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Setting the scene:

G
lobalization is a threat to C

alifornia agriculture
International F

orum
 on G

lobalization
•D

ue to international trade and investm
ent agreem

ents, C
alifornia’s agriculture sector

is under attack …
 C

alifornia grow
ers m

ust com
pete w

ith com
m

odities grow
n in

countries w
here land, labor, energy, and w

ater are m
uch cheaper than in C

alifornia, as
w

ell as the rest of the U
.S. A

nd it’s only expected to get w
orse.

C
alifornia F

arm
 B

ureau
•C

alifornia’s regulations drive up production costs, m
aking it difficult if not

im
possible, to com

pete w
ith cheaper produced and frequently subsidized foreign

product. T
his im

balance highlights the critical need for fair-trade policies that equal
the playing field for U

.S. producers.

G
lobalization presents opportunities to C

alifornia agriculture?
C

ato Institute
•For exporters, trade expands m

arkets abroad, m
aking possible larger production runs

and cost savings through econom
ies of scale. T

w
o sectors w

ith the m
ost to gain from

liberalization are agriculture and services. In 1998 A
m

erican farm
ers exported $54

billion in products, accounting for about a quarter of their cash receipts, despite
relatively high trade barriers against farm

 im
ports w

orldw
ide.



C
alifornia agricultural export values (nom

inal values),
1995-2002 ($ m

illion)
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Foreign m
arkets are critical for
C

alifornia
•

T
he value of C

alifornia agricultural exports
totaled about $6.5 billion in 2002, or about 20
percent of the value of agricultural
com

m
odities produced in C

alifornia

•
W

hile C
alifornia accounts for 12 percent of

national farm
 cash receipts (U

SD
A

/N
A

SS
1997), it accounts for an estim

ated 15 percent
of total U

S agricultural export revenue



C
alifornia’s m

ain agricultural exports,
2002
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C
alifornia’s w

ealthy, protected m
arkets

•
W

ine – E
U

, C
anada, and Japan

•
A

lm
onds- E

U
, Japan, C

anada

•
D

airy- M
exico, Japan, C

hina/ H
K

•
G

rapes- C
anada, C

hina/ H
K

•
W

alnuts- E
U

 and Japan



R
esponding to com

petition and m
arket

barriers
•

E
xport subsidy program

s
–

D
E

IP

•
E

xport prom
otion program

s
–

M
A

P/ FM
D

/T
A

SC

•
E

recting new
 barriers to trade

–
L

abeling- C
O

O
L

 and G
M

–
“B

randing” by G
eographic Indicators

•
Im

proving m
arket access

–
W

T
O

 or bilateral agreem
ents?



D
airy E

xport Incentive Program

•
D

irect federal subsidies for dairy exports to
support high dom

estic prices for dairy products
•

C
ostly to taxpayers and low

-incom
e

consum
ers

•
Identical to the sort of E

U
 policies that U

S
grow

ers criticize
•

C
FB

F calls for phase-out
•

Feedback effects to the hay, alfalfa and cattle
sectors



E
xport prom

otion program
s

•
Federal funds used to share foreign m

arket developm
ent

costs
–

M
arket A

ccess Program
- branded products

–
Foreign M

arket D
evelopm

ent Program
- generics

–
T

echnical assistance for Specialty C
rops

•
Studies suggest program

s help assisted products to the
detrim

ent of unassisted products

•
W

hy should the governm
ent assist com

panies in
advertising brand-nam

e products?



N
ew

 barriers to trade?

•
C

ountry-of-origin labeling

•
G

M
 labeling

•
G

eographic Indicators



Im
proving m

arket access

•
C

alifornia agricultural producers cannot all
w

in from
 increased trade liberalization but

bew
are of pessim

ism
:

–
C

apital can substitute for labor
–

Standards are increasingly internationalized
–

Production choices are dynam
ic

–
C

urrent foreign m
arkets are highly protected

–
R

ising incom
es are generally accom

panied by
increasing dem

and for value-added agricultural
products



B
ilateral vs. m

ultilateral agreem
ents

•
B

ilateral or regional trading agreem
ents m

ay
be less beneficial to C

alifornia agriculture than
m

ultilateral liberalization
•

It not realistic to expect significant trading
partners such as the E

U
 or Japan to unilaterally

rem
ove their barriers to m

arket access
•

A
greem

ents w
ith m

ore m
inor partners (e.g.,

A
ustralia and C

hile) w
ill bring few

 substantive
econom

ic gains



W
here w

e stand at the W
T

O

•
C

alifornia’s natural allies at the W
T

O
 are the C

airns G
roup

countries

•
C

alifornia grow
ers m

ay have less in com
m

on w
ith E

U
producers and grow

ers in the M
idw

est or Florida

•
C

otton, rice, and dairy producers m
ay be the exception to this

conclusion

•
T

he breakdow
n in talks in Septem

ber w
as largely are result of

disagreem
ents over governm

ent support to agriculture- w
hat

signals should C
alifornia send to W

ashington for further
negotiations?


