Scientific Journal Warsaw University of Life Sciences — SGGW
Problems of World Agriculture volume 17 (XXXII), number 4, 2017: 236248
DOI: 10.22630/PRS.2017.17.4.100

Karolina Pawlak!
Poznan University of Life Sciences

Importance and Comparative Advantages of the EU and US
Agri-food Sector in World Trade in 1995-2015 2

Abstract. The aim of the paper was to examine the evolution of the importance and comparative
advantages of the EU and US agri-food sector in world trade in 1995-2015. The research is based on
data from UNCTAD (United Nations Conference on Trade and Development) resources. The
following indicators were used in the comparative advantage analysis: Balassa’s Revealed
Comparative Advantage (RCA), Vollrath’s Revealed Competitiveness (RC), the Revealed Symmetric
Comparative Advantage (RSCA), and the Lafay’s Trade Balance Index (TBI). In 1995-2015, the EU
countries and the US were the largest players of world trade in agri-food products. The EU countries
held comparative advantages in the global market as regards exports of products of animal origin
whereas the exports of cereals, preparations of cereals, oilseeds and oleaginous fruits and meat
products were the source of revealed comparative advantages for the US. Both the EU countries and
the US reached high comparative advantages in trade in those assortment groups which corresponded
to their highest shares in global exports and generated a high, consistently increasing positive trade
balance. Therefore, their comparative advantages were the source of their favourable export
specialisation profile, which is consistent with the classical comparative costs principle.
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Introduction

Today’s world economy experiences two contradictory trends. On one hand, as
a consequence of progressing globalisation and regional economic integration processes,
trade is well on its way to comply with the free trade concept advanced by classical
economists. On the other hand, however, there are protectionist trends emerging gradually
as a counter-reaction to the international trade liberalisation processes and to the increasing
competitive capacity of new industrialized countries (Rynarzewski and Zielinska-Glebocka,
2006). The free market and free trade mechanisms contribute to the openness of national
economies, make them more focused on international trade and contribute to the increased
importance of international competitiveness®.

By referring to the line of research on international competitiveness which is rooted in
international exchange theories and emphasizes the importance of free trade (Kim and

! Doctor habilitated, professor of the PULS, Department of Economics and Economy Policy in Agribusiness,
Poznan University of Life Sciences, ul. Wojska Polskiego 28, 60-637 Poznan, e-mail: pawlak@up.poznan.pl
https://orcid.org/0000-0002-5441-6381

% The paper is funded by National Science Centre within the OPUS research project No. 2015/17/B/HS4/00262,
titled ,,Polish agri-food sector under the implementation of the Transatlantic Trade and Investment Partnership
agreement (TTIP)”.
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Marion, 1997), international competitiveness may be defined as the “ability to maintain or
increase the market shares” (Agriculture Canada, 1991; van Duren, Martin and Westgren,
1991; Kennedy et al., 1997; Pitts and Lagnevik, 1998). The simplest, but not flawless,
indicators of international competitiveness levels include the trade balance and shares in
world trade*. Assuming that in the era of internationalisation and globalisation of many
industries, competitiveness may only be assessed in the context of international markets
(Stanowisko Rady Strategii..., 1997; Wziatek-Kubiak, 2003), the “domestic companies’
ability to effectively and profitably establish their operations in international markets and
develop effective exports” (Wos, 2001) became one of the priorities of economic policies
adopted by many countries and is determined through those policies.

In 1990-2015, affected by the changing macroeconomic and institutional conditions,
the shares of specific countries and continents in world trade developed dynamically,
reflecting their changing economic standing. In this period, the European and North
American countries were among those experiencing a decline in their economic activity. In
2016, their share in global exports (compared to 1990) decreased by 14 and 3 percentage
points, respectively, reaching 37% and 14% (WTO, 2017). One reason for this was the
2007-2009 worldwide economic crisis manifested by a decline in the trade volume in 2008-
2009, disproportionately high compared to the reduction of demand®. Under these
circumstances, the importance of competition theory and policy was recognized once again.
A discussion was initiated on the sources of advantage of one economy over another. Also,
attempts were made to quantify the competitive advantages of specific countries or sectors
of their national economies.

