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Expanding the U.S. Share of 
High-Value Agricultural Exports 
Patrick M. O'Brien and Kathryn L. Lipton 
(202) 4 75-4870 (202) 786-1880

T
he United States leads the world in
agricultural exports, supplying over a 

third of the products traded. But while 
world agricultural trade has shifted over 
the last 15 years toward more high-value 
semiprocessed and processed products, 
U.S. exports continue to be concentrated 
in bulk, low-value products (LVP's) such 
as grain, cotton, and oilseeds. 

World trade in high-value products 
(HVP's) has grown over 14 percent per 
year since 1970 and surpassed trade in 
the traditionally dominant LVP market by 
the early 1980's. After a decade of partic
ularly fast growth, HVP trade reached 
$120 billion in 1980, compared with $110 
billion in L VP trade (figure 1). Growth 
since 1980 has slowed, but trade in 
HVP's continued to set records and 
reached $135 billion in 1984. The U.S. 
share of the HVP market, however, has 
stagnated near 10 percent despite advan
tages in processing and large supplies of 
low-cost, high-quality inputs. At the 
same time, other traders, notably the Eu
ropean Community (EC), have expanded 
their market shares sharply. 

Broadening the composition of U.S. 
farm exports to include more HVP's 
would not only increase sales abroad, but 
would also boost the contribution farm 
exports make to the general economy. In 
fact, expanding the U.S. share of the 
world market in high-value products by 
just 5 percentage points-a rise from 10 
to 15 percent-could give the country up 
to a million new jobs, add $50 billion to 
the Gross National Product, and increase 
Government revenues by $10 billion per 
year by the early 1990's. Moreover, it 
would allow U.S. agriculture to take ad
vantage of the HVP market's faster 
growth rates and greater stability. The 
LVP's that now dominate U.S. exports 
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have not only grown at a slower pace, but 
have also been significantly more variable 
from year to year than HVP's. 

Why the HVP Market Grew 

Two world markets for farm products 
emerged in the 1970's-one for bulk, 
low-value products and another for high
value, generally processed products. In
creased affiuence and population growth 
in the 1970's generated sizable increases 

Figure 1. World Agricultural Trade: 

HVP's Take the Largest Slice 
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in demand for bulk food and feed that 
many countries could not supply locally 
due to natural resource, climate, or other 
constraints. At the same time, many 
developed and middle-income countries 
increased efforts to upgrade and diversify 
diets with semiprocessed products (such 
as meat, high-grade flour, and vegetable 
oil), processed products (such as cereal 
preparations), and consumer-ready 
unprocessed products (such as fresh 
fruits and vegetables). 

Import demand for semiprocessed 
HVP's grew as countries sought to 
strengthen their economies by developing 
or expanding local food processing indus
tries. The value and employment added 
through processing, packaging, and other 
manufacturing services made food pro
cessing industries attractive investments. 
These facilities draw on local labor, capi
tal, and technology, but require semipro
cessed inputs often not available in the 
country. Oilseed meals are a prime ex
ample. The EC and Eastern European 
countries import large amounts of oil 
meal for producing meat and dairy prod
ucts. Japan imports fruit and fruit pulp to 
make beverages. Countries import 
HVP's as unprocessed as their domestic 
facilities allow so that the largest possible 
share of the value added goes to the local 
economy. 

However, the capital-intensive, special
ized nature of many food processing in
dustries limits the range of HVP's many 
small or medium-sized countries can pro
duce economically for their own markets. 
In other cases, demand for HVP's grew 
faster than local production or processing 
capacity. As a result, imports of pro
cessed and unprocessed consumer-ready 
products have also expanded signifi
cantly. 

Hence, virtually all the major HVP

categories have shared in the trade 
growth of the last 15 years. About half of 
annual HVP trade is now made up of 
semiprocessed products, mostly meat, 
meal, oil, coffee, sugar, and cocoa. Highly 
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processed, consumer-ready products 
such as dairy products, beverages, and 
cereal preparations account for a third of 
total HVP trade. The remaining sixth is 
made up of unprocessed, consumer-ready 
HVP's-mostly fresh fruits and vegeta
bles. 

LVP's Mean Less Impact from U.S. 

