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ABSTRACT

Washington, D.(. 20250

THE EUROPEAN COMMUNITY'S HORTICULTURAL TRADE: IMPLICATIONS OF
EC ENLARGEMENT, by Kirby §. Moulton, International Economics

Division, Econcmic Research Service. Foreign Agriculturai
Eccnomic Report No. 191,

tomatoes from the United States in 1986, a 12-percent increase
from the $238.6~miilion average in 1978~80. The EC's

Greece, Spain and Portugal will cut imports from the United
States by $4.5 niliion; however, increased demand stimulated by
income growth will boost imports nearly $35 million. Changes in
EC policy will likely affect trade Patterns more than will
elimination of tariff and nortariff barriers,

Keywords: European Community, Common Agricultural
Spain, Portugal, EC enlargemeat, horticultural trade.
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Policy, ireece,

o s e g P -
N L VR Y -

S
NP,



ACKNOWLEDGMENTS

SATES INFORMATION

This study was undertaken at the request of the Economic
Research Service (ERS), U.S. Department of Agriculture (Uspa),
under a cooperative agreement with the Universicy of
California—Berkeley. Several people contributed to this project
at various stages, and their help is gratefully acknowledged.
Early discussions with Kepneth Farrell, then administrator of
ERS5, Patrick Shea and Ian Reid of the Center of European
Agricultural Studies, Jean Claude Montigaud of the Institut
National de la Recherche Agronomique (INRA), Montpellier, and
Roberto Pasca of the University of Naples were helpful in
outlining the structural aspects of horticultural trade. Ronald
Schuler of the California Canning Peach Agsociation, Walter
Payne of the California Almond Growers Exchange, Frank Light of
Sun-Diamond Cooperative, and Bruce Obbink of the California
Table Grape Commission made useful suggestions at the outset of
the project.

Ellen Gates helped organize and tabulate the large volume of
data required for analysis., Barbara Hiller provided data at ano
early stage.

Reed E. Friend and David R. Kelch, Western Europe Branch,
International Economics Division (IED), ERS, USDA, made useful
suggestions as to content and editorial style.

Other people who helped with data or reviews include Gilbert
Sindelar, Jose Vidal, Gerald Shelden, Turner Oyloe, and Robert
Haresnape of the Foreign Agricultural Service, USDA; Jurgen Wolf
of the Food and Agriculture Organization of the United Nations,
and Alexander Sarris of the University of California-Berkeley.
Typing and production support were provided by Donna Hovie,
Cooperative Extension Service of the University of California,
Deborah A. Hood, Barbara A, Brygger and LaMoin F. Evans, Western
Europe Branch, IED, ERS.

Additional copies of this report may be ordered from:

National Technical Information Service
Identification Section

5285 Port Royal Road

Springfield, VA 22161

Ask for The European Community's Horticultural Trade:
Implications of EC Enlargement and indicafe whether you want

paper copies or microfiche. Cost per paper copy is $13.00; cost
per microfiche copy is $4.5Q (prices subject to change).

Enclose check or money order, rayable to NTIS. Or call (703)
487-4870,

ii

s T R




TR T

— - - iy = — s e Lo oo

FOREWORD

The European Community (EC), the largest market for U.S. agricul—
tural exports, is in the process of its second enlargement, which
began when Greece Joined the EC on January 1, 1881. Enlargement
is expected to extend to Spain and Portugal in the mideighties,

The second enlargement appears to be even more significant than
the first (which took place January 1, 1973 when Denmark, Ireland,
and the United Kingdom Jjoined the original six members) because
it will considerably increase the EC’'s economic and agricultural
diversity. The second enlargement also will occur im the context
of a serious dialogue on modification of the Common Agricultural
Policy (CAP) necessitated by an impending budget crisis. Surplus
agricultural production in the EC has led to large expenditures
under the CAP for surplus disposal. Expenditures are on the verge
of exceeding availahle revenues through the EC's own resources
provided by its basic treaties. Some modifications of the CAP
appear inevitabla,

To assess the implications of EC enlargement and modification of
the CAP on U.S. agriculture, the Economic Research Service (ERS)
initiated a research program that included cooperative efforts
between researchers at the U.S. Department of Agriculture (USDA)
and various [.S, universities, Researchers at Stanford University
developed a framework for analyzing probable developments in the
CAP. ERS published this study, Developments imn the Common
Agricultural Policy of the Eurcpean Community by Timothy E.
Josling and Scett R. Pearson, as FAER—172. Michigan State Univer—
sity researchers examined the feed-livestock sectors of the pros-
pective member countries in a study, Spain's Entry into the
European Community: Effects on the Feed Grain and Livestock
Sectors by E. Wesley F. Peterson, Albert Pelach Paniker, Harold

M. Riley, and Vernon L. Sorenscn, published by ERS as FAFR-180.
ERS has recently published The EC Market for U.S§. Agricrltural
Exports: A Share Analysis by Harold A. MoNitt as FAER~-173. Tt
Presents g market share analysis of the EC and assesses the market
potential for all major U.S. exports. For ordering information

on these and three other related reports, see inside covers,

Researchars at the University of California—Berkeley kave now
analyzed the implications of EC enlargement for trade in selected
fruits, vegetables, and nuts., This report presents a detailed
analysis of the structural aspects of the EC's trade with pro-
jections to 1986 for oranges, grapes, raisins, almonds, processegd
peaches, and processed tomatoes. A companion study at the Univer-—
sity of California developed a model for projecting world trade
patterns in fresh, dried, and processed fruit and fresh and pro—
cessed vegetables, and it generated preliminary projections of EC
imports. The analysis carried out in this report is based on the
companion study, which is nearing completion.

Reed E. Friend, Chief

Western Europe Branch
International Economics Division
Economic Research Service

U.S. Department of Agriculture
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GLOSSBARY

European Community

(EC)

HMEASURES

Original six: Members since January 1, 1973;
Belgium Dennmark
France Ireland
Italy United Kingdow (England,
Luxembourg Scotland, Wales, and
Netherlands Worthern Ireland)

Hest Germany

Member since Janwary 1, 1981: Greece

Unless otherwise specified, the discussion in rhis report gf the
EC's past trade patterns and other aspects excludes Greece.

Portugal and Spain are expected tro join the EC by the
wideighties,

European Currency Unit (ECU). The monetary denominator for rhe
exchange rate, credit, and intervention mechanisms of the
European Monetary System (EMS).

Dollars., Converted from European Curreacy Units {ECU's) at
quarrerly or annual exchange rates,

Market Share. Volume share of the market unless specified as
value share,

Tons. Refers to mectric tons (2,204.6 pounds).
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SUMMARY The European Community (EC) is projected to import $269 milliop
of oranges, grapes, raisins, almonds, canned peaches, and -
Processed tomatoes from the United States in 1986, a 12-percent
increase from the $238.6~million average in 1978~80. The EC's
elimination of tariff and nontariff barriers on imports from
Greece, Spain, and Portugal will cut imports from the United
States by $4.5 pmillion; however, increased demand generated by
income growth will boost imports nearly $35 million. Thus, net
imports are projected to increase more than $30 million.,
Changes in EC policy will likely affect trade patterns more than
will rhe elimination of tariff and nontariff barriers to
nanmember countries. For example, the high levels of subsidies
granted to Greek raisin growers seriously disrupted market
shares in 1982. Continuing rhar policy, extending export
subsidies for Spanish oranges, or instituting a similar program
for almonds could substantially alter the projected trade
results., From the standpoint of U.S. policy, researchers on the
EC should continue to focus on subsidy programs initiated to
protect EC producers from import competition.

Because of the difficulty of accurately anticipating EC policy
changes, thig study provides import Projections based om income
growth, the elimination of tariff and nontariff barriers facing
Greece, Spain, and Portugal, and the maintenance of other EC
trade policies during the 1978-80 base period. These
Projections are that by 1936 the 1978-80 value of the EC'sg
horticultural lmports from the United States will grow as

follows:
: : Changes caused by—~
i : Imports : : Eliminating : 1986
1 Commodi ty : in ! Income : tariff and : pro-
4 : 1978~80 : growth ¢ nontariff : jectionms
i : : : barriers 1/ :
! :
re : 1,000 dollars
-_'- Oranges 2 23,151 5,420 -1,534 27,037
r Grapes 2 3,046 255 -89 3,212
. Raisins : 27,503 1,584 -2 29,085
5 Almonds 1 173,776 21,687 ~-1,270 194,193
Canned peaches : 10,703 5,810 -1,613 14,900
Processed :
tomatoes : 438 212 -15 635
Total ;238,617 34,968 -4,523 269,062

1/ Against Greece, Spain, and Portugal.

vi
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e hnited States,
our share of the EC'g import market wilj decline for four of the
six commodities~—grapes, raisins, almonds, and Processed peachesg:

: U.S. share of EC imports
Commodity : H
o : 1978-80 : 1986
: Percent
Oranges H 3.05 3.06
Grapaes : .86 .79
Raisins : 8.47 8.18
Almondsg : 61,45 60,17
Processed peaches : 9.36 9.08
Processed tomatoes H .29 W20

This decline in the U.S. share of the import market ig
gains for rhe new member countries——Greece, Spain, and
Portugal~—resulting from elimination of tariff and non
barriers, The EC accepted Greece as a new member in ]

due to

enlargement, whereas most other supplierg will suffer

reductions,

competitive Pricing Strategy,

0 Alwond production {ig concentrated in the United

States,

Spain, and Italy. The EC 45 the world's leading

lmporter of almonds. EC enlargement wili modesg

tly

increase the share of the EC market for Spain and

Portugal at the expense of the United States,
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South Africa supplied 37
peaches in 1978-80; the United States supplied 10
bercent. Greece 1ig Projected to increase its share of EC
imports by 11 Percentage points by 1986, largely at the
expense of South Africa; if 80, the United States will
suffer only a modest loss in 1its share of the market,

percent of EC imports of canned

Ttaly provided 45 percent of the import supply of
processed tomatoes 1np 1978-80. (Greece supplied 11
Percent, and Spain supplied 7 percent. The 1986
pProjections show Greece, Spain, and Portugal wil]l
increase their share of the EC market tor pProcessed
tomatoes as trade barriers to the EC are eliminated,

viii
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INTRODUCTION

The European
Community’s
Horticultural Trade:

implications of EC
Enlargement

Kirby S. Mouiton *

This report analyzes potential trade problems in specific
horticultural products caused by enlargement of the European
Community (EC) 1/. Readers are encouraged to refer to the
forthcoming technical bulletin by Sarris for a full
understanding of the Projection methodology and alternative
economic scenarios. The wmethodology Sarris developed is the
basis for this closer examination of specific commodities.

The apalysis of production and imports considers the quantity
and value of imports by the EC from various supplying countries
during 1978-80, the structure of import prices, the nature of
govermment intervention in the production and marketing system
in the EC and in supplier countries, and the status of
production and exports by important commodity producers.

Projections of post-~enlargement imports and market shares are

derived directly from projections in the Sarris rteport (17}, but

are based on market results 1in the 1978~80 period rather than
those in 1979 which Sarris used in his study. The methodology
Sarris developed and the modifications T used for the
projections in this report are described in the appendix. Some
selected data from the Sarris report are also presented there,

Variable currency exchange rates significantly influenced trade
patterns between 1978 and 1982 and could cause a major
discrepancy between post-znlargement trade shares and those
projected here, This possibility 1s not investigated, although
one could do so by varying relative prices used in the model,
Other factors which might skew the market outcome

*The author is an economist with the Cooperative Extension
Service, University of California—Berkeley.
1/ This report is one of two studies dealing with the

problem., The other study, World Trade in Fruits and Vegetables:

Projections for an Enilarged European Communigz_by Alexander
Sarris (17), is being prepared by the Economic Research Service
of the U.S, Department of Agricul ture (USDA) and should be
published by early 1984, (Underscored numbers in parentheses
refer ro items in the references section at the end of this




ORANGES

Structural Aspects

of EC Trade
—— > +~Tade

Imports

preferences, and from major producers without preferences. EC
enlargement ig expected to significantly affect trade in oranges
because of this complex pattern,

The structure of orange trade 1s defined by the pattern of
imports and lmport Prices, the degree of government
intervention in the EC and in supplying coeuntries, and the

Average level of 1969-71. The decline was fairly uniform
throughout the Period and resulted in lower per capita

Most orange imports (89 PeTcent) were navels, valencias,
shamoutis, or similar varieties, The Yemalning fmports included
the blood, semi-blood, and other minor varieties originating
Primarily in the Mediterranean basin. The United States and
South Africa supplied smagll Quantities of thege varieties,

determined by the impores of the Principal varieties. Fgr thig
Yeason, the following analysis focuses on the imports of fresh
navels, navelinasg, salustiauas, vernas, late valencias,
shamoutis, ang other varietieg included in the EC's Brusselg

France and Germany were the 2ost important orange markets in the
EC, each recelving approximately 500,000 tons per year during
1978-80., Prices in the French market were slightly higher than
in West Germany because of a different varietal and grade mix,

The United Kingdom and the Netherlands imported similar
quantities, 288,000 tong and 270,000 tons, respectively,
Belgium imported 143,000 tons ang Denmark and Ireland imported
only smalj quantities (taple 1).

Reshipments figured importantly in the trade pPosition of several
countries. The Netherlands shipped 27,000 tons to other EC
importers, which gave {ts auction markets an important
Pricemaking role. England Teshipped 11,000 tons and France,
West Germany, apd Belgium Teshipped an average of 26,000 tons
per vear,




Table 1—Sclected information on

EC imports of oranges,

by wember country, 1978-B0 average 1/, 2/

Exporter
and_item

Unit

EC [

Hest
Germany

»
H
*
¥

France

Itnly

Netherlanda

Belgium- H
Luxeobourg H

Tnited
Kingdom

Ireland : Denmark

France:
Guanticy
Yalue
Average price
Price index
Harket share

Selpium/Luxembourg:
Quanticy
Value
Average price
Price index
Harket ghare

Hetherlande:
Guanticy
Yalue
Average price
Price index
Harket share

Hast Germany:
Quantity
Yalue
Averapge price
Price index
Harket share

Italy:
Quantity
Yalue
Average price
Price icd.ix
Merket ghare

United Kiogdom:
Quentity
Yalue
Average price
Price index
Harket share

L R LD

ok ke wr BE gy e

o

H
N
-

H

.
*

H

H
4

H
®

-

H

H

H
4

H

LI I PR L)

L T T L ")

1,000 kilograma :

31,000

Dollars/kilogram :

KA
Percent

1,000 kilograms :

$1,000

Dollars/kdlogran :

Ha
Percent

1,000 kilograms

$1,000
bollarsfkilogram
WA
Percent

1,000 kilograma
$1,000

Dollars/kilogram &

HA
Parcent

1,000 kilograma :

£1,000

Dollare/kilogram ;

N&
Bercant

1,000 kilograms

$1,000

Dollarsfkilogran :

NA
Petcent

10,223
5,578.8
L)
141.92
.8

6,830
3,466.8
.510
132.81
.5

26,794
14,836.1
.553
144,01
2.2

8,629
1,854.6
L4
116.14
.3

8,078
3,038.2
.376
97.91
4

10,863
5,204.4
479
124,73
T

"

4,710
2,677.1
368
156.046
1.4

1,997
1,057.5
529
145.32
.5

4,738
2,701.2
a0
156.59
1.4

N
HA
Ha
HA
HA

2,381
1,202,90

129.39
1.6

341,

165.7
L4835

127.29

o

157
64.8
.412
108.13

7a
33.0
423
111.02

1,d48

2,351

1,341.6
401 570

104,69 132,55
7 2.1

42,3

1,657

B04,0
A73

123.45
7

7,968
4,941.7

. 620
144,18
8.0

6,148 529
2,614.6

304.8
WA23 578
1.0.96 133,93

2.5 oh

43
18.4
27
111.48

1,157
730.3
631
158.94
.5

618

250.5
567

142,82
3

6,575

130.47
2.9

322

181.7
2564

142.08
vl

i0
7.8
780

100 57

58.3 23.2
583 «512

133.71 142,61
7 .3

20
9.4
AT0
i30.91
1

12
3.8
SAG6
129.80

See potes atf end

af table.

Contlinued--




Ireland;
Quanticy
Value
Average price

1.000 kilagrams

31,000
Dollara/kilogran

by member Couatry, 1973

Netherlands

~80 average {continued) i/, 2/

Belgium=
Luxemhour,

Price index
Harket ghare

Spain;
Quantity 1,000 kilograns 243,195 254,609 73,676
Valuoe $1,000 84,990.8  105,444.8 28,498.9
Average price Dolizre/kilogran ; .349 .357 .388
Price index Ha 95.87 93.70 89,76
Market ghara Percent 46.7 54.8 45.3

Greece:
Quantity
Value
Averags price
Price index
Market share

1,000 kilograms 12,088 500 171
$1, 000 3,910,9 172.0 57.6
Dollargfy: - .323 L3344 L3386
NA 88.73 9g,28 78,13
2.1 - —

H
H
H
H
.
H
H

Moroceo:
Quantity
Value
Average price
Frice index :
Marker share

»000 kilogranms 89,410 102,862 24,942 12,914
1,000 25,351.4 40,318.0 9,576.2 5,164,5
lars/kilogram .365 .32 .383 339

NA 100,27 102.62 100,00 92,79
Fercent 13.9 20.9 9,2 8.4

B m oae oa
.

Algeriaz
Quancity
Value
Avarage prica
Price fpdex
Market share

1,000 kiieprams 34 1,015
$1,000 315.1
Dollars/kiiogram <319
Wa EB1.3%

Percent

Tunipia:
Quantity
Value
Average price
Price index
Market ghare

1,600 kiloprams
$1,000
Dollars/kiicgram
NA

3,048
1,736.7
344
89,58

Percant W2

Olae o1 50 me 4y an o L N N T
T

See notec ar eqn




Table 1--Selected infermation

on EC imports of oranges, by member country, 1378-80 average {contipued} 1/, 2§

Exporter

and item

Unit

[

EC

>
i
H

¥egt
Germany

Fraoce

Italy

Hetherlandse

Belglum—
Luzxenbourg

+
H

Upited
Kingdom

H
-
H

Cubaz
Quantity
Yalue
Average price
Price index
Harket share

Brazil:
Quantity
Yalue
Average price
Price Apdex
Harket shave

Uruguay:
fuantity
Yalue
svaTage price
Price index
Market share

Argentipai
Quantity
Value
Average price
Prigce imdex
Market share

Cyprus:
Guantity
Yaluve
Average price
Price index
Market ahate

Iareel:
Quantity
Value
Average price
Price index
Harker share

§n ma rr o ws wr wr &= ke A A% EE B Be

[E R PO TN T)

b e wE s e e

ke BE RE BL oWR WE ww oW

1,000 kilograms
31,000
Dpllarafkilogram
NA
Percent

1,000 kilogrems
$1,000
Dollarsefkilogram
HA
Percent

1,000 kilograms
$1,000
Dollare/kilogrem
NA
Percent

1,000 kilogrems
41,000
bollarsfkilogran
KA
Percent

1,000 kiloprams
$1,000
Dellars/kilogram
A
Parcent

1,600 kilograms
$1,000
Pollars/kilogram
HA
Fercent

s [we

a
.
.
H
»
.
»
.
H
-
B
'
i
B
H
-
H
-
H
*
v
B
H
H
H
B
.
H
H
s
H
H
*
H
.
.
-
-
*
.
.
H
B
.
H
*
.
H
.
+

5,830.2

-8

50,426
19,281.3

382

99,47
2.8

343,304
121,588.1

354

92.18
18.1

21
5.3
.252
6%.,23

f—

27
17.2
«637
175.00

471

208,13
42

121.42
1

2,745
1,044.6
380
104.39
.5

115,828
40,367.0

L 345

94.78
22,1

47
15.8

336

88.18

84
33.0
.39
102.88

29,584
10,952.2

2

.370

37.11
5.7

4,273
1,319.9
.308
80,41
1.2

31,585
9,606.0
304
19,37
2.2

6,143
2,711.3
L4l
115.14
2.6

9,157
4,045.3
441
115.14
3.9

9,459
3,364.3
.355
93.868
3.2

34,412
12,568.0
365
93,30
12.1

840
287.1
341
85.89
2

3,599
1,187.4
.329
32.87
1.0

1%4
7.6
2410
103.27

35,191
13,741.3
.350
98,23
12.0

128,332
45,591.1
.355
89,42
39.8

3.4
L4585
135.09

455
154.3
-339
94 .42
1.6

14,171
4,741.2
L334
93.03
50,9

See notes at end

O|er we =s dn #a
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Table 1—Selected information on EC Imports

of oranges, by memhor Counkry,

1578~80 average {continved) ¥, 2

Exporter
and item

Unle

EC H

West
Germany

France

italy

i _Netherlands

N
*

Belgium-
Luxeabourg

United
¥ ngdom

H
*
ki

Ireipnd

Egypt:
Quantity
Value
Average price
Frice index
Market share

Mozambique:
Quaniity
Valua
Average price
Price index
Marker share

Limbahw-:
Quanticy
Yalue
Averige price
Price index
Market share

South Afrjeg:
Quantircy
Value
Average price
Price index
Market shaye

Swaziland;
Quantity
Value
aAverage price
Frice index
Market ghare

United States:
Quantity
Value
Average price
Price index
Market share

CLRE TS P

$1,000

1,000 kilegrams :

Dellars/kilogran ¢

HAa
Percent

$1,000
Ha

Percent

1,000 kilograms
£1,000
Dollars/kilogram
HA

Parcent
1,000 kilograms
$1,000
Dollars/kilogram
HA

Parcent

i L L S B s ar kR ay e

1,000 kilograms
$1,000
Dollars/kilogram
Ra
Parcant

LT,

1,000 kilograms
31,000
Dollarsfkilngram
NA

Parcent

R L O N T

1,800 kilograms ;

Uoliars/kilogran

e ke s

Sr R mn R o o m

L I

L LT T T

5,485
2,096.1
.382
99,47
K]

158,155
79,529, 5
502
133.72
11.8

2,800
1,531.9
.328
137.50
W2

42,445
21,931.4
.516
134,37
3.z

232
6.7

JAlG

114.28

L5,444.5
48
133.73
B.4

230
112.3

?

488

134,06

1,397
504.4
L 361
84,75
2

128
§82.2

RS

127.29

200

103.5
317

136.69

47,985
23,338.8
+A8g
127.55

i1

466

223,90
478

125.45
.1

4,513
2,101.0
465
122.04
1.0

HA

1,473
3B2.4
.395
102,13

17,4935
8,896,1
<496
128,50
8.6

479
58,7
« 340
140,99
W2

21,110
10,388.4
.515
134,46
10.5

2,384
912.4
382
96.22
F

171.58

Jaz
185.7
<486
135.37
1.9

See pnotes at end
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Fable 1--Selected

information on EC imports of or-nges, by member country, 1973-80 avetage {con~ieued) 2

Exporter
and iten

Unit

EC

H Wagt H
3 Germany 3

Unired H
Kingdom Ireland

.
3

& Belpium- H

France italy 3 Netherlands ; Luxembourg Dennark

Australia:
Quantity
Value
Average price
Price index
Market ghare

Rest of world:
Guantiry
Value
Average price
Price index
Market ghare

Worid:
(uantity
Value
Average price

L e I I R TR TR PYN ¥ RSy P

1,000 kilograms
$£1,000
Dollars/kilogram
HA
Fercenc

1,000 kilogrems
$1,000
Doliars/kilogram
KA
Perceat

1,000 k1lograms
§1,000
Dollars/kilogram

H
+
-
¥
.
]
.
-
H
*
-
v
.
H
.
B
H
H
.
»
4
-
b
.
H

1,745,324
670,284

a8
31.8
AE7
128.29

455

199.1
437

120.05
.1

498,646
181,990.4
364

b
384

43
17.9
L4LG
104.78

966

444.8
<469

12010

-t

528
225.9
427
99.30
.3

Kral

171.4
H62

121.25

72
30.9
429
113,49
-3

1,290
458.9
335
92.68
o

12
6.8
566
129.81

142,728
68L1,472.7
430

287,740
114,324,7
.3%7

17,664
7,706.0
436

25,908
9,304.5
.359

502,959
192,100.7
381

269,677
103,385.5
.383

NA = Hot applicable.
— = Wil or nmegligible.

i/ Average price at c.i.f. {eost, insurance
1979~—1:1.371; 1980~-1:1.392.

(5).

Source:

s and freight fncluded) entry,
Marketr shares are based on value.
2/ Datz are for navels, shamoutis, valepcias, and similar varietles.

converted from ECU to U.S. dollars using the following retios: 1978—1:1.274;

Blogd and other minor varieties sre excluded,
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Spain is the dominant supplier of oranges to the EC, Providing
44 percent of {its import Tequirements ip 1978-80, Israel was
the second B3 Jor source with an import ghare of 20 percent, The
market shares of other major suppliers were; Morocco, 13
Percent; South Africa, 9 Pércent; Cyprus, 2.9 Pe€rcent; and the
United States, 2.4 percent, These top six suppliers provided 91
bercent of EC import requirements for the principal orange
Varieties, Ttaly, the Primary producer of oranges within the

Predominately blood and semi-bloogd varietiesg and, when thege are

Imports from the United States during 1978-80 averaged 42,000
tons annually with 4 dutiable valye of $22 2illion. The volume
of imports wag depressed from Previous yearg because of tyo

currencies, Eg importers facegq an average price in 1981 which
doubled that {n 1980,

Seasonality is an important factor in orange marketing. For
commercial Purposes, the Seasons are defined bv the availability
and characteristics of various orange varieties, by the supplies
of competitive fruits, and by the Seasonal preference of
consurers, )

The EC specifies four seasons for the application of different
tariff rates to fresh orange imports, Thege Seasons, which are
designed to Protect EC producers and to provide preferences tg
certain suppliers, are defined as follows: Tegular, October 16
to March 31; firgt transitional, April 1 ¢o April 30; second
transitional, May 1 to May 15; and Summer, May 16 tqo October

15. The Proportions of orange imports Teceived during these
Seasouns in 1578-80 were: regular, 61 bPercent; first
transitional, 12 bPercent; second transitional, 5 percent; ang
Summer, 22 percent.

imports (table 2). Israel, Morocco, and Cyprus supplied zn
additional 33 Percent of the market. These and other

the resylt of preferential trade agreementsg with the EC. The
United States has been unable Lo gain a footholg in this market
Primarily because of tariff and transportation disadvantages
relative to Mediterraneanp Producers,

the shife toward later varieties of oranges and towarg overseas
suppliarsg, Spain, Israel, Morocco, and Cyprus were Stil1l the
major suppliers to thege markets, but tHeir shares were more




nearly equalized. Both the Ugnited States and South Africa
appeared as suppliers during these periods.