The EU and the US are the largest players of world trade in agri-food products.
Today, agricultural goods are traded increasingly often between countries at similar levels
of economic development with similar access to production factors, mostly on an intra-
industry basis. Also, agricultural raw materials and foodstuffs are considered to be
heterogeneous rather than homogenous goods. With the above in mind, modern trade
theories play an increasingly important role in explaining the sources of benefits from trade
and competitive advantages over partners. According to these theories, trade flows are
determined by such factors as changes in access to production factors; changes in
manufacturing efficiency in and between specific countries; increase of disposable incomes
per capita; transport costs; national economic policies; ability to achieve economies of
scale of production and sale; differentiation in levels of technological progress between
countries, affecting product diversification and lifecycle®. Despite the increasing
importance of the above factors, the proper development of agricultural trade flows and
structure and the international competitiveness of the agri-food sector may also be

* According to Casson (1991), a positive trade balance means an advantageous commodity structure and
favourable trade conditions. The generated surplus usually results from the increased efficiency of trade which
largely depends on the competitiveness of domestic products (Hybel, 2002). Therefore, despite some
methodological doubts (Krugman, 1994), the trade balance is a reliable indicator of competitiveness which
becomes increasingly important as the period under consideration grows longer (Bienkowski, 1995).

> According to JaeBin, Amiti and Weinstein (2011), during the last economic downturn, international trade flows
were three times more sensitive to the reduction of global demand than GDP. Also, in their analysis of the US
economy, Levchenko, Lewis and Tesar (2010) demonstrate that the decrease of the trade to GDP ratio was the
highest in 60 years. For a broader discussion on reasons behind the strengthened erosion of trade during the 2007-
2009 economic crisis, see Czarny and Sledziewska (2012).

® For a broader discussion on sources of competitive advantages in modern international trade theories, see Pawlak
(2013).
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considered as the effect of comparative advantages, in line with the foreign trade models by
Ricardo and Heckscher, Ohlin and Samuelson. This is because according to a study by
Pawlak (2013), the higher technical potential of the EU-15 farms provides these countries
with a comparative advantage primarily as regards capital-intensive production profiles
dependent upon technical progress. In turn, the Central and Eastern European agriculture
has an advantage in labour-intensive production profiles. Note also that countries with a
temperate climate usually generate a higher comparative advantage in the trading of
products of animal origin whereas Mediterranean countries tend to run the specialisation
and earn their profits from exports of plant products.

The development of new trade theories is without detriment to the classical concept of
comparative advantages. However, in view of dynamic changes taking place in national
economies and in the world economy, it was realized that while no country has a
guaranteed, sustainable competitive advantage, the ability to compete in the long run is
important from the perspective of setting policy priorities’. In that context, the objective of
this study was formulated which is to examine the evolution of the importance and
comparative advantages of the EU and US agri-food sector in world trade in 1995-2015.

Data and methods

This study relies on data from UNCTAD (United Nations Conference on Trade and
Development) resources. To identify the evolution of the importance of the EU® and US in
world agri-food trade, the analysis covered the value, balance and growth rate of trade and
the shares of the countries considered in global exports and imports.

The following indicators were used in the comparative advantage analysis: Balassa’s
Revealed Comparative Advantage (RCA), Vollrath’s Revealed Competitiveness (RC), the
Revealed Symmetric Comparative Advantage (RSCA) as per the formula proposed by
Laursen and Dalum et al., and the Lafay’s Trade Balance Index (TBI).

The Balassa’s Revealed Comparative Advantage (RCA) is the ratio between the share
of exports of a product in world trade and the share of exports of the entire sector in world
trade (Balassa, 1965):

RCA;; = RXAji= (X / Xik) / (Xnj / Xnk) (1)

with: X — exports, i — country under consideration, j — product (product group) under
consideration, k — all goods, n — reference country (countries).

If above one, RCA means a favorable competitive situation. Lower values demonstrate
the absence of comparative advantages (Balassa, 1965; Peterson, 1988). In this form, RCA
was used to assess the competitive position of the agri-food sector by many researchers,
including Anderson (1990), Leishman, Menkhaus and Whipple (1999) and Banterle (2005).
The weakness of the Balassa’s index is that the comparative advantages are estimated based
solely on the value of exports. A more comprehensive approach to the analysis of

’ The dynamic nature of competitiveness was already noted by Porter (1990) and Landau (1992), and the dynamics
of comparative advantages were analysed by Vollrath (1985).

