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PREFACE

In 1991 the United States International Trade Commission initiated its current Industry and
Trade Summary series of informational reports on the thousands of products imported into, and
exported from, the United States. Each summary addresses a different commodity/industry and
contains information on product uses, U.S. and foreign producers, and customs treatment. Also
included is an analysis of the basic factors affecting trends in consumption, production, and
trade of the commodity, as well as those bearing on the competitiveness of U.S. industries in
domestic and foreign markets.!

This report on poultry covers the period 1993 through 1997. Listed below are the individual
summary reports published to date on the agricultural and forest products sector.

UsITrc

publication Publication

number " date Title

2459 November 1991 ............ Live Sheep and Meat of Sheep

2462 November 1991 ............ Cigarettes

2477 January 1992 .............. Dairy Produce

2478 January 1992 .. ...... ... .. Oilseeds

2511 March 1992 ............... Live Swine and Fresh, Chilled, or Frozen
......................... Pork

2520 June 1992 ... ... ... Poultry

2524 August 1992 ... ... ... ... .. Fresh or Frozen Fish

2545 November 1992 ............ Natural Sweeteners

2551 November 1992 ............ Newsprint

2612 March 1993 ............... Wood Pulp and Waste Paper

2615 March 1993 ... ............. Citrus Fruit

2625 Aprill 1993 ... ... ... Live Cattle and Fresh, Chilled, or Frozen
......................... Beef and Veal

2631 May 1993 ... ............... Animal and Vegetable Fats and Oils

2635 May 1993 ... ............ Cocoa, Chocolate, and Confectionery

2636 May1993 ................. Olives

2639 June 1993 .. ... Wine and Certain Fermented Beverages

2693 October 1993 . ............. Printing and Writing Paper

2702 November 1993 ............ Fur Goods

2726 January 1994 .. ... ... . ... .. Furskins

2737 March 1994 ... ... ........ Cut Flowers

2749 March 1994 ............... Coffee and Tea

2762 Aprill 1994 ... ... Paper Boxes and Bags

2865 April 1995 ........... .. ... Malt Beverages

! The information and analysis provided in this report are for the purpose of this report only.
Nothing in this report should be construed to indicate how the Commission would find in an
investigation conducted under statutory authority covering the same or similar subject matter.
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PREFACE—Continued

UsITC
publication
number

2859
2875
2898

2917
2918
2928
3015
3020
3022
3080
3083
3095
3096

Publication

date Title

May 1995 ................. Seeds

May 1995 ................. Certain Fresh Deciduous Fruits

June 1995 .. ... ... ... ... Certain Miscellaneous Vegetable
......................... Substances :

October 1995 .............. Lumber, Flooring, and Siding

August 1995 ... ... ... L. Printed Matter

November 1995 ............ Processed Vegetables

February 1997 ............. Hides, Skins, and Leather

March 1997 ............... Nonalcoholic Beverages

April 1997 ... . ... . ... .. Industrial Papers and Paperboards

January 1998 ... ... ... .... Dairy Products

February 1998 ............. Canned Fish, Except Shellfish

March 1998 ... ............ Milled Grains, Malts, and Starches

April 1998 ... .. ......... Millwork

il

il
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Abstract

’I'hxs report addresses trade and mdustry condltlons for the poultry
mdustry for the period 1993 -97 -

e The Umted States is the world s leadmg producer and exporter of s
~ poultry. Between 1993 and 1997, the U.S. poultry industry
S expanded rapldly, Iarger owing to a boom 1n exports. Dunng the
: perlod -exports more than doubled, averaging about 26 percent
~ annual growth, compared with a 5 percent growth in-annual
L productron Export growth hkely will continue in the future.
~ However, economic uncertainty in Asia and Russia (the major
- markets for Us. product) makes the outlook somewhat uncertain. -
~ The United States also faces stiff competltlon in international
- markets fro B azﬂ Thaﬂand Chma and the European Umon

:‘::;households restaurants m tltutlons and producers of further
- (such as breaded chrcken ﬁllets and nuggets,