Exports 

Increased world demand for HVP's has 
been filled by the EC, the United States, 
and several other smaller countries with 
large food processing sectors that have 
excess capacity (table 1). But the United 
States remains in a distant second place 
due largely to marketing problems rather 
than any limit on its capacity to produce 
high-quality, competitively priced prod
ucts. Many other exporters, particularly 
the EC, market HVP's aggressively, us
ing large export promotion and subsidy 
programs. In contrast, U.S. export pro
grams have generally been limited to pro
motion and have concentrated on bulk 
products. Thus, while the United States 
increased its share of the L VP market 
sharply, it has barely held its own in the 
HVP market. Furthermore, the United 
States' limited HVP marketing activities 
and most notable HVP successes have 
been concentrated in the semiprocessed 
category. 

Unlike HVP's, low-valued, bulk prod
ucts generally involve relatively little 
economic activity outside of agriculture. 
Hence, the concentration of U.S. exports 
in LVP's has tended to limit their contri
bution to the economy. For example, a 
more balanced mix of exports reflecting 
the full range of LVP's and HVP's pro
duced and consumed domestically would 
generate 25-50 percent more employment 
than the current basket of exports (figure 
2). Agricultural exports would also con
tribute 50 percent more to the GNP with 
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a more balanced mix of products (figure 1970 to a peak of two-fifths in 1981. In 
3). For example, EC exports of$1 billion value terms, however, the U.S. share of 
in processed farm products generates al- world exports stagnated at about one-
most 50 percent more employment and sixth. The trade slowdown of the 1980's 
economic activity than U.S. exports of$1 has reduced the U.S. share of world agri-
billion in bulk products. cultural exports to approximately one-

The L VP concentration has also limited third and the value share to less than 13 
growth in the value of U.S. farm exports percent. 
and the U.S. dollar share of world agricul- This role as a bulk supplier has been 
tural exports. In volume terms, the U.S. reflected in changes in U.S. export unit 
market share increased from one-fifth in values. U.S. export prices doubled during 

Table 1. The EC Takes the Lead in HVP Exports 

Growth rate 
Country or 1970 19803 1970-804 

region Volume 1 Value2 Volume 1 Value2 Volume 1 Value2 

1,000 Million 1 ,000 Million 

tons dollars tons dollars Percent 

EC-9 (total) 22,495 8,649 86,394 53,488 14.4 20.0 
EC-95 8,279 3,140 18,569 19,876 8.4 21.0 
United States 10,405 2,380 23,081 11,378 8.3 16.9 
Brazil 2,830 1,342 8,509 5,771 613.0 17.6 
Spain 3,424 714 4,076 3,295 1.8 16.5 
Australia 1,067 793 1,731 2,777 5.0 13.4 
New Zealand 1,030 677 1,515 2,291 3.9 13.0 
Canada 2,456 640 3,146 1,851 2.5 11.2 
Argentina 333 613 507 1,773 75.4 14.2 
India na 482 na 1,501 na 12.1 
Mexico 774 250 1,638 1,049 811.3 22.7 
Greece 671 160 1,842 1,041 10.6 20.6 
Switzerland 268 304 207 886 -2.6 11.3 
Turkey 676 184 732 856 6_9 18.6 
Singapore 697 180 1,105 817 4.7 16.3 
Thailand 1,573 90 6,789 801 20.1 31.4 
Taiwan na 224 na 651 na 16.5 
Japan 320 172 442 608 3.3 13.5 

Total for 
above5 933,230 912,345 967,100 957,222 97.3 16.5 

na - not available. 
1 

Volumes ara In metric tons or equivalent; for selected commodities, however, no volume data are available. 2Values 

are those reported by exporters to the United Nations. 3Calendar year 1 980 data except for: Brazil (1979), Turkey 

(1979), Argentina ( 1 978), Thailand (1 978), India (1979), Mexico (1977), and Taiwan (1977). 4Annuai compound growth 

rates from 1 970 to 1 980, except where noted. 5Excludes intra-EC trade. 6
1 970-79 growth rates. 7

1 970-78 growth 

rates. 81 970-77 growth rates. 9Excludes Thailand for volume because data include cassava, a low-value unprocessed 

product. 
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The concentration of U.S. exports in low
value, bulk products, such as grain, has held 
down our share of world agricultural trade and 
limited the contribution of exports to the 
American economy. 