The Mediterranean producers were far moTe important during the
transitional marketing periods tham in the sumner market.
Between 70 and 80 percent of the offseagon shipments from Spain,
Morocco, and Israel were concentrated in the April 1 - May 15
period. These data reflect the small volume of late season
varieties grown in these countries.

The competitive situation changes during the summer season., It
15 a season marked by the availability of late varieties (for
example, valencias) from Northern Hemisphere producers such as
the United States, of winter varieties (for example, navels)
from Southern Hemisphers producers such as South Africa, and of
many other types of fruits. Per capita orange consumption is at
a lower level than during the regular season.

The popularity of oranges 2s a summer fruit ig relatively low in
West Germany and Demmark, which import only 9 percent of their
anoual requirements during the summer. However, Belgium and the
Netherlands, with a stronger consumer demand, import 30-35
percent of their requirements during the summer season. These
figures also indicate the lmportant role assumed by Dutch
auction markets in the redistribution of fruit frow summer
suppliers such as the United States. Re~exports from the
Netherlands amounted to 16 percent of summer imports, but only 7
percent of regular season imports during 1978-80. The United
Kingdom and Ireland also exhibited relatively strong summer
demand.

The summer marker is clearly dominated by South Africa, which
earned a 43-percent import market share during 1978-80. The
United States ranked second with a share of 11 percent, 25
percent of that of the leader. Summer ig the only season when
the United States commands a significant part of the EC orange
market, The reiative positions of the United States ang South
Africa in the EC market have remained about the same over the
past decade. The market shares of other major suppllers to the
summer market in 1978-8( were: Morocco, 9 percent; Israel, 7
percent; Brazil, 6 percent; and Spain, 6 percent.

The Netherlands and Belgium are the major EC customers for .S,
oranges. They received 50 percent and 19 percent, respectively,
of EC imports from the United States. Wast Germany and France,
which accounted for §7 percent of EC imports, were minor buyers
of U.S. oranges. Their direct imports represented only 1.2
percent of EC imports of oranges from the United States.

The summer market is not so heavily dominated by the major
suppliers of oranges as are the other seasonal markets. The top
three shippers in the summer marker accounted for 62.8 percent
of the EC's import supply. During the other three shipping
periods, the top three suppliers were Spain, Morocco, and
Israel. They provided 89.2 percent of import requirements
between April 1 and April 30; 83.0 percent between May 1 and




May 15; and 90.1 percent between October 16 and March 31, There
is a dramatic drop in market share between the third and fourth
suppliers in these latrer markets, whereas the summer market is
failrly evenly divided between the third and fourth supplier,

Table 2--Oranges: Import prices and share of EC imports,
by major suppliers and seasons, 1978-80 1/

Season and supplier ; Price 2/ : Share 3/
3 Cents Percent
April 1 to April 30: :
Cyprus : 17.3 6.0
Israel : 17.8 31.5
Morecco : 18.1 25.0
Spain : 18.7 33.1
Egypt : 18,7 .7
May 1 to May 15; :
Cyprus H 18.7 6.7
Israel : 18.8 27.2
Morocco : 19.2 31.1
Spain ; 19.4 25,9
United States : 19.4 2.6
May 16 to October 15: :
Brazil : 14.6 8.7
Israel ; 19.3 7.3
Spain : 20.3 6.7
South Africa : 23.8 39.8
United States : 24.6 10.3
October 16 to March 31; :
Greece H 15.8 1.3 .
; Israel : 16.4 21.0 i
2 Cyprus : 16.5 1.8 j
Morocceo : 16.6 9.7
Spain : 17.8 60.4

1/ Seasons correspond to the periods utilized in the seasonal
tariff scheme of the FC.
- _21/ Frices are average unit value of imports, c.i.f port of
R entry, plus applicable tariff. Converted at 1 ECU = §$1.352,
3/ Volume market share,

Sources: Average unit values are calculated from (3), and
tariff values, from (6.
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Import Prices

A comparison of lmport prices from diffferent suppliers does not
adequately explain the market shares observed in 1978-80 {table
2). The existence of different prices and market shares which
are sometimes greater when Prices are higher reflects variations
in the quality mix and time pattern of shipments, differences in
terms of sale, and preferences for certain suppliers.

The peak season market for oranges is considered to be October
16 to March 31. This is the period of maximum production 1in
Italy and France and, consequently, the period of maximum tariff
protection. Spain dominated this market in 1978~80 with a share
of 60 percent, even though its duty-paid price was 7-14 percent
above that of the next four leading suppliers. Imports from
Spain were priced § percent below those from Italy and 34
percent below those from France, the only EC producers of
oranges in 1978-80,

A similar pattern held in the summer market, May 16 to Qctober
15. South Africa galned 40 percent of the market, although its
Price was higher than five other leading suppliers. The United
States was the second major source for thisg market, and its
price exceeded that of every other major supplier, Morocco was
an important shipper 1n the early spring market, yet 1ts average
price ranked third from the lowest,

Israel's relative market share was inversely related to its
relative prices. Israeli crange prices were the second Llowest
of 11 major competitors in each of the four EC shipping
pericds. Israel achieved a second~place share in each of the

U.S. prices were high in the EC market during the 1978-80
reriod. In the summer carket, the welghted-average duty-paid
price for orange imports from all sources was 22.0 cents per
pound. The U.S. price averaged 24.6 cents, 12 percent above the
average, Other prices in the market included: Brazil, 14.6
cents; Israel, 19,3 cents; Spain, 20.3 cents; and South Africa,
23.8 cents, During the October 16 to March 31 season, U.§.
prices averaged 23.6 cents as compared with Israel at 16.4 cents
and Spain at 17.8 cents.

The U.S. price pattern varied among EC member countries,

Imports from the United States averaged 24.8 cents per pound ip
the Netherlands during the summer season and accounted for 19
percent of the market. U.S, prices were somewhat higher in
Belgium than in the Netherlands, and the U.§. market share was
16 percent., 1In both these countries, U,S. prices were
considerably above the average import price reported for oranges,

U.S. prices in France and West Germany were lower than in
neighboring countries and very close to the price level of all
orange Imports, Nevertheless, 1U.S. oranges accounted for enly 4
percent of the market. 1In the United Kingdom, prices helped the
United States earn a market share of 8 percent,

11
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The seascnal statistics fepeorted by the EC obscure differences
in the timing patterms of iumports. Most oranges from South
Africa and the United Stares are received after Spanish supplies
have diminished. In the early summer season, prices are
influenced Ly Spanish suppiiers and the demand characteristics
of mid- and late spring., Later summer season prices are
influenced by suppliers from South Africa and the United States,
other producers, and the availability of other summer fruits.

Consequently, average summer season import prices are not
strictly comparable, even allowing for quality differentials,
The average price for Spanish imports is heavily influenced by
early summer market conditions, whereas prices for imports from
the United States and South Africa reflect late summer mariet
conditions~~for example, the availability of summer fruits.

Variations in market services offered by suppliers also cauge
differences in market prices. Such services may include
promotional assistance, favorable credit terms, or exclusive
distribution arrangements. (These factors are discussed more
fully in the section on "Impact of EC Enlargement.”} Related to
these phenomena are the trading preferences that eterge between
importers and exporters. These preferences develored over time
may be more important to the importer than are lower cost
purchases from another supplier.

Government prograwms for intervening in the production and
marketing of oranges vary among countries. The intervention
programs for the EC and major producing countries are described
in the following section. The EC policy toward the production
and marketing of oranges 1s manifested ip four programs;

o The protection of imternal producers (Italy and
France) from excessive external comperition through a
systen of seasonal tariffs.

o The waintenance of acceptable producer prices by a
reference price system and by subsidy payments for
oranges diverted to processing.

¢ The encouragement of export marketing by the payment
of subsidies for the export of oranges to other EC
countries and to third countries.

¢ The improvepent of rroduction and marketing efficiency
through subsidies for varietal improvements or for
modernizing of packing and storage facilities,

The common external tariff is designed to discourage imports
vhen Italian and Freanch productien is highest. Accordingly,
tariffs reach the maximum level during the regular season and
then decline to their minlmum during the summer season.

Tariffs are applied agaiust the c,1.f, {cost, 1nsurance, and
freight included) value of imperts at the EC port of entry,

The tariff schedule applied during the period of this study was:
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Period : Tariff rate
: Percent
April 1-April 30 : 13
day 1-May 15 : 6
May 16-October 15 : 4
October 16-March 31 : 20

The EC negotiated a series of exceptions to this schedule for
a variety of sconomic and political reasons. These exceptions
benefitred Mediterranean producers primarily, at the expense of
other suppliers. Other favorable arrangements were madé under
the Lowé Convention, but they had little impact on orange
imports. The United States and other producers argue that
such exceptions violate the trade preferences negotiated under
the General Agreement on Tariffs and Trade (GATT).

Table 3 shows the effect of these exceptions on 1978 tariff
rates and gives the net value of the rates after they have
been adjusted by the individual preferences granted to majcr
orange suppliers., The 20-percent tariff during the regular
season clearly puts the United States at a competitive
disadvantage in comparison with other major Northern
Hemisphere producers, The other important preducers without
tariff preferences are in the Southerg Hemisphere (for
example, South Africa, Brazil, and Argentina), and they use
their winter production Lc serve the low-tariff summer market
in the EC. The competitive imbalance between Spain and the
United States during the regular season will become more
pronouanced after Spain enters the EC and its net tariff of 12
percent drops to zero.

Buring the summer seasom, the United States and South Afrieg
cowpete on an equal footing with respect to the tariff,
However, late varieties produced in Mediterranean countries
still have 2 small tariff edge,

The average duty—paid value of oranges imported by the EC in
1978-80 was $719 million Per year. This value included duties
of approximately $47 willion or 7 percent of ¢.i.f value.
Consumer prices were probably increased by at least this
amount because wholesale and Tetail markups are customarily
based on landed costs. If the tariff rate applied to Spain
had been zero (the post-enlargement case)} and if other market
shares had remained the same, the duty collected would have
dropped to $17.5 wmillion and the weighted average tariff rate
to 2.6 percent.

It is a0t clear rhat tariffs have benefited ltaly. They may
have protected the domestic market where fresh orange
consumption Increased by about one-~third during the
seventies. However, the tariffs apparently did not encourage

13




e

L

exports to other EC countries between 1969~71 and 1978-80 (for
all orange varieties)., The Italian price for popular varieties
during the regular season averaged 16.7 cents per pound, well
belcw the duty paid price for Spain, 17.8 cents, and was
competitive with Moroceo, 16.6 cents, and with Israel, 16.4
cents. Although the tariff prevented major competitors from
underselling Iraly, it did not stimulate Itallan exports, The
lack of export expansion probably resulted from the ease of

R i ST
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markets in other EC countries,

A second important element of EC citrus policy is the reference
price program. The EC determines a reference Price for oranges
yearly that is based on representative market prices for the .
past 3 years, When import entry prices fail below the reference i
price, a countervailing duty is levied agalnst subsequent P
imports from the offending country until prices are equalized,
Levias have been agssessed against Spain, Israel, Morocco,
Greece, and other suppliers in past years. Reference prices
averaged 12,8 cents per pound in 1978-80, well below the average
import price of 16 cents. Reference prices were establighed for
shipments from December through May and had little impact on
imports frow the United States,

Table 3--"Net" EC tariff on sweet oranges according
to season and principal supplier, 1978 1/

: Season ;
Supplier : : i May 16- : Cct. 16— '
: Apr. 1-30 : May 1-15 ; Oct. 15 ; Mar, 31

: Percent of ad valorem

Greece, Italy : 0 O 0 . 0

Merecco, Tunisia, :
Algeria : 2.6 1.8 .8 4.0

Israel, Cyprus, H
Egypt, Turkey ; 5.2 2.4 1.6 8.0

Spain : 7.8 3.6 2.4 12.0

United States, South:
Africa, Brazil : 13.0 6.0 4,0 20.0

[T

I 1/ The net rate is the value obtained after reducing the EC
: tariff for oranges by the exceptions granted to suppliers under
various agreements which were effective in 1978, Subsequent
negotiations are changing these rates.

Source; (6).
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The reference price program periodically increases import prices
above the level they would otherwise reach for certain suppliers
under the tariff structure alone, Presumably, this program
leads to higher average consumer pricas. The reference price
system protects domestic producers from foreign competition at
prices below the reference price. However, very strict
enforcement of phytosanltary regulations effectively insulates
Italy from foreign competition at each price level.

The EC has adopted other price preograms in addition to the
reference price system to protect grower income. TFor the
1981/82 crop year, the EC determined a buying-in price of
approximately 10.6 cents per pound at which fresh oranges could
be witheld from the market and diverted to other uses. The
growers of processing oranges were also assured of prices of 4-7
cents per pound by granting processors, who paid these prices,
an offsetting subsidy of 2-5 cents per pound. This program
provided oranges for processing at an effective price of 2 cents
pet pound or $44 per metric ton (12, 1982 issue).

EC policy alsc provides export subsidies for the export of
oranges to non-EC countries and pemetratiom premiums to
encourage exports to other EC countries. In 1981/82, the export
subsidy paid on Italian and Greek exports to third countries
ranged between 2.5 and 4.5 cents per pound depending on variety
and quality, and the penetration premium was 5-6 cents per
pound. The penetration premium program undoubtedly helped
divert some Italiam exports toward the EC. However, the impact
was not large. Despite the subsidy payments Italy's aggrepate
export of oranges (all varieties) dropped between 1969-71 and
1978-80., Exports to third countries declined from 102,000 tons
to 62,000 toms, and exports to other EC countries increased from
48,000 tons to 53,000 tons per year. The estimated average
annual cost of the export subsidy and pemetration premium
program applied to Italy in 1978-80 was $10 million,

Greece paid subsidies for the export of oranges prior to its
entry into the EC. The export subsidy for citrus fruits ranged
from 3.5 to 4.5 cents per pound in 1980/81 depending on variety
and quality (21, 1981 issue). The national subsidy scheme
facllitated a 66-percent increase 1lun Greek orange exports
between 1969-71 and 1978-80. The EC subsidy scheme had been
applied to Greece for teoo short 2 period to judge its results in
1982,

Subsidies are paid by the EC and national governwments for
planting improved varieties and constructing or modernizing
facilities. Projects have been established in both Italy and
Corsica, These programs include payments of over $1,000 per
hectare for reconversions of orange groves. Grants can be
obtained to cover half of the cost of approved construction or
modernization of facilities,

Goals for improving the Italian industry in the midseventles

included varietal changes on 42,000 hectares., TYunding for
facilities was directed toward packing, storage, and

15




B N T L TN A EaE

distribution facilities and toward processing plants. Aggregate
production and price data since the program began are inadequate
Lo measure economic benefits.

Otker Producing Countries., Government support for producimg and
marketing oranges varies considerably among the major suppliers
to the EC, Interventiom im Spain and Greece is somewhat similar
to that within the EC and involves various cultural and
marketing assistance programs. The focus in Israel and South
Africa 1s more on the orpganizational interaction of the
production and marketing system. 1In the United States,
Government intervention is limited to general programs such as
promotional assistance through the USDA's Fareign Agricultural
Service, research on pre- and post—harvest problems, and
marketing order programs.

Spain. Spain's policy toward orange production and marketing

is part of a general program directed at the entire citrus
sector. The Government does not comtrol the planting,
cultivation, or production of oranges. 1Its efforts are directed
instead toward helping the Industry to become more praductive or
to avert a decline. Spanish policy lnvolves the following:

@ Assistance for various pest contrel programs, particularly
against Mediterranean and white fruit flies;

0 Financial allowances for replacement of diseased trees to
combat tristeza;

© Subsidies for fuel, fertilizer, and certain types of
machinery and equipment;

© Low-~interest loans for certain structural improvements
such as irrigation facilities;

O Price support for diverting oranges to processing use;
© Provision of tax rebates for oranges exported; and

O Bupport for export marketing through a citrus coordinating
committee which uses tax rebate funds for market promotion,

Processing subsidies are low relative to fresh market prices,
but do provide an outlet for surplus oranges which would
otherwise generate no grower return. Growers recelved
approximately 4.8 cents per pound for a predetermined quantity
of fresh oranges diverted from the fresh market in 1980. 0of
this amount, 2.7 cents (minimum) was patd by the processor and
2.1 by Government subsidy. Fresh market oranges were priced
"on the tree” at approximately 8.5 cests per pound. The
processing subsidy is below the level that would stimulate
surplus production of fresh market varieties.

Export subsidies are paid through a rebate on local taxes for

oranges shipped to export markets. The rebate in 1978/79 was
5.5 percent. Based on estimated growing and marketing costs

16




for that year, the rebate nearly equaled $20 per ton. This
subsidy offsets almost half the EC tariff during Spain‘s
principal export periaod.

Not all the tax rebate is paid to the exporter. About 20
percent is used to support the activities of Spain's Citrus
Coordinating Committee., This committee was established by
Government decree in 1972 anc 15 composed of grower, exporter,
and Government members, It is responsible for promoting
Spanish fresh citrus in export markets. The Committee is
technlcally paid for by exporters through tax rebates rather
than by the Government through treasury funds. 1In this way,
the Committee's operation is similar to U.S. uwarketing orders,

During 1978-80, the Cowwittee spent an average of $3.5 million
per year Lo promote Spanish citrus, almost entirely within the
EC. The common market "“Spania" is heavily supported in these
promotional efforts.

Greece. Govermnmental intervention in Greece is geared to
encouraging the growth of marketable orange varieties and to
providing acceptable minimum prices to growers., In the
midseventies, this program involved a payment of $576 per
hectare for conversion to exportable varieties and an annual
income supplewent of about $84 per hectare until the planted
trees reached bearing age. Producers were paid 4.7 cents per
pound for export-~quality fruit om the tree, of which the buyer
paid 3.1 cents and the Govermment paid 1.6 cents through an
export subsidy. The Government adjusted the level of subsidy
according to market conditions.

Greece's orange exports had duty~-free access to EC markets.
However, its exports to that market remained minor and
actually declined between 1969-71 and 1978-80. Therefore, its
policies had virtually no impact on EC trade in oranges.

Moroceo. Government policy in Morocco involves control of
production and marketing. In past years, the Goverument
expropriated large landholdings which included some productive
orange groves. Since 1972, policy has been directed toward
changing the varietal mix of oranges to those more highly
favored in Furopean markets. The success of thisg poliey is
not yet determined as exports to the EC dropped between
1969-71 and 1978-80 (all varieties). However, Morocco's
presence in the later season markets suggests some success.

Growers have received subsidies for varietal conversions, but
kave not received guaranteed minimum prices. In effect,
prices are controlled within the constraints of market
conditions by the Office de Commercialization et d'Exportation
(OCE), which is responsible for citrus marketing,

The OCE is a quasi-governmental organization and an instrument
of export policy. It has banned the export of certain orange
varieties to enhance Moroceco's reputation for guality fruit
(hence, the reduction in exports previously noted). The OCE
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Varieties, 4 unique featyre of OCE's operation 1s its
complete or partial OWnership of key wholesaler/importer
organizations in France.

production, ang warketing, The primary policy instrument for
citrus is the Citrus Marketing Board of Israel (CMBI), Isrgei
rlaces considerably legg reliance on direct Erower subsidieg
than do other Mediterranean countries. For the first time 1y
MANY vears, growers received a 20-percent subsidy 1n 1975 for
diverting surplus oranges to Processing., Thig policy was
unpopular with grovers who insigteq that processors were
capable of Paying higher prices, The Program ended with the
1975 seasgon, However, the Government continues to get zinimum

salesg control, CMBI is 1ig & position to literally force
structural changes, The Citrus Coordinating Committee of
Spain, ip contrast, lacks such leverage because it cannot
€Xercise complete sales control,

South Africa. Citrus policy in Soutrh Africa ig similar to
that ig Israel, The objective g to develop g strong
eXport-oriented industry which is profitable for growers and
shippers. The Citrus Marketing Boarg 1s the Primary

the Exchange are derived from an assessment against each
carton of citryg sold., Thege funds can pe used only ip direct
support of marketing activities, For eXample, they are used
for Promoting the "Outspan” brang of oranges {n @Xport marketg,
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Table 4 presents production and marketing data for the nine
countries which provided 914 percent of the EC's sweet orange
imperts in 1978-80, Annual production of ocranges in the nine
countries averaged 24,4 millien tong per year in 1978-80,
which was 8.5 willion tons mere than in 1969~71. However,
virtually ail this growth occurred in Brazil and the Unired
States. Aggregate production in the other seven countries was
alwost unchanged.

_ Use of oranges differs markedly between the United States and S
] Brazil and the remaining seven producing countries. The ?;
4 United States allocated 19 percent of its production to fresh 0
markets in 1878-80; Brazil allocated 37 percent; and the other !
countries allocated 83 percent.

Fresh warket use in 1978-80 averaged 10 million tons per year,
¢t increase of 33 percent from 1969~71., Most of this increase
was in Brazil. Brazil and the United States accounted for
about 50 percent of the fresh marketings in the nine producing
. countries. Fresh use in the remaining seven countries was up

e

percent. Processing activities ip the latter countries are
residual to fresh market use,

All the increase in fresh orange wmarketing was directed toward
domestic markets, The nine countries reported export levels
in 1978~80 virtually unchanged from 1969-71. However, trends
: differed among countries, South African eXports rose bs |
- 147,000 tons, whereas Production and domestic use declined. -
The United States increased exports by 118,000 tons, and i
exports from CGreece expanded by 66,000 tone. Spain’s exports _
: dropped 210,000 tong wheraas domestic use of fresh oranges y
i increased by 140,000 tons. Exports from Israel, Cyprus, and *
2 Italy also declined.

Countries that are highly dependent on the EC market and that
3 are not primary suppliers are vulnerable to changes 1in EC

A importing patterns, Israel and Cyprus are examples, Israel
exported over 90 parcent of its fresh market oranges in
1978-80, of which almost 60 percent went to the EC, These
exports accounted for over 50 percent of Israel's fregh
marketings, but only 18 percent of the EC's import
requirements, Cyprus shipped almost 50 bercent of its fregh
oranges to the EC, but achieved & Vvery small share of the

South Africa is vulnerable to shifts ip EC trade preferences
because approxiwately 48 percent of its fresh shipments are
destined for EC markets, However, its position is partially
pPretected by its importance as a major supplier (40 Percent of
the market share) to the summer market, a positfon maintained
without spectal tariff considerations,

Spain 1s in a unique position. Over 90 bercent of its orange
exports are shipped to the EC; however, the EC is highly
dependent on Spain for tts supply of winter Oranges.,
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Table 4-—Production, utilization, ang eXports of sweet oranges by selected
Producers, 1969-71 gpg 1378-80 crop year averages 1/

: : P Exports
Country : P Utilized : To aii destinationg EC 2/
and year ¢ Production : ag fregh : ! Share of ¢ Share of
. : i __Orangeg ;: Quantity : fresh uge : Quantity ; exports
: 1,000
f - =~ 1,000 metric tons -~ - - Percent metric tong Percent
Spain: H
1969-71 : 1,838 1,630 1,033 63.4 %04 87.5
1978-80 : 1,685 1,560 823 32.8 714 86.7
Israel; :
1969-71 : 1,053 688 672 97.7 480 71.4
1978-80 : 868 644 595 92.4 352 59.2
Morocco: H
1969-71 : 650 593 482 81.3 299 62,0
1978-80 : 691 629 485 77.1 250 51.6
South Africa; :
1969-71 : 580 394 216 54.8 167 77.3
1878-80 : 371 433 363 83.8 216 59.4
Cyprus: :
1969-71 : 141 123 108 88.6 50 45,9
1978-80 : 119 104 84 80.8 51 60.7
United States; ;
1969-71 : 7,327 1,722 274 15,9 32 11.7
1978-80 : 8,725 1,824 392 21.5 43 11.0
Brazil: : -
1969-71 : 2,514 1,016 56 5.5 43 76.8
1978-80 : 8,607 3,167 77 2.4 46 59.7
Greece: :
1969-71 : 397 319 100 31.4 18 i8.0
1978-80 : 447 356 166 46,6 14 8.4
Ttaly: :
1969-71 : 1,399 1,056 150 14,2 48 32.0
1978-80Q : 1,711 1,355 115 8.5 53 46.3
Total: :
1569-71 . 15,897 7,541 3,092 41.0 2,041 66.0
1978-80 24,424 10,072 3,100 30.8 1,739 56 1
Change; :
Quantity : 8,527 2,531 8 NA =302 NA
Percent 53.6 33.6 ¢ NA -14.8 NA

NA = Not applicable.

1/ Crop years vary between suppliers, but usually refer to marketing period
Octobar-June ip Northern Hemisphere ang April-Dacember in Southern Hemisphere,

2/ Figures for 1978-80 are estimates based op dnalysis of partial data, mgrket
shares for al1 citrus, or calendar year market gharesg Teported by NIMIXE, (NIMEXE
stands for Nomenclature of Goods for the External Trade Statistics of the Community
and Statistics of Trade Between Member States.) Data for 1969-71 are &8 reported by

Source; (21),
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Neither can be independent of the other. Furthermore, Spain has
4 very strong domestic market for fresh oranges which provides
some relief from the rigors of export markets.

Brazil is at the other extreme. Only 2 percent of its fresh
marketings in 1978-80 found their way to export markets.
Domestic consumption increased by 2 million tons while exports
grew by 21,000 tons from 1969-71. Over half of Brazil's exports
go to the EC, but they play a minor role in the EC's total

supply.