~ incomes and T ; ‘ces for poultry products relatlve to other
o meats are the principal factors influencing the demand for poultry -
o ;products Other factors affecting consumption include '
iiadvertlsmg, promotro :and concern about health and nutntlon







I. INTRODUCTION

This summary covers all commonly known poultry, including broilers, turkeys, spent laying
hens, geese, ducks, and guinea fowl. Included are live birds provided for in chapter 1 of the
Harmonized Tariff Schedule of the United States (HTS), as well as fresh, chilled, or frozen
poultry (contained in HTS chapter 2), and processed or preserved poultry (contained in HTS
chapter 16). Information is presented in this report on the structure of the U.S. and foreign
poultry industries, domestic and foreign tariff and nontariff measures, and the competitive
conditions of the U.S. poultry industry in domestic and foreign markets. The analysis covers
the period 1993-97.

The poultry industry is made up of several distinct sectors. The primary poultry sectors are
broilers and turkeys. Less significant sectors include spent laying hens, geese, and ducks. U.S.
poultry production exceeded $17.1 billion in 1997; broiler production totaled approximately
$14.1 billion; turkey production, about $3.0 billion; and other poultry production,
approximately $300 million. U.S. poultry exports reached $2.5 billion in 1997 (representing
almost 15 percent of domestic production), more than double the $1.2 billion exported in 1993.
U.S. poultry imports amounted to $43 million in 1997, representing less than 0.5 percent of
domestic consumption. During 1993-97, total U.S. poultry consumption increased from $11.8
billion to $14.6 billion, while consumption grew on a per-capita basis from 87 pounds to 92
pounds (retail- weight basis) over the same 5-year period.

The production of poultry involves several distinct stages (figure 1). Primary breeders develop
and reproduce strains of birds that have the genetic characteristics required by producers.
Because producer requirements tend to change frequently, several diverse populations of
chickens must be maintained to provide an adequate gene pool to meet future needs.!
Replacement farms purchase and raise “parent stock™ chicks (i.e., chicks which become the
parents of commercial broilers). When replacement parent stock reaches the age of sexual
maturity (approximately 18 weeks), the birds are moved to breeder farms for the production of
fertile eggs from which to produce commercial broilers. Fertilized eggs are sent from the
breeder farms to hatcheries, which are highly specialized facilities designed to hatch fertile eggs.
Hatcheries must also be equipped to process the day-old chicks and to transport them to
growout farms. Growout farms raise the newly hatched broiler chicks to market weight
(typically 3 pounds live weight after about 40 days), generally using formulated feed produced
by the broiler firm’s feed mill.

! Charles F. Strong, Jr., “Vertical Integration in the Poultry Industry,” unpublished paper,
University of Georgia, GA, undated.



Figure 1
Poultry: Structure of the U.S. industry

Domestic consumers
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Source: Adapted from Floyd A. Lasley and others, The U.S. Broiler Industry, USDA, ERS, Agricultural Economic Repgrt
No. 591, Nov. 1988, p. 19.



The processing plant receives and slaughters the broilers and prepares finished products. The
plant may simply slaughter and eviscerate the birds, if whole carcasses are the final product, or
may process specialized broiler parts. Increasingly product is sent to further-processing plants
for processing into value-added products. A typical integrated broiler firm combines most of
these components into one efficient operation. The major exception is primary breeding, which
1s highly specialized; most companies choose to purchase parent stock chicks rather than to
develop their own strains. In the system there is one major input (feed) and one major output
(product sold). In a modem vertically integrated broiler production complex, these are the only
transactions that actually occur and all other steps involve merely an internal transfer of
resources. The entire operation thus relies on only one profit center. The process is analogous
to a single, large factory converting raw materials (feed) into a finished product for the
consumer (poultry products). »

Because of the huge investment required to build and maintain adequate growout facilities, it
1s common for broiler enterprises to contract with individual farmers to grow broilers. This
concept usually applies to replacement and breeder farms as well. With contract production,
the company controls live production via the contracts offered to the farmers without actually
investing in poultry housing. In a typical broiler growout contract, the company agrees to
provide the farmer with broiler chicks, feed, vaccines, medications and possibly other suppliers,
and to pay the farmer a pre-set price per pound live weight of broilers produced. In return the
farmer agrees to provide housing, equipment, utilities, labor, litter material, waste disposal and
other incidentals to grow the broilers. This system has evolved and been effective because it
greatly reduces the capital investment necessary on the part of the broiler integrator, and
provides some income stability while maintaining a sense of independence on the part of the
farmer.