% In order to ensure an objective (undistorted by subsequent enlargements of the EU) assessment of changes over
time, the EU was treated as a group of 28 member states during the entire period under consideration.
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comparative advantages, taking both the import and export performance of a country into
consideration, was proposed by Vollrath (1989) who developed the Revealed
Competitiveness (RC) index which is the difference between natural logarithms of the
revealed comparative advantage in exports (RCA=RXA) and of the revealed comparative
advantage in imports (RMA, calculated similarly):

RCjj = In (RXAj) — In (RMAj) )

Positive RC values indicate the existence of a competitive advantage whereas negative
values mean an unfavourable competitive situation. The competitive position of agri-food
products was estimated with the use of the Vollrath’s modified indexes of revealed
comparative advantage by many researchers, including Bojnec (2001), Rytko (2003),
Banterle and Carraresi (2007), as well as Pawlak and Poczta (2011).

Because of the asymmetric distribution and the absence of a finite upper limit of RCA,
several modified formulas were developed with a symmetric distribution (Postuszny, 2011).
Laursen (1998) and Dalum et al. (1998) adjusted the RCA, enabling the definition of
Revealed Symmetric Comparative Advantages (RSCA), calculated as follows:

RSCA;; = (RCA; — 1)/ (RCA; + 1) 3)

RSCA falls into the interval [-1,1] with negative and positive values indicating,
respectively, the absence and existence of a comparative advantage. De Benedictis and
Tamberi (2002) claim that the above transformation of the Balassa’s index does not provide
any benefits in terms of interpretation. However, when combined with the Lafay’s Trade
Balance Index (TBI), it may enable the creation of a matrix to synthetically assess the
competitive position of specific countries trading in specific products or product groups in
selected reference markets (Widodo, 2009). TBI falls into the interval [-1, 1] and may be
determined as follows (Lafay, 1992):

TBI; = (Xi — My) / (X + My) 4)

Positive values indicate a specialized country and usually mean a trade surplus, whereas
negative values are characteristic of countries with no export specialisation which are net
importers of the product or product group concerned. Considering the RSCA and TBI
values, Widodo (2009) developed a matrix enabling the identification of four competitive
position scenarios for a country, depending on the level of its comparative advantages and
on the level of its export specialisation (Fig. 1)°.

In this study, the product mapping schemes were developed for two research periods:
1995-1997 and 2013-2015. The applied methodological approach allowed to assess the
long-run ability of the EU and US agri-food sector to compete in global trade and to answer
the following questions: Did changes in the trade commodity structure in these countries
appear in accordance with the principle of comparative costs? Is it possible to consider
them as rational from this point of view? Such an analysis gives grounds for making some

° This product mapping scheme was used by many researchers, including Ervani (2013), Ishchukova and Smutka
(2014) and Benesova et al. (2017), in their studies on the international competitiveness of the agri-food sector.
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recommendations regarding the potential reorientation of the trade commodity structure due
to their comparative advantages being the source of their favourable export specialisation.

o Group B: Group A:

é\t Comparative advantage Comparative advantage

9 Net-importer Net-exporter

22 (RSCA>0 and TBI<0) (RSCA>0 and TBI>0)

o Group D: Group C:

l/,: Comparative disadvantage Comparative disadvantage

Lm) Net-importer Net-exporter

~ (RSCA<0 and TBI<0) (RSCA<0 and TBI>0)
TBI<0 TBI>0

Fig. 1. Product mapping scheme based on the level of comparative advantage and export specialisation by Widodo
Source: Widodo (2009).

Comparative advantages were analyzed at the level of product groups identified in line
with the Standard International Trade Classification (SITC). The timeframes of this study
were determined by the availability of complete essential data comparable on an
international basis.