Figure 2. Exporting Processed Products Increases Employment1 

Tons Worker years 

Wheat 1,000 

Flour 740 

Macaroni 650 

Bakery 600 
products 

1Based on employment required to export 1,000 tons of wheat, or its processed equivalent. 1980 data. 

Figure 3. Processed Products: Helping Boost the GNP 1 

Tons $1,000 in GNP 

Wheat 1,000 

Flour 740 

Macaroni 650 

Bakery 600 
products 

1 Based on GNP generated in exporting 1,000 tons of wheat, or its processed equivalent. 1980 data. 
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the 1970's, but failed to keep up with the 
tripling and quadrupling in export prices 
enjoyed by other countries, particularly 
the HVP-oriented exporters like the EC. 
U.S. farm export prices fell from two
thirds of the world average in 1970 to less 
than half in 1980 (table 2). The dramatic 
slowdown in growth in L VP trade since 
1981 has reinforced these volume and 
unit value trends. The average U.S. ex
port unit value dropped from $270 per 
ton in 1980 to $230 in 1984, while world 
export unit values rose to $530. 

These movements in U.S. and world 
export unit values reflected an added dis
tinction between L VP and HVP trade
the relative importance of volume and 
unit price increases in export value 
growth. L VP trade volume increased 7-9 
percent per year between 1970 and 1980, 
while unit prices rose 8-9 percent. HVP

trade prices rose 10-14 percent annually, 
however, compared with volume gains 
averaging less than 6 percent. This 
difference in unit price movements is 
even more pronounced in real terms. 

Adjusting for the 1970's 9-percent annual 
inflation, the real price the United States 
received for its farm exports, particularly 
bulk commodities, declined by 1-2 per
cent per year, while real HVP prices in
creased 2-3 percent annually. Since 1980, 
L VP trade prices have fallen in current as 
well as real terms, further widening the 
imbalance between L VP volume
dominated growth and HVP price

dominated gains. 

European Community Takes the Lead 

The EC's strong growth in HVP ex
ports pushed the Community's value 
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share of the world market to almost half 
in 1980, compared with a third in 1970. 
Shipments in 1984 exceeded $60 billion. 
While two-thirds moved to countries 
within the Community, the EC's HVP 
sales elsewhere have grown faster. Its ag
gressive marketing program will probably 
keep the EC the largest and fastest grow
ing exporter ofHVP's in the 1980's. Ex
ports to non-EC countries could make up 
half of the Community total by the early 
1990's. 

Part of the EC's success in expanding 
HVP exports reflects its large-scale use of 
export subsidies, often involving 
discounts of 10-50 percent. These subsi
dies work to displace sales of U.S. prod
ucts in key markets in North Africa and 
the Middle East. The EC's success, how
ever, also reflects the breadth and techni
cal excellence of its food processing sec-

tors. The food industry in the EC is 
highly developed and uses the latest proc
essing technology, sophisticated manage
ment, and large-scale capital investment. 
The Community has also taken full ad
vantage of the management and market
ing services available from the multina
tional corporations that can draw on the 
best expertise available in the world. 

The level of affluence and the sophisti
cation and diversity of European tastes 
have also promoted production of a wide 
range of high-quality HVP's. A reputa
tion for quality is clearly one of the EC's 
major selling points. Other factors also at 
play include traditional marketing ties, 
close proximity to markets, and aggres
sive salesmanship-all of which help the 
EC dominate in key European and Medi
terranean markets. 

The EC also continues to be the 

Table 2. Concentration in LVP's Dampens U.S. Share of World Agricultural 
Exports 

1961-71 1979-81 1984 

Item Unit average average 

U.S. share of world 

agricultural exports: 

By volume Percent 20 39 33 

By value Percent 15 18 13 

Agricultural export 

values: 

World average Dollars 190 520 530 

U.S. average Dollars 125 260 230 

lnterannual variability 1 

World trade volume Percent 3 4 na 

World trade value Percent 5 8 na 

U.S. trade volume Percent 8 9 na 

U.S. trade value Percent 9 14 na 

na - not available. 
1 

Percentages are measures of how likely market prices and quantities are to fluctuate from year to year. (Measured as 

the standard error of the regression from a time series analysis of data for the 1960's and 1970's.) 