By far the most important input in poultry production is feed (mainly comn and soybeans) which
typically account for over 60 percent of liveweight production costs.? The feed mill converts
raw materials such as grain, soybeans meal, vitamins and minerals into finished feed according
to formulas developed by poultry nutritionists. Feed mills must have the capability to make
feeds of several different types to meet the differing nutritional requirements of replacement
stock, breeders, and commercial broilers. Feed costs reflect ingredient prices for corn, soymeal,
and other feed ingredients. Other significant production costs include chick cost, veterinary
expenses, labor, and packaging. Because the poultry production process is highly mechanized,
capital (mainly depreciation and rent) is the major fixed cost of poultry production.

Poultry meat, the final end product of poultry production, is used principally as a major food
item, usually the “main course” in a meal. Poultry meat is also used as an ingredient in
sandwiches, salads, soups, and other food preparations. In recent years, the share of total
poultry production that is utilized in further-processed food products has increased. The
demand for these products, such as chicken and turkey frankfurters, lunchmeat, and breaded
products, has increased in concert with the consumer demand for convenience. Restaurants have
become major users of poultry meat, with about 22 percent of total domestic consumption, of
which 12 percent is sold through fast-food establishments.

% Lee A. Christensen, “Updating the ERS Broiler Cost and Return Estimates,” USDA, ERS,
Livestock and Poultry Situation and Outlook, Nov. 1993, pp. 27-32.
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There are no direct government programs that influence the production of poultry in the United
States. Indirect programs that affect the sector include availability of loans at below-market
rates, Federal and State inspection and research services, and special tax provisions. Major
government regulation in the poultry industry is designed to ensure that poultry products used
for human consumption are safe, wholesome, and accurately labeled. The Hazard Analysis and
Critical Control Point (HACCP) System was introduced in 1996, aimed at prevention of poultry
contamination by identifying and controlling points in the production and processing system that
are prone to contamination hazards. U.S. poultry exports receive assistance through the Export
Enhancement Program (EEP). However, the program has not been used much since 1995, and
assisted exports through the program are minimal compared with commercial exports.

II. U.S. INDUSTRY PROFILE

The U.S. poultry industry® is the largest in the world, and accounted for approximately 28
percent of global production in 1997. Endowed with a favorable climate, state-of-the-art
production technology, and advantageous cost and market structures, the U.S. poultry industry
is among the most efficient in the world. It has also pioneered many of the basic production
methods currently in use throughout the world. The industry has experienced strong growth
during the past 5 years, fueled by rising population and per-capita incomes in the domestic
market, and more especially unprecedented growth in overseas markets.* Figure 2 provides a
diagram of the general structure of the U.S. poultry industry, indicating the principal raw
materials, producer types, major products, and principal consumers.

3 The U.S. poultry industry is covered under the following Standard Industrial Code (SIC) industry
numbers: 0251 Broiler, Fryer, and Roaster Chickens; 0252 Chicken Eggs; 0253 Turkeys and Turkey
Eggs; 0254 Poultry Hatcheries; 0259 Poultry and Eggs, Not Elsewhere Classified; 2015 Poultry
Slaughtering and Processing; 5144 Poultry and Poultry Products (wholesale trade); and, 5149 Farm-
Product Raw Materials, Not Elsewhere Classified. The poultry industry is also covered under the
following North American Industry Classification System (NAICS) industry numbers: 11232 Broilers
and Other Meat Type Chicken Production; 11233 Turkey Production; 11234 Poultry Hatcheries; and,
11239 Other Poultry Production.

