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PREFACE

On October 21, 1988, the United States International Trade Commission instituted
investigation No. 332-263, Competitive Conditions in the U.S. and World Markets for
Fresh Cut Roses. The investigation was instituted as required by section 4509 of the
Omnibus Trade and Competitiveness Act of 1988 (Public Law 100-418, 102 Stat.
1107)' (the act) under section 332(g) of the Tariff Act of 1930 (19 U.S.C. 1332(g)) for
the purpose of reporting on—

1. The competitive factors affecting the domestic rose-growing industry, including
competition from imports;

2. The effect that the European Community’s tariff rate for imported roses has on
world trade of roses; and

3. The extent to which unfair trade practices and foreign barriers to trade are
impeding the marketing abroad of domestically produced roses.

The act requires that the Commission report the results of its investigation within 240
days of enactment of the provision or by April 20, 1989.

Notice of the investigation and scheduling of a public hearing were given by posting
copies of the notice of investigation at the Office of the Secretary, U.S. International
Trade Commission, Washington, DC and by publishing the notice in the Federal Register
(53 F.R. 43277, Oct. 26, 1988).2

' A copy of the pertinent sections of the act is reproduced in app. A.
2 A copy of the Commission’s Notice of Investigation is provided in app. B.
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Executive Summary

Fresh cut roses are the most important cut flower crop produced by the U.S.
floriculture industry. In 1987, the last year for which data are available, fresh cut rose
production had a wholesale value of $167.2 million, as reported by the U.S. Department
of Agriculture. In that same year, U.S. imports were valued at $48.2 million, and U.S.
exports were estimated at $1.3 million (see table A).

The Omnibus Trade and Competitiveness Act of 1988 requires that the Commission
investigate and report on (1) the significant factors that are currently affecting the
competitiveness of the U.S. rose-growing industry, (2) the effect of the European
Community’s tariff structure for fresh cut roses on world trade in roses, and (3) those
foreign trade barriers and unfair trade practices that affect the ability of U.S. growers to
compete in the world market for roses.

The principal aspects of each of these areas are highlighted below:

1. Current competitiveness of the U.S. industry in the U.S. market.

® The U.S. industry is growing; however, it is accounting for a smaller share of a
growing U.S. market.

Domestic production of fresh cut roses increased from 476.5 million stems in 1985 to
an estimated 521.9 million stems in 1988. Domestic production of sweetheart roses
appears to have remained relatively stable over the period, whereas production of hybrid
tea roses appears to have accounted for most of the growth. There appears to be no
significant concentration of growers producing roses, although California does account
for the largest number of growers and production.

The number of commercial growers of fresh cut roses has increased during the period
1985-87. The number of growers of hybrid tea roses increased from 243 to 251 growers
in 1987, while the number of growers of sweetheart roses increased from 166 to 169
growers in 1987. The amount of square footage devoted to rose production increased by
13 percent from 1985 to 1987. Hours worked in rose production and wages paid to
production and related workers rose by 6.6 percent and 18.7 percent, respectively, from
1985 to 1988.

However, the U.S. fresh cut rose industry has steadily lost market share to imported
roses over the last decade. In 1985, imported roses accounted for 26.5 percent of U.S.
apparent consumption of roses. By 1988, imports had increased their share by over 40
percent, accounting for 37.9 percent of apparent consumption.

® The financial performance of the U.S. industry has declined slightly since 1985.

Although total sales of fresh cut roses increased by 10 percent during 1985-88, total
growing and operating expenses increased at a faster rate (11 percent). The major
expense items in growing roses are labor; plants, fertilizers, and chemicals; and fuel and
other utilities. The ratio of net income before income taxes to total sales rose from 4.6
percent in 1985 to a high of 5.6 percent in 1986, before declining to a low of 3.5 percent
in 1988. Similarly, the ratio of net income before income taxes and officers’ or partners’
salaries to total sales declined to 9.5 percent in 1988, after rising from 9.8 percent in
1985 to a peak of 11.4 percent in 1987.

The number of firms reporting losses increased from 31 in 1985 and 1986 to 36 in
1988. Those firms reporting losses represented almost 38 percent of the growers that
supplied usable financial data on their rose growing operations.

® The comparative strengths of the U.S. industry in the U.S. market include the
Jollowing characteristics: producing a quality product, delivery in a timely
manner, and proximity to the market.

Domestic roses enjoy certain qualitative advantages over most imported varieties.
Domestic roses take up water better than the imported Visa variety and are less prone to
bend or break at the neck. The domestic rose also has an advantage over certain South
American varieties in that the flower head opens more widely, whereas the Visa rose
generally remains closed. Some South American growers, however, are planting new
varieties that may improve the quality of their export product.

vii
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Table A
Profile of U.S. fresh cut rose industry, 1985-88

Absolute  Percentage
change, change,

1988 1988
Item 1985 1986 1987 1988 from 1985 from 1985
Production:
Sweetheart (1,000 stems) .......... 106,237 107,475 108,065 (") 24,828 25
Hybrid tea (1,000 stems) ........... 370,313 354,702 406,796 1 236,483 210
Total (1,000 stems) .............. 476,550 462,177 3514,861  4521,900 45,250 9
Value of production:
Sweetheart ($1,000) ............... 25,978 26,166 26,028 (" 250 20
Hybrid tea ($1,000) ................ 125,343 125,038 141,164 (") 215,821 213
Total ($1,000) ................... 151,321 151,204 3167,192  4170,661 19,340 12
Area in production:
Sweetheart (1,000 square feet) ...... 5,633 5,413 5,521 M 2(12) (2,%)
Hybrid tea (1,000 square feet) ....... 25,854 27,237 32,650 (") 25,533 221
Total (1,000 square feet) ......... 31,387 32,650 335,552 (") 24,165 213
ExportsS:
All roses ($1,000) .................. 1,546 1,580 1,348 (") 2(198) 2(13)
Imports:
Sweetheart ($1,000) ............... 438 599 334 243 (195) (45)
Hybrid tea($1,000) ................. 41,942 45,832 47,835 62,513 20,571 49
Total($1,000) .........ccvvvinvnnnn 42,375 46,431 48,168 62,755 20,380 48
Trade balance:
All roses ($1,000) .................. (40,829) (44,851) (46,820) M 2(5,991) 2(15)
Apparent consumption:
All roses (1,000 stems) ............. 637,203 666,158 3775,782 829,796 192,593 30

Ratio of imports to apparent
consumption:?
Allroses {percent) ................. 26 32 34 38 () (®)

' Not available.

2 Absolute or percentage change, 1987 from 1985.

3 Data reported for 1987 are not comparable to those reported in earlier years due to an expansion in the data base
in 1987.

4 Estimated by the staff of the U.S. International Trade Commission.

% Less than 0.5 percent.

¢ U.S. exports of fresh cut roses are not separately reported. Figures reflect Canadian imports of roses from the
United States.

7 In terms of quantity.

e Not applicable.

Note.—Due to rounding, figures may not add to the totals shown.

Domestic growers are better able to regulate the timing of their production to meet
peak demand periods by the way they pinch the rose plants as well as regulate the
temperature and the overall environment in the greenhouse. In comparison, some
foreign growers, such as those in Colombia and several other Latin American countries,
do not have the ability to control the greenhouse environment.