Italy's producers are not export—oriented. Less than 10 percent
of its fresh market allocation reached export markets in
1978-80. 1Italy's EC partners took 45-50 percent of the exports,
mostly the blood varieties,

The United States shipped about 22 percent of its fresh market
oranges to export markets. The EC received only 1l percent of
these exports, or about 2.4 percent of U.S. fresh market oranges,

Export dependence changed among the various orange~producing and
exporting countries between 1969-71 and 1978-80. Six of the
suppliers became less dependent on export markets. South
Africa, the United States, and Greece increased their dependence
on export markets. Seven countries reduced their dependence on
EC markets. Only Italy and Cyprus increased the share of
exports directed toward the EC. These circumstances indicate
that orange producers developed alternative domestic and export
narkets as EC consumption declined.

Table 5 presents projections of EC-9 orange imports in 1986,
These projections were derived From those made by Sarris (17)
for each of the importing countries based on 1979 market
shares. The projected levels result from changes in consumer
income and the elimiration of tariff and nontariff barriers
facing 8pain, Greece, and Portugal. The separate effect of each
of these changes is evaluated (table 5).

S8arris described the theoretical basis and the empirical
estimation of the projection models in his report (17). I
describe the models and the adaptions made for this_;fudy in the
appendix.

Other factors, in addition to the removal of tariff and
nontariff barriers, will affect post—enlargement trade. These
factors include potential policy changes and the ability of
Spain to supply additional oranges to the EC.

I projected EC orange lmports in 1986 by applying the percentage
changes due to income growth and the tariff effects of
enlargement, as calculated by Sarris (17), to the average annual
value of EC iwmports from supplying countries in 1978~80. The
results presented in table 5 differ considerably from those
projected by Sarris because of differences in base year market
shares, These differences are illustrated in table 6. For
example, the larger projected shares reported for Italy, Greece,
Morocco, and the United States occur because their 1978-80
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market shares were substantially larger than in 1979.
Conversely, the lower share projected for Spaln and Isragel
occurs because their 1978-80 averages were below those in 1979,
However, the value of total imports isg only 1.5 percent below
the value projected by Sarris, reflecting the slightly lower
dverage value of imports in 1578-80 as compared with 1979,

invluence that base-year market shares have on projection
results, For example, the large differences between the
Projections for Morocco and the United States are explainped by
differences between the base periods. These differences should
not be of great comncern because they are within the range of
year-to~year variations in imports.

Table 5--Vaiue of EC imports of oranges from selected countries,
1978-8 : average and projected 1986

Changes caused by —-
Income 1/ Enlargement

:_Base year 1978-80; 1986 projection

[T LTS

Country : Value { Amount : Pro~ : Amount : Pro- Value

:_ 2/ ; Share 2/ ¢ portion : 2/ portion : 2/ ; Share
: (D) {2) (3) (4) (5) (6) (7) (8)
¢ 1,000 1,000 1,000 1,000
dollars Percent dollars Percent dollars Percent dollars Percent
Italy 19,893 2.62 2,869 14,42 ~790 ~3.47 21,972 2.49
Spain 283,315 37.32 46,605 16.45 31,078 +9.42 360,999 40,88
Greece 4,591 .60 515 11.22 340 6.65 5,446 .62
Morocco 97,686 12.87 16,108 16.49 -5,712 =5.02 108,082 12,24
South
Africa 97,629 12.86 11,706 11.99 -5,007 ~4,58 104,327 . 11.82
United
States 23,151 3.05 5,420 23.41 -1,534 -5.37 27,037 3.06
Israel i 123,845 16.31 13,8623 11.00 ~4,605 -3.35 132,863 15.05
Rest of :
world : 109,109 14,37 18,396 16.86 -5,153 ~4.12 122,252 13.85
Total : 759,219 100.00 115,242 15.05 8,517 1.38 882,978 130.00

effects of eliminating barriers facing Spain and Greece.
2/ Deflated to 1978-80 average.
rates,
Sources;: Col. (1), (5); cols, (23, (7), (8), calculated; cols, (3), (&), (5),
(6), computed from (17).
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The projections in table 5 conform to the findings reported by
Sarris (17) that the removal of tariff and nontariff barriers
facing Spain and freece will have far less impact on trade in
oranges than will anticipated income growth. The aggregate
changes in market shares for individual suppliers vary because
growth rates and income elasticities in the EC countries which
they serve alsc vary. For the EC, the income {impact is
projected to be $115 willion, whereas the enlargement (price)
effect is only $9 miliion.

The relative price effect of enlargement has little influence on
the level of 1986 imports. However, 1t does account for most of
the changes in market shares projected for individual countries
(table 6). Because these changes are no greater than those in
1978-80, they present few new problems to exporters accustomed
to the normal dynamics of the trading system,

A comparison of the Sarris projections with those in table 5
provides a sense of the potential outcomes in i986, after
enlargement.

Spain will benefit most from the combination of econecmic growth
and relaxation of EC barriers. The EC's increase in orange
imports from Spain will likely range between $78 milliion and
$112 million, and 1ts market share will increase 3 or 4
percentage points,

Changes in Greek exports to the EC are unlikely to affect the
Greek or the EC economies much, Membership in the EC will
increase the value of orange imports from Greece modestly.
Italy will gain little, if any, in exports to the EC.

The U.5. market share is projected to remain at current levels
in 1986. The value of orange imports from the United States is
likely to range between $15 and $27 million. The range
projected for South Africa is $104-$113 million, and that for
Morocco is $83-$104 million. The overall value of EC orange
lmports 1s projected to range between $883 and $896 million,

The projection of import demand utilizes the income rlasticity
parameters estimated for all fresh fruits and nuts imported by
EC members between 1966 and 1978. These values may be high for
oranges because per capita consumption declined while personal
income rose during the past decade. Changes in prices relative
to substitute products or ghifts in consumer preferences may
have offset the positive effect of income growth and led to a
decline in per capita orange consumption,

Because of uncertainty about patterns when consumer incomes rise
or fall, I made a projection in which the income effect was
assumed to be zero. That {s, the overall change in imports was
confined to the price effects of enlargepent. I made
projections by adjusting current Import levels by the price
effect computed by Sarris (17); the results showed a l.4-percent
gain in import values between 1978~80 and 1986,
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Other Considerations

Projected market shares were less for all supplying countries,
except Spain and Greece. Thelr market shares grew by 3.0
percentage points and 0.04 percentage polnts, respectively. For
Greece, this growth reflected the removal of nontariff barriers
only, as the tariff level was already zeroc. The value of
imports from countries other than Greece and Spain declined 3.5
percent, The value of oranges imported from the United States
was projected to be $22 million, rather than $27 million, under
the assumption of income—induced increases in import demand.

An increase in the c.i.f. value of imports is possible when
tariffs are removed in the face of relatively price-inelastic
import demand, Consumer prices decrecse by the amount of the
tariff reduction and stimulate a relatively smaller increase in
the quantity of oranges purchased. However, c.l1.f. prices do not
decreasej thus, revenuves increase in proportion to changes in
the volume purchased.

The EC's future trade in orapges could be affected by factors
other than income and price. Possible changes in EC policy and
the export availabllity of oranges from Spain are discussed in
the following sections.

Table 6——8elected exporrers' market share of EC import
value of oranges, 1979, 1978-80, and 1986

Countxy . 1979 : 1978-80 : 1986 1/ 1986 2/
; Percent

Italy 2.2 2.6 2.1 2.5
Spain : 40.4 37.3 44,1 40.9
Moroceo : 9.8 12.9 5.3 12.2
South Africa ; 13.8 12.9 12.6 11.8
United States ; 1.7 3.1 1.7 3.1
Israel ; 18.1 16.3 16.7 13.1
Rest of world : 14.0 14.9 13.5 14.4

Total ; 100.0 160.0 160.0 100.0

1/ Projections from 1979 base year.
2/ Projections from 1978-80 base year.




Changes in policy. The projected value of orange imports by the
EC and the distribution of market shares are based on projected
income and price conditions. These conditions include the
reduction of tariff and nontariff barriers facing the countries
joining the EC; they do not consider changes in the Common
Agricultural Policy (CAP) for oranges. Such chaages could
include modifications In the reference price system, resulting
in higher internal prices and levies against imports; revisions
in health and sanitary requirements to restrict imports; or the
institution of different quota systems. Prospects for such
changes are speculative and it is difficult to evaluate their
impact.

The extension of export subsidles for oranges to Spain should be
consldered. Such subsidies are currently offered to Italy and
Greece for exports to other EC wmember countries. Extension to
Spain would be costly, but would provide z significant price
advantage to Spain relative to other suppliers. The precedent
has been established by the payment of subsidies to Greek
exporters of oranges. Similar payments to Greek exporters of
raisins bave seriously disrupted U.8. sales of raisins to the EC.

If the 1881/82 EC export subsidy of 5-6 cents per pound were
pald for Spanish exports to other EC member countries in 1986,
the cost to the EC treasury would be approximately $115 willion
(951,000 tons at $121-per—ton subsidy). Spanish prices could be
lowered from 18 cents per pound, their estimated 1986 c.i.f.
value, to i2.5 cents, if the subsidy were passed forward. This
caleculation ignores the reducticns available by eliminating
nontariff barriers as discussed previously. Such a subsidy
could disastrously affect competitive suppliers {f Spain
expanded its production.

The analysis by Josling and Pearson (11) emphasizes the serious
budget comstraints the EC faces. If projected to 1986, these
contraints would seriously reduce the likelihocd that such &
genercous subsidy would be granted without some offsetting form
of revenue. The most probable source of revenue would be
through a system of higher reference prices which would trigger
levies agalnst imports from other suppliers, Higher reference
prices would reduce the need for higher subsidies for shipuents
to other EC members, increase the effective barriers to imports
from other countries, and create higher consumer prices. As the
ma jor supplier to the EC, Spain would be the principal
beneficiary of such a2 policy, and, as the major competitors
during the regular shipping season, Israel and Morocco would be
the greatest losers.

Experience through 1982 shows that the EC has ignored potential
budget problems and has set even higher farm prices. This
pattern provides a legitimate cause for concern about the
extension of export subsidles and reference prices to Spain at
levels which would disrupt trade patterns far beyond those shown
in table 5. Thus, U.S, traders and policymakers should be
prepared to develop strategies to counteract the impact of such
changes.
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Structural Aspects

of EC Trade

Imports

Export Supply. Spain should have no problem furnishing the
additional volume of oranges required to satisfy the projections
in table 5, The added shipments are estimated to be 160,000
tons, based on a c.i,.f. price imcrease of about 10 percent above
pre—enlargement levels., The additional shipments are equivalent
to 9.5 percent of Spain's 1978-8Q average production level.
Sufficient irrigated land appears to be available to accommodate
such a minor shift im production.

The ultimate response by Spain's orange producers depends on the
profitability of orange production relative to other
enterprises., The slight decrease 1in production and the shift to
other citrus or other crops during the past 10 years Euggests
the likelihood of poor returns to orange growing. However, the
price benefits of being in the EC, estimated to be 10 percent
plus the value of eliminated nontariff barriers and potential
subsidies, are likely to maintain orange production at the
tequired levels,

Table grapes vary in popularity among EC member countries,

Their per capita consumption is very high in Irtaly, a producing
country, and very low in Denmark, a oonproducing country. Trade
patterns are determined partly by the relative perishability of
grapes (as cowmpared with oranges, for example)} and partly by the
availability of late varieties or Southern Hemisphere production.

The structure of trade is described by EC import patterns, the
prices for imports, the degree and nature of government
intervention in production and marketing, and the character of
productlon and exports by the major producing countries,

Imports are an important, but not dominant, factor in the EC
market for table grapes. The EC consumed about 1,7 million tons
of fresh grapes annually during 1978-80, of which 500,000 tons
(or 30 percent) were iwported. Italy and France provided
349,000 tons to their EC partners. Non~-EC producers of table
grapes supplied 141,000 tons or 8 percent of domestic use (table
7}.

Table grape consumption within the EC expanded by 209,000 tons
between 1968-70 and 1978-80. Production by EC countries grew by
4n even greater amount and thereby increased EC table grape
exports and reduced imports from third countries by
20,000-30,000 tons.

West Germauny is by far the most important market for imported
table grapes., Imports averaged 278,000 tons per year during
1378-80 and accounted for 55 percent of EC imports, The
importance of West Germany relative to other member countries
has been sustained over the years. Ten years earlier, West
Germany's table grape {mports averaged 238,000 tons or 63
percent of EC imports,

This lmport record is consistent with West Germany's position as

the primary fruit market in the EC. Per capita consumption of
fresh deciduous fruit {n 1978/79 was 206 pounds, 17 percent

26




"2ble ?—Selected information on EC ioports of table grapes, by member country, 1978-B0 average 1/

H West H
EC i Germany : France

Exporter

B Belgium— tnited
and irem i

Unit Italy Netherlands Lurembourg i ¥i=pdom H Ireland

France:
Quantity
Yalue
Average price
Price index
Market share

1,000 kilograms
$1,000
Dollars/kilogram
RA
Percent

58 4,673 4,450 1,835 99
42,1 3,259.2 3,688.2 1,635.4 69,5
725 706 .826 L8391 L 702
61.70 97.64 102.22 81.00 71.48
1.7 13.9 14,8 2.4 3.4

LLICTIN PR FERY

LR TR R L N TR T

Balgium/Luzenbourg
Juantity
Value
Average price
Price ipdex
Harket share

LR TR PR

2/ 296 77
1.4 62,7 220.7
D+&. 1.225 2.B66
Na 169,43 260,54
1.5 ]

1,000 kilograms
$1,000
bollarsf/kilogram
N&
Percent

Hetherlands:
Quantity
Yalue
Average price
Price index
Matket share

1,000 kilograms
$1,000
Dollarsfkilegram
NA
Fercent

3,037 49
5,378.3 . 82.9
1.770 . 1.691
251,77 232.28
1.5 . 1.4

West Germany:
Cuantity
Value
Average price
Price index
Market share

1,000 kilograms
$1,000
Dollarsfkilugram
Ha

7,195 538
5,327.4 871.0
i 1.625
105,26 ] 223.21
Fercenpt 1.5 15,8
Ttalys:
Quantiry
Yalue
Average price
Frice index
Harket share

1,000 kilograme
$1,000
Dollare/kilogran
KA
Percent

323,538 195,884 78,944 22,682 4,599
139,337.5 99,982,.9 32,460.0 16,274.1 Z,770.4
+385 L3510 N1 17 502
83.21 83.85 94,31 83.31 B2.69
53.5 60,5 83.9 65.3 49,6

e L O L T O T T ST 4 oas

United ¥ingdoms
Quantity
Value
Average price
Price index
Hatket ghare

1,000 10 7 G
1,475.4 19.4 5.1 8.7
1.473 1.940 .128 1.450
209.53 326.59 103.40 199.17
<4 —_ — .1

1,000 kilograms
$1,000
Bollara/kilogram
HA
Percent

a
B
v
.
H
-
*
H
-
H
B
.
b
.
B
.
H
.
]
.
H
-
H
®
-
*
H
.
H
.
H
H
-
H
-
H
*
H
H
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See notes at end of table, Continued—




Table 7—Selected information oo EC imperes of table grapes, by member country, 1978-80 average {contipued) 1/

Exporter

and {tem

Belgium~

H Kest H :
Ynit EC ¥ Hetherlapds 3 Luzembourg & H Ireland

Germany Framce : Italy

Colombia:
Cuanrity
Value
Averape price
Frice index
Market share

33 13 -
8.7 —

569 —_

92,53 NA

1,000 kiloprame
$1,000
Dollarefkilogran
NA

Percent

Brazil;
Quantity
Value
Average price
Price ipdex
Market ghare

k1l 19
64,0

2.064
243.59

1,000 kilograms
$1,000
Deilarsfkilogram
Ha
Percent

OB ko dd e e sk MY B ke owa [ me me

L L L O LN T N T T

Chile:
Quantity
Yalue
Average price
Price index
Market share

1,000 kilograns
$1,000
Boliars/kilogram
N&
Percent

2,757 sn2 B804
§,376.,9 908.3 1,154,1
1.587 1.809 1.435
225.74 153,95 198.47
1.2 36.9 4.8

L L R L R TR T T T

Argentinaz
Quantity
Vaiue
Average price
Price index
Market ghare

1,000 kilograms
$1,000
Dollars/kilogram
Na
Percent

160 75 10

238.0 i09.7 1z2.4
1.4B7 1.462 1.240

211,52 . 202.21 3 112,72

Cypruai
Cuantity
Valua
Average price
Price Index
Market share

1,500 Klograms
£1,000
Dollars/kilogram
Ha
Percent

12,811 2 12,424
14,658.6 14,164.3
1.14% 1.140
162.73 103.63
4.1 — 21.0

.
H
.
.
.
.
H
.
4
.
H
s
H
H
.
-
-
*
*
H
H
.
L3
-
-
H
H

Igrael:
Quantity
Value
Average price
Price index
Harket share

1,000 kilograms
$1,000
Dollars/kiicgram
Ha
Percent

1,116 942 31
2,878.3 2,5%3.2 8.4
2.379 2.639 2.609 1.883
366.85 245.36 265.68 258.65
.8 — 3.7 1.4 1.0
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Table 7--Selected informatlon on EC imports of table grapes,

by member country, 1978-80 average (continued} 1/

Exporter
and item

Unic

EC i

West
Carmany

frante 3

italy : Netherlands

3

Belplum—
Luxemhpurg

Spain:
Quancity
Value
Averagas price
Price index
Market share

Greece}
Quantity
Value
Average price
Erice index
Market share

Torkey:
Quantity
Value
Average price
Price index
Harket ghara

Bulgaria;
Quantity
Valnue
Average price
Price index
Market ghare

Scuth Africa:
Quantity
Yalue
Average prica
Price index
Market ghare

Unitad States:
Quantity
Taloe
Average price
Price index
Matket ghare

a as

1,000 kilegrans
$1,000
follars/kilogran
Ha
Percent

1,000 kilegrams
$1,000
Dollars/kilogram
Ha
Bercent

L R T T

FLIE TS

1,000 kilograms
$1,000
Bollars/kilogram
NA
Percent

1,908 kilograms
1,000
Dollarsfikdlogram
Ha
Percent

L L U T L I LI e

W be A

1,000 kilograms
$1,000
Dollarsfkilegram
NA
Percent

1,000 kilograms
$1,000
Dollars/kilogram
NA

Percent

AR Ee by AR RE A BE ws ma e sy Rk

LR LI LA L LRNCLIE PO P YR] T P

L A AR T R T

Be e my B AT AR M aa BY e

WVOED BE e owr ee B % o 4r EE &R e

33,621
42,191.9
786
111.80
11.9

38,561
17,412.5
4.1
64,15
4.9

1,728
889.7
514
73.11
W2

16,687
12,035.4
721
121,38
7.2

30,313
12,040.0
397
£6.83
7.2

1,507
750.8
498
83.83
-4

8,546
7,648.9
.018
130,39
12.5

72
40.3

« 359
79,40

180
249.5

1.3386

196.87
3

iD
25.5

2.550

362,21

1,450
1,301.4
- 897
76.34
52.9

42
90.4
2.132
183.14
3.6

2,337
1,203.5
314
71,09
5.1

5,532
3,169.0

United
Kingdon

.
H
i

Ireland

Deomark

1598
163.5
1.028
126.91
5

21,501
18,082.5
«825
76,00
26,8

2,218
1,913.6
.B62Z
78.36
2.8

7%

76.2
264

a7.63
-1

853
529.6
620
63.13
26,2

8L
98.2
1.212
123,42
4.8

1,688
1,027.3
.608
83,51
18.4
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45.7
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88.32
.8
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357.4
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229.29
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Table 7—Selected

information on EC imports of table grapes,

Fee e

ST L T

by member country,

1378-80 average (continued) 1/

Exporter
and itep

Unit

EC H

Hest H
Gertmany

»
+
-

France

Italy  : Netherlands

H
-
H

Belgiym—
Luxembourg

Best of world:
Quantity
Yalue
Average price
Price index
Harket share

World:
Quantity
Value
Average price

R I N O T TR, LTI

1,000 kilograma
$1,000
Dollars/kilogram
Ha
Parcent

1,000 kilograms
$1,000
Dellara/kilogram

REORE e omr m an b m o om oge gy [ LN T

1,673
865,2
.806
114,65
.2

202,528
353,361,9
- 703

474

282.9
95

100.33
-1

277,535
164,994.1
+ 594

26
51.4
1.976
280.68

—

BB, 670
62,485,1
704

199
99.6
500 <300
246.80 £9.15
o4 3

4
11.6
2

2,08y
2,455,9
1.175

32,629
23,590.9
723

35
80,0
2,051
253.290
.3

30,651
24,8446
«B10

61,235
67,393.8
1.100

2,056
2,018.5
.982

NA = Not applicablae,

D2, ¥ Hot avallable.

== = N1l or negligibie.

;f Average price ar csi.f. enotry, 1978—1:1.274, 19?9*—1:1.3?1, 1980-1:1.3§2.

converted from ECU to I1,S, dollars using the following ratics:
shares are baeed on value,

Market

2/ Quactity pot Tepoxted by asurce.

Sourcez

(5.
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above that i{n the Netherlands and almost 75 percent above that
in France (18). Per capita consumption of table grapes was high
also in West Germany, averaging 2.7 pounds per year in 1978-80,

France imported 89,000 tons of table grapes per year in 1978-80
and accounted for 18 percent of the EC import market, These
lmports supplemented net domestic production (production less
experts) of 162,000 tons. Per capita consumption in France, at
10.3 pounds per person, was slightly higher than that in West
Germany,

The United Kingdom is an important table grape market, but less
so than its size of population would suggest, Imports in
1978-80 averaged 61,000 vons annually, or 12 percent of EC
imports. Per capita cousumption was lower thamn in any EC
country except Ireland. In 1978-80, British consumers used only
2.4 pounds of table grapes per person per year.

The Netherlands and Belgium imported similar quantities of
grapes and together accounted for almost 13 percent of the
lmports., Both countries are minor producers and exporters. Per
capita consumption was 4,9 pounds in the Netherlands and 7.0
pounds in Belgium/Luxembourg.

Italy is a majou preoducer of table 8rapes and imports very
limited quantities to satisfy specific varietal, regional, or
seasonal requirements. Per capita consumption was 39 pounds per
year in 1978/79, an extraordinarily high level compared with
that in other countries. If this rate should diminish in
response to competition from other fruirs, a large additional
quantity of grapes might be forced onto the export market,

The EC imports grapes from numerous countries, primarily in the
Mediterrzaean basin, Of thesge imports, 64 percent {324,000 touns
annually) originated im Italy during 1978-80 and an additional 5
percent (26,000 tons) came from France, Approximately 12,000
tons were from other EC members, including re-exports,

Twelve third-country suppliers provided the remaining 29 percent
(141,000 toms) of EC requirements. Minor producers not 1listed
in EC statistical summaries provided 475 toms.

Spain was the major non-EC source to the EC for table grapes as
befits its location and production capacity, Imports from Spain
were 34,000 tens annually in 1978-80, 38 percent of the imports
from all outgide suppliers, but oanly 11 percent of all table
grape imports.

Greece was the second ranking non~EC source. Imports from
Greece averaged 39,000 tons annually in 1978-80, 27 percent of
imports from outside supplies, However, these imports zccounted
for only 8 percent of total table grape imports,

The third major non-EC source was South Africa, which provided

26,000 tons per year or 18 percent of the imports from outside
shippers and 5 percent from all exporters. Grapes from South
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Africa are received ip the winter and spring when they do not
compete with EC-produced grapes, except those produced under
glass.

The fourth ranking supplier was Cyprus with 13,000 toms,

9 percent of third country supplies and 3 percent of total EC
ilmports. Eight other countries provided 2 percent of all EC
lmports of table grapes during 1978-80.

The United States supplied 2,400 tons annually during i978~80,
pPrimarily of the emperor variety, with an average annual value
of $3 wmillicen. This volume was 2 percent of the imports from
non—EC sources or 0.5 percent of those from all sources.

Imports were primarily in December and January with smaller
amounts received in November and February. Spain and Italy were
the major competitors of the United States in November and
December, whereas Spain was the principal competitor in January
and February,

Many varieties of table grapes are offered for sale on the EC
market, and consumer preferences vary among countries {11).
German consumers prefer white grapes, such as the Italian
variety “regina,” to black or red varieties. They shy away

from the French variety "chasselas,” an important part of French
Production, and from grapes with 2 muscat flavor. Dutch
consumers have similar preferences. British buyers seek out
"ohanes" from Spain and Thompson seedless and sultanas from
Cyprus. French consumers prefer the locally grown and flavorful
"chasselas.” They also consume the "gros vert” and "muscat"
varieties that are less popular in other markets. In Italy,
"regina” and other domestically produced varieties are popular.

The EC divides the importiug year into two seasons for import
protection purposes. One season 1s defined as July 15 through
October 31, the period of maximum EC production, The customs
tariff in 1978-80 was 22 percent of dutiable value during this
season, although tariff reductions were allowed for several
Mediterranean suppliers. During the remainder of the marketing
year——November 1 through July l4--tariffs dip slightly to 18
percent (except for emperor grapes which are subject to a lower
gchedule),

The seasonal differences in import market shares for table
grapes are less significant than they are for oranges. However,
because the United States 1s concerned primarily with the
off-season market {November I~July 14), that warket deserves
specifiec attention. Imports during the off season were 138,000
tons, 27 percent of the average annual imports for 1978-80. It
is apparent that neither U.S. nor Southera Hemisphere producers
have a lock on this market, although South Africa has an
important position during the latter half of this season.

Italy was the primary supplier to the EC market during November
1-July 14, providing 35 percent of the import volume, Spain
supplied 31 percent. The significance of these data 1s that
both countries have late-season or storage varieties which can
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compete with those of other suppliers, at least during the early
months of the season, BSpain stays in the market longer than
Italy with shipwents stretching out to March {although at a very
low volume). Italian shipments are almost finished by the end
of December or January.