*USDA, ERS, “Poultry Industry Boosted by Export Boom in 1990s,” Agricultural Outlook, Nov.
1996, pp. 13-17.



Figure 2
U.S. poultry industry: Principal raw materials, producer types, major products, and principal consumers

U.S. poultry industry

Principal Producer types Major products Principal
raw components consumers

® Breeders ® Live poultry ® Retail grocery
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e Contract growers ® Whole, dressed
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® Integrated

processors e Poultry parts e Food service

® Poultry carcasses

® Further processors o Further-processed e Further processors

poultry

Source: Compiled by the staff of the U.S. International Trade Commission.

Industry Structure

Number, Concentration, Geographic Distribution of Firms

Number

Poultry production occurs at two levels, the farm level, where live birds are hatched and grown,
and the processing level, where poultry meat is produced. The number of farms that reported
sales of live poultry, by type, in 1987 and 1992 are reported in table A-1.°> The total number
of poultry farms decreased by 19 percent during 1987-92. The largest decline, 26 percent,
occurred in the number of farms with sales of egg-type chickens (laying hens and pullets). This
drop was precipitated mainly by a declining demand for eggs in the U.S. market. The relative
modest decline in the number of farms selling meat-type chickens and turkeys was caused
mainly by a long-term increase in industry concentration in the processing sector and a tendency
toward fewer and larger farms to capture economies of size. The decline in the number of farms

5 Data presented in table A-1 on the number of poultry farms are based on the 1992 Census of
Agriculture. The most recent Census of Agriculture was conducted in 1997. However, data from this
census likely will not be available before 1999.



selling ducks, geese, and guineas, a relatively minor poultry category in the U.S. market,
murrored the decline in demand for the meat of these poultry. According to industry sources, the
reduction in number of poultry farms continued through 1997.° The number of poultry-
processing firms totaled approximately 80 in 1997. These firms consist of approximately 40
integrated broiler processors, 30 turkey processors, and 10 processors of ducks, geese, and
guineas. In addition, there are numerous processors that produce further-processed poultry
items such as breaded chicken products for fast-food chain restaurants.

Most poultry processing occurs in plants that process poultry only. The number of Federally
inspected plants that processed only poultry totaled 450 in 1997 (table A-2). Of these plants,
117 were involved in slaughtering, 168 in processing, and 165 in both slaughtering and
processing. The number of Federally inspected poultry plants has remained fairly stable in
recent years, following a period of rationalization caused by mergers and acquisitions, and a
long-term trend toward larger plants. In addition to the plants that only process poultry, 3,526
plants processed both poultry and other meats (such as beef and pork) in 1997. ’

Concentration

Concentration in the poultry industry, which experienced a tremendous long-term increase
during the post-World War II period, remained relatively stable during the period under review
(table A-3). In the broiler sector, concentration increased most among the top four firms, mainly
as the result of merger and acquisition activities. In 1997, the top 4 broiler firms accounted for
44 percent of production, while the top 8 accounted for 62 percent, and the top 20 accounted
for 85 percent. Concentration in the turkey sector was relatively stable during the period under
review, with 41 percent of production undertaken by the top four firms, 65 percent of production
by the top eight firms, and 96 percent of production by the top 20 firms.

Geographical Distribution of Firms

The geographic distribution of the U.S. industry varies by sector. The broiler sector is
concentrated in the Southeast region, which accounted for 46 percent of U.S. total commercial
production in 1997 (table A-4 ). The second-leading region that year was the South Central
region (20 percent). Industry concentration in these regions reflects relatively low land and
labor costs, ample feed supplies, proximity to major metropolitan consumption centers, and the
historical development in each region of a vertically integrated broiler production and support
network. Inexpensive transport systems and availability of skilled labor are also important
factors affecting poultry production in the South.” The turkey sector is less concentrated
regionally than the broiler sector; turkey production occurs mainly in the West North Central
(36 percent of total U.S. production) and South Atlantic (32 percent) regions. Regional
concentration of turkey production is accounted for by the same factors as concentration of
broiler production.

