 3). The annual growth rate for butter was
about 24.5 percent during the 1990s, which is somewhat misleading. Butter imports
trended downward after peaking in 1992 at 3,917 metric tons (Table 3). All dairy
imports, including butter and cheese, decreased in 1999, due to severe drought and
economic slowdown. Butter imports fluctuated in the 1990s. Between 1991 and 2000,
butter imports decreased nine metric tons, peaking in 1992 at 3,917 metric tons (Table 3).
Between 1991 and 2000, cheese imports increased 6,515 metric tons, peaking in 1997 at
7,048 metric tons (Table 3).

Dry milk imports, including whole milk powder and skim milk powder, fell
significantly in 1999 as a result of weaker domestic demand due to a slowdown in the
economy. However, decreases in dry skim milk was not significant, which decreased
from 9,357 metric tons in 1998 to 9,228 metric tons in 1999 (Table 3), for an annual
decrease of 1.4 percent. In addition, increased domestic production of dry milk relative to
reduced domestic demand resulted in fewer imports in 2000 and 2001. Further declines in
these imports are expected given the trends (USDA-FAS, 2002). Chile’s whey imports

increased during the 1990s at an average annual rate of 12.5 percent (Table 3). Between
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1991 and 2000, Chile’s whey imports increased 1,010 metric tons. In 2000, Chile
imported 2,370 metric tons dry whey to satisfy its domestic demand, mainly from the
food industry (Table 3).

Chile also exports dairy products, with its main export markets in Latin America.
Fluid and other milk is mainly exported to Peru, Bolivia and Argentina. Since a trade
balance is expected in the coming years, Chile’s objective will be more economical

efficiency to develop its export market of dairy products (USDA-FAS, 2002).

Exports of Dairy Products from the U.S.

In the 1990s, Chile imported very little butter from the US (Table 6). In 2000, Chile’s
total butter imports were 1,961 metric tons, with only 6.3 metric tons coming from the
United States (Table 6). US cheese imports to Chile increased during the 1990s from 4.1
metric tons in 1992 to 529.8 metric tons in 2000 (Table 6). In 2000, the market share of
US cheeses was about eight percent (Table 6).

The major suppliers of Chile’s dry milk imports are New Zealand, the EU, and other
Latin American countries, such as Argentina and Uruguay. Because of price competition,
US dry skim milk exports to Chile has experienced fluctuations. However, the US was
one of the biggest dry skim milk suppliers in 1992 and 1998, with a market share of 30.1
percent and 21.3 percent, respectively (Table 6). In 2000, Chile’s total nonfat dry milk
imports were 9,135 metric tons with the US exporting 20.3 metric tons nonfat dry milk to

Chile, for a share of only 0.2 percent (Table 6). Also in 2000, Argentina exported over
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3,200 metric tons, and Uruguay exported over 2,300 metric tons, and New Zealand

exported over 1,300 metric tons to Chile (USDA-FAS, 2002).

Table 6. Selected dairy products the US exported to Chile, 1991 through 2000.

Year Butter® % of All Cheese® % of Al Non- % of All Whey® % of All
Butter Cheese FatDry NFDM Whey
Imports” Imports”  Milk®  Imports” Imports”
Mt % Mt % Mt % Mt %
1991 0.0 0.0 7.2 6.2 49.8 1.0 0.0 0.0
1992 0.0 0.0 4.1 1.7 2,905.3 30.1 244.8 13.2
1993 0.0 0.0 26.2 0.9 678.9 6.8 340.5 14.7
1994 0.0 0.0 72.6 1.6 153.8 2.2 276.0 20.5
1995 8.3 0.4 146.8 2.8 980.8 11.6 250.1 13.5
1996 16.4 0.6 175.6 3.0 7.2 0.1 374.7 24.7
1997 225 1.3 381.6 54 764.2 12.6 309.1 26.6
1998  75.8 6.4 533.5 10.7 1,994.0 21.3 3441 24.1
1999 7.5 1.4 509.2 14.1 474.4 5.1 230.6 17.9
2000 6.3 0.3 529.8 8.0 20.3 0.2 76.7 3.2

* Source: United States Department of Agriculture Foreign Agricultural Service, 2003.

® Data from Table 3.

The US was one of the major suppliers of whey to Chile. Although imports of US

whey in 2000 were 76.7 metric tons, the market share of US whey imports ranged from

0.0 percent in 1991 to 26.6 percent in 1997 (Table 6). However, in recent years, price

competition has been from New Zealand, the EU countries, and other Latin American

countries.

Trade Policy and Tariff
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Chile’s open trade regime and its unilateral reforms resulted in a strong economic
growth and lower inflation over the last two decades. In the 1990s, the Chilean economy
grew at about six percent in real terms every year (USTR, 2003).