South Africa shipped a yearly average of 26,000 tons of table
grapes to the off-season market, 1% percent of EC imports during
1978-80. Receipts were concentrated in the March through June
period. The principal competitors with South Africa durlng this
period were Chile and Argentina, although Spain provided a small
volume (273,

The United Kingdom and Ireland were the only EC imperting
countries that received an appreciable import share during the
off seagon. Thelr receipts during this period amounted to 46
percent and 530 percent, respectively, of average annual
imports., West Germany recelved only 22 percent of its
requirements during the off season, but still purchased
substantially more grapes than any other member country during
that time,

Import Prices Average duty-paild Import prices vary considerably between
supplier countriles (table 8). This difference in prices is
explained primarily by variletal and quality distinctions and by
dissimilar marketing periods. The result 15 a digparity between
relative prices and market shaves.

Italy was the primary supplier to the EC during both import
seasons, Prices during 1878-80 averaged 20 cents per pound in
the regular season and 29 cents per pound in the off season.
These prices were lower than those of other principal suppliers,
except Greece. Even though Greece gold grapes at lower prices
than other competitors during the regular and off seasons, it
could only gain the second-ranking market share in the regular
season and the fourth-ranking market share in the off season.

Prices for U.S. imports were counsiderably above the averages of
major competitors during the off season. However, they were
below those for Scuth Africa which, as the closest important
Southern Hemisphere producer, has a virtual monopoly on the
spring market.

Fresh grape prices follow seasonal patterns which makes
comparing prices which are averaged over several wonths
difficult., This problem is apparent particularly for South
Africa., EC imports from South Africa tend to be concentrated in
April and May, and the high price reflects competitive
conditions at that time. South African grapes are not readily
substitutable with other grapes because very few alternatives
are available,

EC ifwmports from the United States tend to cluster in December
when the major competition is from Spain. The difference
between U.5. and Spanish prices during this period is due
principally to varietal and quality differences. Imports from
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Government
Intervention

the United States are mostly the emperor variety which can
obtain a premium over some, but not all, Spanish varieties
offered at that time.

French grapes are marketed later in the producing season than
are Italian grapes because of climatic differences. The higher
average price for French grapes reflects the changed market
conditions in the later period and the differences in varietal
mix and grape quality.

Most Greek grapes are marketed at the same time as Spanish
grapes. However, they tend to be of lower quality (as measured
by consumer preferences for flavor, size, and appearance) and
cannot command the same price as Spanish grapes.

Government programs for intervening in the production and
marketing of grapes vary among countries., The intervention
programs for the EC and other selected countries are described
in the following sections,

Table 8~-Table grapes: Import prices and shares of EC
imports, by major suppliers and seasons, 1/
197880 average

: July 15 to : November 1 to
: October 31 : July 14
Supplier i H H :

i Price 2/ ; Share 3/ : Price 2/ : Share 3/

¢ Cents per Cents per

: pound Percent pound Percent
Italy : 26.0 75.6 29.4 34.8
France : 32.4 6.3 36.6 1.8
Spain i 43.3 2,8 41.6 31.4
Greece ; 20.8 9.4 17.6 3.1
South Africa : 88.7 4/ 9¢.3 18.8
Cyprus : 60.6 "3.3 76.3 .7
United States i A NA 64.8 i.8

NA = not applicable.

1/ Seasons correspond to the EC's seasonal tariff scheme.

5/ Prices are average unit value of imports c,i.f. port of
entry, plus applicable tariff, Prices are converted from ECU
to dollars at average amnual exchange rates.

3/ Volume market share.

E} Less than 0.5 percent.

Sources: C.i.f. prices are from (5); tariffs are from (6).
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EC. The following EC programs influence the marketing of table

grapes;

o A system of external tariffs to protect growers in Italy,
France, and (after January 1, 1981) Greece from low-priced
imports;

¢ A system of reference prices tro provide added protection
from low prices on internal markets; and

© A program of eXport subsidies to encourage shipments to
third countries, particularly during periods of abundance,

The tariffs charged against table grapes were among the
highest the EC applied to fresh fruits and vegetableg in
1978-80. The basic tariff was 22 percent ad valorem for
Imports during the peak EC production perigﬁ; July 15-October
31. For the remainder of the year, the relevant rate was 18

was substantially or entirely inadequate to Serve consumer
requirements, igher consumer Prices resulted, without an
offsetting benefit to EC table grape producers,

The EC has made a series of exceptions to this tariff
schedule, As the result of GATT negotiations, the tariff on
rYed emperor variety grapes {the principal variety imported
from the United States} will be dropped in steps to 10 percent
from its earlier level of 18 percent during December apnd
January,

Duties were applied to imports from Spaln and Portugal at 50
perceat of the full rate for imports during January, February,
and March., Other tariff exceptions were granted to various
Mediterranean bProducers for trade or pelitical reasons, The
mOSt common allowances were for & 60~percent reduction in
tariffsg for imports during the first part of the off season,
The countries receiving such benefits were {and are) minor
suppliers of table grapes,

The structure of external tariffs ig not particulariy
favorable to U.g. exporters even with the special rate
accorded to the emperor variety. The rate in 1980 was 14
bercent for imports in December gnd January ag coupared with
11 percent for Spanish imports in January-March and 7.2
percent for most imports from North Africa and Turkey in
December-April.

It 1s difficult tro evaluate the effectiveness of tariffs, per
Se, because other forces have strengly influenced market
;Eéults. However, during the past 10 years, ltallan grape
EXports to other EC members increased about 65 percent while
preduction eXpanded by 30 percent. Tariff protection must
have been an important factor in making such an increase
profitable.
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reference price, a countervailing duty is charged against the
exporting country.

The reference price established in 1979/80 was 17.6 ceunts per
pound and the 1980/81 price was 18.1 cents per pound. Both of
these prices were substantially below the EC average import
price of 27 cents in 1978-80 (regular season) and below the
calculated prices for all listed suppliers except Bulgaria,

In the latter case, the volume was quite small and had little
impact on the market. Consequently, it is unlikely that the
reference prices significantly altered import patterns during
1978-80,

Incentives are paid by the EC for the export of table grapes
to third count-ies. This program is unlike that for oranges
in that subsidies are not offered for shipments to other EC
members, The subsidies extended in 1981/82 were 2 cents per
pound ($46 per ton) for shipments in August and September and
3.6 cents per pound ($72 per tom) for shipments during October
to July. The subsidy was approximately 6-10 percent of the
regular season export prices for France, Italy, and Greece
during 1978-80 and 10-20 percent of the off-season export
prices, The impact of these subsidies on trade with third
countries was not evaluated. Although the subsidy level
appears sufficient to divert some exports, the fact remains
that France, Italy, and Greece st1ll ship the preponderance of
their exports te their EC partners.

EC policy incorporates a system of grades and standards and
industry organization. French and Italian table grape
producers have recommended tightening grape standards and
bolstering producer organizatione to restrict imports from
Greece and Spain (after enlargement) and to improve their own
competitive strategies (22), If these recommendations are
adopted, there will be some readjustment in market shares
between major suppliers, but it is unlikely to affect the
United States because of concentration in a specific variety
and quality market.

Other Producing Countries. Government programs affecting the
production and marketing of table grapes vary in other
producing countries.

The policies applied in Greece during 1978-80 are being
adapted to meet the requirements of the EC, including the
payment of export subsidies as previously discussed. In
addition, Greece offered income support to growers of
export—quality table grapes in 1981/82. The support amounted
to 1.8 cents per pound, about 10 percent of average producer
prices in 1978-80,

Spain's policy toward table grapes is part of an overall
policy toward the fruit sector. The policy includes measures
to improve production, such as assistance for pest control
programs, machinery purchases, and facilities construction,
The assistacce to construction is in the form of low—interest
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loans. The Goverament also granted a 3.5-percent tax rebate
in 1981 for the export of table grapes. It offered gpecial
export subsidy of 1.8 cents per pound (5 percent of the
1578-80 c.i.f. price for all varieties) and a minimum grower
price of $200 per ton for the ohane variety (22). The minimum
grower price was low when compared with average producer
prices for table grapes in Greece, $392 per ton, and in Italy,
$341 per ton, during 1978-80 (4, p. 350).

Govermment intervention In South Africa centers on market
organization rather than on payments to producers and
exporters. The marketing of fresh table grapes is controlled
by the Deciducus Fruit Board which operates 1n a manner
similar to the Citrus Board,

Government policies in other supplier countries have little
impact on trade because these countries are such minor sources
for EC grape imports,

I now describe the structure of table grape production and
marketing in the Principal suppliers to the EC, This
information will help readers evaluate botential responses to
changes which occur in the EC.

Table 9 presents production and marketing data for the seven
countries which provided 96 percent of the EC's table grape
imports in 1978-80. Tt shows that the Ba jor suppliers were
not highly dependent on export marketings. This situation
contrasts with that for oranges,

South Africa had the highest export dependence because it
shipped 51 percent of its production to foreign markets.
Four-fifths of these EXpOrts were directed toward the EC.
Thus, South Africa might seem vulnerable to shifts in the EC's
import policy for table grapes. However, South Africa's
virtual monopoly in the spring market (because of
contra-season production) suggests otherwlse.

Italy had the second largest export dependence on the EC,
although exporting only 29 percent of itg production. Most
(79 percent) of these €Xports go to other EC countries. There
is a two~way dependency in this regard because imports from
Italy accounted for almost 67 percent of EC imports,
Therefere, a change in EC demand would not have muck impact on
Italian production, but g change in Italian production would
have a major impact on EC markets.

The United States has the next largest export dependence—-24
percent of the fresh market use. However, EC marketg account
for only 2 percent of U.S. exports (1.l-percent average 1in
1979-81). Over the past decade, U.S, exports to the EC have
declined slightly, but total eXports have expanded because of
growing markets in Asia. Thus, average U.S. dependence on the
EC markets has declined.
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f? Table 9—-Production and export of table grapes,
- by selected countries, 1978-80 average
; : : : Exports : : Imports
: : Pro- : Total : share of : Imports: share of
s Country i duction : exports : pro- : by EC : total
i : : :_duction 3 i exports
?; ¢ (1 (2) (3 (4) (5)
: : 1,000
{?i : metric
L : 1,000 metric toms Percent tons Percent
. France  : 194.3 32.5 16.7 25.5 78.5
Italy :1,418.7  411.2 29.0 323.5 78.7
Spain  : 471.7  65.2 13.8 53.6 82.2
Greece  : 263.9  50.1 19.0 38.6 77.0
- :
= South :
: Africa : 61.6 31.6 51.3 26.1 82.6
Cyprus : 105.3 16.3 15.5 12.8 78.5
1 United :
States : 1/462.7 110.2 23.8 2.4 2.2
. ;/ Total of fresh market utilization. _
; Sources: GCols. (1), (2), (D), (8); col. (4), (5); cols. (3) and £
(5), calculated.

The remaining major grape exporters to the EC-~France, Spain,
Greece, and Cyprus—export relatively small portions of their
production. Exports as a percentage of production ranged from
14 to 19 percent for these four countries in 1978-80. However,
each of these countries was highly dependent (77-82 percent) on
the EC as an export market.

For France and Greece, this dependence is reinforced by the
links among EC members. When Spain becomes a member these :
links will presumably continue. Spaln is of particular concern 1
because a slight increage in total production could increase '
export availability significantly, although at lower prices. -
For example, a 10-percent inerease in average production would :
lower prices by about 22 percent (based on a price elasticity

of demand of -0.45) and, if channeled to export markets, would
Increase export supply by 72 percent, according to 1978-80

averages,
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Cyprus exported 16 percent of 1ts table grape production in
1978-80, most of which went to the EC. The country's export
program is highly vulnerable to shifts in the EC's import
policy. Cyprus is likely to suffer after enlargement as Greece
and Spain gain added market shares.

I estimated the impact of EC enlargement on trade in table
grapes by using an econometric model of trade relationships, I
further analyzed these results in the contexr of potential
technological and policy changes,

Table 9 shows projections of EC imports of table grapes. We
derived these projections from those made by Sarris based on
1972 market shares, using his trade model (17). The derivation
of the Sarris model and the adaptions made for the projection
presented in this study are explained in appendix A.

I projected EC table grape imports by applying the same change
rates reported by Sarris for the EC to 1978-80 market shares.
They differ from those Sarris projected by applying the
percentage changes caused by income growth and by tariff
reduction (17) to the 1978-80 imports from supplying
countries. The results projected to 1986 also differ from
those Sarris projected.

The projections in table 9 couform to the findings reported by
Sarris that the removal of tariff and nontariff barriers facing
Greece and Spain will affect overall EC imports far less than
will anticipated changes in incomes. The latter changes are
projected to expand imports by 1986 by $46 million, whereas the
temoval of barriers for Spain and Greece will further augment
trade by $2.5 million.

Changes in import demand resulting from increased personal
income are projected to increase imports from Italy by $27.2
million (14,3 percent), from South Africa by $4.9 million (11,2
percent), from Spain by $4.2 willion (10 percent), and from
France by $3 million (16.5 percent), Imports from the United
States are projected to increase $255,000 or 8.4 percent
because of income changes,

The price effect of eliminating barriers facing Spain and
Greece is created by a change in relative prices between those
countries and their competitors. For Greece, the entire effect
results from the elimination of levies rather than tariffs
because imports from Greece were not subject to the tariff
during the base period. The relative change in imports from
Greece caused by lower prices was 13.6 percent and that for
imports from Spain was 9.8 percent. In absolute terms, the
Spanish gain 1s larger than the Greek gain—-$4.5 million
compared with $2.7 million.

The other minor suppliers to the EC lose market shares as
prices for importe from Spain and Greece become relatively
lower. Losses in import value range between 4 percent for
Cyprus and Israel and 0.6 percent for Bulgaria. The average
export loss among non-EC producers is 2.3 percent,
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Cther Considerations

The net result of income and price effects is to Increase the
imports from each supplier country, except Cyprus., Imports.
from Spain are projected to increase from $42 million in
1978-80 to $51 willion in 1986, those from Greece to increase
from $17 million to $23 million, and those from South Africa to
increase from $44 million to $48 million. Italy is expected to
maintain its dominant market share with imports valued at $214
million, These changes will have little impact om imports from
the United States, which are projected to rise glightly from
$3.0 million to $3.2 million.

The projections presented here represent a rigorous way of
interpreting available market information. However, these
projections are subject to varying interpretations based on
individual bellefs about the various underlying assumptions.
One assumption that tends to increase uncertainty is the use of
demand parameters which have been estimated for ail fresh
fruits. Although an alternative estimate for such parameters
is not provided, one should remember that imports of table
grapes from non—EC suppliers actually declined between 1868~-70
and 1978~80, even though real consumer income increased. If
this behavior continues over the projection period, import
levels and market shares for non-EC exporters will be lower
than those shown in table 10.

Projections in table 10 are based on past relationships among
imports from individual countries, relative prices, and
consumer income., It 1s also assumed that producing countries
can supply whatever quantity is demanded. These relationships
and assumptions enable us to evaluate changes in trade barriers
{when they can be expressed in terms of price) and in income.
These projections have not been used to expliore the impact of
changes in the reference price system or changes in various
institutional arrangments. As noted in the discussion on
oranges, such analysis would be extremely difficult, if
possible at all.

Including Spain and Greece in the EC will not change the table
grape market much because the EC has a high degree of
self-sufficiency in table grapes and the new members are
already principal suppliers. Consequently, what pressures
emerge are more likely to relate to quality standards for Greek
and Spanish grapes than to export subsidies for shipments to EC
markets. Obviously, a "penetration” premium program, such as
offered for oranges, would further reduce the market shares of
competing suppliers.

The volume of exports needed to satisfy projected EC demand is
modest relative to production im the supplying countries., The
increase projected for Italy is 3 percent of 1978-80 average
production; that for Spain is 2.4 percent; and that for Greece
1s 4.4 percent. These increases would not push preduction
against land and water constraints.

Domestic demand is likely to grow in Greece and Spain, however,
placing additfonal pressure on production. Depending en the
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Prices of competitive crops, the production Tesponse by grape
producers might be legs than needed, Past pProduction increases
in Greece indicate that profits are anticipated in table grape
Production and that land and water constraints have not been
binding, There ig little evidence that such barriers might
curtall the level of expansion projected here,

The situation in Spain 1s similar, Discussions with personnel
in USDA's Foreign Agricultural Service indicate that Spain will
have enough land and water to increase grape production if
relative prices are adequate,

late varieties which can be readily stored. This type of
change will likely have far more influence on U,§, marketing
Strategy than will the enlargement of the EC.

The United States has a vital interest in EC trade in raising,
an interest sparked because of the EC's position as the
dominant market for U.S. raisin exports., This interest wag
heightened by the export subsidies extended to Greek raisin
Producers after Greece entered the EC, Thege subgidies
dramatically reduced the U.8, share of EC markets and
threatened to disrupt markets in non-EC importing couatries,

EC. The average yearly import value for raisins in 1978-80 wag
$324 million, and that for prunes, the gecond ranking import,
was $50 million,

Raisins are a diverse product and have geveral uses, To
simplify, I use the term "raisir® here to refer to all classes
of dried grapes. The various ¢ -sses are often defined in the
trade as follows;

Currants Produced from Corinth grapes, They are small,
mostly seedless, and reddish black in color,

Sultana Produced fronm grapes, similar to the Thompson
seedless, but the raisins are slightly smaller,
rounder, and lighter in color. This term is
increasingly used to include Thompson Seedless
raisins,

Sultanina Refers to raisins produced frog Thompson seedless
E€rapes and is sometimes applied to Australiag
sultanas.

Raisinsg This term is replacing sultaning as the name for
raisins made fronm Thompson Seedlessg grapes,
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Table 10--Value of EC imports of table grapes from selected countries,
1978-80 average and projected 1986

: : Changes caused by —- 3
i_Base year 1978-80: Income 1/ . Enlargement : 1986 projection
Country : Value ; : Amount : Pro— : Amount : Pro— ! Value

i 2/ ¢ Share : 2/ : portiom : 2/ portion : 2/ : Share

¢ () (23 (3) (4) (5) (6) (75 (8>

: 1,000 1,000 1,000 1,000

: dollars Percent dollars Percent dollars Percent dollars Percent
France : 18,458 5.22 3,041 16.48 =212 -0.99 21,287 5.29
Italy : 189,338 53.58 27,207 14.37 -2,360 -1.09 214,185 53,28
Spain : 42,182 11.94 4,198 9.95 4,532 9.77 30,922 12,66
Greece : 17,413 4,92 2,490 14.30 2,708 13.61 22,6811 5.62
South :

Africa 44,001 12,45 4,945 11.24 -778 -1.59 48,168 11.98
Cyprus 3 14,659 4.14 277 1.89 -651 ~4,36 14,285 3.55
United :

States : 3,046 .86 255 8.40 -89 -2.79 3,212 .79
Rest of :

world 24,255 6.86 3,767 15.53 -675" ~2.41 27,347 6.80

Total : 353,362 100,00 46,180 13.07 2,475 b2 402,017 100.00

Note: Percentage totals ay not add to 100 because of rounding.

1/ Income changes are those created by income growth without accounting for price
effects of eliminating barriers facing Spain and Greece.

2/ Deflated to 1978-80 average. Converted from ECU at average annual exchange
rates.

Sources: Col. (1) Tabile 7; cols. (2}, (73, and (8), calculated; cols. (3), (4),
(5), (6), computed from (173,

The various types of raisins are not perfect substitutes. For
bakery use in Great Britain, for example, currants are much
preferred to sultanas for their size, appearance, and flavor.
In West Germany, the confectionery trade pPrefers raisins
(sultaninas) because their flavor complements that of chocoldte

and because they are relatively free~flowing. These pPreferences

can be translated into price differentials which are usually
observed in the market place among raisins from different
sources.

Raisins are also distinguished by quality, although such a
distinction does not appear in import data. According to trade
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sources, railsins from some exporting countries require cleaning
or other additicnal treatment to make them usable,

Consequently, importers are willing to pay a premium for raisins
that do not require further Lreatment, Prior to 1978, raisius
from the United States could be sold at prices $200-$400 per ton
higher than thase of other suprliers becausge of their superior
quality (13). The pricing situation has changed since that time
and is analyzed later,

two decades., Imports averaged 213,000 tons yearly in 1956-60,
216,000 tons in 1867-70, and 215,000 tomns in 1977-80. These
import levels by EC member countries occurred while both world
production and exports declined slightly from their levels in
the late sixties.

The structure of EC imports for 1978-80 1is presented {a table
11. The annual average of EC imports during that period was
215,000 tons with a value of $324 million. The United Kingdom
(U.K.) was, by far, the leading EC customer for raising (and
currants, if considered separately). It imported 99,000 tons
and accounted for 46 percent of the EC’s imports. About half
the U.K.'s imports went to the retail trade and were primarily
sultanas. The other half, composed primarily of sultaninas and
currants, was assumed, on the basis of past trends, to have been
used by the bakery and confectionery industries. Currants are
used primarily in fruit cakes, cookies, and puddings; retail use
1s not significant.

West Germany was the second major buver in the EC, taking 45,000
tons at an average yearly value of $69 million. Traditionally,
about 25 percent of the lmports are used at retail. The retail
trade prefers large, light-colored sultanas and currants (the
inverse of the U.K, preferences), The bakery and confectionery
industries use about 75 percent of the imports. The bakery
trade prefers lighter sultanas, but confectioners tend to prefer
the darker and more flavorful sultaninas. Thege preferences
Partly depend on the size of price differentialg among different
raisin types and qualities, Preferences are changing as
relative prices favor one type or quality over another,

Relative prices are the ¢rux of the problem confronting U,S.
exporters faced with subsidized competition from Greece.

The Netherlands is also an lmportant importer of raisins, taking
an average of 25,000 tonsg yearly in 1978-80 and accounting for
12 percent of EC lmports. The ktrade in the Netherlands
generally prefers darker raisins (sultaninas). This preference
1s closer to that in the U.K. than to that in neighboring West
Germany, Imports by other EC members are not large. France and
Italy each accounted for about 7 percent of imports, and Belgium
and Ireland each took half that amount,

Greece supplied 37 percent of the raisins and currants imported
by the EC in 1978-80. Most of the Greek shipments went to the
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Table 11—Selected information on EC imports of dried raisins, by member country, 1578-80) average 1/

HWegt Tnited

[} Belgium—
EC Germany : France Netherlands

Exporter
aund item

"o

Unit

Luzembourg  ; FKingdonm

Fraoce:
Cuantity
Value
fverage price
Price index
Market share

i18 60 43
114.7 33.2
1.511 FT2
125.06

1,000 kilograms
$1,000
Doliars/kilogrem
Ha
Percent

LT N I IR

Belgium/Luxembourgs :
Quaniity
Value
Avarage price
Price index
Harket share

1,000 kilograms
$1,000
Bollare/kilogram
NA
Percent

Netherlands:
Tuantity
Value
Average price
Price dindex
Market share

|

,000 kilograms
$1,000
Llarafkilogran
Ha
Fercent

&

L L N I I R P N T T e

West Germany:
Quantity
Value
Average price
Price index
Matket share

omn

1,000 ®lograms
$1,000
Doliars/kifogran
NA
Percenk

Italys:
{uantity
Value
Average price
Price index
Market share

=

000 kilegrams
$1,600

11arsfkilogran
NA

Percent

5

United Fingdom:
Tuantity
Value
Average price
Price index
Market share

620
1,141.1 10.%
1.840 2,725
122.09 i35.83
+3 .1

1,000 kilograms
§1,000
Dollars/kilogram
Na
PeTcent

L L O O I T I TS I P

S R LR L L L TN T T TR Sy

See notes at end of tzble. Continued-~




Table 11—Selected information on EC imports of dried raisins, by member country, 1978-80 average (continued) 1S

Exporter
and item

Tnit

EC

West
Germany

France

-
H
=
.

italy

Metherlands

Belgiym~
Luyembourg

United &
Kingdom H

Ireland

Ireland:
CGuantity
Value
average price
Price index
Harket share

Spain:
Quantity
Value
Average price
Price index
Harket shate

Greece:l
Quantity
Value
Average price
Price index
Market share

Turkey:
Quantity
Valuz
Average price
Price index
darket share

USSR
Quantity
Value
Average price
Price iundex
Market share

Czechoslovakla:
Quantity
Yalue
Average price
Price index
Market ghare

T T TR R TR L LU DO T

Wb A Rk WE BE WY Br An E8 as dr B

wh BRI B4 4k A B2 Gm o ga #8 as Be e

1,000 kileograms
$1,000
Dollars/kilogram
Ra
Percent

1,000 kilegrams
$1,000
Dollars/kilogram
Ha
Percent

1,000 kilograms
$1,000
Dollars/kilogram
Na
Parcent

1,000 kilograms
$1,000
Dollars/kilogram

H&
Parcent

1,060 kilograms
$1,000
Dollarsfkilogram
Ha
Percent

1,000 kilograms
51,000
Dollave/kilogram

HA
Percent

PV T TR TR LR T )

av mr b= &% sa dn o me dv e

ai sk my Ak

w

2m @s ma ds kv me Fi gk Bu B N4 A= Ex #F &0 mT aw

- a

26
59.4
1.900
126.07

13
43.5

3.348

215.97

ig2

578.0
3.1%5

199.93
2.5

4,968
7,787.4
1.567
98.67
33.2

4,350
6,972.8
1.602
100.88
29.8

27
97.5
3.61l
233,57
W4

2,000
4,713.6
1.571
101.61
20.8

11,097
16,9%7.4
1.531

99.02
¥5.2

36

39.7
1.102

71.28

8,232
11,5921.6

1.408

92.14
28.9

13,792
20,%31.9

1.5317

99.28
54.1

59
69.1

1.1721

76,63
1

26
9.4

1.500

130.67

See notes at end

of table.