¢ USITC telephone conversation with poultry industry representative, June 1998,
7 “Regional Trends in Broiler Production,” Broiler Industry, Mar. 1998, pp. 18-22.
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The leading poultry-producing states are also shown in table A-4. Overall concentration of
poultry production by state remained relatively stable during 1993-97; Arkansas, Georgia, and
North Carolina were the top poultry producers. In 1995, Georgia replaced Arkansas as the
nation’s largest broiler-producing State, while Alabama was the third-largest producing State
during the review period. States with the fastest growth rates of production during 1993-97
were Mississippi, Georgia, and Texas. Slower rates of growth were experienced in Delmarva
Peninsula states, particularly Maryland, where growth was significantly below the national
average. Slow growth in this region is attributed to land constraints and population pressures.®
Turkey production is slightly more concentrated on the state level than is broiler production.
Almost 19 percent of U.S. production is concentrated in North Carolina, although production
in the State has stagnated over the past 5 years. Minnesota, with a 14-percent share of the
nation’s turkey production, experienced rapid growth in production between 1993-97, as did
Missouri (the third-largest producing State). These production trends indicate a slow movement
of the turkey industry away from the South Atlantic States toward the West North Central
region of the country. Duck production is concentrated on Long Island and in the Midwest;
goose production is concentrated in the Midwest.

- Employment, Earnings, and Productivity

Employment in the poultry industry increased by 11 percent during 1993-97, reflecting the
growth in production during the period (table A-5). In 1997, the total number of employees in
poultry processing was about 241,000 of which 215,000 were production workers. The poultry
industry is characterized by relatively low wages, mainly because of the location of most
poultry-processing plants in rural, nonunion areas of the country, such as the South (primarily
Arkansas and Georgia) and the upper Midwest (mainly Minnesota). The average hourly
earnings in the poultry-processing industry in 1997 were $8.37, compared with $10.47 for meat
processing and $12.78 for all manufacturing (table A-5).° On average the weekly earnings of
poultry-processing employees was $318.24, considerably less than the $438.09 for meat-
processing workers, and $531.65 for all manufacturing workers. Although poultry-processing
plants employ relatively low-wage production-line labor, they also employ highly skilled
scientific and technical staff in research and development activities associated with selective
breeding, hatching, and optimal feed and growing conditions. Poultry processors employ highly
skilled engineers to develop and maintain efficient processing operations and managers to
compete in an increasingly competitive global market.

Measures of productivity in the poultry industry are the hatchability ratio, which measures the
share of hatching eggs that are successfully hatched; the feed-conversion ratio, which measures
the amount of feed required to produce one pound of meat; and the amount of time required to
raise poultry to slaughter weight. The hatchability ratio for chickens has remained about 80
percent in recent years; this ratio is somewhat lower for turkeys and other types of poultry. The
feed-conversion ratio generally is about 2:1 (i.e., 2 pounds of feed per pound of meat) for an

& Ibid.
® American Meat Institute, 1997 Meat and Poultry Facts, Washington, DC, p. 32.

9



efficient broiler operation, and about 3:1 for turkeys. This ratio is about 4:1 for hogs and 8:1
for cattle. The length of time required for broiler “grow out” declined from 14 weeks in 1940
to under 8 weeks today. The high levels of productivity are directly associated with the level
of automation, which has risen dramatically since World War II, mainly because of
technological innovations and increasing vertical integration in the industry. Hatcheries employ
sophisticated incubating machinery, poultry growout operations are generally computerized and
environmentally controlled, and poultry-processing plants use automated assembly-line
processing and packaging lines.

Special Considerations in Relation to Production Costs

Feed is the most important cost component (about 60-70 percent in the United States) of poultry
production. Feed costs depend largely on the prices of corn and soybean meal, the two major
poultry feed ingredients. Between 1993 and 1997, there were sufficient supplies of these
commodities on the domestic market to keep prices fairly stable, averaging about $3 per bushel
for corn, and $175 per ton for soybean meal.'® During 1993-97 there were no shortages of other
inputs into poultry production, such as medicines, labor, machinery, and housing.