Value of trade and the EU and US share in world trade in agri-food
products

In 1995-2015, as the globalisation of the world economy and regional economical
integration processes were progressing, there was a boost in the global agri-food trade. The
world’s largest agri-food exporter were the EU countries which accounted for
approximately 39% of the global exports in mid-2010s, generating an annual revenue of
around USD 553 billion (in 2013-2015). Note however that the trade with non-EU
countries (at an average annual level of USD 146 billion in 2013-2015) represented slightly
more than % of the total agri-food exports in this group of countries. This means a share of
only slightly more than 10 percent in the world exports, a result comparable to that of the
US (Table 1). The high share of intra-EU flows in the EU’s agricultural exports is
determined by similar consumption patterns and food marketing systems (Reed, 2001), in
addition to geographic proximity and absence of mutual trade barriers. In 2013-2015, with
an average annual value of exports of USD 141 billion, the US were the world’s second
largest exporter of agri-food products. Notably, in 1995-2015, the growth rate of agri-food
exports from the EU and US was below the world average, resulting in a decrease of their
shares in the global exports by 6 percentage points and around 3 percentage points,
respectively.

Similar trends were observed for all key assortment groups in the structure of the EU
and US agri-food exports. In mid-2010s, the EU countries were the origin of approximately
60% of the world’s exports of dairy products and livestock; 45% of exported meat and meat
preparations; over % of the global export of cereals and preparations of cereals, as well as
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fruit and vegetables; nearly 30% of the world’s exports of sugar and sugar confectionery,
oils and fats. Note that despite the dynamic growth of the absolute value of exports, during
the last two decades, the importance of the EU countries as providers of the above
assortment groups to the global market has consistently reduced, especially when it comes
to more processed animal products, horticultural products, sugar and sugar confectionery
(Table 1). In third countries, the position of the EU countries as exporters of the latter group
and of dairy products has considerably weakened. In 2013-2015, following a decline by
nearly 13 percentage points and over 10 percentage points, respectively, the international
sales of these two product groups in non-EU markets represented less than 6% and slightly
above 15% of the world’s exports. Note also that when considering only the trade flows
with third countries, the EU’s share in the world’s exports of the aforesaid product groups
was no more than 11%. Meanwhile, the US have reduced their share in the global sales of
cereals and oilseeds. In 2013-2015, the exports of these assortment groups from the US
represented, respectively, around 14% and 30% of the global exports, compared to 26% and
47% in 1995-1997. Even though their importance in world trade has declined, the US
export more cereals, oilseeds, fruits, vegetables, meat and meat preparations than the EU to
third countries.

Conversely, in 1995-2015, the US increased their importance as an importer of agri-
food products (Table 1). Eventually, in mid-2010s, compared to EU and its trade
relationships with third countries, the US imported more animal products, cereals,
preparations of cereals, sugar and sugar confectionery, while having a smaller share in the
global imports of oils and fats, oilseeds and oleaginous fruits, fruit and vegetables, which
are produced in surplus quantities in the US and are traditionally exported because of the
cost and price advantages. Due to high level of food self-sufficiency, only small volumes of
animal products and cereals were imported to the EU from third countries. These goods
were mainly traded inside the EU and, considering the entire trade volume, allowed the EU
countries to reach a share of more than 25 percent in the global imports of cereals and
preparations of cereals, and a share of around 45 percent in the imports of animal products.
The EU countries’ share in the global imports of fruit and vegetables was at a similar level.
Also, they had a share of around 30% in the global imports of sugar, sugar confectionery,
oils and fats, and a share of 20% in the global imports of oilseeds and oleaginous fruits.

In 2013-2015, the average total value of agri-food imports to the EU, both from the
Single European Market and from third countries, following a two-and-a-half times
increase in the 1995-2015 period, was nearly USD 540 billion per year and represented
almost 38% of the world’s import volume (Table 1). During that period, the value of agri-
food imports to the US more than tripled. In 2013-2015, food imports to the American
market absorbed more than USD 130 billion per year, representing approximately 9% of
global imports. What should be noted is that even though the imports grew faster than the
exports, the US remained a net exporter of all key products in the exports structure except
for fruit and vegetables while experiencing a significant improvement in the trade balance
for meat, meat preparations, dairy products, oilseeds and oleaginous fruits. The EU
countries, due to the need to import products from other climate zones, have become an
increasingly important net importer of oilseeds, oils, fats, fruit and vegetables in the global
market while reporting a growing surplus of trade in animal origin products and cereals.