Lontinued=—




Table 11-—Selected informarion

on EC Imports of dried raisin

8, by member country, 1978-80 average {continued) 1/

Experter
and item |

Unit

West
BG

Germany

A
H

France :

Italy

»

i Netherlapds

-
+
5

belgivm~
Luxembourg

United
Kizpdom

Treland

South Africa:
Thantity
Valua
Averzpe price

Price index
Market share

Unlted Stataesz:
Quantity
Value
Average price
Price index
Market share

Mexico:
Quantity
Value
Average price
Price index
Market share

Cyprus:
Quamtity
Valye
Average price
Price ipdex
Harket share

Iran;
Jantity
Yalue
Average price

Price index
Market share

Afghanistan:
Quantity
Value
Adverage price

Price index
Market share

1,000 xilograms
1,000
Dollars/kilogram
N&
Percent

1,000 kilograms
$1,000
Dollars/kilogram
Na
Percent

L B LI T R

ar oo oW

1,000 kilograms
31,000
Dollars/kilogram
Na
Percent

1,000 kilograms
$1,000
Dollars/kilogram
HA
Percent

1.000 kilograms
$1,000
Dollars/kilogram
Ha
Percent

1,000 kilograms
$1,000
Dollars/kilogram
N&
Parcent

TOET TR AL M e Br o mi e W b e e w4 e e ee e Y R Ny ak R g owa oaa

e an v

LI TR TR

v oam

e [T

4% WL Br Mk dE BE e Ay 1 B e

14,381.9

14,334

£,755 1,420
1.643

109,02
44

4,315
27,503.1
1.918
127.27
8.4

327
3%1.1
1.807
112.90
.1

HA

7,453

10,722.%

2,394.5
1.686
110,34
3.4

7,633.0
1.768
115,70
11.1

1.438

94,10
5.6

9,424 823

12,289,5
1.304
86.52

3.7

1,012.3
1.230
80.49
1.4

208

367.8
1.768

111.33
1.5

1,166
2,215.7
1.400
11%.64
9.4

43
77
I
1i6

42
73
b3
112

NA

223

399,95
1.793

117.34
1.0

5
802
W35
.3

3
=745
.87
«3

19
33.5
1.763
106.26
.3

1,017
2,199.4
2.162
130,31

6,586
10,675.9
1.620
111.41
7.4

3,838
6,771.0
1.764
121,32
4.6

3,832
3,676.8
1.481
101,85
3.9

6,703
8,805.,0
1.313
90.30
6.1

235

§05.2
1.724

118.16
3.5

340

606.7
1.784

l122.27
5.3

92
147.1
1.5%8
109.52
1.2

209
1,143.1
1.257
86.15
.9

133.7
1.378
68.59
2.2

215
285.4
1.327
66.05
4.7

See notes at end

of table,
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Table 11--Selected information on EC dmperts

of dried raisins, by member country,

1378-80 average (conrinued) i/

Exporter

and ftem Unit

EC

I West

GeTmany France :

Goited

H : Belpinm H
H : Maogdom

Nertherlands Luzenbourg

: Ireland

Ctdnaz
Quantity
Value
Average price
Frice index
Market ghare

1,000 kilagrams
$1,000
Beliars/kilogram
HA
Percent

LE LTI T TR TN

Anatralia:
Quantity
Value
Average price
Price index
Harket share

1,000 kilograms
$1,000
Dollarsfkilogram
Ha

Fercent

Lest of world:
Quanticy
Value
Average price
Price index
Market share

1,000 kilograms
$1,000
Dollars/kilogram
HA

Fercent

World:
Quantity
Value
Average price

1,000 kilograms
$1,000
Dollars/kilogram

L L L T v owr Em ae g

L L TR P P T .

T L L

- ey oas

106
137.4
1.29%
84.81
.2

8,488
12,682.9
1.4584
87.77
18,5

7% 8
26

2

184

14,597
22,574
1

163
267.6
1.641
112.86
.1

9,583
13,981.4
1.458
100,27
9.7

1 269
+3 98.4 346.5
.922 1.537 1.288
00 104.58 88,53
.1 W2 2

25,279
.1 38,645.5
546 1,528

99,111
144,127.6
1.454

s
67.3
L.725
118.23
-5

7,835
11,437.5
1.459

== = N1l or negligibie.
NA = Yot applicable.
D.2+ = Hot available.

lf Average price of c.i.f. entry, converted from ECU to .S, dollars using the

Market ghares are based on value.
2/ (Quantity not reperted by source,
3/ Value pot reported by source.

Source: (S).

following ratios:

1978—1:1.274, 1979--1:1.372, 1580--1:1.392.
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Import Prices

Turkey served 29 percent of the EC market with shipments that
were fairly evenly distributed among the major importers.
Turkish raisins found particular favor in Italy and the
Netherlands, where they gained high market shares, Australia
was the next major source for raisins and provided 10 percent of
the imports to the EC. 4g one might expect, the primary market
was the U.K,

EC imports of raisins from the United States averaged 14,000
tons'yearly during 1978~80 with a value of $27.5 willion. These
imports represented 7 percent of the import market. West
Germany was the primary market for U.S. ralsins, receiving an

' average of 4,300 tons annually in 1978~80. The second most

important customer for the United States -.is the United Kingdom,
which took 3,800 tons. The third major importer was Denmark,
which purchased 1,900 tons, 63 percent of total requiremeunts.
The U.S, market share was less than 10 percent in each of the
other member countries except Belgium, where 1t reached 17
percent,

The average value of raisins and currants imported by the EC
during 1978-80 was 68,3 cents per pound. Export data are not
sufficiently refined to provide a price breakdown by quality,
However, the average price encompasses a wide range of quality
and varietal differences. One can deduce some of these
differences by comparing the duty-paid price received by various
exporting countries (table 12}, However, the price differences
for raisins are not so large as those previously identified for
fresh oranges and table grapes. This situation reflects the
relatively nonperishable nature of raisins, )

The lowest raisinp Price among the important suppliers to the EC
was offered by Afghanistan at 61 cents per pound. This price 1is
generally justified by the quality of raisins from that source,
Prices received by Greece, Iran, Turkey, and Australia ranged
between 66 cents and 70 cents per pound, This narrow range
reflects a reasonable similarity in competitive products, The
average price for imports from South Africa was 77.5 cents., The
acceptance of raisins at that Price 1s indicative of product
quality,

The price for U.S. raisins was the highest of all ma jor
suppliers—-90.4 cents per pound. This price was almost 50
percent higher than the price of raisins from Afghanistan and
24,4 cents per pound higher than the average Greek price, Op a
per—ton basis, the difference between ¥.S. and Greek prices wasg
$538 per ton, substantially above the premium that trade sources
traditionally believe to be warranted,

The price position of the United States has been damaged by the

depreciation of EC currencies with respect to the dollar, For
example, raisins eXported to West Germany at an average f,.o.b,

1.30 Deutsche marks (DM) per pound. In the following year, the
average price in dollars had actually declined slightly but the
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price in DM increased 12 percent. Over the 2-year period, crop

year 1979 to crop year 1981, the average f.o.b. price increased

3.6 percent in dollars but 37.3 percent in DM, based on December
31 exchange rates,

The U.S. position has also been adversely affected by the
depreciation of the Greek drachma in relation to the DM. For the
2-year period 1979 to 1981 (crop years), minimum prices for
Greek growers increased by 22 percent, but the equivalent price
in DM increased by 16 percent.

Price differences between U.S. and Greek raisins are enhanced by
price supports extended to Greek raisin growers. These grovers
received 60 cents per pound for raisins produced in 1981/82,
based on the official minfmum price established by the EC plus
certain other permitted support payments (23). The wminimum
price is set to at least cover average production costs.

During January 1982, trade sources reported that Greek (and
Turkish) sultanas were being offered c.i.f. Hamburg and Londor
at prices between 48 and 55 cents per pound (15). The
difference between the market price and the Greek grower price
was made up by subsidies which shielded producers from the
impact of market prices which were below average production
costs.,

Table 12~-Prices and market chares for raisins and
currants imported into the EC from selected
countries, 1978~80 average

: Duty-paid : Volume market
Country : price : share
; Cents/pound Percent
Afghanistan i 61.4 4.4
Australia : 69.8 3.9
Greece ; 66.0 36,9
Iran ; 68.3 6.2
Turkey : 69.6 28.4
South Africa ; 77.5 4,1
United States ; 90. 4 6.7

Sources; C.1.f. prices are from (5); tariff rates are
from (6); and market share is calculated from table 11.
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Government
Intervention

EC. Until the accession of Greece, the EC had not developed 4
Program for dried vine frutt. Such a Program became necessary
after Greece's accession to the EC because of the importance of

Greek Government , although as of the 1982/83 season, certain
national aids were 8till permitted. The key elementg of the EC
Program are as follows:

raisins, and

O A tariff system to increase the price of raisins
imported from nonmember countries.

The combination of EC and nationai aids applied to Currants ig
similar to that for sultanas, «lthough mintmyg Prices and
subsidies are somewhat lower, The following description
refers to the sultana Program. For crop year 1981/82, the EC

Government at this winimum Support price, The Government can
then sell the Product to exXporters on the open market, Any
Profits on such transactions are Passed back to Browers while
any losses are absorbed by the Govaernment (233, Furthermore,
the Greek Government wag authorized to pay an additional

6 cents Per pound tg supplement the EC~guaranteed minimum

to processors or packers who Paid at least the ninimm price
to growers, A Storage subsidy of approximately $3.50 per top
Per week of storage was also authorizeqd,

received by Greek Producers and Processors. In effect, Greek
Processors bought raigine for 48.4 cents Per pound, Greak
Producers received 60.4 cents Per pound, and subsidies made up
the difference, Subsidies represented 20 percent of the
grower price,

The tariff system for the EC was established at 4 time when
the EC did not Produce raisins in comnercial quantities. In
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recent years, the rate was 4 percent ad valorem with
exemptions granted to Turkey and Greece for shipments in
containers of not more than 15 kilograms. The EC agreed to
reduce the tariff on raisins to 3 percent ad valorem over an
8-vear period during the Tokyo round of multilateral trade
negotlations.

Other Producing Countries, Other producing countries have a
variety of price support and/or marketing programs, but none
is as comprehensive as that of Greece. The following summary
is derived primarily from information published by the USDA's
Foreign Agricultural Service (23).

Policy in Turkey is {mplemented through a system of npinimum
grower prices and export taxes. The support price in 1981/82
was the equivalent of 42 cents per pound plus modest added
payments if certain horticultural or processing practices are
followed. Export prices in November 1981 were quoted at 49.9
cents per pound, f.o.b. Because of financial problems, the
budget for Government support and export schemes for ralsinos
was reduced. Consequently, the Government could purchase only
- about 33 percent of the crop, and many grovers were forced to
: sell on the free market at prices below support levels,

: Raisin exporters were required to pay 7.6 cents per pound into
; a price stabilization fund which finances agricultural
improvements. The Government influences export prices by
varying the amount of this export premium deposit. For
example, the November 1981 export price of 49.9 cents per
pound for raisins equals the minimum grower price plus the
required export deposit.

Australia has used a price stabilizatlon program to influence
the production of sultanas., The program was designed to
provide a guaranteed minimum price to growers, but was
terminated in 1981, However, a replacement program along
similar lines was proposed for the 1982-86 period.
Additionally, a marketing board-—the Australian Dried Truits
Corporation——establishes export prices and makes allocations
to the export market.

A similar scheme 1s utilized in South Africa where all
raisins, sultanas, and currants must be sold through the Dried
Fruit Board. The Board fixes advance prices for producers
and, as the exclusive exporting authority, determines export
offering prices,

The United States ie the only major supplier without some form
of significant production or marketing intervention. A
Tederal and a State market order are used to carry out certain
limited programs of research, promotion, and crop diversiom,
subject to the approval of the Secretary of Agriculture or the
California Director of Agriculture, as appropriate. The
Secretary of Agriculture has been reluctant to approve

: recommendations which would restrict crop availability to the
B domestic market through compulsory diversion to export markets
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Or supply pools. Unlike the marketing boards of gome
competing export countries, 0.5, marketing orders cannot

Production and Table 13 Presents the bagic data for producing anpd exporting
Exports raisins and currapts by the Principal suppliers to the EcC,

This difference is difficult to interpret becauge of extreme ]
annual fluctuations in Production, but it does indicate a lack %.
of growth in raisin production, All the reduction Occurred inp 3
Greece and Turkey, whereas the other three countries i
registered slight tonnage gains,

Total exports declined by the same Percentage as production,
but by less ip absolute volume, In aggregate, the five
countries retained the same degree of €xXport dependence ag in
1968~70. The United States and Australia reduced their export

= e 1L

o LT T g,

their reliance Ol export markets, Aggregate EXports of the
five countries to the EC went down slightly (¢ percent) during
2 period in which Ec imports stabilized. Consequently; the
five lost market shareg in the EC to other suppliers,

Consequently, Turkey ig extremely sensitive to changes in E¢
pPolicy concerning raisins, A 10~percent reduction in EC
purchases frop Turkey would amount to 7.3 percent of total
Production,

accounted for 81 percent of production and, of thig,
71 percent was directed towards the EC, The importance of the

strengthening of the CAP o Protect and expand Greece's N |
pogition in thege markets. Productien ip Greece declined
during the seventies, partly inp response to Government
Programs to reduce Currant production ipn marginal, high~cost
vineyards (2).

Australia increased domestic consumption of raisins and also _
teduced export levels, Exports to the EC declined by 10,400 y
tons between 1968-70 and 1978-80, whereas exports to non-EQ ’
countries i.creased slightly (1,800 tons), Continuyed

subsidies for Greek €xXports will further enceurage the

diversion of €Xports to non-EC markets.
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Table 13--Production and exports of dried raisins and currants, selected

producers, 1968-70 and 1978-80 averages

: : : : Share that : Share that exports
Country and : Production : Total : Exports : exports are : to EC are of
year : ¢+ exports : to EC : of production : total exports
: - - - -1,000 tons- - - - -~ = — —Percent— - — -
Greece: H
1968-70 : 181.6 126.8 87.4 69.8 68.9
1978-80 : 137.7 111.7 1/79.3 8l.1 71.0
Change : -43.9 -15.1 -8.1 NA NA
Turkey: :

1968-70 H 108.3 77.7 35.7 71.8 71.7
1978-80 : 86.7 78.3 1/63.2 90.3 80.7
Change : -21.6 4] 7.5 NA NA

South Africa: ;:

1968-70 : 14.3 7.8 4.9 54.06 62.8
1978-80 : 19.5 11.8 1/8.8 60.5 74.6
Change : 5.2 4.0 3.9 NA NA

United States::
1968~-70 : 214.1 63.3 18.8 29.6 29.7
1978-80 : 216.6 49.3 1/14.3 22.8 29,0
Change : 2.5 -14.0 ~4.5 NA NA
Australia: :
1968-70 : 76,1 57.9 31.7 76.1 54.7
1978-80 : 76.4 49.3 1/21.3 64.5 43,2
Change : .3 ~8.6 -10.4 NA NA

NA = Not applicable.
1/ Imports reported by the EC.

Sources:

(5, 23).

South Africa produced only 19,500 tons of raisins anoually in
1978-80, but was aggressive in marketing them. Exports to the
EC expanded more rapidly than total exports during the seventies
and resulted in a greater dependence on this market.

The United States exported 23 percent of its raisins in 1978-80
and was least dependent on export markets of ail the major
raisin producers. Exports in 1978~80 averaged 49,000 tons, a
drop of 25 percent from 1968-70. Exports to the EC averaged 29
percent of total exports and about 1l percent of total
production.

Raisin production in the United States fluctuated considerably

during the seventies because of variable weather conditions and
competing uses for raisin variety grapes in crush and fresh
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Impact of EC

Enlargement

Projections

vl T

markets, The low point of production was 90,000 tons in 1978
and the high point wag 285,000 tons in 1980. Export allocations
did not completely reflect this variability which suggests sope
sales efforts to maintain a viable €xport marketing program.
However, €Xports to the EC were unstable, Varfationg over the
1871-80 Period, as measured by the coefficient of variation,
approximately equaled thosge in Production, Exports to the EC
averaged 14,000 tong annually during 1971~80 (inclusive) and
ranged between 8,500 tons in 1978 and 22,900 tons in 1971,

Jjoined the EC, Therefore, one should analyze the resultsg
derived from the economic projections Treported in the next

report. The parameter values Sarris uses in his projections of
raisin imports were: price elasticity, =0.31; income elasticity,
0.47; and substitution elasticity, 0.66 (173,

The projection results in table 14 differ from Sarrig'
projections Primarily because of differences in market shares ip
the base years used for each Projection. These differences are
not particularly significant because they fall within the range
of normal year-to-year variations.

The prospects that Iran or Afghanistan will meet their projected
requirements are open to question., IFf they do not, other
suppliers will rake up their market share {(about 10 percent),
Based on price anpd quality, the mogt likely beneficiary is
Turkey.

The ability of the United States tro maintain its market shares
a5 projected depends entirely on 1its ability to maintain a
competitive pricing strategy. The drop in U.S. exports, which
occurred after the 1978-80 base period used here, indicates s
legitimate reason to be concerned about relative prices,
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Table 14--Value of EC imports of raisins and currants from selectegd countries,
1978-80 average and projected 1986

: : Changes caused by -~ :
{_Base year 1978-80: Income 1/ : Enlargement : 1986 projection
Country : Valge : ! Amount ; Pro- : Amounf ; Pro- i Value

. i 2/ : Share 2/__: portion : 2/ portion : 2/ : Share

D) (2) (3) (4) (5) (6) {7) (8)

: 1,000 1,000 1,000 1,000

! dollars Percent doliars Percent dollagg Percent dollars Percent
Australia : 31,502 9.71 3,711 11.78 -3 -0.01 35,210 9.90
Greece 3 115,485 35,59 11,017 9.54 -12 =01 126,490 35,57
Iran ¢ 19,403 5.%8 2,233 11.52 -2 -.01 21,634 £.08
South :

Africa : 14,392 4,43 1,264 8,78 0 0 15,656 4,40
Spain : 848 .26 161 ig.o1 52 5.22 1,061 .30
Turkey 95,030 29,29 9,493 G.99 -10 -.01 104,513 29,39
United : :

States : 27,503 8.47 1,584 5.76 -2 ~.01 29,085 8.18
Rest of H

world i 20,260 6.25 1,700 8.39 0 0 21,460 .18

Total t 324,423 100.00 31,163 9.61 23 .01 355,609 100.00

-

Note: Percentage totals Bay not add to 100 because of Tounding,

1/ Income changes are those created by income growth without accounting for price
effects of eliminating barriers facing Spain and Greece,

2/ Deflated to 1878-80 average. Converted from ECY at average anmual exchange
rates.

Sources: Col., (1) table 11; cols. (23, (7)), and (8), calculated; cols. (3), (4),
{5), (&), computed from (17).

Other Considerations The projections Presented in table 14 are based on the
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ALMONDS

Higher prices, per se, by a major world exporter could serve as
a price umbrella for other traders. However, the opposite
result occurred as export agencles sought to unload excess
stocks through subsidized sale on EC markets. A contlnuation of
subsidies at their 1981/82 levels, approximately 12 cents per
pound divided between growers and processors (mot including the
storage subsidy of $3.50 per ton per week), would permit
exporters to sell at lower relative prices than they did during
the seventies when subsidies were a smaller proportion of the
raisin price.

Howevs >, such subsidies would be expensive. At 12 cents per
pound, it would take $23 million to market Greece's projected
share of imports in 1986. This subsidy would create pressures
to obtain offsetting revenues from other suppliers to the EC
through reference price schemes, licensing, or some type of
quota. The only avenue not now open to the EC is to increase
the external tariff which is bound in GATT.

A continued high level of subsldies to Greek producers will
undoubtedly call for a similar response from Turkey as it seeks
to maintain its EC markets. Thus, the continuvation of high EC
subsidies will have cost impacts, either through retaliatory
subsidies or through lost markets, on other suppliers to the EC
market. The alternatives open to the EC appear to be: (1) a
policy of minimum grower prices established at a level
consistent with EC policy for other foods and a system of
reference prices to assure that raisins are not imported at
lower prices, (2) a system of minimum grower prices coupled with
an export subsidy geared to average world prices (for example),
or (3) a system of lower producer prices established to bring
supply into balance with demand at world prices and a retirement
subsidy for producers unable to maintain production.

Given the pressures from North European importers of raisins and
the fiscal problems forecast for EC enlargement by Josling and
Peargon (11), i1t seems more likely that the EC-10 (the EC-9 plus
Greece) might opt for the first alternative. Until that
decision 1s made, the market for raisins in the EC will probably
not be settled and projections based on past experience will
need to be viewed with caution.

There seems to be no serious constraint on Greece's ability to
expand production by the amount projected ir table 14, The
critical issue is profitability, which involves maintaining
minimum prices at a level needed by the multitude of small
holders on Crete who produce the preponderance of Greek grapes.
Their costs of production are high, and their opportunities for
economies of scale are limited, Land and water comstraints
could become factors 1f sizeable changes in production were tg
be attempted.

The EC trade in almonds affects relatively few countries——Italy,
Spain, and the United States—where almond production is
concentrated. It is extremely important to specific regions
within those countries because of the localized nature of almond
production.
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Structural Aspects

of EC Trade

Imports

The structure of trade includes the pattern of imports and

their prices, the nature of government intervention in
production and marketing, and the relationship of production and
trade in the major producing countries. Almonds are a
specialized and semiperishable commodity that often utilize
unlque channels of distribution.

The EC is the world's leading importer of almonds. Imports
during the 1978-80 period averaged 70,000 tons annually with a
value of $283 million. The EC's almond supply is made up of
Ttalian and modest French production plus z comsiderable volume
of imports. Total use of this supply increased only slightly
during the seventies, but the mix between domestic production
and imports changed significantly. Italian production declined
by 15,300 tons, on average, between 1968-70 and 1978-80, and
imports from nen-EC sources expanded by 19,000 tons (38 percent).

Almonds are imported for use in bakery products, ia
confectionery and marzipan paste, and for retail sales. Because
industrial uses predominate, the derived nature of almond demand
1s extremely important in economic analysis. Prefersnces have
shifted over time toward the shelled rather than the in-shell
product, reflecting the importance of industrial use and of
retail packaging. A small market exists for bitter almonds, but
its limited size precludes analysis here.

Table 15 presents the basic data on almond imports in 1978-80.
The United States was by far the leading supplier of almonds to
the EC; the U.S. share reached 62 percent in 1978-80. The
second ranking supplier was Spain with a share of 19 percent,
followed by Italy with 9 percent. Portugal and Tunisia each
shipped 2 percent, and the remaining market (roughly 6 percent)
was served by 13 countries listed in EC statistice plus several
others that were not,

Re—-exporte of almonds by the first importing country accounted
for about 3.6 percent of listed imports. That is why
nonproducing countries such as the Netherlands or West Germany
are listed as almond exporters in table 15. Such re—exports
cause the market shares of the original almond suppliers to be
slightly understated,

West Germany imports more nuts than any other country in the
world (7). It is the premier buyer of almonds in the EC and its
use has expanded far more rapidiy (55 percent) than the EC
average during the past decade. West Germany accounted for 48
percent of EC imports in 1978-80 and took over 50 percent of the
EC imports from the United States and 39 percenmt of those from
Spain. The United States supplied 71 percent of West Germany's
alwond requirements in i978-80.

West Germany uses about 65 percent of its almond imports for
bakery products, marzipan, and confectionery products. The
balance goes to the retail market, generally through salters and
roasters. California almonds are favored because of their
quality, cleanliness, appearance, and longer she:? life, These
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Table 15~-Selected fnformation on EC imporcz of sweet almonds,

by member country, 1978-80 average 1/

Exporter
and item

Unit

P

EC H

Hest
Zermany

France

Ireland ; Demmark

Fracee:
Quantity
Value
Average price
Price index
Harket share

Belgium/Luxemboury:

Quantity
Value
&verage price
Price index
Market share

Yetherlands:
Quantity
Value
Average price
Price index
Harket share

West Germany:
Quantity
Value
Average price
Price index
Market share

Traly:
Quantity
Yalue
Average price

Frice index
Market share

United Klogdom:
Quantity
Yalue
Average price
Price index
Harket share

de an amler as

1,000 kilograms
: $1,000

i Dollars/kilogram
H Nh

H Parcent

1,000 kilograms
$1,000
Dollars/kilogram
Ha
Percent

1,000 kilograms
$1,000
Dollars/kilogram
HA
Percent

+
H
-
-
N
.
H
.
.
-
-
2
H)
3
H

1,000 kilograms
$1,000
Bollars/kilogram
Ma
Parcent

L LI TR T

1,000 kilograms
$£1,000
Dollars/kilogram

Ha
Percent

1,000 kilograns
$1,000
Doliarsfikiloegram
HA

Percent

HLOBE By gy Ee s v me B

L L R R IR TN T I TR TR P TOAF Nh osa we gq am

343
1,574.4
4,590
113,05
+5

11
58.0
5.272
129.85

135
636.5
4,862
11%.75
.2

1,623
7,983.3
4,018
121.13
2.8

5,826

23,937.8

4,108

115.51
.1

H&
N4
Ha

NA

6
1,821.9 31.9

G.032 3.316
102.75 132,43

89,9 K1

LI LR

LI

5ee notes at end of table. Continned—




Table I5-—8slacted

Information on EC importe of gweet a¥monde,

by member cowntry, 1578-80 average {continued) )

Exporter
and item

Unit

LTIETY

EC

HWest
Garmany

France

i Belgium=

Italy Netherlands Luzembourg

Undted

Kingdom : Ireland

Switzerland;
{uantity
Value
Average price
Price index
Market shere

Portugal;
Quantity
Value
Average price
Price index
Market share

Spain:
Quanticy
Yalue
Average price
Price index
Harket share

Greece:
Quantity
Yalue
Average price
Price index
Market share

Turkey:
Quantity
Value
Average price
Price index
Karket share

Horoece:
Quantity
¥alue
Average price
Price Index
Market share

TR g mE RE e R He ¥R A A e ae e

L I I T T R T T T,

FORE A e aR by B e B e ar A om

H
H
H
Lo}

1,000 ¥lograns
£1,000
bBollars/kilogram
HA
Fercent

1,000 ®1lograms
$1,000 :
Bollars/kilagrap
NA
Percent

1,000 kiloprams
31,000
Dollars/kilogran
e
Percent

1,000 kilograms
$2,000
Dollarsfkilogran
HA
Percent

1,000 kilograms
$1,000
Dollars/kilogram
N4,
Percant

1,000 kilograms
$1,000
Dollars/kilogram
NA

Percent

LI LR TR T R e T

F TR T T .