Eastern U.S. growers, and to a lesser extent growers in California and Colorado, are
able to supply a majority of their customers’ needs within 24 hours. This comparative
advantage has allowed U.S. growers to deliver and command a premium for the
freshness of their roses, with prices averaging 8 to 15 percent higher than those of
imports. California growers and, to a lesser extent, Colorado growers are generally not
able to compete on the basis of freshness in markets outside of their local area; instead,
they must compete with foreign growers primarily on the basis of price.

® The comparative strengths of the Colombian industry, the principal foreign
competitor, include the following factors: the availability of abundant labor, a
growing season that is ideal for production throughout the year, a pricing system
that is advantageous to U.S. importers, and an efficient distribution system.

Labor is a major cost item in the production of roses. Colombia has an abundance of
low cost labor compared with the United States. Labor costs for rose production in
Colombia are reported to average about $5.00 to $6.00 per day compared with U.S.
labor costs of $6.32 per hour in 1988, as reported in questionnaire responses by U.S.
rose growers.

. viii
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Colombia is situated in an ideal climate for the production of roses, and in particular,
the Visa variety. Colombia has many clear, sunny days, with temperatures that are
normally in the low 70’s. Although these conditions are conducive to the efficient
production of the Visa rose variety, the Visa variety requires a longer cycling time (the
time required after a bloom has been cut from a stem and a new bloom has reached
marketing size) than hybrid tea varieties produced in the United States. However, the
Visa variety has a shorter cycling time in Colombia compared with most other hybrid tea
varieties in Colombia because of its ability to produce at the cooler Colombian
temperatures.

Most fresh cut rose imports from Colombia and other Latin American countries are
sold on consignment in the United States. The roses, in other words, enter the U.S.
market without an established price. The U.S. importer returns to the Latin American
grower any money generated by the sale, less fees, duties, and commissions. The U.S.
importer, therefore, assumes very little risk in the transaction. This type of system can
result in the selling of such roses at prices below that which would be charged if the
importer assumed ownership of the product.

Since the late 1970’s, a very efficient transportation network has evolved for the
movement of fresh cut roses and other cut flowers from the growing areas in Colombia to
the major U.S. cut flower markets. Almost all imported fresh cut roses from Latin
America enter through Miami, FL. Miami has developed handling facilities that allow
for the efficient unloading, inspection, and forwarding of fresh cut roses, resulting in
minimal delays. Once roses arrive in Miami, they can be easily distributed to major
markets in the eastern United States, within 1 to 2 days by truck or the same day by air
transport.

2. The effect of the European Community’s tariff structure for fresh cut roses on
world trade in roses.

® World trade in fresh cut roses is significantly affected by the European
Community’s tariff structure for fresh cut roses.

The European Community has in effect seasonal rates of duty on imports of fresh cut
roses. The rate for the summer growing period (June 1-Oct. 31) is 24 percent ad
valorem. The rate for the winter growing period (Nov. 1-May 31) is 17 percent ad
valorem. The EC dual rate structure is designed to protect EC growers during the peak
growing season when domestic supply is higher and demand is lower.

Imports of fresh cut roses into the European Community from nonmember sources
during the 5-month summer growing season amounted to about 10 percent of total
imports during the entire year of 1987 (the latest year for which monthly data are
available). U.S. imports of fresh cut roses during the same 5-month period in 1987
amounted to about 35 percent of total U.S. imports for the entire year. An analysis of
monthly EC imports of fresh cut roses during 1983-87 indicates a dramatic decrease in
imports during the summer growing period compared with imports during the winter
growing period. These import patterns, though not taking into account all factors
affecting EC trade, indicate that the 7-percentage point difference in duty rates between
the two periods has an impact on EC imports of fresh cut roses.

In addition to being relatively high in comparison with U.S. import duties on fresh cut
roses, the European Community’s import duties are levied on a c.i.f., or landed, value
basis. Roses are generally shipped by air freight, thus increasing the landed value and
the incidence of the duty.

An econometric analysis of the effect of the EC’s tariff rate structure on world trade
in fresh cut roses indicates that the EC’s higher tariff during the summer growing season
has significantly impeded the inflow of roses from non-EC member countries. EC
imports during July, August, and September—the heart of the summer growing
season—averaged about 2.5 million stems per month; however, the econometric model
developed in this investigation shows that monthly EC imports would rise 128 percent, or
by an additional 3.2 million stems per month during the summer growing season if the
tariff rate for the summer growing season were lowered to the rate applicable for the
remainder of the year (i.e., from 24 percent ad valorem to 17 percent ad valorem).
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Several industry sources also gave testimony as to the effects of the EC tariff on world
trade of roses. In addition, they cited several other factors which they believe can have a
substantial impact on EC imports of fresh cut roses, including exchange rates, pricing
practices, air freight rates, and product differences.

3. The extent to which unfair trade practices and foreign barriers to trade impede
the marketing abroad of U.S. produced roses.

® U.S. industry representatives have alleged that some foreign governments provide
subsidies to producers of fresh cut roses and other flowers that impede the
ability of U.S. producers to export their flowers to foreign markets.

In the past, representatives of the U.S. flower- and rose-growing industries have
alleged that some foreign producers are using government-subsidized programs to market
their products abroad. Such programs include reduced loan rates, tax rebates, energy
conservation inducements, and research grants. The U.S. Department of Commerce has
determined that some of these programs constitute countervailable subsidies within the
meaning of section 701 of the Trade Act of 1930, as amended; however, most of these
programs have not been determined to involve fresh cut roses. Whereas these programs
can be offset by U.S. countervailing duties on imports into the United States, other
governments may Or may not assess countervailing duties against these programs.
Therefore, U.S. producers that are interested in exporting their roses may face
competition from foreign producers that are benefiting from government-sponsored
programs; these programs could impede the trade of U.S.-produced roses in foreign
markets.

® There are few nontariff barriers and other trade practices that appear to affect
the trade of fresh cut roses.

Examples of nontariff barriers and trade practices which affect trade in fresh cut
roses are the phytosanitary regulations in Japan and the c.i.f. assessment practices in the
EC and most other developed countries. These are not programs designed to promote
the competitive position of one country’s fresh cut rose industry over another; rather,
they serve to protect the domestic industry from import competition, though this may not
be the explicit purpose.



Chapter 1
Introduction

General

The major objectives of this investigation are
to (1) identify those competitive factors
significantly affecting the U.S. rose-growing
industry, and to assess the effects of such factors
on the industry; (2) analyze the effect that the
European Community’s (EC) tariff structure for
fresh cut roses has on world trade in roses; and
(3) report on foreign trade practices and barriers
that affect the ability of U.S. growers to compete
in the world market for roses. This investigation
was instituted on October 21, 1988, as required
under section 4509' of the Omnibus Trade and
Competitiveness Act of 1988 (Public Law
100-418, 102 Stat. 1107) (the act). The
investigation covers the growing, shipping, and
marketing sectors of the U.S. industry.