242 K. Pawlak

Table 1. Value of trade and the EU and US share in world trade in agri-food products in 1995-1997 and 2013-2015

Share in the Share in the
Exports world exports Imports world imports Trade balance
1995- 1995- 2013- | 1995 1995- 2013- | 1995-  2013-
Product group 1997 2013-2015 1997 2015 | 1997 2013-2015 1997 2015 | 1997 2015
Million USD ~ 1995=100 % Million USD 1995=100 % Million USD
EU in total
Live animals 5737 13025 2270 | 559 593 4739 9766 206.1 | 467 440 998 3259
Meat and meat 27538 65487 2378 | 562 458 | 23534 56802 2414 | 490 416 4004 8 685
preparations
Dairy products 25346 59025 2329 | 780 636 | 1935 44121 280 | 610 484 5990 14903
Cereals and
preparations of 22122 59809 2704 | 368 345| 17515 47573 2716 | 277 268 4606 12235
cereals
Oilseeds and 1762 8567 4862 | 113 106 7849 18920 2410 | 465 220| -6087 -10353
oleaginous fruits
Fruit and vegetables | 33608 85696 2550 | 458 369 | 43814 102840 2347 | 553 434 -10207 -17144
Sugar and sugar 7670 13539 1765 | 376 277 6730 15292 2272 322 305 940  -1753
confectionery
Oils and fats 9045 25784 2851 | 340 270 9969 30780 3088 | 371 316 924 -4996
Total 212076 552945 2607 | 446  38.6 | 218689 539656 2468 | 449 376| -6613 13288
EU - third countries

Live animals 1298 2440 1880 | 126 111 725 340 469 72 15 573 2099
Meat and meat 6205 11244 1812 | 127 79 5739 7634 1330 119 56 466 3610
preparations
Dairy products 8279 14069 1699 | 255 152 2697 1041 386 85 11 5582 13027
Cereals and
preparations of 8345 19084 2287 | 139 110 3943 7892 2001 | 62 45 4401 11192
cereals
Oilseeds and

‘ ) 430 1020 2370| 28 13 6511 11815 1815 | 386 138| -6081 -10795
oleaginous fruits
Fruit and vegetables 6460 14560 2254 | 88 63| 18569 39096 2105 | 234 165| -12109 -24536
Sugar and sugar 3782 2766 731 | 185 57 2692 4021 1494 | 129 80 1090  -1255
confectionery
Oils and fats 3244 6108 1883 | 122 64| 4397 12412 2823 | 164 127| -1153 6304
Total 68270 145793 2136 | 143 102 | 84414 164042 1943 | 173 114| -16144  -18249

The US

Live animals 591 907  1535| 58 4l 1700 3190 187.6 | 168  144| -1109 2283
Meat and meat 6809 17809 2616 | 139 124 2592 8686 335.1 54 64 4217 9123
preparations
Dairy products 781 5642 7220 | 24 61 723 2051 2837 23 23 58 3591
Cereals and
preparations of 15618 24725 1583 | 260 143 2241 9729 4342 35 55| 13377 1499%
cereals
Oilseeds and 7253 23755 3275 | 466 294 362 1798 4962 | 2.1 21 6891 21957
oleaginous fruits
Fruit and vegetables 7917 24483 3093 | 108 105 8351 30702 367.6 | 105 129 435 6219
Sugar and sugar 635 2276 3585 | 31 47| 1844 4712 2556 | 88 94| -1200 2436
confectionery
Oils and fats 2225 3254 1462 | 84 34 1625 6212 3823 | 6.1 6.4 600  -2958
Total 60615 141470 2334 | 127 99| 40624 130234 3206 | 83 91| 19991 11236

Source: (UNCTAD, 2017), own calculations.
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Comparative advantages of the EU and US in the world agri-food trade

Based on the calculated RCA values, it may be concluded that in 1995-2015, the EU
countries demonstrated revealed comparative advantages in the exports of products of
animal origin (RCA>1; Table 2). It is noticeable that during the period under consideration,
the EU has strengthened its competitive position as an exporter of less processed goods
(livestock) while experiencing a decline in exports of products with a higher value added
(meat, meat preparations, dairy products). However, an important observation is that after
excluding the intra-EU trade from the total flows, declining comparative advantages were
reported in the EU only with respect to exports of dairy products (RCA=1.78 in 1995-1997
and RCA=1.49 in 2013-2015). In 1995-1997, the EU countries held a relatively small
comparative advantage in the exports of sugar and sugar confectionery to third-country
markets (RCA=1.29). In 2013-2015, they had a comparative advantage in the exports of
livestock, cereals and preparations of cereals to non-EU countries (RCA=1.09 and
RCA=1.08, respectively).