.
H
.
a
»
H
-
H
H
:
.
B
H
-
H
3
H
H
H

L L L LI

24

85
383.6
4.512
111.13
.1

826
3,440.4
4.165
ip2.58
1.2

20

67.1
3.355

84.38

4,575
20,202.4
4,415
104.25
0.5

679
2,819.0
4.151
98.01
4.2

342
1,366.3
3.996
88,19
13.5

1,177
4,664.8
3.%03
90.54
34.5%

1,191
5,516,9
4.632
103,92
2b.3

248
1,165,2
4.698
103.68
11.8

44
236,7
5.379
123.03
1.7

13
¥5.0
3.769
133.17
3

563
1,257.8
2.234
58.60
3.9

780
2,784.7
3.570
93.65
8.7

See notes at end

f table.
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Table 15--Salected Information on EC imports of sweat alomonds,

by member country,

1978-80 average {continued) 1/

Exporter
and item

Unic

West H H
Seriany Fraoce ;

United H T
Kingdom H

Iteland : Degmark

Tunigia:
Quantity
¥alue
Average price
Price index
Matket share

United States:
Quantity
Yalue
Average price
Price index
Marketr share

Cyprus:
Quantity
Value
Average prics
Price index
Market share

Iran:
Quantity
Yalue
Average price
Price index
Matket share

Israel;
Quantity
Value
Average price
Price index
Market shars

Pakisran:
Quantity
Value
Average price

Price index
Market share

LARE T T

PR s R a4 ma o e

1,000 kilograwns
$1,000

Deliars/kilopram

NA
Percent

1,000 kilograms
$1,000

Dollars/kilogram

HA
Percent

1,000 kilograms

$1,000
Bollars/kilogram
NA
Percent

1,000 kilograms
$1,000
Dollars/kilogran
HA
Percent

1,000 kiloprams
£1, 000
Dellars/kilogran
H&
Percent

1,000 kilograms
$1, 000
Dollars/kilogran
Ha

Parcent

.
.
H
.
»
*
.
H
H
.
H
-
H
-
-
.
-
.

H

.
B
H
-
-
.
.
H

N

.

H
b
-
.

H
*
*

Rl T

I ¥ 1,516
67.4 4,430.2
3,9674 2,922
9%.69 68,99
- 6.7

23,690 6,516
94,177.7  25,560.4

3.975 4.074
99.97 96,19
70.8 40,1

125
120.9

BT
24,92

3z 1,617

LY B 6,338.7
4.B40 3.92¢
79,04 97.65

65
287.6
4,357
114,29
.9

See notes at end of table.
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Table 153—Selected Information on EC imports of sweel almonds, by member country, 1978-30 average {continued) 1/

Exporter

: West 2 [ i Belgium-
and 1ltem :

init EC Germany France : Italy : Netherlands : Tuxemhourg 3 3 Ireland : Denmark

Rest of world:
Quantity
Value
Average price
Price index
HMarket share

1,001 kilograms
$1,000
Iollars/kilogram
Na
Percent

88 47 A7
121.9 1,773.7
2.593 104.335
653,21 2463.63
y 2.6

Horld:
Juantity
Valne
Average price

2,000 kilograos
$1,000
Dollars/kilogram

69,646 33,419 15,602 345 1,306
282,775.5 132,89L.0 65,081.4 2,025.3 7,652,2
4.060 3.976 4%.235 5.870 &,0L5

"
-
»
H
H
-
»
H

L L LI TR TR TR TI PR TR PP

== = N1l or neglipible.

N4 = Not applicable,

w.a. = Hot avallable.

L/ Average price at c.i.f, eatry, comverted from ECU to U.S, dollars using the following ratips: 1978—1:1.274, 1979--1:1.371,
1:1.392. HMarker shares are based on value,

2/ Quantity not reported by source.

Source: (3.




Import Prices

characteristics are particularly important for Processing and
for the retail trade. Both Italian and Spanish almonds have
excellent flavor and are, therefore, used by industry,
Hazelnuts are competitive in several uses and are found in
confectionery products more often than almonds.

France 18 the second ranking importer of almonds in the EC and
accounted for 22 percent of total imports. French almond
consumption has alsc been increasing and grew about 25 percent
during the seventies. The French market in 1978-80 was more
evenly divided among suppliers than was the Wegt German market.,
The United States was the leading supplier, but Spain was
reasonably close behind. Several North African suppliers reiied
On France to take most of their exports to the EC. This market
share pattern ig consistent with France's proximity to Spain and
its close ties with North Africa.

The United Kingdom sccounted for 12 percent of EC average yearly
imports in 1978-80, taking 8,300 tons at a value of $8 million.
Almond imports declined by 8 percent based on 1966~70 and
1976-80 averages. The United States Bupplied 79 percent of the
rRarket, and Spain and Portugal furnished most of the rest.

The market in the United Kingdom is similar to that in West
Germany. Most of the pProduct moves into industrial user, rostly
for bakeries and perhaps 25 percent for confectioners, 4

marzipan paste.

The market shareg presented in table 16 are not directly
correlated to relative import prices. This situation occurs
because the imports from various suppliers are not strictly
comparable in terms of quality, packing, timing, and conditions
of sale. These differences dre not reflected in the summary
Btatistics used to describe trade flows.

Table 16~-Prices and market shares for gweet almond
imports in the EC, by selected suppliers, 1978-80 average

: Duty~paid H Share
Country t___Price at entry 1/ : of all imports

: Dollars per pound Percent
Portugal : 1.36 2.2
Tunisia : 1.42 2.2
Italy H 1.86 8.4
United States : 1.9 61,8
Moroceo : 2.02 1.2
Spain : 2.062 18,0

1/ Duty calculated at 7 percent ad valorem for all
countries except Italy.

Source: Calculated from data in table 15.
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Export prices need to be ad justed for comparative purposes to
account for differences in pricing practices. For example,
Italy and Spain usually quote prices free on board (f.o.b, or
f.o.t.), whereas U.§, export prices are froe along side
{f.a.s.), which are subject to loading charges,

Spanish and Italian prices are normally quoted on a
gross—for-net basis, which means that the buyer pays the same
price for the carton welght as for the almond weight. The
effective price is also influenced by moisture content and
the presence of forelgn material, Mediterranean almonds
typically have moisture levels 2-3 percent higher than those
of California almonds, Quality standards also rermit a
higher proportion of foreign material,

Most almonds used ig Western Europe are blanched; that is,
their skins are removed., Because Mediterranean almonds have
coarser (heavier) skins, they lose more weight in the
blanching process than do the thin-skinned California almonds
(11 percent as compared with 7 percent). This difference
influences the competitive price relationships observed in
the market plare,

Other price differentials arige from product availability,
the seasonal pattern of exports, flavor preferences, and the
quality mix of shipments,

Table 16 compares duty~paid prices with market shares for
several important exporters in 1978-80, The United States
obtained a premium for its almonds relative to Italy and many
winor suppliers, The average duty-paid price for imports
from the United States was $1.96 per pound. Spain received a
higher average price than did the United States, but Italy,
Portugal, and Tunisia sold at prices below the U.S. level,

If Spain had been a member of the EC, its price would have
been $1.93 per pound, slightly below the U.S, level.

Average ¢.i.f, prices for laported almonds vary among
importing countries and among supplying countries. The
reasons for these variations are complex, but are primarily
explained by freight rate differentials, quality differences,
and dissimilar seasonal patterns of imports.

Prices for almond Imports from the United States were similar
in West Germany, France, and the United Kingdom because of
nearly equivalent overseas freight rates and comparable
product quality. A more significant variation exists between
the average prices of imports from other countries, For
example, the average c¢.i,f. value for Iimports from Italy
during 1978-80 was $2.01 per pound in France, $1.77 per pound
in West Germany, and $1.41 per pound in the United Kingdom,
This difference was due partly to variations in the quality
®ix purchased by zach country and partly to different
relative volumes purchased in each year. 1Im 1980, a year of
short production and high export prices in Italy and Spain,
the United Kingdom drastically reduced almond importe from
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Government
Intervention

those countries. Purchases that were made were for lower
quality nuts which sold at prices well below the average EC
import price from those countries. This shift resulted im a
lower average c.1.f. price in the United Kingdom—$1.73 per
pound for Spanish imports and $1.41 per pound for Italian
imports—-than in other EC countries during 1978-80.

Prices for imports from Portugal were approximately 30
percent below prices from other suppliers (except for a small
quantity from Cyprus}. The price reflected the lower average
quality of almonds shipped during 1978-80C.

Government programs for intervening in the production and
mzrketing of almonds vary among countries. The intervention
programs for the EC and other selected countries ara
described in the following sections.

EC. The EC support program for aimonds is relatively
modest., The program inmvolves payments for exports to third
(non-EC) countries and a fairly low external tariff of 7
percent. The export subsidy is difficult to calculate
because of changing currancy exchange rates. In dollar
terms, the export subsidics were 5.8 cents per pound in
1979/80 and 4.5 cents per pound in 1980/81. The export
subsidies were 2~3 percent of average Italian export prices
in 1979 and 1980. The subsidy does not apply to eXports fo
other EC countries which take the greateet share of Italiam
exports. Consequently, the subsidy has little impact on the
competitive sltuation within the EC.

The Italian almond industry declined during the seventies
because of problems with disease and because other land use
was more profitable. The protection offered by the tariff
did little tc stem this decline. The enormous increase in
almond imports from the United States during the same period
indicates the ineffectiveness of the tariff in diverting
market demand.

The Italian Government, or its regional subunits, have
provided restructuring assistance to improve almond :
productlion. The Apulia Region, an important almond-producing i
area, appropriated about $4.4 million for a program to |
support the planting of new varieties and for the adoption of

improved irrigation and phytosanitary procedures. It is not

certain that these appropriated funds will actually be spent

or that they will actually improve almond production.

Other Producing Countries. Government intervention in Spain
is within the context of the overall pelicy governing fruilts
and nuts. It is similar in this respect to the program
discussed earlier on oranges {see pp. 16~17). The Government
has mot established a price~support system and grovers must
rely on "free” market forces to determine prices (12, p.

55). The Govermment does offer some types of production-
oriented subsidies to improve production. This assistance
involves fuel subsidies, the purchase of certain types of
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Production and
Exports

equipment, and the granting of loans (subject to limitations)
for the construction of facilities, primarily for irrigatign.

A local tax rebate 1is pald for the export of almonds, just as
for other products, In 1980/81, this tax rebate was 5.5
percent for in-shell and 6.5 percent for shelled almondsg.

U.S. Governument intervention 1s limited to indirect supports
through activities such as marketing orders, agricultural
research, trade negotiation, and trade promotion., Evaluation
of these activities ig beyond the scope of this report.
However, these indirect Supports are unlikely to
significantly influence U.§. production and export patterns.

Government activities in other producing countries such ag
Portugal and Morocco have little impact on overall EC trade
Patterns because their €Xports are quite low,

Table 17 shows the structure of almond production and exports
for six important exporting countries., The United States wag
the world's leading almond producer ir 1978-80 with an
average annual output of 123,400 tong. The 1980-82 average
increased to 159,000 tons becausge of expanded acreage and
better yields (1). This volume was almost four times larger
than in 1965~69 anpd Tepresents 58 percent of world
production., California almond production isg expected to
increase still further by 1986 because of the extensive
noubearing acreage standing in 1981.

The United States is algo the leading exporter of almonds,
accounting for over half the world's exports. U.S. exports
averaged 66,000 tons per year in 1978-80 and increased to
almost 95,000 tons in crop year 1981/82. Growth in U.S,
exports has paralleled expansion of output; the 1978-80
average for both production and exports was 3.3 times the
1968-70 average. U.S. production grew by 60,000 toms, and
U.8. exports grew by 46,000 tons during this period.

The United States depends increasingly on export markets to
move its expanded production, Export dependency increased
from 35 percent in 1965-69 to 65 percent in 1979-8]. Of U.s.
almond exports in 1979-81, 59 percent went to the EC,

Spain zanks after the United States as a producer and
exporter of almonds., Its production increased from an
average of 31,000 tons in 1968~70 to 47,000 tons in 1978-80.
Spain's almend output is expected to reach 75,000 tons as
current young plantings mature during the mideighties,
Production in peak years could be substantially higher. Much
of the increase in almond plantings during the past decade




g

resulted from the replacement of unprofitable olive groves in
the Levante and the Andalucia regions,

The varietal composition of Spain's almond orchards results
in a low shell-out ratioc as compared with California’s., This
ratio, of course, reduces net recovery and lowers income
prospects for the orchard. Early flowering and poor
coordination of flowering time between varieties also leads
to low production. Research efforts directed to resolving
the pollenization problem could lmprove yields and boost
production from existing orchards. Approximately 6 percent
of the Spanish almond crop is irrigated (i2). Increasing the
proportion of irrigated almond orchards would lmprove
Production because irrigated orchards have average yields
nearly triple those of nonirrigated orchards. New irrigation
Projects were funded in 1980 for reglions or provinces with
approximately 37 percent of Spain's almond-producing area
(the Andalusia regions and the provinces of Murcila and
Valencia).

Spain's exports of almonds increased moderately between the
1968-70 and 1978-80 periods, and export dependence dropped
from 62 percent to 47 percent. Dependence on EC markets alsc
decreased, although about 55 percent of the eXports went to
the EC in 1978-80.

Italy's almond production declined rapidly during the early
seventies and then moved to a higher level that was still
below earlier averages. The drop between 1968-70 and 1978-80
was 15,000 tons, or almost half of earlier production,
Production losses were caused by urban encroachments, virus
problems, and substitution of more profitable crops.

Italy's almond exports fell by the same amount as production
during the 1968-70 to 1978-80 period. The loss in Italian
exporis was transmitted directly to the EC where imports from
Italy fell by 13,000 tons, This reduction 1in imports from
Italy was more than compensated for by the gain in imports
from the United States. Despite the drop in exports, Italy
8till depends on EC members for over 80 percent of its
exports.,

Almond production in Portugal was about the same in 1978-80
as in 1%68-7C0. However, production in the intervening period
dipped in response to political uncertainties. Almond
exports declined, but tnose to the EC held up better than did
other export wmarkets., The net result of this shift in trade
was to increase Portugal's dependence on the EC market,

The almond situation in Iran is uncertain. Production
appears somewhat down from earlier years and exports are off
substantially, The statistics on Iranian production and
exports are of questionable validity.
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Table 17-—Producticn and exports of sweet almonds, by selected countries,

1968-70 and 1978-80 averages 1/

: ¢! Exports to : Imports : Exports as ; EC imports
Country : Production : all : by : share of i a8 share of
: . ! destinations : EC :__production exports
: (13 (2) (3) (4) (5)
: ~ - 1,000 tons (kernel basis) - - - - Percent - -
Iran: :
1968-70 : 7.6 5.0 1.2 65.8 24,0
1578-80 : 6.3 .8 .1 12.7 i2.5
Ttaly: :
1968-70 H 32.% 22.5 19.1 69.0 84.9
1978~80 : 17.3 7.0 5.8 40,5 82.9
Moroceo: :
1968~70 : 3.1 2.0 1.9 64.5 95.0
1978-80 : 3.2 2.2 .8 68.8 36.4
Portugal: :
1968~70 : 4.1 2.9 1.8 70.7 62,1
1978-80 : 4.2 1.8 1.5 42.8 83.3
Spain: :
1968-70 : 36.5 18.0 13.2 62.3 69.5
1978-80 : £7.0 21 13. 46.6 54.8
United States::
1968-70 33.3 19.9 8.4 37.3 42,2
1978-80 : 123.4 65.7 43.1 53.2 65.6

1/ Reporting
year and export

periods are not consistent for all countries as between production
year.

Sources: Col. (1) and (2), (7), (8), (95 col. (3), (5), (24); cols. (4) and (5),

calculated.

Impact of EC
Enlargement

Projections

EC enlargement would eliminate the already nodest EC

tariffs facing Spain and Portugal. Comnsequent changes in market
shares would be insignificant because of wide variations in
almond qualities, taste preferences, and terms of sale.
Considerations concerning anticipated production increases and
uncertainties about trade policies will likely be more important
than those concerning enlargement.

Table 18 shows projections of EC imports of almonds in 1986,
after enlargement. The prejections are based on those developed
by Sarris (17) with modifications as described in appendix A.
The various elasticity parameters Sarrig used are the same as
those for fresh fruits and nuts (17).
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Table 18-~-Value of EC imports of sweet almonds from selected

The projection results in table 18 differ from those of Sarris
primarily because of differences in market shares in the base
years. These differences are not significant because they are
well within the range of normal year-to-year variatioms.

Two principal conclusiong are apparent. One conclusion is that
the effect of removing tariff and nontariff barriers facing
Spain and Portugal will be negligible for overall trade. The
tariff changes will increase imports by only $589,000 above
their 'level without enlargement. Spain will be the principal
beneficiary of the change with a sales gain of $2.1 million, and
Portugal will gain $175,000. These increases will be at the
expense of the United States, which is projected to be $1.3
million below its nonenlargement level of sales; Italy is
projected to drop $177,000, and other countries will lose about
$283,000 in sales.

countries,
1978-80 average and projected 1986

Changes caused by —-

:_Base year 1978-80: Income 1/ i Enlargement  : 1986 projection
Country : Value : Amount : Pro- : Amount : Pro— : Value
: : 2/ : BShare 2/ : portion : 2/ i portiom : 2/ : Share
¢ (D) (2) (3) (4) (5) (6) (7) (8)
¢ 1,000 1,000 1,000 1,000
i dollars Percent dollars Percent dollars Percent dollars Percent
Italy 23,938 8.46 3,796 15.86 ~177 -0.64 27,557 8.54
Portugal : 4,236 1.49 527 12.46 175 3.69 4,938 1..7
Spain : 56,330 19.92 8,658 15.37 2,144 3.30 67,138 20.80
United :
States : 173,776 61.45 21,687 12.48 -1,270 .65 194,193 60.17
Rest of :
world 24,490 8.66 4,721 19.27 -283 =.97 24,923 £,0¢
Total ¢ 282,776 100.00 39,389 13,93 589 18 322,754 100.00
Note: Percentage totals may not add to 100 because of rounding.

1/ Income changes are those created by income growth without dccounting for price
effects of eliminating barriers facing Portugal and Spain.

2/ Deflated to 1978-80 average,

Sources:

Converted from ECU at avergge annual rates.

Col. (1), table 153 cols. (2), (7), (8), calculated; cols. (3), (4), (5),
(6), computed from (17).

68




ST T

Other Considerations

Income growth in the EC is projected to increase iwport demand
by $39 million, or 14 percent above the 197880 average. This
expansion dwarfs that attributed to tariff changes, The United
States consequently is projected to enjoy a net increase of
$20.4 million in sales after income and price effects are
considered. All suppliers are projected to benefit from
expanded demand.

These observations lead to the second principal conclusion:
projected market shares in 1985 differ little from those in
1878-80; hence, under the projection assumptions, the major
suppliers have little to worry about because of enlargement,
The projected expansion to a $323 willion market makes the EC
market a prime candidate to absorb expected 1lncreases in world
alwond producticn,

The projections in table 18 are based on a real economic growth
rate in the EC that averages 2.7 percent per year between 1979
and 1986, However, actual growth rates between 1980 and 1982
were considerably below that level, and the current (19831)
outlook for econcmic recovery is not promising., Thus, demand
projections must be tempered by individual expectations about
growth rates., Linked to this problem is uncertainty about
future exchange rates. During much of the period used for
estimation of demand relatiounships, the dollar was undervalued
in relation to other currencies, This situation has changed and
the price for U.S. imports has increased relative to those for
other countries. Thus, one must consider the currency exchange
relationships implicit in the real price projections presented
here. Josling and Pearson (11) evaluated this problem in the
context of EC budget projections,

Bushnell (3) estimated almond demand and supply functions for
several {mportant trading countries, The parameters were
derived specifically for almonds and differ from the ones I used
in the projections here. Consequently, when one applies the
same economic growth rate to the Bushnell functions, a different
projection of future demand emerges. These projections show
that Spanish production would be 17 percent above its
nonenlargement level if Spain becomes a member of the EC and
that the United States wovid suffer a l4-percent drop in its
exports to the EC. The dynamic relationships estimated in
Bushnell's model tend to produce severe fluctuations in annual
results as the projection period is pushed forward. Thus, one
needs to be cautious when comparing Bushnell's projections with
those presented here, which span a 7-year period,

This report does not attempt to reconcile differences in income
projections or estimated parameters of various studies. Rather,
my objective is to stress the importance of recognizing
uncertainty when dealing with future events.

The EC's almond imports from Spain are projected to increase by
$10 million, or approximately 2,500 shelled tons based on the
values in tables 15 and 18, This quantity is small relative to
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PROCESSED PEACHES

Structural Aspects

of EC Trade

Imports

Spain’s current and potential production, But, the increase
projected for the United States 15 well within the reach of
anticipated expansion in production and export avallability. A
review of current acreage and production trends shows that 1.§.
production potential will grow by 30,000-40,000 tons between
1981 and 1986. Similsr reckoning shows that Spain's output
potential will grow by 15,000~30,000 tons. These supplies will
likely spur aggressive marketing campaigns to dispose of
increased surplus.

The EC is the logical market for Spain's added production after
Spaln joins the EC and tariffs are dropped. TFor this to happen,
however, other policy changes must occur in the EC. The most
logical policy objective would be to provide Spain a greater
price advantage in the EC market through penetration premiums,
such as those paid for Italian citrus, or through a system of
reference prices and variable levies against imports from non-EC
countries. Neither an increase in tariffs nor the establishment
of an import quota appears likely in view of GATT or other trade
considerations. The impact of ap EC policy change on 1mports
from the United States is difficult to evaluare. However, an
effective trade diversion policy would have to reduce imports
from the United States because of their dominance over imports
from all other non~EC suppliers.

A rapidly increasing supply is likely to be the principal
problem of the world almond industry between 1982 and 1986,
Changes in EC membership are conslderably less important than is
production expansion under the EC's current agricultural

policy. However, changes im that policy after Spain's accession
could lead to trade disruptions similar to those experienced by
the raisin trade after Greece entered the EC.

The processed peaches considered in this report are canned
peaches, I do not analyze dried and frozen peaches and peach
nectar because they are not important to EC trade and
consumption. Canned peaches are the most valuable canned fruig
the EC imports,

The structural aspects of trade are dominated by the

EC system of processing subsidies. This system has altered the
structure of imports amd thelr prices. It has also influenced
the structure of production in the EC and exports by non-EC
suppliers,

The EC imported an average of 168,000 tons of processed peaches
per year, valued at $114 million, during 1978-80 (rable 193,
Such imports typically account for about 20 percent of the EC's
canned frult {mports,

No trend in canned peach imports 1s apparent. Imports ranged
between 150,000 and 240,000 tons during 1973-80, depending on EC
production and domestic selling prices. T.S. exporters {uruerly
enjoyed a substantial market share, but it eroded after the
formation of the EC.

' '
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South Africa was the major supplier of canned peaches to the EC
in 1978-80. Imports from that country averaged 62,000 tons with
a c.i.f. value of $46.5 million. South Africa's volume market
share was 36.7 percent of total EC imports. The United Kingdom
was the principal buyer, taking 65 percent of the imports from
South Africa. Trading links between the two countries are
strong for all of South Africa's exported horticultural Ccrops.
West Germany was the second major market in the EC, taking
13,000 toms of canned peaches from South Africa. The remaining
EC imports from South Africa were spread among other EC members

the EC, previding 32 percent of lxmports with an average value of
$32 miilion in 1978-80. Imports from Greece were more evenly
distributed among EC members than those from South Africaj; West
Germany received about 50 percent; France, 25 percent; and the
toited Xingdom, 11 percent.

Italy was the primary EC source for processed peaches, although
its industry is mostly geared to the fresh market., Italy
ehipped 23,000 topns of processed peaches annually to its EC
partners in 1978-80 and accounted for 13.6 percent of their
imports. The United Kingdom was the main importer, receiving an
average of 8,500 tons per year; West Germany was close behind at
7,800 tonms, followed by France at 4,400 tons.

The United States provided 10 percent of the EC's imports of
processed peaches in 1978-80 (19.5 percent in 1978, 5.7 percent
in 1979, and 7.6 percent in 1980). Imports averaged 16,000 tons
yearly with a c.i.f., valye of $11 miilion. West Germany was by
far the dominant customer, taking almost 75 percent of the
imports. The United Kingdom took 11 percent, and the remaining
15 percent was shipped mostly to Belgium and the Netherlands.

Aueiralia furnished 4 percent of the EC's canned peach imports
during 1978-80, most of which went to their traditional
customer, the United Kingdom. Demmark was the other major buyer.

West Germany imported an average of 62,994 tons of pProcessed
peaches in 1978-80 and was the EC's primary importer. The
principal suppliers wezre Gv-ece (44 percent), South Africa (21
percent), and the United .iaces (19 percent).

The United Kingdom imported almost asg large a quantity of
processed peaches in 1978-80 as did West Germany. Its lmports
of 62,000 tons were divided among South Africa (65 percent),
italy (14 percent), Greece (9 percent), and Australis

{8 percent)., The next ranking EC importers in 1978-80 were
France with an anaual average of 18,000 tons and the Netherlands
with 10,000 tons.