Product coverage

This study covers only fresh cut roses. Roses
are members of the Rosaceae family; at least 100
species and thousands of varieties are known to
exist. The three most commercially important
types of these relatively expensive flowers are the
sweethearts or miniatures, intermediates, and the
hybrid teas. Sweetheart roses usually have a bud
length of 1/2 to 1 inch and a stem length of 8 to
15 inches. Intermediates have a bud length of
1 to 1-1/2 inches and a stem length of 9 to 24
inches. Hybrid tea roses have a bud length 1-1/4
to 2 inches and a stem length of 12 to 30 inches.
Roses may be white, pink, red, yellow, orange,
lavender, or intermediate shades or tints. Cut
roses are used in wreaths and bouquets for
ceremonial occasions and for general decorative
purposes. As fresh cut flowers, roses may last 3 to
7 days in the home, depending on the variety and
environmental factors such as temperature and
care, without the use of a floral preservative. The
vase life of a rose can be doubled when floral
preservatives are used.

Study time frame

In most instances, the period covered by this
study extends from January 1985 through
December 1988. The period represents a time
during which the domestic rose-growing industry
has experienced a decline in market share and
profitability, with an accompanying rise in
domestic production and imports.

1 A copy of sec. 4509 of the act is reproduced in app.
A.

Data sources

The investigation of fresh cut roses and their
markets was carried out through the combined
analysis of information from published sources
and staff interviews with company representatives,
Government agency officials, and academic
researchers. Data obtained from Commission
questionnaires on growing, shipping, and import-
ing operations for fresh cut roses were also used.
The Commission also held a public hearing in
conjunction with the investigation in which
interested parties were given an opportunity to
present information. -

The concept of competitiveness

In this study competitiveness means the
success and strength of the national or regional
industry, relative to its rivals. In general, an
industry is more competitive the more it is willing
to supply to the market under existing demand
conditions, holding unchanged the willingness of
its competitors to supply the market. For
instance, if an industry consists of many price-
taking firms producing undifferentiated products,
an industry’s competitiveness is greater the more
it is willing to supply at the prevailing price, other
factors remaining the same.

The competitiveness of an industry is
determined by any factors that affect industry
production under given demand conditions.
Factors that increase U.S. production or decrease
foreign production make the U.S. industry more
competitive. Decreases in domestic marginal
production costs relative to those of competitors,
at current production levels, result in greater U.S.
competitiveness. Relative domestic cost decreases
may, in turn, result from depreciation of the
dollar, government policies that effectively sub-
sidize U.S. industries or tax foreign industries, or
decreases in demand for products that could be
produced with the same resources that are used in
the industry in question.2 Both levels of and
changes in market share might indicate com-
petitiveness. Similarly, extraordinary profitability
indicates competitiveness since it suggests incen-
tives for growth that will lead to expanding market
share.

Prior Investigation History

The Commission has conducted several
investigations with respect to fresh cut roses
specifically and also with respect to fresh cut
flowers in general. On the basis of a petition filed
on behalf of the Grower Division of the Society
of American Florists and Ornamental Horti-
culturists, the Commission instituted, effective

2 For a more complete listing of the causes of domestic
cost decreases, see A. Michael Spence and Heather A.
Hazard, International Competitiveness, Ballinger
Publishing Co.: Cambridge, Mass., 1988, pp. |_j
xxii-xxiii.
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February 12, 1977, investigation No. TA-201-22
under section 201 of the Trade Act of 1974 to
determine whether fresh cut flowers (including
roses), were being imported into the United
States in such increased quantities as to be a
substantial cause of serious injury, or the threat
thereof, to a domestic industry. In August 1977,
the Commission made a negative determination in
that investigation.! That investigation was
followed by investigation No. TA-201-42,
relating only to fresh cut roses, which was
instituted effective November 29, 1979, as a
result of a petition filed on behalf of Roses, Inc.
In April 1980, the Commission unanimously
determined that fresh cut roses were not being
imported into the United States in such increased
quantities as to be a substantial cause of serious
injury, or the threat thereof, to the domestic
industry producing the like or directly competitive
articles.?

On January 3, 1980, a petition was filed on
behalf of Roses, Inc., alleging that imports of
fresh cut roses from the Netherlands were being
subsidized by the Government of that country.
Effective January 11, 1980, the Commission
instituted investigation No. 701-TA-21 (Pre-
liminary) to determine whether there was a
reasonable indication that an industry in the
United States was materially injured or threat-
ened with material injury, or whether the
establishment of an industry in the United States
was materially retarded, by reason of the allegedly
subsidized imports of fresh cut roses from the
Netherlands. In February 1980, the Commission
unanimously determined, on the basis of the
record developed in the investigation, that there
was no reasonable indication of material injury or
threat of material injury to a domestic industry by
reason of the allegedly subsidized imports of fresh
cut roses from the Netherlands.?

Effective June 8, 1981, the Commission
instituted an antidumping investigation (No.
731-TA-43 (Preliminary)) with respect to fresh
cut roses from Colombia. However, the Com-
mission’s investigation was terminated when the
U.S. Department of Commerce (Commerce), the
administering authority, dismissed the petition on
June 25, 1981.

' Fresh Cut Flowers, Report to the President on
Investigation No. TA-201-22 Under Section 201 of the
Tga%ie Act of 1974, USITC Publication 827, August
1977.

2 Fresh Cut Roses, Determination of the Commission in
Investigation No. TA-201-42, Together with the
Information Obtained in the Investigation, USITC
Publication 1059, April 1980.

3 Fresh Cut Roses from the Netherlands: Determination
of No Reasonable Indication of Material Injury or
Threat Thereof in Investigation No. 701-TA-21
(Preliminary), . . . USITC Publication 1041, February
1980.
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On March 14, 1984, the Commission
instituted investigation No. 731-TA-148 (Pre-
liminary) to determine whether imports of fresh
cut roses were causing material injury, or
threatening such injury, to the U.S. industry. In
September 1984, the Commission issued a
negative determination that the U.S. industry was
not materially injured or threatened with such
injury, by reason of imports of fresh cut roses that
Commerce had found were being, or were likely
to be sold in the United States at less than fair
value.4

Commerce has also conducted several of its
own investigations with respect to fresh cut roses
and other fresh cut flowers. The following is a
description of those cases which involved
countervailing duty allegations against imports of
fresh cut roses from specified countries.

In response to a petition filed by a group of
independent producers of roses and other
flowers, Commerce, on August 26, 1982,
initiated a countervailing duty investigation into
imports of fresh cut roses and other fresh cut
flowers from Colombia. On January 18, 1983,
Commerce entered into a suspension agreement
with 93 Colombian producers and exporters of
roses and other cut flowers, whereby such
producers and exporters renounced all benefits
deemed countervailable by Commerce in a
preliminary countervailing duty investigation,
which was published in the Federal Register on
November S, 1982 (47 F.R. 50314).5

Commerce also published in the Federal
Register on January 6, 1984 (49 F.R. 924), the
final results of its administrative review with
respect to fresh cut roses from Israel.6 The
review covered the period October 1, 1980,
through September 30, 1981, and resulted in a
determination of net subsidies amounting to
27.94 percent. Commerce recently conducted
another administrative review with respect to
fresh cut roses from Israel. In its preliminary
determination, which was published in the
Federal Register on March 13, 1989 (47 F.R.
10395), Commerce found that the amount of the
net subsidies was 10.59 percent ad valorem for
the period October 1, 1985, through September
30, 1986.