Special consideration in relation to production costs include water cost and availability, and the
cost of complying with environmental regulations. Although large amounts of fresh water are
needed for chicken and turkey houses, even larger amounts are required to operate processing
facilities. It is estimated that plants use 5-6 gallons of water per bird for processing (cleaning
and chilling of chickens), and for cleaning after processing is completed.!! Availability and cost
of water therefore are becoming an important factor for companies in deciding where to locate
new processing operations.

Environmental compliance also affects the costs of producing and processing poultry in the
United States.'?> Run-off from poultry farms and wastewater from processing facilities have
been criticized for polluting rivers and lakes, as well as some coastal areas.'> Regulations
designed to reduce water pollution are reported to cost the poultry industry several billions of
dollars annually.'

Y USDA, ERS, Grain Qutlook and Situation Report, various issues.

1 “Large Amounts of Water Used in Poultry Industry,” Feedstuffs, Vol. 70, No. 12, Mar. 23,
1998, p. 5.

2 Tyson Foods agreed to pay $6 million for fines and safety upgrades after allegations that a former
Hudson Food plant in Berlin, Maryland—now owned by Tyson Foods—leaked bacteria-filled waste
into a tributary of the Chincoteague Bay. Source:“Tyson Cleans Up Hudsons After Woes,” The
National Provisioner, June 1998, pp. 10-11.

13 “Poultry Partners Formed to Counteract Criticism of Poultry Industry,” Feedstuffs, Vol 70, No.
21, May 25, 1998, p. 23. :

14 USITC staff interview with poultry industry representative, July 1, 1998.
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Vertical and Horizontal Integration

Vertical integration of the poultry industry—whereby many of the processing firms own or
contract for the factors of production, but undertake much of the product distribution—has
facilitated the industry’s rapid yet smooth expansion over the past 3 decades.'”” Vertical
integration allows poultry firms flexible control of costs, quality, and production levels. It also
allows firms to control risk and thereby facilitates the ability of the firm to obtain financing. For
example, by owning hatcheries and breeding companies, broiler firms can obtain the type of
birds that best fit their market and production system, while ownership of feed mills allows
processors to control feed quality and to size operations to take advantage of rail or barge feed
grain deliveries.

Factors that have contributed to the vertically integrated structure of the U.S. poultry industry
include its relatively short production cycle (involving fast turnover and high production
volumes that lead to economies of size) and the linkages between specialized, discrete
production stages (hatcheries, growout, slaughter, and further processing). Vertical integration
is realized either through contracts (mainly backward integration in the growout stage) or
ownership (both backward integration in the feed and hatching of chick stages and forward in
the further processing and marketing stages). Virtually all broiler production and more than 90
percent of turkey production is accounted for by vertically integrated operations.

Horizontal integration is also increasing in the U.S. poultry industry, particularly with respect
to broiler producers. There has been a trend among top broiler producers to expand their
operations into other industry areas, such as red meat. In addition, some of the top poultry
producers are large agribusiness firms engaged in a diverse range of agricultural production
(GoldKist and ConAgra, for example).

Marketing Methods and Distribution

Virtually all U.S. consumption of live poultry is accounted for by commercial poultry meat and
egg producers. Most poultry producing firms are vertically integrated and generally have
company-owned hatcheries.'® Thus much of the consumption of live poultry is internal to the
operation.!” Except for breeder stock, virtually all live poultry is consumed (by processing
plants or egg-laying complexes) near production sites (hatcheries).