The diversity of import volumes reflects the differences in
consumer preferences amon~ the EC countries. In the past few
vears, peaches bave accounted for 20~25 percent of the canned
freit imports in the United Kingdom and West Germany, but less
than 10 percent in the Netherlands and France.
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Table 18—Selected informaticn on EC imports of preserved peaches, by member country, 1978~80 average 1

Exporter
and item

Unit

EC

West 2
Germany :

Frapce

H
.
-+

.
i
)
i

Ikaly

Hatherlands

H
>

Belgium~
Luzenbourg

United
Kingdon

Ireland

Franca:
Juantity
Value
Average price

Price lndex
Martket share

Belgivm/Tuzenbourgs
Quantity
Yalue
Average rrice
Price index
Market share

Netherlanda:
Quantity
Value
Average price

Price index
Market shara

West Germany:
Quantity
Value
Average price
Frice index
Market share

Italy:
Guantity
Value
Average price
Price iadex
Harket sharas

United Kingdom:
(uantity
Value
Average price
Price ilundex
Market share

1,000 kilograms
$1,000
Dollarefkilagran

HA
Porcent

LTRCT I PRI PO T B TR

1,000 kilograms
$1,000
Jollars/kilogran
Ra
Fercent

An gk g WE ke A s Rr ok A m

1,000 kilagrams
$1,000
Bollarsfkilogran
NA
Parcent

1,000 kilograms
£1,000
Dollars/kilogram
N&
Percent

"
*
H
H
-
"
s
*
.
+
=
-
H

LI TR T TN

1,000 kilograms
$1,000
Doliarefkilogran
HA
Percent

1,000 kilograms
$1,000
Dollare/kilogrza
NA
Perceat

L L L L R LA LI TR LR PR T T

L e L T LI T o -

A Y EE BE VE Ae aw

1,522
1,210.0
« 795
117.25
1.6

171
67.1
2392
57.81

232

270.1
825

136.43
.2

1,593
1,239.2
JTFT
114,860
1.4

22,770
15,255.7
671
98.94
i3.3

430

471.2
<961

141.74
4

1,351
1,077.4
e
127.09
2.8

HA
NA
NA
NA
NA

7,772
4,828,6
.621
101,97
12.5

15
12.0
800
131.36

NA
NA
HA
NA
WA

§,406
2,768.7

628
113.35

27.4

65
50.7
. 780
12Z}.65
Oud

46
45,0
978
123,95
.7

15
30.0¢
2.000
262.46

367
30z2.7
B24
104,17
14.0

196

201.8
1,029

130.08
3.3

See notes at end

of table,

Continued—
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Table 19—Selected information on EC inports of preserved peaches, by menber country, 1978-80 average (continved} 1/
Exporter : H H West H H [ ¥ Belgium— i United B H i
and item i Unit : EC i_Germany : France : Italy : Netherlapds ; Luxembourg = Klagdem :  Ireland : Denmark i
Spain; : H
Quantity i 1,000 kilograms : 143 — — - 2 29 112 - -
Value : 31,000 T 171.1 - -— - 2.1 35.5 133.4 - -
Average price : Dollars/kilogran : 1.196 —_ - - 1.050 1.224 1.191 — —
Price index H HA H 176. 4G HA Ka Ha 151.07 135.13 156.29 KA HA
Market share H Percent : 1 - — - — 6 W2 -_— -
Greece: H H
Cuantity ¢+ 1,000 kilograms : 54,622 27,579 13,550 845 4,275 1,358 5,849 233 233
Value : $1, 000 T 3L,921.% 15,106.9 ¥,141.6 481.7 2,907.5 974.9 4,469.5 193.7 642.0
Average price 7 Bellars/kdlogram : « 584 547 «527 570 -580 «720 . 764 «831 588
Price index H NA I 86.13 85.81 95,12 93.28 97.84 91.25 100.28 105,05 97.31
Market share : Percent H 27.9 39.3 .7 61,4 41.1 16.8 9.4 8.9 26,1
Bulgaria: H H
Quantity 2 1,000 kilograms ; 712 652 - — 115 — - -_— 5 »
Value : $1,000 : 315.1 257.0 - - 59.8 - - - 2.3
Average price ¢ Bollars/kilogram ; w413 <394 — - 520 — —_— — WAED
P Price index H Ka H 60, 91 64,69 H&A Na 74.82 HA N4 Ha 65.06
Harket share H Percent H .2 +6 - - «8 - —-_— - —
South Africs: H H
CQuantity $ 1,000 kilograms ; 61,796 13,098 76 179 2,528 3,329 40,673 1,587 326
Value : $1,000 i 46,537.6 9,052,.4 55.2 123.4 1,676.1 2,737.3 31,523.% 1,147.4 215.9
Average price ¢ Dollars/kilogram ; W753 .621 726 700 663 822 75 722 674 : -
Price index H NA H 111.06 113,46 131.04 114.56 95,39 104,18 101,70 51.27 95.33 5
Market share i Percent B a40.7 23.5 .5 15.9 23.7 47,0 66.4 33.1 8.9 o
United States: H H l.
Quantity ¢ 1,000 kilograns : 16,342 12,002 127 107 956 988 1,722 - 440 [
Value H $1,000 : 10,702.6 ¥,737.3 ¥3.7 0.7 709.5 2.6 1,087.5 _ 321.1 i
Average price : Dullarsfkilugram H +654 o Gy 5B .66 + 42 711 631 — 729 |t R
Price index i Ha H 96, 46 105.74 104,69 108,01 106.76 90,21 82.80 HA 163.11 ; ’
Matket share : Percent : 9.3 20.1 o7 5,0 in.p 12,0 2.2 -— 13.0 I
: : P
Argentina: + i ;
Quantity 1,000 kfiograms 175 24 — - 91 34 13 —_— 13 {
Value : $1,000 : 70.9 10.2 — - 29.7 13.2 i1.0 — 6,8 :
Average prive  : Dollara/kilogram : . 405 425 — 326 4 611 - .523 f
Price index : NA H 59.73 69.78 NA Ra 46,90 55.7¢ 80.18 HA 73.97 L
Market ghave : Percent : — - -= — A 2 - - .2 i
See nofes at end ¢F table, Contigad=—" l ;3




Table 19 —Selecred

Exparter
and irem

information on EC imports of Preserved peaches,

Unie

EC

H
)
*

Hest

Saudi Arabis:
Quantity
Value
Average price
Price index
Market share

Australia;
Quantiry

LU T

L, 006 %ilograms
$£1,000
Dollars/kilogran
NA
Percant

Y ow e p g e

e ay

1,000 kilograms

69
64.5

¥
+
-
13

Germanz Frar. ¢ 1 Jralx

: H
.

by memher Country,

1978-80 average (conttnued) 1/

i Belpium- P United R
Vatherlands : Luxembourg Kingdom  : Ireland Danta rl

—

K&

12

&9
64.5
934
122,57
-1

3,040

Value
Average price
Price ipndex

$1,000
Bollars/kilogram
Ha

6.8
1.133
185.04

8.1
«675

3,795.9
.753
98.81

LI T TR PR

HMarket share

Rest of world;
Quantity
Value
Average prine
Price i.dex
Market ghare

Horld:
Quantity
Valee
Average price

Percant

1,000 kilograns
$1,000
Dollara/kilogran
KA

oA ar Mok 4 ey

Percent

1,000 ikllegrams
$1,000
Dullars/kilogranm

LT TR

A me v b .

168,418
114,264,9

678

—

10,191, 2
554

W1

177
145.0
813
103.80
2.4

7,365
3,817.9
=789

7.9

216

bl L R I T R,

LI TR -

— = M1 or negligibla,

NA = Mot applicable,

L.d. = Mot available.

i/ Average price at c.i,f,
shares are based op value.

2/ Quantity ger Teported by sourca.

(5).

entry, converted from ECU to U.S. dollars using the following ratios: 19?8——1:1.2?4, 19?9-—1:1.3?1, 1980--1:1,392, Market

Source:




Import Prices

"buyers. The establishment of g strong national brand franchige

Mills (;g) Provides an extengive description of marketing
changes which have influenced the économic situation for
Processed fruits. Some of the saliept poluts developed in hig
study follow. ¢

Specialist wholesalers conduct most of the processed fruit
importing, About 200 of these specialigts operated in the

comperit.~ is intensified by the presence of a large number of
private brauc., 2stablighed by exporters, importers, and various

is difficult, and competition focuses op Pricing strategies.

Many wholesalers participate in the distribution system, but
they are being squeezed out by the forward and backward
Integration of other marketing agencies. The emergence of
large, central buying organizationa Lépresenting groups of

in their search for the best buying arrangements, Relatively
few of these large buyers control a large volume of the current

The average c.1i.f, price for imported canmed peaches in the EC
during 1978~80 was 30.7 cents per pound. However, prices ranged
from 18.4 cents for modest quantities from Argentina to 54,2
cents for equally small amounts from Spain,

Table 20 shows average prices for imports from the major

suppliers. Their diversity is due to the wide range of

qualities purchased by different importers. The table also

glves ostimates of duty-paid prices. They are based on the p
welghted average of tariff rates for ail processed fruitg

becausge assembling precige welghted data for Processed peaches

is extremely difficult.

Greek prices were the lowest of all thoge offered by major

suppliers. Prices were 26.5 cents per pound, 10 percent below %
the nearest ma jor competiter, Italy, and a fuli 15 cents below

the price for the market leader, South Africa.

Price differences arise from the qualiry, preferences, and price
competition that are especially important in West Germany and
France. Prices in these countries were lower than those in
other EC couatries, West Germany and France were important 4
customers for Greece agnd Ttaly. K

South Africa and Australia had strong positions in the United ¥
Kingdom, whick tends to be g high~quality, high-price market. 3
Import prices for thoge two suppliers were considerably above ks
thoge of other countries, and average prices in the United i
Kingdom were 12 percent gves the BC average. :
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Government
Intervention

The 7,8. Price of about 36 centsg Per pound wag high relative tg
Dany supplierg, However, the United States Was able to gerve a
Segment of the Wege German market with preference for
high—quality fruit, Presumably, thls market wag also gerved by
high-pricad lmports from South Africa,

conditions, price rather thanp quality becomes the principail
criterion for purchage.

Q
(=
i
[=R
ast
1
H
Il
1]
=]
r+
Q
E
£
st
m
H
e
{
H
(23

= aae

Australiag ¢ 34,3 20,73 41.4 3.8
Bulgarig : 18.7 19.36 22.3 o5
Greece : 26,5 0 26.5 32.4
Italy 2 30.4 0 3G.4 13.5
South Africa P 34,1 21.79 41.5 36,7
Spain i 54,2 19,91 65.0 .1
United States : 29,7 21.13 36.0 9.7
__ﬁ___ﬁ___‘__“*__“__*______________‘____*,_________________ﬁ___

1/ Based on tariff for ajii Processed fryiy lmported ip
1978,

Sources: Coig, (1), (4), tabie 195 col.(2) (6); coi1, (3),
caleulated.
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EC. The EC policy toward processed peaches involves minimum
grower prices, processing subsidies, and a complex tariff
scheme. The magnitude and impact of minimum price and
processing subsidies are extensively described by Haresnape
(10) and are summarized here.

The EC subsidy scheme for processed peaches was initiated in
1978 as part of a program covering several processed
products. Greece adopted a similar system in 1979 in
anticipation of its EC merbership. The purpose of the
program was to divert surplus fresh production to processing
to maintain profitable fresh market prices. The meauns chosen
was a system of subsidies paid to processors that permitted
them to pay a specified minimum price to growers and to
simultaneously establish competitive prices for canned
peaches,

The subsidies are paid to processors who can demonstrate that
they have paid at least the official minimum price to
growers. The amount of subsidy equals the difference between
the c.1.f. prices of comparable third-country products and
the sum of the minimum grower price and calculated
representative processing costs. The peach subsidy applies
only to peaches packed in syrup.

The miniwum grower price in 1980 was $447 per metric ton,
more than double the California grower price of $207.
Processor subsidies amounted to $8.70 per standard case at a
time when California market quotations were $13.80 per case,
f.o.b. processor (20).

The EC tariff for processed fruits ranges between 22 and 24
percent plus levies (where applicable) on sugar content.
This barrier effectively raised prices for most imported
canned peaches to a level considerably above that for
domestically produced peaches.

The subsidy system for Greece is part of EC policy, but
provides for a lower level of payments that increase during a
7-year trausitional period to reach the level authorized for
other EC countries. The reduced subsidy level is reflected
in iower minimum grower prices., These prices were 12 cents
per pound in Greece and 16 cents in Ttaly and France in
1982/83,

Other Producing Countries. Most government policies are
currently directed toward reducing processed peach
preduction, The means chosen to implement the policy vary
among countries.

In South Africa, the Canning Fruilt Board determined the share
of peach preduction to be allocated to the processing
industry to obtain the best overall return for growers. The
South African Fruit Export Board fixes minimum export

prices. A special centralized organization was recently
established to control prices wore effectively and to prevent
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Exports

price cutting by canners. A minimum grower price 1s fixed
each year, In 1982, the minimum producer price was $155 per
ton, with the Government expected to pay oane~third because of
poor market conditions. In addition, subsidies are paid for
peach tree removals to obtain a more profitable balance
between supply and demand.

Australia faces a period of oversupply as export sales to the
EC drop. The Government has been asked to provide financial
assistance for tree removal, Under Australian law,
competitors are permitted to work together to rationalize
industry performance. Three major canners have done so in an
effort to allocate production efficlently (20). The
Australian Canned Fruit Corporation is also the scle official
trader for processed peaches.

The Government of Spain grants assistance for the location of
processing plants in specialized areas. It also permits an
eXport tax rebate (recently 9 percent) against the f.o.b.
value of major canmed fruits, This rebate offsets internal
taxes, The Govermment also provides indirect production atds
as discussed in previous sections of this study. However,
growers are not assured a minimum price,

The United States was the ma jor world producer and packer of
peaches in 1978-80 (table 21), U.S. production of fresh
peaches averaged 1.5 millionr tons during this period, and the
pack of processed peaches averaged 483,000 tons. Both
Production and processing are trending downward because of
poor economlc returns to growers and processors.
Nevertheless, between 1975 and 1980, exports expanded
somewhat, and the 1978-80 average was above that for 1%68-70,

Most processed peach production in the United States is used
domestically; only 13 percent of the pack was exported in
1978-80. This proportion reverses rhe situation of the other
ma jor peach producers. U.S. dependence ou EC markets has
declined as price pressures have foreclosed profit
opportunities in much of that market. However, the EC took
25 percent of U.S. processed peach exports in 1978-80. The
United States 1is, therefore, not tremei:dously sensitive to
changes in the EC, as that market takes only 3 percent of the
U.8. pack, However, the U.S. market price will be depressed
by losses of EC markets until appropriate adjustments can be
made,

Greece is the szecond major processor of peaches, and its
peach industry concentrates on Processing rather than on use
of fresh peaches. The peach pack averaged 113,000 tons in
1978-80, more than double its 1975 level. This expansion
results frow a conscious Government policy to increase
production of exportable commodities. The Greek industry is
export oriented with 86 percent of its 1978-80 pack shipped
in export. Of course, this dependence makes Greece
vulnerable to changes in the world export market, This
vulnerability 1s one reason that Greece may push for
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Belected countries, 1978-80

Exports to Importg Exports gs EC lmports

all : by share of ; g4 share of

destinationg s _the EQ Production exports
[€)) (5) (6)

~ = Percent - —
Italy . s 87.9 85.8
Greece 112,934 _ 85.5 36.6

South
Africa 108,787 85.1 66.8

United
States 482,773 64,526 16,342 13.4 25.3

— —_— —
Sources: (o1, (1), ()3 col. (2), (20); col. (3), (10, 20); col. (4), table 19; cols,
(5) and (6), calculated.

0 the EC where market stability ig more
's peach #Zports to the EC have become more
In 1978-8¢, 57 pPercent of
ned for the E¢

Italy igs the Primary EC Producer of Processed peacheg,
Italy’'s Industry ig oriented i
advent of the pr
after 1978,

pack remained for domestic
markets ip 1978-80. of the €Xports, 86 percent Wwent to other EC
membersg, Italy's peach industry hag 5 substantig] Stake in the
profitability of the EC market and ig particularly concerned
about the lmpact of Greece's added Production, Qpe reason for
WOrry centers op the Processing indystry where Dany small-scale
Processors are maintained ig businegs by subsidies. Thege
Processors are unable tg Compeate €conomically with the more
modern facilities 1g Greece. A detailed description of the
Processed fruit industries i Italy and Greece can pe found in
Haresnape (10).
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Impact of EC

Enlargement

Pro jections

Processors im Spain,

Table 22 ghows projections of EC imports of precessed peaches,
They are derived fronm those made by Sarris (17) with certain
adjustments described in the appendix. The Tresults in table 22
differ from thosge obtained by Sarris because of different market
shares in the base periods used in each projection. These
differences are within the range of normal year-~to-year
fluctuations,

Sarris (17) used the demand parameters which WeTy estimated for
each imﬁa?fing country for processed fruir. He than aggregated
individual country results to project EC imports. The overall
value of the bParameters for the EC were: income elasticity,
1.98; price elasticity, ~0.46; and substiturion elasticity, 1,06
(15). It is important to note the high average value for income
eIEéticity. For West Germany, the income elasticity wasg
estimated at 2,58. Such levels are important in producing the
growth projection ig table 22,

Income and enlargement effects on Processed peach imports into
the EC are projected to be substantial, if the underlying
assumptions are realized. Income-stimulated demand is projected
to expand imports by $40.6 wmillion, 35 percent above the 1978-80
base level, The Price effect of removing tariff and nontariff

Import value, The total value of 1986 1imports is projected to
be $164 million as compared with $114 million ign 1978-80.

The benefits of these changes will be 5pread unevenly among
wajor suppliers, Although each supplier listed in table 22
gains added wmarket volume, Greece is the principal beneficiary,
Imports from that country are projected to Brow 49 percent by
1386 because of income~related demand increases and by an
additional 34 percent because of the price effects of
enlargement, EC imports from Greece in 1986 are double their
base year level, and the value market share is 10 percent higher,

EC imports from Italy are expected to gain by §4 million,
approximately 25 percent, although they would have been $1.6
million higher without enlargement, Imports from South Africa
are projected to expand by $8.1 willion, although e. argement
will cost South Africa $2.8 miliion in potential sales, TItg
projected market share is 7 percent below its 1978§-80 level,

The United States will lose less than 1 percent of its market
share if the projections are realized. The gain in sales is
Projected to be $4.2 million, wity a $1.6-million loss from the
Price effect of enlargement more thanp offset by a $5.8 willion
increase stimulated by demand growth, Imports from Australia
are projected to increase less than those from any other major

supplier.
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Table 22—EC imports of processed peaches from selected countries,
1978-80 average and projected 1986

: : Changes caused by - :
:_Base year 1978-80: Income 1/ : Enlargement : 1986 projection
Country : Value 3 ! Amount : Pro— : Amount ; DPro- : Value
i 2/ i Share : 2/ i portiom : 2/ portion : 2/ : Share
¢ (D) (2) (33 (4) (5) (6) (7) (8)
¢ 1,000 1,000 1,000 1,000
¢ dollars Percent dollars Percent dollars Percent dollars Percent
West :
Germany 1,239 1.08 460 37.20 =216 -12.71 1,483 0.90
France 3 1,210 1.05 674 55.76 =176 -9.38 1,707 1.04
Iialy 1 15,297 13.38 5,402 35.32 -1,571 -7.59 19,128 11.66 y
Nether- :
lands : 270 .23 144 53.69 -6 -1.65 408 +25
Spain : 171 .14 21 12.60 37 19,56 230 14 1
United
Kingdom : 471 W41 235 49,95 -58 -8.27 647 .39 !

Greece 3 31,922 27.93 15,565 48.76 16,117 33,94 63,604 38,77

Bulgaria 319 27 168 52.80 ~-58 -11.90 429 .26
South :

Africa : 46,538 40,72 10,982 23,60 -2,830 -4.92 54,690 33.33
United :

States : 10,703 9.36 5,810 54,29 -1,613 -9.77 14,900 9.08
Australia : 4,885 4,27 780 15.98 -288 -5.09 5,377 3.28
Rest of :

world : 1,240 1.09 310 25.00 -109 -7.00 1,441 .88

Total i 114,265 100.00 40,551 35.49 9,229 8.08 164,045 100.00

Note: Percentage totals may not add to 100 because of rounding,

1/ Income effect is caused by changes in consumer income. Enlargement effect is
caused by elimination of tariff and nontariff barriers facing Greece and Spain,

2/ Deflated to 1978-80 average.

Sources: Col.(1), table 195 cols. (2), (7), (8), calculated; rols., (3),(4), (5),
(6), (17).
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Other Considerationg

The EC market for pProcessed peaches hag changed considerably
since EC initiation of Processing subsidies, which occurred
after the period I used to estimate demand parameters for the
Projection model, Given this change, it appears that the price
disadvantage faced by non-EC suppliers will be greater than
Projected. Consequently, the wmarket share achieved by such
suppliers will prelubly be smaller than projected.

This situation seems particularly probable if the liberal
Processing subsidy is continued. The increases In peach
Processing noted in both Ttaly and Greece Provide a reasonable
basis for such an expectation., -

Finally, the Projected results are contrary to general industry
characterizations of the market, Importers interviewed in
Western Europe and industry officialg interviewed in California
believe that future market growth for canped fruits will
probably be limited at best. Current attempts to reduce
production in South Africa, Australia, and the United States are
ample evidence of a pessimistic outlook for EC market growth.

Market results have significantly changed as the result of
policy changes. Thig change is also evident in othar
commodities. The analysis here Supports the contention that the

Processing, and exports or imposing systems for quotas or levieg
which are not now part of the EC progranm. Evaluation of these
types of changes is difficult, and perhaps, impossible, as
Sampson and Yeats point out (16). However, such changes remain
a distinct and generally unpredictable possibility which Create
uncertainties about Projections baged on past economic behavior.

According to Haresnape's analysis (10), Greek Processing
capacity could limit a magsive expansion of Greek production,
However, Haresnape algo reports that industry members are
certain that private capital will provide whatever capital is
needed for market growth. If not, Greek industry officials
believe that the Government will supply the needed investment.
It appears that the added 50,000-60,000 tong of market demand
for processed peaches in the EC could be produced in Greece if
subsidies remain profitable. Peach production in Greece 1s
expanding as the result of the maturing of large Plantings of
trees during the past decade, and these pPlantings will Provide g
base for some future expansion.

capacity. There seems to be little incentive to change that
policy.
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PROCESSED TOMATOES

Structural Aspects

of EC Trade

Imports

Processed tomatoes are an important input to both industrial and
domestic food preparation. Trade 1s carried on in canned whole
Comatoes, tomato paste, and tomato sauces. The U.S. interest
focuses on the enlarged EC as an gxporter, rather than an
importer, of tomato products,

The structure of EC trade comprises the import patterns, the
network of ifamport prices, the nature of government intervention,
and the character of production and exports by the major
suppliers to the EC.

The EC imported an average of 459,000 tons of processed tomatoes
per year, with a value of $280 million, during 1978-80 (table
23). Total consumption was conslderably higher because Italy
and, to a lesser degree, France, provide large supplies for
internal comsumption,

Many imported tomato preducts are used for further manufacture
and pass through channels of distribution unique to the
industrial trade., Second &tage processors, 1f sufficiently
large, deal directly with exporters or their importer agents.
Participants in this distribution channel are extremely well
informed about warket conditions and prices, and they are
responsive to overall supply and demand couditicns {within the
constraints of the EC pricing system).

Tomato products destined for consumer use pass through channels
of distribution different from those for most industrial trade,
These channels are generally more complex and include importers,
primary and secondary wholesalars, central buying offices’,
direct-buying retail chaine, or specialty agents. Trends in
these channels are toward larger sizes, more integration, and
better price stability (13).

Italy was the EC's principal source of processed tomatoes,
providing 65 percent of the import supply. The second ranking
source was Greece, which furnished only 11 percent of the
requirements, Spain was next with 7 percent, followed by
Portugal with 5 percent. The aggregate import share of these
present or future EC members was 88.5 percent. A few imports
originated in other EC countries so that approximately 16 Iisted
"outsiders,” plus several unlisted sources in the trade
statistiecs, divided up 10 percent of the EC market.

The most significant "outslder™ was Israel which furnished 2.3
percent of the imports in 1978~80. Bulgaria provided a similar
amount, but with a much lower value. Morocco and China were
next within this group. The United States provided an average
of 535 tons during 1978-80 with a value of $438,000. Although
the United States has an inconsequential stake in the EC market,
it has more than a passing interest in the destinations of
potential exports from the expanded EC.