On April 16, 1984, Commerce published in
the Federal Register (49 F.R. 15007) the results
of its final negative countervailing duty
determination with respect to fresh cut roses and

¢ Fresh Cut Roses from Colombia: Determination of the
Commission in Investigation No. 731-TA-148 (Final),
Together with the Information Obtained in the
Investigation, USITC Publication 1575, September 1984.
8 For the purpose of countervailing duty investigations,
Colombia is not a “country under the Agreement”;
therefore the Commission did not conduct an injury
investigation. See 19 U.S.C. 1671 (b).

8 Commerce’s affirmative final determination was
published in the Federal Register of Sept. 4, 1980 (45
F.R. 58516). 1-2



other fresh cut flowers from Mexico.! Commerce
determined that no benefits constituting bounties
or grants within the meaning of the countervailing
duty law were being provided to Mexican
producers or exporters of fresh cut flowers.

In 1985, following a request by Roses, Inc.,
the United States Trade Representative
determined not to institute an investigation, under
section 301 of the Trade Act of 1974, into
imports of roses from Colombia, Costa Rica, the
Dominican Republic, The European Community,
Guatemala, Israel, and Mexico.2

' Mexico is not a “country under the Agreement”;
therefore the Commission did not conduct an injury
investigation (19 U.S.C. 167 (b)).

2 50 F.R. 40250.
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Chapter 2

U.S. Market Supply
and Demand

Introduction

Domestic production and imports of fresh cut
roses have risen in recent years as a result of
growth in consumer demand. The United States
has been a net importer of roses since the late
1970s. The U.S. trade deficit for roses has in-
creased steadily since then as the demand for
U.S. rose exports has remained flat or declined
owing to increased export competition, primarily
from Colombia, while the demand for imported
roses has increased dramatically. Canada is be-
lieved to be the only significant export market for
U.S. rose growers.

Important shifts have occurred in the U.S.
and world trade of fresh cut roses, including
changes in traditional trading partners and their
individual competitiveness since the early 1970s.
Prior to the 1970s, most U.S. and international
trade in fresh cut roses consisted almost entirely
of border trade. However, the development of re-
liable transoceanic airline schedules, jet aircraft,
and the building of sophisticated receiving and
shipping facilities in many countries has allowed
for the development of a world market for roses.

The last decade has also seen world trade of
fresh cut roses expand dramatically. During
1981-85, imports of fresh cut roses by the major
world importers (West Germany, the United
States, Switzerland, the United Kingdom, France,
the Netherlands, and Canada) increased to
$178.6 million, or by nearly 30 percent. By 1987,
such trade totaled $300 million.

Domestic Supply

The domestic supply of fresh cut roses has in-
creased gradually over the last decade, ranging
from 450 million to 522 million stems. During
1985-88, the domestic supply of fresh cut roses
increased irregularly from 476.5 million stems to

Table 2-1

521.9 million stems (table 2-1). Chapter 3 of the
report will discuss the U.S. industry in greater de-
tail.

U.S. Imports

Imports of fresh cut roses by the United States
have increased steadily over the last two decades,
from less than 1 million stems in 1970 to 39 mil-
lion stems in 1980 and to a record 314 million
stems in 1988 (table 2-2). In terms of volume,
Colombia is by far the largest U.S.supplier of
fresh cut roses, accounting for 76 percent of U.S.
imports in 1988. Mexico accounted for 8 percent
of U.S. imports in 1988, Guatemala 5 percent,
Ecuador 4 percent, and the Netherlands 1 per-
cent.

During 1984-88, U.S. imports of sweetheart
roses declined irregularly from a peak of 2.7 mil-
lion stems, valued at $530,000, in 1984 to a low
of 690,000 stems, valued at $243,000, in 1988
(table 2-3). Canada was the principal U.S. sup-
plier in 1988. Imports of hybrid tea roses
increased steadily throughout the period from a
low of 156.1 million stems, valued at $37.3 mil-
lion, to 313.2 million stems, valued at $62.5
million (table 2-4).

U.S. Customs Treatment

Fresh cut roses are classified for tariff pur-
poses under item 0603.10.60 of the Harmonized
Tariff Schedule of the United States (HTS). Prior
to January 1, 1989, fresh cut roses were classified
under item 192.18 of the Tariff Schedules of the
United States. The rates of duty currently appli-
cable to imports of fresh cut roses are 8 percent
ad valorem under column 1 and 40 percent ad
valorem under column 2.' The column 1 duty

' The rates of duty in col. 1 are most-favored-nation
(MFN) rates and are applicable to imported products
from all countries except those Communist countries and
areas enumerated in general headnote 3(B) of the HTS.
In 1988, there were no imports from nonmarket economy
countries subject to the col. 2 rates of duty. However,
MFN rates would not apply to products of developed or
developing countries if preferential tariff treatment is .
granted under the special rate of duty column.

Fresh cut roses: U.S. production, exports of domestic merchandise, imports for consumption, and ap-

parent consumption, 1985-88

Apparent Ratio of imports to—
Produc- con- U.S. pro- Apparent
Period tion! Exports? Imports sumption duction consumption
Million stems Percent
1985 ... ..., 476.5 8 168.7 ; 637.2 35.4 26.5
1986 ... .. i 462.2 8 212.9,/&2 666.2 45.9 31.2
1987 ... 514.9 6 2679 776.8 52.0 34.5
10882 ... ... . i, 5621.9 6 313.9 829.8 60.1 37.8

' The staff of the U.S. International Trade Commission estimates that data reported in Floriculture Crops account
for approximately 95 percent of U.S. production of fresh cut roses.
2 Estimated by the staff of the U.S. International Trade Commission.

Source: U.S. production in 1985-87 compiled from Floriculture Crops of the U.S. Department of Agriculture; im-
ports, compiled from official statistics of the U.S. Department of Commerce.
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Table 2-2

Roses: U.S. imports for consumption, by principal sources, 1984-88

Source 1984 1985 1986 1987 1988
) Quantity (1,000 stems)

Colombia .................. 121,522 133,252 168,660 206,990 240,693
Mexico ...............cunn 7,113 7,889 13,449 18,716 26,419
Netherlands ................ 9,341 6,258 5,755 5,110 5,787
Ecuador ................... 1,095 378 3,985 10,033 14,437
Guatemala ................. 6,251 7,130 9,224 13,393 16,953
Canada ...........co00uu.s 1,284 803 906 1,103 783
CostaRica................. 796 2,354 1,965 2,400 2,261
Dominican Republic ......... 2,920 1,802 1,959 3,466 2,570
France ..........ccoviinnnn 0 0 0 0 234
Israel ..................... 5,612 6,531 3,549 1,543 811
Allother ................... 2,965 2,255 2,529 4,167 2,947

Total .................. 158,800 168,653 211,981 266,921 313,896

Value (1,000 dollars)

Colombia .................. 30,576 35,383 37,619 37,344 49,211
Mexico .........coivnvnnnn. 1,525 1,843 2,619 2,940 5,011
Netherlands ................ 2,318 1,782 1,974 1,950 2,115
Ecuador ................... 141 75 597 1,409 2,095
Guatemala ................. 920 807 1,214 1,778 2,074
Canada .............co.... 636 331 416 573 544
CostaRica................. 109 362 500 548 477
Dominican Republic ......... 275 205 288 387 461
France .................... - - - - 186
Israel ..................... 802 1,104 567 312 115
Allother ................... 507 485 638 927 467

