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Background

* U.S. national flock in decline since World War |l
» Lost subsidies and producer support

* Competition for production resources

* Historically shrinking consumer market

* Declining consumption from ‘traditional American’
demographic (now <1 Ib/capita/year), but potential
for recovery of national consumption through
promotion and increasing ethnic populations
 How do we meet current and future demand?

* Long-term increasing trend in lamb imports from

Australia and New Zealand (only substantial sources

of lamb imports for the U.S.)

* Imports now surpass domestic production In
guantity

 Muhammad, Jones and Hahn (2007) estimated
lamb import elasticities, finding a mostly inelastic

Objective:

To reexamine the state of the U.S. lamb import
iIndustry and further determine the importance, or
lack thereof, of product differentiation in importer
decision-making

Monthly Data (1989-2016):

* Quantities of U.S. Lamb Import and Wholesale

Values (Australia and New Zealand only)
 U.S. Trade Laborer Wage Rate
 U.S. Domestic Wholesale Price of Lamb
* Quantity of U.S. Domestic Lamb Production

Empirical Models

Results: Differential Production Model Elasticities

— e TE Conditional Divisia and Price
Unconditional Elasticities of the

Derived Demand for Lamb Imports
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Imports)
1.2557%**
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(0.0915)

New Zealand Frozen

New Zealand Chilled New Zealand
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(0.1055)

0.92527**
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Results: AP Rotterdam Model Elasticities

Boneless Compensated Own-/Cross-Price
Elasticities
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Elasticities

Conditional Own- and Cross-Price

New Zealand New Zealand Australia Australia
Frozen Chilled Frozen Chilled

-0.1836***
(0.0576)

0.0567**
(0.0253)

-0.0093
(0.0461)

0.1362***
(0.0490)

0.1212**
(0.0526)

-0.0148
(0.0732)

0.1046™*
0.0377

-0.84/76***
(00687.)

0.139/7**
(0.0543)

0.1962***
0.0282

0.1804**
(0.0713)

-0.6572***
(0.1171)

0.2579***
0.0474

0.5461***
(0.0763)

0.5324***
(0.0980)

-0.558 7***
0.0594

Bone-In Compensated Own-/Cross-Price
Elasticities
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250,000

T Estimated Differential Production Model

Conditional Expenditure Elasticities: %A product class demand / %A total (boneless/bone-in) import expenditures

Standard errors are in parenthesis, *** = Significant at p = 0.01; ** = Significant at p = 0.05; * = Significantat p = 0.10
Key: AU — Australia, NZ — New Zealand, FRZN — Frozen, CHILL — Chilled
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e ey o Tl iy o Pt e v AX; = Ap; + 2 TiAw;: + & « Lamb imports have continued to trend toward inelasticity
FAGAAAAAIAIANRSSNSRNRINIRNIRR|R J=1 * Import quantity sensitivities to price changes have remained largely consistent over the last decade
——|mports Annually 1000 Lbs  --US Annually 1000 Ibs

* One major deviation Is the loss of response In the import market to changes in the domestic price of
lamb, signaling the import market functions independent of the domestic product market
Results* of the Differential Production Model indicate emerging quality preference patterns with preference
for chilled product from Australia and frozen product from New Zealand
* Finding corroborated in part by Rotterdam AP elasticities, given apparent insignificance of frozen
Australian lamb gquantity and price changes in the context of the lamb import market
Evidence of boneless/bone-in product separability in Rotterdam AP Model shows that analyses of the U.S.
2 2 2 lamb import market must treat boneless and bone-in lamb imports as separate products
G Mg, =0, AQ, + Z Zan. Ap, .+e, , ° Allsignificant cross-product elasticities indicate substitute relationships
/ﬁ SN e T T e T T T« Qverall, importer decision-making driven by more than price, given price inelastic market, with quality
oo playing a significant role
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Import Demand System:

o Total Import Quantities by Source and Fresh/Frozen fitAxit: HljkAXt 1+ Z}’_tzl T[likj Ath 1 Uy “
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*Estimation results omitted due to space constraint
—AU Frozen —AU Chilled —NZ Frozen