Sources: Food and Agriculture Organization Trade Yearbooks, 1975-81 issues; Foreign Agricultural Trade of the United 

States, ERS, U.S. Dept. of Agriculture; and ERS estimates. 
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world's largest importer of HVP's. How
ever, growth in its domestic food process
ing industries has outpaced growth in 
HVP demand within the EC. This should 
continue to improve the Community's 
trade position. 

U.S. Opportunities Through the l990's 

Most of the factors that encouraged ex
pansion in HVP trade in the 1970's ap
pear likely to reemerge by the late 1980's. 
However, growth in HVP import demand 
is unlikely to return to the 14-percent rate 
of the last 15 years. But even with slower 
growth, increases in HVP trade could 
average $15 billion annually in the 1990's 
and far outdistance growth in L VP's (fig
ure 4). 

Given the likely increase in trade in 
semiprocessed products such as animal 
feeds, the United States should continue 
to supply at least 10 percent of the HVP 
market. For a larger share of the market, 
however, the United States will have to 
adopt a more aggressive HVP marketing 
strategy and work to liberalize trade in 
HVP's. 

A more aggressive U.S. marketing pro
gram for HVP's could start with efforts to 
broaden the focus of existing farm export 
programs and the development of new 
ones keyed to the unique characteristics 
of the HVP market. For example, fund
ing for the export promotion program, 
the Food for Peace program (P.L. 480), 
the Commodity Credit Corporation's 
(CCC) export credit program, and
USDA's foreign agricultural information
system would have to be directed toward
both HVP's and L VP's.

Efforts to broaden the focus of these 
programs are already underway. These 
programs have been used successfully to 
expand U.S. exports of bulk products 
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such as grains and oilseeds over the last 

two decades. However, substantially 

more funding would be needed to main

tain the U.S. competitive edge in the L VP 

market while making headway in the 

HVP market. 

Modifications in these programs are 

also needed to enhance the effectiveness 

of the market intelligence collected and 

disseminated among HVP interests in the 

United States. Many U.S. traders have 

not fully recognized the similarity 

between HVP demand patterns here and 

abroad and the opportunities these offer 

for sales abroad. 

Encouraging expanded use of HVP 

trading companies might also help U.S. 

Figure 4. Prospects for HVP's: Slower 
Growth But Still the Leading Trade 
Sector 

$290-390 

I Rest of world 

-U.S.

1970 1980 1990 
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Fresh fruits and vegetables make up roughly a sixth of world trade in high-value farm products. 
The United States may need to work harder if it is to capture a significant share of this and other 
HVP markets. 

producers capture more of the world mar

ket. The Japanese, and more recently the 

Brazilians, have successfully used na

tional marketing and trading companies. 

Their knowledge of foreign demand, sup

ply, and the mechanics of trade enable 

companies to expand exports consider

ably. The world HVP market is suffi

ciently complex to make the payoff on 

this more sophisticated approach to trade 

significant. 

Any large improvement in the U.S. ex
port position won through more aggres

sive marketing, however, could be 

quickly offset with a relatively small in

crease in HVP subsidies by other export

ers. Hence, U.S. marketing efforts will 

have to be reinforced with trade policy in

itiatives aimed at limiting, or possibly 

reversing, the use of questionable trade 

practices by the other exporters. 

The policies likely to be most success

ful in protecting HVP gains by the United 

States stop short of a costly trade war, but 

they would make the financial and politi-

cal cost of unfair HVP trade practices 

unacceptably high. The United States 

could initiate selective export subsidies 

for products and markets where the cost 

of a subsidy would be small but where its 

impact on the other exporters would be 

significant. This suggests that initiatives 

in the dairy and poultry markets, for ex

ample, would be more cost effective than 

initiatives in the animal feeds or flour 

markets. 

A concerted U.S. effort could also in

clude initiatives under the Trade Agree

ments Act of 1979 and grievances under 

the General Agreement on Tariffs and 

Trade and its Code on Subsidies. It could 

also include pressure to liberalize trade 

policy in whatever other multilateral or 

bilateral forums were available. In the 

long run, emphasis on negotiations, 

rather than confrontation, promises to be 

more effective in winning increased U.S. 

access to HVP import markets and better 

cooperation with other HVP exporters. □ 
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