Total .............cou... 37,810 42,375 46,431 48,168 62,755

Unit value (per unit)

Colombia .................. $0.25 $0.27 $0.22 $0.18 $0.20
Mexico .................... 0.21 0.23 0.19 0.16 0.19
Netherlands ................ 0.25 0.28 0.34 0.38 0.37
Ecuador ................... 0.13 0.20 0.15 0.14 0.15
Guatemala . . 0.15 0.11 0.13 0.13 0.12
Canada ........... . 0.50 0.41 0.46 0.52 0.69
CostaRica........... . 0.14 0.15 0.25 0.23 0.21
Dominican Republic ... Ce 0.09 0.11 0.15 0.11 0.18
France ............ ce - - - - 0.79
Israel ...........cccciivnn 0.15 0.17 0.16 0.20 0.14
Allother ................... 0.17 0.21 0.25 0.22 0.16

Average ............... 0.24 0.25 0.22 0.18 0.20
Source: Complied from official statistics of the U.S. Department of Commerce.
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Table 2-3

Sweetheart roses: U.S. imports for consumption, by principal sources, 1984-88

Source 1964 1985 1986 1987 1988
Quantity (1,000 stems)

Canada .............00u0n. 537 123 206 247 252
Netherlands ................ 310 166 282 72 140
Colombia ..........covvvune 1,464 516 574 496 246
Ecuador .........c.o0vvvens 19 0 0 13 45
Brazil ........coiiiiiiinn 0 0 0 0 7
CostaRica................. 115 347 967 306 0
Israel .........ciiivinvninn 224 970 405 33 0
MexiCo .....covvvvinvnenenn 0 88 0 18 0
Cocoslislands .............. 0 0 0 33 0
Jamaica .............. . 00 0 0 0 2 0
Allother ..........covvuvnnn 0 100 36 0 -0

Total .....ovvvvvinnnnnn 2,670 2,311 2,469 1,219 690

Value (1,000 dollars)

Canada ........ccovvnenens 213 65 132 165 156
Netherlands ................ 65 42 165 26 40
Colombia .............00tns 214 102 93 80 40
Ecuador ..............c.n. 5 - - 2 6
Brazil ............ ..o, - - - - 1
CostaRlca................. 13 52 167 43 -
Israel ..........ciiviivnnen 21 141 39 7 -
Mexico ........civiivuvnnnn - 15 - ) -
Cocosislands ........... - - - - 4 -
Jamalca .............0000 - - - 1 -
Allother ................... - 17 5 - -

Total ......oovvvvnnnnnn 530 433 599 334 243

Unit value (per unit)

Canada ........coc0nenennn $0.40 $0.53 $0.64 $0.67 $0.62
Netherlands ................ 0.21 0.25 0.58 0.36 0.29
Colombla .................. 0.15 0.20 0.16 0.16 0.16
Ecuador ...........cc00unnn 0.24 - - 0.11 0.13
Brazil ...........c0ivuennnn - - - - 0.18
CostaRilca................. 0.1 0.15 0.17 0.14 -
Israel ........ccviiviiennnn 0.09 0.15 0.10 0.22 -
Mexico ..........oovvvvnnnn - 0.17 - 0.26 -
Cocosislands .............. - - - 0.13 -
Jamalca ................. - - - 0.88 -
Allother ................... - 0.17 0.13 - -

Average ............... 0.20 0.19 0.24 0.27 0.35
Source: Complied from officlal statistics of the U.S. Department of Commerce.
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Table 2-4

Hybrid tea roses: U.S. imports for consumption, by principal sources, 1984-88

Source 1984 1985 - 1986 1987 1988
' Quantity (1,000 stems)

Colombla .................. 120,058 132,736 168,086 206,494 240,447
MexiCo ....ovvvivevinnnsnnns 7,113 7,801 13,449 18,698 26,419
Ecuador ...........cc0vvuns 1,076 378 3,985 10,020 14,392
Netherlands ................ 9.031 6,092 5,473 5,038 5,647
Guatemala ................. 6,251 7,130 9,224 13,393 16,953
CostaRica................. 680 2,007 998 2,095 2,261
Dominican Republic ......... 2,920 1,802 1,959 3,466 2,570
Canada .........convvuunnn 748 681 701 856 632
France ..........cocvvvuunns 0 -0 0 0 234
Israel ..........ccoivvinnnnn 5,288 5,561 3,144 1,510 811
Allother ................... 2,965 2,155 2,492 4,133 2,940 -

Total ........ovvviiinnn 156,130 166,343 209,512 265,702 313,206

Value (1,000 dollars)

Colombia .................. 30,362 35,282 37,526 37,264 49,171
MexiCo .....vvvvvnvnennnnnn 1,525 1,828 2,619 2,935 5,011
Ecuador ................... 137 75 597 1,408 2,089
Netherlands ................ 2,253 1,740 1.809 1,924 2,075
Guatemala ................. 920 807 1,214 1,778 2,074
CostaRica................. 97 310 334 505 477
Dominican Republic ......... 275 205 288 387 461
Canada ..........c000vnunn 423 265 284 407 388
France .................... - - - - 186
Israel ...........cc00iininn 781 963 528 305 115
Allother ................... 507 468 - 633 921 465

Total ........covvvvunnn 37,280 41,942 45,832 47,835 62,513

Unit value (per unit)

Colombia .................. $0.25 $0.27 $$0.22 $0.18 $0.20
Mexico ...........ccovvunnn 0.21 0.23 0.19 0.16 0.19
Ecuador ................... 0.13 0.20 0.15 0.14 0.15
Netherlands ................ 0.25 0.29 0.33 0.38 0.37
Guatemala ................. 0.15 0.11 0.13 0.13 0.12
CostaRica................. 0.14 0.15 0.33 0.24 0.21
Dominican Republic ......... 0.09 0.11 0.15 0.11 0.18
Canada .............c00un. 0.57 0.39 0.41 0.48 0.73
France .............covvunn - - - - 0.79
Israel ..................... 0.15 0.17 0.17 0.20 0.14
Allother ................... 0.17 0.22 0.25 0.22 0.16

Total .................. 0.24 0.25 0.22 0.18 0.20
Source: Compiled from official statistics of the U.S. Department of Commerce.
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rate reflects a concession granted by the United
States in the Tokyo Round of the Multilateral
Trade Negotiations under the General Agreement
on Tariffs and Trade effective January 1, 1980.
Imported fresh cut roses are eligible for duty-free
treatment under the Caribbean Basin Economic
Recovery Act. Imported fresh cut roses are not
eligible for duty-free treatment under the Gener-
alized System of Preferences.

