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Competitiveness in export markets is multifaceted... its not just 
cost of production
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The tariff story is all about Free Trade Agreements (FTAs)
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A proliferation of Free Trade Agreements (FTAs) is rapidly 
changing the global trade landscape

•FTA business is booming

•Old style agreements, being 
superseded by Deep & 
Comprehensive (DCFTAs)

•EU drives the negotiation process

•Even with an FTA, still potential for 
NTB, safeguards etc
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FTAs are already dominating trade for some key exporters – share 

of current exports (2014) covered by an FTA (orange includes TTIP / TPP)
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Although numbers of FTAs are growing rapidly, they remain 
long term projects
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Europe is accelerating its efforts on FTA’s, but three issues 
dominate... 
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Completion of the Transatlantic Trade & Investment Partnership 
(TTIP)  would create the worlds biggest trading block, but...

•DCFTA – products / services - ambitious 
attempt to harmonise standards agriculture is 
a relatively small part

•Uncertainty of content and timing – is this a 
more transparent process?

•EU Canada FTA as a model
•Tariff rate quotas for ‘sensitive ‘products
•Hilton Quota effect
•Devil in detail

•Consumer response to any perceived 
lowering of EU standards
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ñIf we donôt decide on these thorny issues... 

youôre not going to have a TTIP agreementò

Tom Vilsack Dec 2015

•Stumbling blocks – complex



Completion of Trans Pacific Partnership (TPP) would put EU (and 
others) at a disadvantage in many fast growing markets... 
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•12 countries account for 40% of Global GDP

•Agreement signed, but not ratified

•Complex agreement with multiple sub-
agreements

•Significant concessions made by Japan – rice 
and beef



China is the elephant in the room... 
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•Japan, Norway, South Africa, Sri Lanka and the GCC are 
currently in negotiations with China

•EU and China are currently negotiating a ‘bilateral 
investment’ agreement only

•An EU FTA with China likely to be 10 – 20 years before 
full implementation
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Death, taxes... and exchange rates
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Exchange rates - all currencies vary, but some vary more than 
others...
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Internal and external freight costs are key
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Big is beautiful – ships, ports and trade routes
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•North Europe is a global hub.  
Felixstowe, Southampton and 
London Gateway all able to handle 
18,000 TEU + ships

•North Asia - Northern Europe major 
trade route- West bound 14m 
containers (TEU),  East bound 7 m 
containers (TEU) in 2014.

•Favourable freight rates for East 
bound traffic

•Falling oil prices supporting lower 
freight rates



Bigger ships, bigger ports, busier freight routes all add up to 
competitive freight rates for UK exporters
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Source: Average freight rate quotations.  Based on 20ft (dry and reefer) rates from 
Europe, USA and Oceania, all in costs (excl. Insurance)
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Cost of production remains key “A competitive price remains the 
basis for everything”
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On average, the UK is a high cost, high quality producer of 
livestock products
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Consumers also have power – when they are motivated...
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Market access does not equal guaranteed consumer demand. 
Actual trade will be influenced by what consumers want...
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•EU consumers want non GMO / no hormone products

•Emerging market consumers want quality and safety, but not necessarily animal 
welfare

•Niche markets can provide opportunities – some US consumers want natural / 
hormone free meat

•Foodservice markets typically more price focussed / retail markets – typically more 
cautious



Putting it all together...
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Overall impacts – without free trade agreements the UK could 
be commercially excluded from attractive markets 

21

3460 3460

3350 3350

256 256 426 426

446 

45 
-

4,162 4,162

3,821
3,776

3000

3200

3400

3600

3800

4000

4200

4400

Now 2020 Now 2020

Europe NZ

China - Imported Cheese Cost US$ t - 2016

Wholesale price Shipping Tariff Landed price



‘Successful’ implementation of TTIP and other FTAs would open 
UK markets to more competition in products like beef...
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Access to the UK  market from countries such as USA would be modified by size of the tariff rate 

quota(?), exporters willingness to supply hormone free beef, consumer preferences, retailer / 

foodservice buyers, exchange rates etc.
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‘Successful’ implementation of TTIP could provide market 
opportunities for selected meat products in the US
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The US is typically a highly competitive meat producer, but their are opportunities for specialised 

products –natural / pasture fed, as well as some commodity cuts –ie pork ribs
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Outlook / Summary
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Competitiveness in export markets is not just about cost of production.

Tariffs, exchange rates, transport costs and consumer preferences all play a role.

UK exporters are in a favourable position regarding a number of these factors in many markets

For most livestock products the UK is a high cost, high quality producer.  Increasing production and 

processing productivity must be a core strategy for defending the local market and expanding exports

Livestock industries need to focus on areas they can control, or at least influence:

• Increasing production efficiency

• Engaging with the FTA negotiation process 

• Influencing consumer preferences