Similar conclusions may be drawn from the analysis of Revealed Competitiveness
indexes (RC) which take into consideration both the export and import performance of a
country. According to this approach, a favourable competitive situation was recorded for
cereals and preparations of cereals not only in relationships with non-EU countries but also
with respect to total trade volumes (Table 2). Note also that as regards cereals and products
of animal origin, the EU’s competitive position, measured with the Vollrath’s index, was
deteriorating in the global market while getting stronger in third-country relationships. In
the period under consideration, the US demonstrated high (though declining) comparative
advantages in exports of cereals and preparations of cereals, oilseeds and oleaginous fruits
(RCA>1 and RC>0) while reporting an improvement of their competitive position in trade
in meat products and dairy products.

Note that in 1995-2015, both the EU countries and the US reached high comparative
advantages in trade in those assortment groups which corresponded to their highest shares
in global exports and generated a high, consistently increasing positive trade balance.
Similar conclusions may be formulated based on product mapping by comparative
advantage level and by export specialisation degree made with the Widodo method (2009).

In 1995-2015, the EU countries reached comparative advantages and run export
specialisation (RSCA>0 and TBI>0) in world trade in livestock, meat, meat preparations
and dairy products (Fig. 2). In 1995-1997 and 2013-2015, the exports of the above
commodity groups provided the EU countries with a 64% and a 55% share, respectively, in
global exports. The trade surplus of USD 26.8 billion reached in 2013-2015 was twice as
high as the positive trade balance of the total agri-food sector (Table 1). In third-country
markets, EU countries held the highest comparative advantages with respect to (and were a
net exporter of) livestock, dairy products and cereal products (Fig. 3). An important erosion
of their competitive position in third-country markets was observed for sugar and sugar
confectionery which, in 1995-1997, were among products providing a high comparative
advantage, a nearly 20% share in world’s exports and a trade surplus of USD 1 billion,
approximately. Meanwhile, in 2013-2015, together with horticultural products, oilseeds,
oils and fats, they formed a group with no comparative advantages which contribute to the
widening trade deficit (RSCA<0 and TBI<0). Together, these four assortment groups
absorbed over 40% of expenditure on foods imported from outside the EU, while
generating barely around 17% of revenue from agri-food exports to third-country markets.
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The reason for the increasingly negative balance of the EU trade in oilseeds and oils of
plant origin was the need to import them because many EU countries are not self-sufficient
in these products. In turn, the status of net importer of fruit and vegetables was determined
by highly intensive intra-industry flows resulting from the complementarity between
imported goods and intra-EU production.

Table 2. An evaluation of the EU and US comparative advantages in world trade in agri-food products in 1995-