U.S. imports of fresh cut roses generally are
valued for customs (duty-assessment) purposes on
the basis of their transaction value—the price ac-
tually paid or payable for the articles when sold
for export to the United States in the country of
exportation (19 U.S.C. 1401a). It is difficult for
the U.S. Customs Service to compute the dutiable
customs value of fresh cut flowers based on their
value in the exporting country if the flowers are
imported from sources in Latin America; very lit-
tle of the commercial production is sold in the
domestic markets of the countries in that area. In
addition, some of the imports from that area en-
ter the United States on consignment for
subsequent sale. Consignment shipments and re-
lated-party entries are valued monthly by the
U.S. Customs Service for duty purposes. The rate
of duty on fresh cut rose imports was assessed for
such consignment and related-party entries on the
following fixed valuations, January 1 through De-
cember 31, 1988:

Long- Short-

stem stem

roses, roses,

20 under

inches 20

or inches Sweet-
more heart

in
1988 in length length roses

Cents per stem

January ....... 19 15 12
February ...... 18 16 12
March ......... 20 17 12
Aprit .......... 26 18 12
May ........... 22 18 12
June .......... 21 17 12
July ..., 21 17 12
August ........ 27 16 12
September ..... 27 16 12
October ....... 27 16 12
November ..... 24 15 14
December ..... 23 15 14

Transportation costs for imported fresh cut
roses usually account for a substantial portion of
the landed cost in the United States, since air
shipment is often required owing to the
perishability of the roses. In 1988, the c.i.f. value
of fresh cut rose imports from Colombia ranged
from 12 percent higher than the customs value
for sweetheart roses to 8 percent higher for other
roses.

All imported fresh cut roses are subject to
Federal quarantine inspection to prevent the

spread of injurious plant pests (7 CFR 319.74).
Inspections are made quickly and result in very
few detentions. Imported roses also require a per-
mit, but this permit is readily obtainable for roses
shown to be free of injurious plant pests. Quaran-
tine inspections are provided free of charge to
importers during normal working hours of the
Animal and Plant Health Inspection Service
(APHIS) of the U.S. Department of Agriculture.
At all other times, importers are charged a fee for
inspection services. The U.S. Customs Service
considers fresh cut roses to be a low risk-of-inter-
ception item with regard to plant pests or disease
owing to their relatively high unit value and their
inability to withstand fumigation treatment in the
event of pests.

U.S. Exports

U.S. exports of fresh cut roses are very small
in comparison with U.S. imports. Canada is, by
far, the largest single market for U.S.-produced
roses. The following tabulation shows both quan-
tity and value of U.S. rose exports to Canada
during 1984-87:1

Quantity Value
Year (1,000 stems) (1,000 dollars)
1984 .......... 8,006 1,915
1985 .......... 6,694 1,546
1986 .......... 6,813 1,580
1987 .......... 4,730 1,348

As the tabulation indicates, the United States
exported 4.7 million stems to Canada in 1987,
which is less than 1 percent of the 514.9 million
stems produced in the United States that year.
The United States also appears to be losing its
share of this important export market, as shown
by the 41 percent decline in the quantity of ex-
ports, from 8.0 million stems in 1984. In
addition, U.S. exports statistics to Canada may
include a small percentage of product from other
countries. Staff interviews with U.S. importers in
Miami, FL, revealed that when transshipping
fresh cut roses from South America to Canada,
U.S. importing firms often pay both U.S. and Ca-
nadian duties, rather than ship the roses in bond.

' The data in the tabulation were compiled from official
import statistics of the Canadian External Trade Divi-
sion. Canada assesses import duties on a c.i.f., or
landed, value basis; therefore, the Canadian value
assessment for fresh cut roses may be higher than the
corresponding value assessment would be in the United
States. Fresh cut roses are not especially provided for in
Schedule B of the Foreign Trade of the United States.
The following exchange rates were used to convert the
Canadian value data to U.S. dollars (International
Financiz;l8 Statistics 1988):

4 1.2951 CANS$/USS
1985 ...l 1.3655
1986 ...l 1.3895 2.5
1987 oo 1.3260
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Data regarding U.S. exports to other world
markets are not available; however, testimony
from industry experts suggests that such exports
are insignificant. Most evidence indicates that the
remainder of U.S. exports are shipped to the EC,
Mexico, and perhaps a few destinations in the
South Pacific. EC imports from the United States
reportedly reached their highest level of 4 metric
tons, or approximately 100,000 stems, in 1987.

U.S. Consumption

Consumption of fresh cut roses has grown rap-
idly in recent years. Increased availability of roses
through nontraditional outlets such as supermar-
kets has increased consumer awareness of roses.
Additionally, roses are being used more in infor-
mal arrangements and on occasions other than
traditional holidays. During 1985-88, apparent
U.S. consumption of fresh cut roses increased by
an average annual rate of 9.1 percent, from 637.2
million stems to 827.8 million stems (table 2-1).
Imports accounted for most of the growth in ap-
parent consumption during this period. The ratio
of imports to apparent consumption and to U.S.
production increased from 26.5 percent and
35.4 percent, respectively, in 1985 to 37.8 per-
cent and 60.1 percent, respectively, in 1988.

Available data suggest that the demand for
sweetheart roses has not shared in this growth.
Apparent consumption of sweetheart roses has
ranged between 109 million and 110 million
stems during 1985-87, as can be seen in the fol-
lowing tabulation (in millions of stems):

Apparent
Year Production Imports consumption
1985 ......... 106.5 2.3 108.8
1986 ......... 107.5 2.5 110.0
1987 ......... 108.1 1.2 109.3

Changing consumer preferences, as well as
changing requirements by retail florists, are the
most likely reasons for the lack of growth in the
consumption of sweetheart roses.

Data available on hybrid tea rose production
by those firms responding to the Commission’s
grower questionnaire show U.S. growers gradually
changing the mix of their production from the tra-
ditional red varieties to nonred varieties that are
more typical of varieties produced in Europe.
This change is a gradual process since most grow-
ers replace about 15 to 20 percent of their plants
annually.

Definition of the Market

For the purposes of defining the U.S. market
for fresh cut roses, the demand side of the mar-
ket is broken down into its major component
parts: final and intermediate consumers. The fi-
nal consumer, which encompasses both retail and
commercial consumers, is regarded as the final
demand for this product.

2-6

Final consumers and products

The final consumers in the U.S. market for
fresh cut roses fall into two major groups: retail
and commercial or business. Retail consumers are
primarily households purchasing fresh cut roses
and arrangements containing fresh cut roses from
retail florists and mass merchandisers (supermar-
kets). Commercial or business consumers (i.e.,
hotels, restaurants, and businesses) usually pur-
chase their fresh cut roses through wholesale
distributors or through retail florist shops.

Intermediate consumers and products

The demand for fresh cut roses to be used by
bouquet manufacturers represents one form of in-
termediate consumption. Although they do not
physically change the roses, these intermediate
consumers combine them with other cut flowers
and foliage to create bouquets for resale by
wholesalers, supermarkets, street vendors, and, in
some instances, retail florists to final consumers.
Retail florist shops, supermarkets, and street ven-
dors are also considered intermediate consumers
of nonarranged roses. Although they do not alter
the roses, they do provide services such as mar-
keting, distributing, and arranging that add value
to the final product purchased by the final con-
sumer.

