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Lessons from EU poultry sector trade policy
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The context of EU poultry sector tariff policy

Trade policy is the principal policy tool used by the EU to manage the poultry sector and involves
a sophisticated system of product and country-specific reduced or zero duty import quotas (or
tariff-rate quotas/TRQs).

A study financed by the Association of Poultry Processors and Poultry Trade in the EU (AVEC) and
published in December 2013 has highlighted the lower costs of poultry production in Argentina
(71% of average EU production costs), Brazil (72%), Ukraine (77%), the USA (80%), Thailand (84%)
and Russia (92%). These differences in costs are attributed by the AVEC study to higher EU
production and environmental standards. The study argues that “quotas and import levies
protect the EU from third-country imports whose legislation or production requirements do not
meet the requirements or expectations of [EU] consumers.” It maintains that higher EU
production and environmental standards require the maintenance of a protective EU trade
policy.'

EU tariff policy

As part of the Uruguay Round Agreement, import tariffs were reduced and minimum market
access quotas were established. However, a special safeguard mechanism was retained, to be
triggered if import prices fell below a specified level. This special safeguard clause, subject to
monthly review, has been permanently invoked.

In this context, the EU maintains a highly disaggregated tariff regime for poultry products, which
is in part based on evolving EU consumer demand for poultry-meat products. The EU has no
fewer than 20 main tariff subheadings for poultry broiler meat, with 10 different bound tariffs,
and fixed tariffs ranging from €187 to 1,024/tonne. The EU maintains lower levels of protection for
processed poultry meat products (see Annex 1).
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Within the bound tariff, the EU establishes a range of non-preferential tariff quotas (TQs) as well
as certain country-specific preferences. Reportedly, only small volumes of poultry meat imports
take place outside EU TQ arrangements. These out-of-quota imports generally occur in order to
establish a track record of imports in order to become eligible for future quota allocations.

The EU thus effectively uses import licences to regulate the poultry trade, allowing imports to
increase in response to evolving consumer demand while preserving high-value market
components of domestic poultry products. While EU imports of poultry meat have been
following a downward trend in recent years, there has been an increase in imports of prepared
poultry meat in response to evolving consumer demand, mainly for use in the catering trade.

Overall, the EU’s experience of regulated imports, with increases in imports concentrated in
market components where duties are low and access is regulated through TRQs, highlights the
scope for the nuanced use of trade policy tools to address specific poultry sector problems.

The impact of EU tariff policy

According to a 2005 evaluation of the EU poultry regime prepared for the European Commission,
import tariffs play “a vital role in restricting the volume of imports into the EU from third
countries”. The report found that import tariffs maintained prices between 11.5 and 13.1% higher,
and production between 7 and 13.3% higher than would be the case in the absence of tariff
protection (varying according to world market price levels).?

The report also noted EU poultry producers’ belief that “in the absence of import tariffs... the EU
market would rapidly be influenced by imported products, with EU producers increasingly
restricted to supplying niche markets.”

The effectiveness of the EU trade policy in supporting EU poultry producers and nurturing the
domestic EU poultry sector is highlighted by the fact that, despite the price disadvantages facing
EU producers vis-a-vis the EU’s main international poultry sector competitors, poultry-meat
imports rose by only 17,000 tonnes in response to an expansion of consumer demand of 640,000
tonnes between 2007 and 2012. This limited import response reflects the negligible volume of
imports taking place outside of quota arrangements. In contrast, EU production increased by 10%
(some 1,172,000 tonnes), with this fuelling the growth of EU exports of poultry parts.

EU28 poultry meat market balance ("000 tonnes carcase weight equivalent)

2003 | 2007° | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2023°
Net production 10,842 | 11,466 | 12,182 | 12,384 | 12,638 | 12,850 | 12,950 | 13,034 | 13,602
Total 10,514 | 11,526 | 11,829 | 11,925 | 12,166 | 12,338 | 12,442 | 12,514 | 13,013
consumption
Per capita 23.0 23.4 20.6 20.8 21.1 21.4 215 216 | 22.08
consumption (kg)
Imports 641 824 796 831 841 788 785 785 855
Exports 969 729 | 1,150 | 1,290 | 1,313 | 1,300 | 1,293 | 1,305 | 1,445

Notes: 1. EU25: EC, ‘Prospects for agricultural markets and income 2005-2012’, July 2005; 2. EU27: EC,
‘Prospects for agricultural markets and incomes in the European Union 2008-2015’, March 2009; 3. EC,
‘Prospects for agricultural markets and incomes in the EU 2013-2023’, December 2013.