Poultry meat marketing and distribution occurs at several levels, depending on the market
channel and product form. Immediate consumers include: (i) further processors, who purchase
fresh or frozen poultry carcasses and meat from poultry-kill plants to produce further-processed
poultry products, such as breaded nuggets and prepared meals, (i) wholesale distributors, who

13 USDA, ERS, “Poultry Industry Boosted by Export Boom in 1990s,” Agricultural Outlook,
Nov. 1996, p. 14.

16 Aho, P., “The U.S. Broiler Industry in Metric Numbers,” unpublished paper, 1996, p. 8.

'7«“Top 10 U.S. Broiler Companies,” Broiler Industry, Jan. 1997, pp. 18-52.
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distribute finished poultry products mainly to retail grocery stores and public eating places and
institutions, (i) foodservice distributors, who distribute finished poultry products mainly to
public eating places and institutions, and (iv) pet food processors and renderers, who use poultry
byproducts. Final consumers are domestic and foreign populations, which consume poultry
products either in the home or in restaurants and institutions.'®

The principal marketing channels in the poultry industry are shown in figure 3. Almost three-
quarters of poultry produced in the United States is sold (either directly from the processor or
indirectly through distributors) to retail outlets (principally grocery stores), the food service
sector, the government, and other institutions. Poultry processors distribute the remainder of
their output to pet food producers and renderers (11 percent), and the export market (16
percent). Close to 8 percent of processed poultry is shipped to further processors for production
of high-valued poultry products that are sold mainly to retail outlets and restaurants.

Poultry marketing channels and methods have changed since the 1980s. Table A-6 shows the
share of broiler production that is marketed through various distribution channels for selected
years. Two major trends can be identified in the table. The first trend is the increasing share
of processor shipments to public eating places and less to retail grocery stores. For example,
in 1995, 22 percent of processors’ shipments went to public eating places compared with 20
percent in 1981, while shipments to retail grocery stores declined from 60 percent to 37 percent
over the same time period. The second trend is the increasing share of processor shipments
being channeled to the export market (3.5 percent in 1989, compared with 16 percent in 1995).
This reflects the boom in U.S. poultry exports during the 1990s (discussed in detail later in this
summary)."®

Pricing Practices

Commodity wholesale prices for poultry meat generally are quoted at markets and production
areas around the country based on price quotes published at various frequencies by state
departments of agriculture, the USDA, and private organizations. The published price
information is collected daily by these organizations through telephone contacts with sources
such as processors, wholesalers, and brokers. Producers generally offer discounts based on the
published prices. A growing share of poultry is further processed, with prices set by contract
between processors and customers such as fast-food restaurants and institutions. Retail poultry
prices are set principally by retail outlets, which usually add to the wholesale price a markup
that mainly reflects overhead costs. From time to time, retail outlets will feature poultry items
as a “loss leader” in order to attract customers to their establishments.

18 National Broiler Council, Broiler Industry Marketing Practices, Calendar Year 1995,
Washington, DC, p. 6.

1 USDA, ERS, “Poultry Industry Boosted by Export Boom in 1990s,” Agricultural Outlook, Nov.
1996, pp. 13-17.
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Prices for live poultry and poultry meat items during 1993-97 are given in table A-7. In general,
prices for live poultry were relatively constant during the period. Price trends for poultry meat
varied by product, with prices for chicken and turkey breasts declining in response to the rise
in supplies, while prices for poultry legs and whole birds increased moderately, largely in
response to strong export demand.

U.S. Government Programs

U.S. poultry exports have received direct benefit from the USDA under the Export Enhancement
Program (EEP). The EEP program for poultry provides direct assistance for exports of frozen
poultry to approved markets. The EEP helps products produced by U.S. farmers meet
competition from subsidizing countries, especially the European Union (EU). Under the
program, the USDA pays cash to exporters as bonuses, allowing them to sell U.S. agricultural
products in targeted countries at prices below the exporters’ costs of acquiring them. Major
objectives of the program are to expand U.S. agricultural exports and to challenge unfair trade
practices. The EEP was announced by USDA on May 15, 1985, and is operated under authority
of the Agricultural Trade Act of 1978 as amended, the Uruguay Round Agreements Act, and
the Federal Agriculture Improvement and Reform Act of 1996. Consistent with its export
subsidy commitments under the Uruguay Round Agreement (URA) on Agriculture, the United
States has established annual ceilings by commodity with respect to export quantities and
budget outlays (see table below). The commitment to respect the quantity ceilings became
effective July 1, 1995; the commitment to respect budgetary outlay ceilings became effective
October 1, 1995.% ‘ :