Channels of Distribution

The channels of distribution used to market
domestically grown fresh cut roses are the same as
those used to market other types of fresh cut
flowers. Most fresh cut rose production moves
through the traditional market channels, from the
growers to the wholesalers to retail outlets, and
finally to the consumer (fig. 2-1). In recent
years, grower-shippers have gained an important
role in the distribution channel. Initially, grower-
shippers almost exclusively shipped only flowers
produced in their own growing facilities. Such en-
tities have now expanded their operations to
include the shipment of flowers produced by
other growers as well as imported product. In
many cases, grower-shippers have expanded
product lines to cover a full line of fresh cut flow-
ers to satisfy the needs of wholesalers, mass
merchandisers (supermarkets), and retail florists.

Wholesalers generally carry a full line of fresh
cut flowers along with various other plant materi-
als and supplies used by retailers. The wholesalers
receive the flowers in their warehouse and distrib-
ute them in the major markets. There are over
1,000 wholesalers in the United States. Some
wholesalers, known as wholesaler-shippers, have
also integrated their operations, establishing pur-
chasing centers in major growing areas in order to
obtain a product line tailored to the needs of flo-
ral mass merchandisers, retail florists, and
consumers. 2-6



Figure 2-1

U.S. channels of distribution for marketing domestically produced fresh cut roses in the United States

GROWER-

MASS-
SHIPPERS MARKET
OUTLETS
GROWERS CONSUMERS
RETAIL
WHOLE- FLORISTS
SALERS

Note.—Channels of distribution for imported fresh cut roses are generally similar to those of domestic growers and
grower-shippers. However, custom-house brokers and freight forwarders are generally added to the distribution
chain between the growers or grower-shippers and the first U.S. customer.

Source: U.S. International Trade Commission.

The retail florist shops and the mass-merchan-
dising outlets are generally the points at which
fresh cut roses are sold to the ultimate consumer,
although sales through street vendors have in-
creased in importance. The retail florist is
considered a full-service outlet and usually carries
a full line of fresh cut flowers. In addition, the
retail florist generally allows the consumers to
charge purchases and have the product delivered,
as well as providing other services, such as design-
ing flower arrangements. The mass merchandiser
generally operates on a cash-and-carry basis and
is considered a no-service outlet. However, many
mass merchandisers have established flower de-
signing areas in their outlets.

Importers of fresh cut roses normally enter
the distribution channel at the same level as the
domestic grower or grower-shipper. However,
some importers have expanded their operation to
include wholesaling functions in major U.S. mar-
kets.

Geographic Distribution
Domestic product distribution

Data gathered from questionnaire responses
on the distribution of domestically produced fresh
cut roses show that growers in the States west of
the Mississippi shipped approximately 40 percent
of their production to the States east of the Mis-
sissippi. California was the largest supplier
accounting for over 70 percent of such shipments.
The majority of the sales of growers in California
and Colorado were to wholesalers. Sales by grow-
ers in other States west of the Mississippi were
primarily to retail florists. Virtually all of the sales
by growers in States east of the Mississippi were to
wholesalers and retailers in that region. Ship-
ments to retail florists accounted for the majority
of the sales. Sales to mass merchandisers ac-
counted for just over 1 percent of total sales by all
growers. 2.7

2-7



Imported product distribution

Data on the distribution of imported fresh cut
roses are not available; nevertheless, data on im-
ports of fresh cut roses by U.S. customs districts
can provide a general indication of the concentra-
tion of U.S. imports. Customs district entry
points, however, are not the final destination for
most imports of fresh cut roses. In 1987 more
than 85 percent of U.S. imports of all fresh cut
roses entered through the Miami, FL, customs
district. According to industry sources, the fresh
cut roses are then shipped throughout the United
States, with the bulk of the shipments going to
wholesalers in the eastern U.S. market. Nearly all
of the imports are from South American and
Central American sources.

The New York City customs district is the next
largest entry point for fresh cut rose shipments,
accounting for over S percent of all entries in
1987. It is believed that almost all of the imports
arriving at the New York City customs district are
consumed within the greater New York City met-
ropolitan area. The vast majority of the imports
are from West European countries and the Medi-
terranean region. Imports from these countries
into the New York entry point are generally of the
hybrid tea rose varieties, imports into Miami and
other cities along the Southern and Southwestern
belt are also almost always of the hybrid tea varie-
ties. A few entry points along the northern border
occasionally receive imported fresh cut roses from
Canada, primarily sweetheart rose varieties, and
entry points in the Houston area receive the bulk
of their imports from Mexico.

Role of Governments

There are no specific U.S. Government pro-
grams designed to enhance the production,
shipping, or marketing of fresh cut roses. How-
ever, at the grower level, a number of activities
supported in part by public funds (Federal and
State) influence the competitiveness of U.S. rose
growers. Many of the new horticultural practices,
disease and insect control research, and post-har-
vest physiology work in the United States
regarding fresh cut roses have been conducted at
land-grant colleges and universities.

Though the U.S. Government limits its in-
volvement in the domestic rose-growing industry,
some governments do offer a wide range of pro-
grams to their growers to promote the production
and export of fresh cut roses. Many of these pro-
grams have a direct influence on the competi-
tiveness of these foreign rose-growing industries
vis-a-vis the U.S. industry. Specific aspects of
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governments’ roles that relate to fresh cut roses
are further discussed in chapter 7.

Role of Non-Government
Organizations

The U.S. rose industry conducts extensive re-
search on its own behalf. The Joseph H. Hill
Memorial Foundation, an affiliated research or-
ganization funded by members of Roses, Inc.,!
supports research projects at various universities
that will be beneficial to the rose industry. In the
1988-89 fiscal year, the Foundation funded
$71,000 worth of research. Roses, Inc., also has
an ongoing public relations program that is de-
signed to motivate greater consumer interest in
roses. Roses, Inc., spends about 50 percent of its
annual dues from growers on this program.

Florists’ Transworld Delivery Association
(FTD), a cooperative owned by 22,500 members
located throughout the United States, functions as
a clearinghouse for its members. FTD provides
research, marketing, and educational and promo-
tional services. FTD is a major advertiser and
promotor of fresh cut flowers and other floricul-
tural products. FTD members are also a major
intermediate consumer of fresh cut roses.

In 1988, Roses, Inc., FTD, Asocolflores, and
the Floral Importers of Florida joined together in
a marketing test to promote fresh cut rose sales in
the U.S. market. Results of that test marketing
indicated that an advertising budget of approxi-
mately $6 million, annually, would increase fresh
cut rose sales at the consumer level by 10 per-
cent. As of this time, they have not established a
nationwide marketing program.

The Flower Marketing Council of Holland
also promotes the consumption of cut flowers in
the European Community and other foreign mar-
kets including the United States. The main
activities of the Council are trade and consumer
advertising, exhibitions, and educational sales -
programs. In 1988, the Council’s budget was
$6.94 million.

The American Floral Marketing Council
(AFMC), the marketing arm of the Society of
American Florists (SAF)2, conducts research and
marketing promotions on fresh cut flowers includ-
ing fresh cut roses. In 1987, AFMC’s budget was
approximately $3 million. The budget is financed
through voluntary contributions of SAF members.

' Roses, Inc. is a trade association whose membership
consists of growers of fresh cut roses.