Sources: EC, ‘Short term outlook for arable crops, meat and dairy markets in the European Union’, Winter
2014
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The December 2013 AVEC analysis suggests that the EU’s poultry trade regime helps to support
EU poultry prices by increasing average import prices above average EU poultry prices. This
carries important implications not only in terms of protecting EU domestic poultry producers
from international competition, but also in terms of the competitiveness of EU poultry product
exports. According to analysis published by USDA in September 2013, the continued growth in
EU poultry meat exports owes a lot to the fact that EU poultry producers can pass on cost
increases to domestic consumers, without imports expanding their market share. This means
that EU exporters can maintain competitive prices on export markets.?

Options for dealing with trade challenges in the poultry sector

The problem of dumping of poultry parts is common to countries in Africa, the Caribbean and the
Pacific, although the origin of this trade varies (EU, USA and Australia respectively). The question
arises: what policy measures can be taken in response to the disruptive effects that this ‘residual’
trade can have on the local markets affected?

In addition to the current use of quantitative restrictions or bans on imports of poultry parts
which are used in a number of ACP countries, the EU experience would appear to suggest two
further options:

m The first option involves the use of a differentiated tariff structure, with higher specific duties
on frozen poultry parts, which are the main source of concern. This would target the specific
problem area without unduly increasing the average tariff applied, and would mirror the tariff
policy approach used by the EU in the poultry sector. This would however require a strong
customs implementation capacity.

m The second option involves linking the issuing of import licences to food safety concerns over
the handling of frozen poultry parts. Import licences could potentially be allocated only to
companies that have access to the physical infrastructure to ensure safe storage and handling
of frozen poultry parts and have been certified as such by national inspection services.

This would to a certain extent mirror EU practice in the dairy sector, where for many years import
licences were issued only to ‘approved undertakings’ which could guarantee the integrity of the
handling and storage of dairy products. These ‘approved undertakings’ were exclusively EU dairy
companies, since no traders found it worthwhile to invest in complying with all EU dairy sector
regulations necessary to attain ‘approved undertakings’ status.

In the poultry sector this follows a similar path, restricting the issuing of import licences for
frozen poultry parts, on food safety grounds, to ‘approved undertakings’ which can guarantee
the integrity of the cold chain from point of production to point of retail sale.

However, it needs to be borne in mind that replicating the EU’s use of sophisticated trade policy
tools in the poultry sector sits uneasily with some of the broad trade policy prescriptions
enshrined in EU-ACP Economic Partnership Agreements (EPAs). These include tariff standstill
commitments, restrictions on the use of quantitative restrictions (TRQs) and prohibitions on the
use of import licences. A careful review of the implications for the poultry sector of EPA
commitments would therefore appear to be needed.
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Annex 1: EU broiler meat tariffs

CN code Base rate Non- Specific preferences
erga omnes preferential
€/100 kg tariff quota
€/100 kg
020711 fresh or chilled not cut
02071110 (plucked and gutted 26.2 13.1
‘83% chickens)
02071130 (plucked and drawn 29.9 14.9
'"70% chickens’)
02071190 (plucked and drawn 325 16.2
‘65% chickens’)
020712 frozen not cut
02071210 (plucked and drawn 29.9 14.9
‘70% chickens’)
02071290 (frozen chickens 32.5 16.2 €0 under TRQ (Brazil,
plucked and drawn Thailand); Representative
(rep.) price-based
€131.2/100 kg (Argentina)
020713 cuts, offal fresh or chilled
02071310 (boneless) 102.4 51.2
02071330 (whole wings) 26.9 134
02071340 (backs, necks, rumps, 18.7 9.3
wingtips)
02071350 (breasts/cuts thereof) 60.2 30.1
02071360 (legs/cuts thereof) 46.3 23.1
02071370 (other) 100.8 50.4
02071399 (offal — other) 18.7 18.7
020714 cuts & offal frozen
02071410 (frozen boneless cuts 102.4 79.5 €0 under rep. price-based
& offal) TRQ (Brazil)
€0 TRQ (Thailand)
Rep. price-based €2 under
TRQ (Argentina)
02071420 (bone-in halves/qgters) 35.8 17.9
02071430 (whole wings) 26.9 134
02071440 (backs, necks, rumps, 18.7 9.3
wingtips)
02071450 (breasts and cuts 60.2 0 €0 under rep. price-based
thereof) TRQ (Thailand)
€0 under TRQ (Brazil)
02071460 (bone-in legs and cuts) 46.3 23.1 €122.7/100 kg —
representative price (Brazil,
02071470 (other) 100.8 0
02071499 (offal — other) €18.7 €18.7

Source: EC, Market Access Database, ‘EU tariffs’: http://madb.europa.eu/madb/euTariffs.htm
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Annex 2: EU processed poultry meat tariffs

CN code Base rate Non-preferential Specific preferences
ergaomnes tariff quota €/100
€/100 kg kg
160232 (meat preparation)
16023211 (uncooked) 276.5 63 Additional duty based on cif
price (Brazil)
16023219 (other) 102.4 8% 8%

Source: EC, Market Access Database, ‘EU tariffs’: http://madb.europa.eu/madb/euTariffs.htm
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