1997 and 2013-2015

SITC 1995-1997 2013-2015
Product group
code  RCA RC RSCA TBI RCA RC RSCA  TBI
EU in total
Live animals 00 125  0.19 0.11 0.10 1.54 027 021 0.14
Meat and meat preparations 01 126  0.14 0.12  0.08 1.19 0.07 0.08  0.07
Dairy products 02 .75 0.25 027 0.13 1.65 025 024 0.14
Cereals and preparations of cereals 04 0.83  0.29 -0.10  0.12 089 0.22 -0.06  0.11
Oilseeds and oleaginous fruits 22 025 -141 -0.59  -0.63 028 -0.76 -0.57 -0.38
Fruit and vegetables 05 1.03  -0.18 0.01 -0.13 096 -0.19 -0.02  -0.09
Sugar and sugar confectionery 06 0.84 0.16 -0.08 0.07 0.72 -0.12 -0.16  -0.06
Oils and fats 4 0.76  -0.08 -0.13  -0.05 0.70 -0.18 -0.18  -0.09
EU - third countries
Live animals 00 0.88  0.76 -0.06 028 1.09 2.10 0.04 0.76
Meat and meat preparations 01 0.88  0.25 -0.06 004 077 046 -0.13  0.19
Dairy products 02 1.78  1.29 028 051 149 270 020 0.86
Cereals and preparations of cereals 04 097  0.99 -0.02 036 1.08 1.02 0.04 041
Oilseeds and oleaginous fruits 22 0.19 -2.45 -0.68 -0.88 0.12 -2.27 -0.78  -0.84
Fruit and vegetables 05 0.61 -0.79 -024 -048 0.62 -0.85 -0.24  -0.46
Sugar and sugar confectionery 06 129  0.55 0.13  0.17 056 -0.23 -0.28  -0.18
Oils and fats 4 0.85 -0.11 -0.08 -0.15 0.63 -0.57 -0.23  -0.34
The US
Live animals 00 0.45 -1.49 -0.38 -048 042 -1.33 -0.41  -0.56
Meat and meat preparations 01 1.09  0.52 0.04 045 126 059 0.12 034
Dairy products 02 0.19 -0.37 -0.68  0.04 0.62 091 -024 047
Cereals and preparations of cereals 04 204 157 034 075 144 0487 0.18 0.44
Oilseeds and oleaginous fruits 22 3.66  2.65 0.57 090 298 256 0.50 0.86
Fruit and vegetables 05 0.85 -0.40 -0.08 -0.03 1.07 -0.29 0.03 -0.11
Sugar and sugar confectionery 06 024 -1.46 -0.61 -049 047 -0.79 -0.36  -0.35
Oils and fats 4 0.66 -0.10 -021  0.16 035 -0.71 -0.49  -0.31

Source: (UNCTAD, 2017), own calculations.
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Fig. 3. Product mapping scheme for selected agri-food product groups exported from the EU by the level of
comparative advantage and export specialisation in 1995-1997 and 2013-2015 (trade with third countries,

Widodo’s method)

Source: (UNCTAD, 2017), own calculations.
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Fig. 4. Product mapping scheme for selected agri-food product groups exported from the US by the level of
comparative advantage and export specialisation in 1995-1997 and 2013-2015 (Widodo’s method)

Source: (UNCTAD, 2017), own calculations.

In the US, the highest comparative advantages (RSCA>0) and the highest trade
benefits reflected by the growing trade surplus in 1995-2015 (TBI>0) were observed for
oilseeds, oleaginous fruits, cereals, cereal preparations and meat products (Fig. 4) which, in
2013-2015, accounted for nearly 47% of total revenue from agri-food exports and generated
a positive trade balance of around USD 46 billion (Tab. 1), i.e. four times more than the
total agri-food trade balance. Throughout the period under consideration, no comparative
advantages (RSCA<0) were reported for livestock, horticultural products and sugar
confectionery exported from the US. In 2013-2015, this was also true for oils and fats.
These circumstances (except for fruit and vegetables in 2013-2015) were not encouraging
to engage into export specialisation in this field (TBI<0). However, importantly, in the last
period under consideration, the exports of product groups with no comparative advantages
(which strengthened the US role as a net importer) represented barely 5% of total agri-food
exports.

Concluding remarks

The EU countries and the US are the largest players of world trade in agri-food
products. Together, they accounted for approximately 48% of global food trade in mid-
2010s. In the last twenty years, their involvement in international exports and imports of
agricultural products has reduced by approximately 9 percentage points and 7 percentage
points, respectively. In 1995-2015, the EU countries held revealed comparative advantages
in the global market as regards exports of products of animal origin whereas the exports of
cereals, preparations of cereals, oilseeds, oleaginous fruits and meat products were the
source of revealed comparative advantages for the US. It is noticeable that during the
period under consideration, the EU has strengthened its competitive position as an exporter
of less processed animal products (livestock) while experiencing a decline in exports of
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products with a higher value added, such as meat, meat preparations and dairy products
which, in turn, were the source of increasingly higher comparative advantages for the US.
In view of the above, it may be concluded that in the coming years these two sectors may
prove to be the most sensitive ones to the increase of competitive pressure in the EU-US
bilateral trade and in global trade flows, especially in light of the potential trade
liberalisation.

It should be noted that both the EU countries and the US reached high comparative
advantages in trade in those assortment groups which corresponded to their highest shares
in global exports and generated a high, consistently increasing positive trade balance.
Therefore, it may be concluded that their comparative advantages were the source of their
favourable export specialisation profile, and the trade commodity structure in these
countries has changed in accordance with the classical comparative costs principle.
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