2 SAF is a trade association whose membership consists
of growers, wholesalers, retailers, and importers of fresh
cut flowers.
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Chapter 3

U.S. Industry

General

During 1950-88 there was a marked shift in
the composition of the fresh cut rose industry in
the United States, from many small local growers
near eastern and midwestern population centers
to large growers primarily in California and Colo-
rado. California, with its clear, sunny days, has
perhaps the best U.S. climate for producing fresh
cut roses. Colorado also has a great deal of sun-
shine—a requisite for growing good quality
roses—in spite of cold winter weather, with its at-
tendant fuel costs. Pennsylvania, Indiana, and
New York are also important rose-producing
States, owing in part to their proximity to eastern
and midwestern population centers.

Historically, the U.S. rose grower has pro-
duced for the domestic market and has been the
principal supplier to the domestic market, ship-
ping only limited quantities to the export market,
primarily Canada. However, U.S. growers are
now facing strong competition in the domestic
market from Colombia, and to a lesser extent
from Mexico and the Netherlands.

Structure

It is estimated that there are over 250 com-
mercial rose growers in the United States. Table
3-1 shows the number of commercial growers of
cut roses, by principal types, in major producing
States in recent years.! In 1987, there were 251
commercial growers of hybrid tea roses in the 28
major producing States, up 3 percent from the
number of growers in 1985. The number of com-
mercial growers of sweetheart roses in the 28
major producing States increased by 2 percent,
from 166 growers in 1985 to 169 growers in

' The major producing States are Alabama, Arkansas,
California, Colorado, Connecticut, Florida, Georgia,
Hawaii, Illinois, Indiana, Iowa, Maryland, Massachu-
setts, Michigan, Minnesota, Missouri, New Jersey, New
York, North Carolina, Ohio, Oregon, Pennsylvania,
Tennessee, Virginia, Washington, and Wisconsin.

Table 3-1

1987.2 However, the increased number of grow-
ers of hybrid tea roses in California and Colorado
accounted for almost all of the increase during
the period. The number of commercial growers in
all other States declined as a group for both hy-
brid tea and sweetheart roses. U.S. commercial
rose growers vary in size in terms of the number
of rose plants in production, from firms with less
than 1,000 rose plants to one firm with nearly 1.5
million plants.

Responses to the Commission’s grower ques-
tionnaire indicated that in 1988 all but 1 of the
120 responding firms produced hybrid tea and in-
termediate roses. Of the 119 growers that
produced hybrid tea and intermediate roses, 93
also produced sweetheart roses.

Industry concentration

There appears to be no significant industry
concentration of establishments growing fresh cut
roses, as illustrated in table 3-1; however, there is
geographic concentration of growers producing
roses. Although some of larger growers market
their production through a single shipper, there is
no single shipper or grower that is known to ac-
count for a large enough share of total U.S.
production to hold a dominant market position.

Integration and diversification

Vertical integration has increased over the last
decade primarily with regard to the growing and
shipping of roses. Some growers have also joined
together cooperatively to sell their fresh cut flow-
ers, including roses, through wholesale outlets. In
some instances, domestic growers have their own
retail outlets in which they market their fresh cut
rose production.

Most rose growers are not diversified to any
significant degree. Although some rose growers
will produce other floricultural crops in the same
greenhouses as fresh roses, horticultural practices
usually limit the degree to which this can be done.
In many instances, a grower will use another facil-
ity to produce other floriculture crops. In general,
the importance of fresh cut rose production rela-
tive to other horticultural products varies
significantly by firm.

2 The staff of the U.S. International Trade Commission
estimates that the major producing States account for at
least 95 percent of U.S. commercial rose production.

Fresh cut roses: Number of U.S. commercial growers of hybrid tea and sweetheart roses in leading

producing States, 1985-87

Hybrid tea roses

Sweetheart (miniature) roses

California

and Other California Other
Year Colorado States Total and Colorado States Total
1985 .. e 98 145 243 74 92 166
1986 .. it e e 99 129 228 76 91 167
1987 i e e 120 131 251 81 88 169

Source: Compiled from official statistics of the U.S. Department of Agriculture.
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Organization of Production

Most commercial growers raise both hybrid
tea and sweetheart roses. An average-sized U.S.
hybrid tea rose-growing operation,'! as reported
by the U.S. Department of Agriculture (USDA),
would have about 78,000 hybrid tea rose plants in
production, requiring about 120,000 square feet
of greenhouse space. The grower would sell about
1.6 million rose blooms annually from these
plants and would have annual sales of hybrid tea
roses of about $560,000. Similarly, an average
U.S. grower of sweetheart roses? would have
about 22,000 sweetheart rose plants in produc-
tion, requiring about 33,000 square feet of
greenhouse space. Annual production from this
area would be about 640,000 blooms, valued at
$104,000.

Data for the 120 firms responding to the
Commission’s grower questionnaire for 1988
show these firms being somewhat larger than
those cited above. The average hybrid tea rose
grower had about 111,000 plants in production,
requiring about 180,500 square feet of green-
house space. The average grower sold about 2.5
million blooms, valued at $825,500, in 1988.
Similarly, a grower of sweetheart and spray roses
had about 20,300 plants in production, requiring
34,200 square feet of greenhouse space. The
grower sold about 865,600 blooms, valued at
$167,500, from that area in 1988.

Production Process

Nearly all roses grown commercially in the
United States for fresh cut rose production are
produced in greenhouses, because rose plants are
more exacting in their light, temperature, and
moisture requirements than are most other flow-
ers. Field grown roses lack the quality and
durability needed by most wholesalers and retail
florists and are usually intended for local con-
sumption.

Greenhouses may be of a rigid type (con-
structed of glass or rigid fiberglass) or they may be
of a film type (constructed from plastic or poly-
ethylene). Both types of structures have certain
advantages and disadvantages. For instance,
rigid-type structures have very high initial con-
struction costs but have lower maintenance costs
compared with those of the film-type structure.
Both types of structures are common throughout
the United States, and each is usually tailored to
the individual grower’s needs. Rose greenhouses
in the United States require some type of supple-
mental heating for year-round rose production.
Where possible, growers usually use natural-gas-
fired boilers rather than oil-fired boilers or other
types of heating systems, owing in major part to

' The data cover 251 hybrid tea rose growers in 1987.
2 The data cover 169 sweetheart rose growers in 1987.
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the cost advantages of natural gas. Because fuel
costs are usually the largest cost item in the con-
tinuing process of rose production, growers are
turning to alternative energy sources for their
heating needs (e.g., geothermal, wood, sawdust,
coal, and waste heat from power plants).

The production of roses is a long-term invest-
ment. A typical rose plant will be in production
for 4 to 8 years and will produce between 80 and
200 blooms during that time, depending on the
rose variety. The sweetheart varieties are usually
more prolific than the average rose plant, and. -
some of the hybrid tea varieties are far less fruit-
ful. A grower must also contract in advance for
new rose plants that will be used either to replace
existing plants or to add new ones. This leadtime
is usually between 9 months and 1 year, but for
some varieties, the leadtime may be nearly 2
years. Also, once the plants are placed in the
greenhouse, it is about 120 days before the first
rose bloom can be cut. It may take the plant a
year to reach its peak production level. In addi-
tion, rose plants are normally leased from the
propagator. The lease usually stipulates that cut-
tings to produce more plants are prohibited, and
once the plants are removed from the growing
area, they must be destroyed. The conditions also
apply to outright sales of the rose plants. Hence, a
grower has to produce cut roses if he is to recover
his investment in the rose plants.
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