The United Kingdom was the ma jor EC importer of processed
tomatoes, taking 203,000 tons, or &4 percent of the EC's total,
West Germany received 25 percent of the 1978-80 imperts, and
France toock 12.5 percent,
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Table 23—Sealected informatlon on EC imperts of processed tomatges,

by member country, 1%78-80 average 1/

T T .

ey g

Exporter

and {teg

v

Unix

-
»
.
H

West
Germany

France

Italy

Netherlands

H
“

Aalglium-

Luxembourg

H
r
1

United
Kinpdom

-

Ireland

France;:
CGuantity
Value
Average price

Price index
Markat ghare

[N
L L LR TR TR T TR,

Belgium/Luxembourg
Guagtds»
Yalue
Averape price
Price index
Market share

Metherlands:
Cuanticy
Value
dwverage price
Price index
Harket share

West Germany;
Quantity
Value
Average price
Price index
Market share

Ttaly:
Quantity
Valee
Average price
Price index
Market share

United FKiagdom:
Quantity
Value
Ayerage price

Price index
Marker shars
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1,000 kilograns
$1,000
Dollars/kilogran
Ha
Percent

1,000 kilograms
$1,000
Dollarsfiilogram
HA
Percent

1,000 kileograms
$1,000
Dollars/kilogran
NA
Perrcent

1,000 kilograms
$1,000
Dollars/kilogram
NA
Parcent

1,000 kiloprams
$1,000
Dpllars/kilogram
HA
Percent

1,070 kllograns
$1,000
Pollars/kilogram
Ha
Percent

-
H
-
»
.
H
H
.
H
.
-
.
H
H
-
-
+
H
.
H
.
H
-
»
.
H
-
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L L T LU T T TR,

2,515
1,966.6

781

128,24
)

302,672
172,981.9

571

93.76
61.8

i,s529
1,261.4

B24

135,30

158
278.3

1.762

300.68
WA

WA
kA
HA
HA
Ha

90,389
a0, 560.6

+33%

85,39
4.6

678

558.8
.B2

140.61

-

&

HA
HA

19,791.1
498
93,08
64.5

91

62.1
LG82
127.47
W2

6
4.8

1G2

«B00
.52

176

386.1
2.193

285.34
1.9

229

236.2
1.031

134.24
1.2

7,150
4,237.6
«378
75.26
Zk.1

53
686.3
1.052
136.97
«3

626
534.3
.853
137.58
2.2

NA
HA
Ha
HA
Na

1,891
1,522.8
.805
129.83
6.5

429
3I07.4
<716
115.48
1.3

30,277
18,433.4
608
98.06
79.0

95
. 782

.3

144

129.6
.900

140.57
L

187

169.7
307

147.71
.1

130,410
T7,443.9
+593
96.37
61.9

NA
WA
NA
A
HA

660
436.6
»BB1
106.78
8.4

3,649
2,030.8

-356
82,82
38,5

17
12.9
2705
113.89
o2

See notes at end of tabie.
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Table 23—5elected

informatlon

on EC imports of processed tomatoes,

by member countTy,

1978-80 average (contimued) 1/

Exporter
and ltem

™

EC

West H
Fermany ¢

France 3

Italy

: Belpgilun- H

Hetherlands 3

Luxembourg H

Unired
Fingdon

Ireland

Switzerland:
Quantiky
Value
sverage price
Price index
Market share

Portugal:
{uantity
Value
Average price
Price index
Marketr share

Spain:
Quankity
Value
Average price

Price index
HMarket share

Greece:
Quantiky
Value
#Average price
Price index
Market share

Turkeyi
Guantity
Value
Average price
Price index
Market share

USSR
Quantity
Value
Average price
Price index
Markek share

P e T

1,000 kilograms
$1,080
Dollars/kilogram
HA
Fercent

1,000 kilograas
$1,000

jaf:8
Bercent

1,000 kilogramsa
£1,000
Dollarsfkilogram
NA
Parcent

pe e =k At #m g e ar An @y G4 4 drom

1,000 kilegrams
£1,000
Dollars/kllogram
Ha
Percent:

1,000 kilograms
$1,000
Dollars/kilogram
HNa
Percent

ve me we ke B s AR B4 Ak BE oma BE EE R oA B dm om0

1,000 kilograms
1,000
Dollarsfkilogram
"
Percent

[ERCTIN L

Dollars/kilogram &

P A L

[ N L LR L]

TR

H
-

:
H

-
H
H

P T L

P TRC LR T LR LR L

162
334.3
3.298
562.79
.7

606

582.8
.96l

163.99
8

an8
455.1
490
91.58
1.4

470

934.1
1.987

371.40
3.0

5,497
2,785.2
.506
94.57
9,0

7,216
&,114.0
570
106.54
13.4

104
64,7
622
116.26
r2

17
9.2
.541
FO.44

2,541
1,729.0
.680
88.54
8.8

1,202
1,452.3
1.208
157.29
7.4

10,866
g,050.5
832
108.33
46.3

87
68.9

¥
215.6
3.080
501.62
.1

13,685
10,077.4
736
115.86
8.0

71,794
11.,332.3
519
84,52
9,0

16,100
12,475.2
T
126,05
9.9

1,724
1,236.7
17
116.77

253
52.0
205
31.96
2.6

151

143.2
948

147.89

1,927
1,496.7
FF2
126.7%
29.1

279
143.1
512
82,71
2.7

706
543.6
JT62
124.22
10.5

Sea notes at end

of tzble.
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and Iten

Czechoslcvakia:
Quanticy
Vilue
Average PTice
Price index
Marker ghaye

Hucgary:
Q.ancity
Value
Average price

Price index
Matket share

Bulgaria:
Quantity
Value
Average price

Price indaex
HMatkert shape

Canary Islends;
Quanti:y
Yalue
Average price
Price index
Market shara

Moroeeg;
Quantity
Value
Averape Price

Price indpy
Hatket shaye

Tunisia;
Quaneity
Value
Average price
Erice indey
Harket ghare

Table 23~~Selectad information gg EC 1mporte of procasceq tomatoeg,
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Unir

1,000 kilogramg
$1,000
Dollarsfkilcgram
Ha
Percent

1,000 kilograms
1,000
Dollarsikilogram
NA
Fercegr

1,000 kilograms
1,000
Dollarsfkilogram
Ha
Percenc

1,000 kilograms
$1,000
Bollarsfkilogram
Na
Percent

1,000 kilograms
31,000

: Dullarsjkilogram
NA
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Percunt

1,000 kilograma
$1,000
Dullars!kilcgram
NA

Percant
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i Hest H
EC ¢ _Germany

10,891
4,126,1
378
62.06
L4

39
58,2
585

84
B82.0
«976
182.42
»2

by member country,

Belgium~
Luxenmboyyr

653

441.7
-670

109,12




Table 23—Selected lonformarion on EC imparts of processed tomatoes, by member couatry, 1978-80 average (continued) 1/

Exporter
and item

West H :
Unit : EC Cermany :  France : Traly

Kinpdom H Iteland ; Denmark

H Belgiur— [} United
¢ Juxenbourg H

Herherlandg

South Afrjca:
Quantlry
Yalue
Average price
Price index
Market share

1,000 xliograms ; 57 222 149
$1,000 : 27.9 103.3 0.8
Bollars/kilogram ; L48g B L475
HA B3.44 59.76 72.36
Percent : —_ 1.6 -

LL I L U T

Unlted States:
Quanticy
Value
Averape price
Price index
Harket share

-

1,000 xilograms : 417 97
$1,000 2B5.0 77.3
Doliorafkilogram : .B83 L7086

HA 87.78 129,464
Percent 4.5 LA, . -

R e we oms g

Costa Rica:
fluanticy 1,000 kiloprams
Value $1,000 64,9
Average pricc i Dollarafkilegenm -832
Pelee index H Mk H 135,50
Marker share ; Pereent

78

Vroma wr 4i 4d we s
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Chile:
Quanelcy L300 Klograms 366
Value : $1,000 : 294.5
Average prlee Bellara/kilogram : 805
Price index Ha H 131,10
Market share H Percent : .2

Argentinn: : i
Mantity © 1,000 kilograas 1,097 362
Value : 31,000 19.9 158.0
Average price ¢ bollars/kilogram : -437 436
Price index : HA H L.17 70,43
Market share : Percent : .3 3.0

Iscael:
Quantity ¢ 1,000 kilograms : 6,737 7
Value : $1.,000 4,173.2 38.6
Averape prlce i Dollara/%ilogram .61% .501

Price ipdex X HA 100,81 80.93
Market ahare : Perecent . 3.3 N

See notes at ond of table. Cantinued—
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le 23-——Splecred

information gn EC inparts of

procegsed tomitoeg,

by memher COURELY,

1978-80 average (continved) i/

Exporcer
and itenm

Init

EC

West

Getwmany

France Hetherlands

Irtajy H

United
Hogdon

Belgiom- H

¢ Luxembourg H Ireland :

Denmark

China:
Quanrity
Valye
#verage price
Price index
HMarker shage

L LR T .

Beat of world:
Quanticy
¥alue
Average price
Price index
Hatket gharas

World:
Quanticy
Value
Average price

T T T T, .

1,000 kilogramg
31,000

Dollarefkilogran

HA
Parcent

1,000 ilograms
$1,000

Bollarsfkilogram

NA
Petcent

1,000 kiiograms
$1,000

Dollare/kilogran

e afaa o,

BN by ok ome we g g

AL T I TR P

458,628
279,629.3
.608

= = Nil pr neglisih
NA = Yoe applicable,
n.&. = Not availabie

1/ Average price ar

shares are baged on wa

2/ Quanticy not repors

Source:

(5,

e,

[+ 3% PN
dlue,

3,525
1,531

BB

2
ol
L

101

115,546
67,757

15
6.2
+413
53.%7

-]
. 350
.55
2

145
71.9
-495
63.52
1.1

15t
0
»393
W19

. 588
.4
8,072

6,2B81.1
778

.0
<586

95

48,5
510

83.04

13
10.0
-76%
11%.90¢

37,604
23,325.4
.620

203, 381
124,5959,7
N aks

3,003
1,983.6
.641

ed by source.

entlry, converted from roy ko

U.3. dollars usiog che followlng ratios:

1976—1:1.274, 1879--1:1.371, 1980--1:1, 392,

129
56.8
L4480
71.08
1.1

39
£9.8
784
126.65
1.3

8,290
5

L1384
610
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Import Prices The average price for imports from Italy was lower than that for
any other major supplier. The lower Price can be explained by
the product mix over which the average price was computed, the
quality of the products involved, and the advantageous subsidy

. and tariff treatment accorded to Italian processors. The

average price of processed tomatoes imported from Italy during

1978~-79 was 25.9 cents per pound (table 24). The average price
of imports from Italy was reasonably consistent for all
importing countries, except Frapce. The average price in that
market was 23 cents per pound, indicating a product mix toward
the low end of rhe price scale (tomato paste).

Comparisons amoung other suppliers show similar price
variations. Bulgaria and Israel earned almost identical market
shares, although the price for Bulgarian imports was 20 cents
per pound, indicating a product mix toward the low end of the
pricing scale, whereas the price of Israeli processed tomatoes
was 31 cents. Prices for Spain and Greece were similar to that
for Israel.

Average c.i.f, entry prices pald by EC couutries ranged from 24
cents per pound In France to 36 cents in the Netherlands.
France's low import price resulted from a product mix more
heavily weighted by paste and other low-cost products than the
EC average. Part of the price difference results from lower
frelght costs arising from France's favorable location relative
to Italy and Spain. Higher prices in the Netherlands arise from
a different product mix favoring consumer items and a longer,
more costly shipping distance. These examples illustrate both
the uniqueness of individual demand and supply situations and
the rigks of making judgments based on aggregate data,

Table 24--Average prices and market shares for processed
tomatoes imported by the EC from selected countries,
1978-80 averages

5 ¢  Average : Estimated : Duty- : Volume
: Country { price c.i.f. : welghted : paid : market
i 3 entry : _tariff rate 1/ : price : share
4 : (1) (2) (3) (4)
i :  Cents/pounds Percent Cents/pound Percent
Bulgaria : 17.1 19.2 20.4 2.4
3 Greece : 33.0 0 33.0 10.6
Ierael : 26.7 15.6 30.9 2.3
Italy H 25.9 0 25.9 66.0 |
§ Portugal : 35.3 12.5 39.7 4.8 ;
i Spain : 28.0 14.2 32.0 7.1
H 1

United States : 33.4 18.3 39.5

s e S YT
L

1/ Welghted average of the rates for all processed vegetables imported from each
country in 1978,

Ly ek e gy

Scurces: Cols. {1}, (4), from taile 23; col.{2), computed from (6, various issues);
col. (3), calculated.
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Government Government programs for intervening in the production and

Intervention marketing of processed tomatoes vary among countrles. The
intervention programs for the EC, Spain, and Portugal are
discussed 1n the following sectiomns.

< EC. Tomatoes are an important product im the EC gubsidy program
which was introduced for several commoditiew im 1978, The
program was degigned to help econmomically depressed areas in
Prance and Italy that were threatened by potential competition
from Greece and Spain after EC enlargement. The gyatem is
similar to the one described earlier for processed peaches. The
program makes substantial subsidies available to processors who
demonstrate that they have paid 2 previocusly determined minimum
price to growers for processing tomatoes. These subsidies were
established at very high levels and prompted a 30- to 35-percent
production increase which led to surpluses and caused aevere
difficulties 1n marketing processed tomato producta. The
subsidy system was extended to Greece in 1981 in increments
until the transiticn period is completed in 1988. Table 25
compares the level of EC subsidies imn 1978 with those in Greece
and with ¥.S, grower and processor.prices. The comparison shows
that Italilan processors paid much less for raw product than did
U.S8. processors, but Italian growers received substantially more
than their American counterparts.

One result of the EC subsidy was greater price stability which
may have stimulated expansion as much as did the increase im
price level. The subsidy also encouraged some producers to move

Table 25—Comparison of subsidies and product prices for tomato
paste in Greece, Italy, and the United States, 1978

- H : Processor subsidy
Country Type of subsidy Per unit of : Equivalent

processed i raw product

product : 1/

Market prices :
Raw : Processed
product @ product

LI T
T U T
ey B0 aw |aw

4

L

: Dollars per ton

T TE LY

5 Greece : Export rebate to : P
r ! processors : 265.60 48.90 57.42 591.34

E; Italy : Payment to processors: '
i : who pay at least :
i : the minimum grower

[
?' : Pprice £46 .40 82.18 93,30 655.49
t

ay a4 wa

! Upited
?ﬁ States :; None : 0 0 58.32 674,53

1/ Converted at 5.432:1,

Source: (25).
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into the processing sector. The net result has been to provide
a base for export expansion partly because of increased
preduction and partly because the industrial sector 1Is better
organized for such purposes than is the fresh sector,

Other Froducing Countries. Spain and Portugal employ other
systemé for protecting growsrs or processors. Some of these are
described in Uyeshirc (26). The system in Spaln is somewhat
varigble, although 1t ggﬁérally focuses un indirect aids for
pest control, facilities development, or fuel purchases.
Subsidies are often paid to growers of fresh tomatoes,
Processors receive a rebate on exports similar to that for ‘I
processed peaches (described in the preceding section},

Production and The United States dominated tomato production in 1980 and :

Exports accounted for 16 percent of the world's rotal. The other mejor ’
producers were the USSR, Italy, China, and Turkey. Except for ’
Italy, none of these producers is a ma jor exporter,

Production shares shifted during the seventies as producing
countries adjusted their cutput to changing economic

conditions. World production expanded by 18 million tous, or 59
percent, during the decade., [.8§. production grew at a slower
rate, 22 percent (1.4 million tons), while fncreases were more
rapid in the USSR, 118 percent (3.8 willion tons}, and in
Turkey, 80 percent (1.7 wmillion tons). Figures are somewhat
less reliable for China, but production expanded by
approximately 4.3 million tons.

Data on processing are less complete than those for raw product

production., However, USDA's Foreign Agricultural Service

estimates canned tomato and tomato paste production in selected

countries {(fer example, see (25)). Alrhough the data are

incomplete as to the number of producing countries and the range

of processed products, they do allow us to compare the two wmost

significant items in world trade. They show that Italian output

of canned tomatoes and paste was 1.14 million tons in 1980 as ]
compared with U.S. production of 890,000 tons. Italian -
production of these two products was very heavily weighted

toward canned tomatoes (77 percent by product weight). The next

ranking processors of canned tomatoes and paste were Greece,

209,000 tons; Spain, 165,000 tons; and Portugal, 110,000 tons.

Buring the seventies, production of canned tomatoes and paste
became increasingly concentrated in Italy, France, and Greece,
The role that subsidies played in this concentration is clear
when one compares productiocn shares for the periods immediately
before and after the introduction of subsidies in those
. countries in 1978, The share of canned tomato preduction
. accounted for by Italy, France, and Greece——out of elght major
$ producing countries--averaged 45 percent in 1977-78 and 58
% percent in 1978-80 (2Z). 1Italy, France, and Greece alsc
experienced a sharp {ncrease in concentration in tomato paste
production. With data reported for 10 countries, these three
countries increased their shares from 28 percent in 1977-78 to
46 percent in 1978-80 (23}). During the same period, production
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in the imys - tant competing natioms of Spain, Portugal, and
Morocco declined by 15 percent for paste ang by 27 percent for
canned tomatoeg, This disruption ip production Patterns and the

The domestic market abgorbg almost all the enormous .S, tomarg
production, Consequently, the U.S. share of world processed
tomato exports is small, Tanging from 5 g 7 percent. Slightly
less than 75 Percent of U.5. EXPOrts are destined for Canada.
Italy and Spain dominate Teported world trade in canned tomatoes
with a combined market share in 1974 in excess of 90 percent.
Trade shares fer tomatg paste are more evenly divided among
countries, altheough Italy, Portugal, apd Greece are the leading
exXporters, Portugal'g éxport share ig declining as Greece's
output grows,

Table 28 Summarizes procegged tomato production and exports for
the 1978-8¢ period. The darg show varying degrees of dependence
O export markets 4mong the gmajor Producing ctountries; Porrugal
shows the highest dependence at 73 pexrcent, and Italy the lowest
at 40 percent. Most countries had a limited reliance on EC
markets, Among major Suppliers, Italy had the largest share of
€Xports——63 Percent——directed to the EC. Greece shipped about
44 percent of its exports to the EC; Spain, 40 percent; and
Portugal, 28 percent.

Table 26~~Production and exports of Processed tomatoes, by selected countries,

Fresh :  Pack ¢ Exports to Imports Exports as
Country : Pre— : pro- : all : by :
! duction ; duction ; destinations ; the EC

EC imporrs
share of as share of

roduction E€XpOrts
(63}

(1) (23 (3) (4) {5

: 1,000

Pofees oo Zons - = - - - - - Pereent - -
Bulgaria ; 107 n.a. 13 11 n.a, 84.6
Greece ; 1,711 200 112 49 56.0 43.8
Israel ; 251 21 9 4 42.9 44 4
Ttaly : 4,659 1,206 482 303 40.0 2.9
Portugal ; 656 108 79 22 73.1 27.9
Spain ; 2,200 158 81 33 51.3 40,7

_h_________ﬁi____q__*__“___________*___ﬁ___*___ﬁ______ﬁ___H__h____*___h______*ﬁ___*__ﬁ___

n.a. = Not zvailatle,
Sources: Col. (1), (7); cols, (2), (3, (4}, (25); cols. (5}, (¢), calculated,
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Impact of EC EC enlargement will change import patterns slightly because
Enlargement trade barriers facing the dcceding countries will be

eliminated. The extension of processing subsidies to the new
members is likely to cause far greater impact. This change
could well stimulate exports to non-EC markets.

Projections Table 27 presents projections of EC imports of processed
tomatoes. The projections are derived from those made by Sarris
(17) with modifications described in the appendix. Sarris
estimated demand parameters for processed vegetables as a class
for each importing country and used these parameters in
developing projections for processed tomatoes. The values of ‘!

Table 27—EC imports of processed Lomatozs; from selected countries,
1978-80 average and projected 1986

: : Changes caused by —- :
:_Base year 1978-80: Income 1/ : Enlargement : 1986 projection

Country : Value : Amount Pro— : Amount ; Pro— : Value .
: 2/ : Share 2/ : portion : 2/ i portion : 2/ : Share
¢ (L (2) (3) (4) (5) (6) (7) (8)
+ 1,000 1,000 1,000 1,000
. ! dollars Percent dollars Percent dollars Percent dollars Percent
Greece t 35,415 12.7 14,350 40.5 10,425 21.0 60,190 14.6
Israel : 6,088 2.2 2,278 37.4 ~358 -4.3 8,008 1.9 .
Italy : 172,982 61.9 76,717 44 .4 -9,713 -3.9 239,986 58.4
Moroeco : 5,160 1.8 2,158 41.8 =361 ~4.9 6,957 1.7
‘| Portugal : 17,323 6.2 6,743  38.9 5,087 21.2 29,163 7.1
Spain : 20,0689 7.2 7,963 39.6 8,014 28.6 36,066 8.8
United :
States 438 0.2 212 48.6 -15 -2.4 635 0.2
Rest of :
world ¢ 22,135 7.9 9,186 41.5 -1,253 -4.0 30,068 7.3
Total i 279,630 100.0 119,607 42.8 11,836 4.2 411,073 100.0

.

Note: Percentage totals may not add to 100 because of rounding.

1/ 1Income changes are those created by income growth without accounting for price
effects of eliminating barriers facing Greece, Spain, and Portugal.
2/ Deflated to 1978-80 average.

Sources: Col. (1), table 23; cols, (2), (7), (8), calculated; cols. (3), (&), (5,
(6), (17).
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Other Considerations

the parameters for the EC are: 1ncome elastleity, 2,24; price
elasticity, -0.72; and substitution elasticity, 1.38 (17)}.

The substantial growth in processed tomato imports that is
projected for 1986 results almost entirely from the high value
for the income elasticity of demand. The results in table 27
differ from those calculated by Sarris because the two
projection models use different import values and wmarket shares
in the base periods.

If the assumptions underlying the model are met, then the value
of processed tomate imports will increase from $280 million in
1978-80 to $411 willion in 1986. Income effects will stimulate
$120 million of the increase, and the price impact of removing
tariff and nontariff barriers facing the acceding countries will
add $12 million. As with other commodities analyzed here, the
price effect of enlargement 1s projected to be far less than the
income effect of a growing economy.

Spain will be the major beneficiary of the enlargement. Spain's
exports to the EC are projected to increase by 80 percemt, or
$16 million. Greece and Portugal will expand their EC exports
by about 70 percent, adding about $36 million. Italy will
maintain its position as the principal supplier even though its
maxket share will drop sliphtly., Although Italy's exports to
the EC are projected to increase by $67 million, they would have
been almost $10 million higher without enlargement,

Each major supplier outside the enlarpged EC is projected to gain
in abeolute volume, but to lose in import market share.
However, the market share changes are relatively minor.

I derived the projections in table 27 by usicg a fairly high
income elasticity of demand. These preojections reflect the
rapid growth in consumption of processed tomato products during
the late sixties and seventies, The question as to the future
direction of consumption 15 still moot. Recent declines in the
expansion of tomato processing in non—EC countries and slowdowns
in worldwide economic growth lndicate that future increases in
processed tomato consumption may be below past increases.

1f current economlc counditions are sustailvned, the growth rates
used in Sarris’ (17) projections will not be realized. However,
the model can be used to test any assumed growth rate, In the
absence of much income-induced demand growth, it is apparent
that the new members of the EC will displace "outside™ suppliers
far more than my projections indicate.

The EC subsidy policy has greatly 1nfluenced the processing of
tomatoes in Italy, and more recently, in Greece. If the policy
is continued in its early liberal form, the competitive damage
to trade share will be greater than projected. However, an
easing away from the extremely high levels of subsidy that
characterized the first 2 years would probably moderate the
tendency toward expansion in Italy and Greece. One should
conglder projected fesults in the context of various policy
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sceparios to estimate the range of likely outcomes. 1In 1982,
the EC appeared te be moving away from extremely high levels of
subsidy. Whether this change will continue is as much a
political as an economic issue,

The commodity class projections made by Sarris (15) indicate
total processed vegetable exports frow Greece, Spain, and
Portugal will double by 1986. The portion available for export
to non~EC warkets will increase export availability for these
markets 65 percent. However, the non-EC market is projected to
increase 48 percent for all processed vegetables. The result is
a production level likcly to exceed demand; some of these
products will be processed tomatoes,

This projection indicates that a large component of tomatc
exports from couutries likely to join the EC will substantially
disrupt the processed tomato trade in third country markets.
This conclusion 1s speculative, but suggests that a detailed
anzalysis of the potential supply rTesponse in the acceding
countries is critical. If sufficiently reliable data can be
obtained, the wethodology in Sarris's study (17) can be used to
evaluate such iwmpacts,. e
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APPENDIX: THE
SARRIS MODEL &ND
ADAPTATIONS

Sarris reports the theoretical basis and the empirical
estimation of the trade models in his report (17). This
appendix summarizes the models and describes the adaptations
used for projectioms in my report.

Sarris developed two trade modela., The first involved the
specification of its parameters for trade in fresh, dried, and
processed fruit and fresh and processed vegetables. The second
model was of EC imports of oranges, table grapes, almonds,
raisins, processed peaches, and processed tomatoes. These
commodity models used some of the parameters estimated for the
more comprehensive world trade model.

The commodity class model was based on a series of linear
equations that expressed changes in import market share as a
function of changes of income in importing countries and of
changes in the c.i.f. prices of varicus exporters to each
countyy. Sarris estimated parameters whére adequate trade data
were available, as for the EC countries. For other countries,
he used estimates of lmport substitution, income and price
elasticity of imports, and export supply price elastilcity
developed in other studies (17).

Sarris made projections of the future commodity class trade
flows in two steps. First, he introduced projections of
consumer income for each country into the model that stimulated
increased import demand, changed prices, and generated supply
responses which resulted In a new set of trade patterms. The
results were obtained uunder the assumption that trade barriers
vere unchanged from the pre-enlargement case.

Sarris relaxed the trade barrier assumptiomns in the second step
to calculate the price effects of enlargement. He reduced the
prices of imports from Spain, Greece, and Portugal by an amount
equivalent to the value of the EC tariff and nontariff barriers
{principally levies) facing those countries. These price
changes altered the quantitles demanded from various exporters
and resulted in a projection of post—enlargement trade. The
price effect of enlargement w2s the value differemce in various
trade flows between the first-step and second-step projectioms.

Sarris computed the tariff barriers to trade in the five classes
of commodities from EC tariff schedules, He assumed the
nontariff barriers were the same as those derived by Sampscn and
Yeats (16) for trade in 1974. The values were 37.1 percent of
the ¢.1.f. price for fresh and dried frults and vegetables and
26.8 percent for processed fruits and wvegetables.

Data limitations prevented the estimation of a world trade model
for imdividual commodities of concern here. The empirical model
Sarris (17) used for the commodity projections comsisted
primarily of the EC demand component of the more complete and
closed model of commodity class trade flows. Import supply
curves were assumed to be infinitely elastic in the individual
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commodity equations. The exogenous variables were the growth
rates of real income and the percentage changes in c.i.f. prices.

Sarris (17) assumed that the parameters of the commodity models
for each EC country were the same as those for the relevant
commodity class model. He activated the commodity equation
system by introducing projections of consumers spending changes
for each EC country (the average yearly real growth projected
for the EC as a whole was 2.7 percent) and by reducing 1986
prices for Imports from Greece, Spain, and Portugal based on
elimination of tariff and nontariff barriers. He also explored
several results by varying the assumptions about exogenous
changes and the values of specific parameters. I projected 1986
results by applying the percentage changes Sarris had calculated
to 1978-80 average Import values.

The parameters summarized for the EC are as follows:

Commodity : Demand elssticlity
tIncome : Qwn price : Substitute price
Cranges, grapes, almonds : 0.65 -0.17 0.66
Raisins ; A7 - .31 .99
Processed peaches : 1.98 - .46 1.06
Processed tomatoes ; 2.24 - .72 1.38

Source: (17).
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