Poultry meat: U.S. subsidized exports under the Uruguay Round Agreement

Item 1986-90 base 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01

(1,000 metric tons)
Annual quantity commitments 35 34 33 32 30 29 28
(million dollars)

Annual budget outlays . . . .. 227 21.4 20.0 18.6 17.3 15.9 14.6

Source: USDA, ERS, Agricultural Export Programs. Background for 1995 Farm Legislation, Agricultural Economic
Report No. 716, June 1995, p. 29, table 3a.

According to the USDA, by 1997, 309,000 metric tons of poultry had been sold through the
EEP since its inception (table A-8). During 1993-96, only 86,400 tons were exported under the
program. No EEP sales were made in 1997. In recent years, U.S. product has generally been
exported profitably without subsidy. However, in early 1998, the Secretary of Agriculture
announced that funds would be forwarded to subsidize the sale of about 20,000 tons, or $30
million worth of poultry exports to markets in the Middle East. This measure was taken as the

2 USDA, FAS, EEP Factsheet, found at Internet address
http://www.fas.usda. gov/info/factsheets/eep.html, retrieved July 5, 1998.
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equivalent to the amount which U.S. exporters would lose on poultry exports to European

markets caused by failure to reach a veterinary equivalency agreement® for poultry with the
EU.Z

Quantities and destinations for U.S. frozen poultry eligible for bonus awards under the EEP in
fiscal 1998 were: Middle East ( Saudi Arabia, Egypt, Jordan, Lebanon, United Arab Emirates,
Oman, Bahrain, Kuwait, Qatar, Yemen), 20,210 tons; Asia (China, Hong Kong, South Korea,
Singapore), 7,795 tons; and Africa (Angola, Benin, Congo, Céte D’Ivoire, The Democratic
Republic of the Congo, Gabon, Ghana, Liberia, Mauritius, Namibia, Nigeria, Reunion, Togo),
3,710 tons.

The Market Access Program (MAP) uses funds from the USDA’s Commodity Credit
Corporation (CCC) to help U.S. producers, exporters, private companies, and other trade
organizations finance promotional activities for U.S. agricultural products. The MAP
encourages the development, maintenance, and expansion of commercial export markets for
agricultural commodities. Activities financed include consumer promotions, market research,
technical assistance, and trade servicing. > In 1998, the USA Poultry and Egg Export Council
(USAEEC) received $3.2 million under the USDA’s Market Access Program.

The USDA also has used the Food for Progress program to assist the poultry industry by
donating 36,000 metric tons of soybean meal to USAEEC, which will sell it to private buyers
in Russia. The proceeds will be used to support a broiler project there which is intended to
demonstrate good broiler-production practices.>* The Food for Progress program is authorized
under Section 1110 of the Food Security Act of 1985. The authority provides for a responsive
food aid mechanism to encourage and support the expansion of private enterprise in recipient
countries and is meant to help countries seeking to implement democratic and market reforms.?

Indirect government programs affecting the poultry sector include loans provided by the
Farmers Home Administration at below-market rates for operating and capital expenses, Federal
and State inspection and research services, and special tax provisions. In addition, programs
that affect the U.S. feed grain industry (mainly corn), such as the Conversation Reserve

2 Under a veterinary equivalence agreement the United States and EU would recognize each
others’ sanitary and phytosanitary (SPS) measures as equivalent in terms of providing adequate
protection to public food safety and animal health, even though the respective SPS measures may be
different. Through negotiations, countries thoroughly review each others’ sanitary measures to ensure
that the appropriate level of protection is maintained. One of the benefits of an equivalency
agreement is the facilitation of trade without jeopardizing food safety. For further information, see
USDA press release, “Q & A's on United States - European Union Veterinary Equivalence Talks,”
May, 1997, found at Internet address http://www.usda.gov /news/releases/1997/0<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>