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Introduction 
 
Worldwide, oilseeds are among the most important agricultural commodities exported.  Oilseed 

meal and edible oil can be obtained from the crushing of oilseeds.  The crushing process will be 

discussed in the next section.  In some Asian countries, as much as 40 percent of soybean 

consumption is in making soybean related products such as tofu and soy milk.  However, most 

demand for oilseeds still comes from the demand for meal and oil (Koo et al, 2004).  The 

demand for meal originates from the protein feed industry.  At the turn of the 20th century, 

Argentina boasted the seventh largest economy in the world, based primarily on meat and grain 

exports to Europe and North America (Sturzenegger, 1990).  Currently, Argentina is the world’s 

3rd largest producer and exporter of soybeans. 

 

With the recent agreement on a framework in the Doha Round for the WTO, trade liberalization 

is taking another step forward.  Export taxes get overlooked as only five countries carry this 

market distorting policy: Argentina, Malaysia, Indonesia, Russia and Ukraine (Zero-for-Zero, 

2001).  Until 1996, Brazil was another nation that employed differential export taxes as a means 

of boosting there soybean crushing industry (Bolling et al, 2001).  While export taxes were used 

as a shield, the most current analytical study found, estimated that Brazilian soybean oil and 

meal production would decline by 6.5 percent1 from the elimination of DETs but instead 

increased by 61.3 percent2 from the elimination of DETs in 1996.  In addition, Brazilian soybean 

exports increased by a remarkable 412 percent3 from the elimination of the BrazilianDET.  The 

                                                 
1 1997 Promar study - 1993 to 1995 local marketing year average v. 1996 local marketing year from USDA PSD 
Estimates 
2 1993 to 1995 local marketing year average v. 2002 to 2004 local marketing year average from USDA PSD 
Estimates 
3 1993 to 1995 local marketing year average v. 2002 to 2004 local marketing year average from USDA PSD 
Estimates 
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elimination of DETs is examined for its impact on soybean production, crush margins and export 

mix as between soybeans and soybean oil and meal in Argentina and its impact on World prices 

and trade. This study focuses on the export taxes applied to soybeans, soybean meal, and 

soybean oil as employed by the Government of Argentina, analyzing the impact of Argentine 

intervention on trade from the U.S. perspective. 

Problem Statement 

Argentina has a tremendous impact on the global trade of soybeans and soybean products, but 

would Argentina be as competitive without their current structure of export taxes? 

Objectives 

Explain export taxes graphically, calculate the impact of Argentina’s export tax structure with a 

crush margin model using monthly prices and discuss the effective rate of protection under 

Argentina’s fiscal policies.  Plus answer a few questions:  Are Argentina’s export tax policies the 

sole reason behind their success in the global market?  And would the elimination of those export 

taxes make the markets “fair”? 

Hypothesis 

Crush margins can display the current situation correctly and show Argentina’s “unfair” 

advantage in global trade. 
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Background 
 
2.1 Soybeans and Soybean Processing 

The primary use of soybeans and protein from the soybean meal is to provide a low-cost, high 

protein feed ingredient for fish, poultry, swine, cattle, and other animals4. Other uses range from 

tofu and soy sauce, to soy flour used in baked goods and high fiber breads.  In addition, the 

protein is used in industrial products such as plastics, wood adhesives, and textile fibers.  

Crushing is a term used to describe the process of capturing the oil and meal components of 

soybeans.  A 60-pound bushel of soybeans yields approximately 48 pounds of protein-rich meal 

and 11 pounds of oil.  It was not until after World War II that the livestock industry discovered 

the nutritional aspect of soybean meal5.  Soybeans are grown primarily for meal, and oil is a 

secondary product. 

There are several stages involved in the processing of soybeans: 1) planting; 2) harvesting; 3) 

threshing; 4) drying; 5) storing/transporting; 6) crushing.  The planting and harvesting times for 

the United States are nearly opposite of those in South America.  In the U.S. planting is primarily 

done in late April (depending on frost) to mid-May with the double-crop planting in mid-June 

while harvesting occurs from September through mid-November.  On the other hand, planting in 

South America extends for nine months (September through May) making double-cropping of 

winter wheat with soybeans more common.  Double-cropping is the practice of planting a second 

crop after the first crop is harvested.  If double cropping is to be successful, soybeans must be 

planted immediately after small-grain harvest.  Usually this small-grain is a winter wheat variety 

planted in the fall and harvested in the early summer.   

                                                 
4 American Soybean Association, www.asasoya.org 
5 www.soystats.com 
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Threshing consists of separating the beans from the pods (portion of the plant fruit that encases 

the soybean seeds.  "Drying" is a post harvest phase during which the beans are rapidly dried 

until they reach the "safe-moisture" level.  Due to the length of the growing season, weather 

conditions, or subsequent crops to be planted shortly after soybean harvest, farmers are forced to 

harvest soybeans with high moisture content.  This method of drying consists of exposing the 

beans to forced ventilation of air that is heated to certain degree in special equipment called 

"dryers". 

 

Soybeans have to be moved throughout the post harvest system.  This includes soybean transport 

from the fields to the threshing or drying site, and then to storehouses or to collection centers and 

further transport to processing industries or to bigger central storage buildings.  Losses during 

transport must be minimized, and loss means the difference in weight between the quantity 

loaded before transport and the quantity unloaded after transport.  Paved highways are more 

prevalent in the United States than in Argentina, where only 30% of the highways are paved 

(Huerta et al, 2002).6  The availability of rail lines and a common single gauge allows for larger 

load densities in the United States that further reduce transportation costs for commodities 

(Huerta et al, 2002).  Argentina’s waterways and overland transportation infrastructure are 

underdeveloped and generally sub-standard (Huerta et al, 2002).  Inefficient barge and railroad 

transportation systems have led to a dependence on slower, and more expensive, overland 

trucking (Huerta et al, 2002).  However, recent initiatives to deregulate and privatize railways 

and ports in both countries could lead to improvements in infrastructure (Huerta et al, 2002).   

                                                 
6 This is from a conference paper for the AAEA Annual Meeting in Long Beach, CA in July, 2002 and I assume that 
this percentage has not increased that much in 2 1/2 years. 
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Storage is an important phase of the post harvest system.  The main objectives of soybean 

storage are to permit deferred soybean use, to ensure seed availability for the next crop cycle, to 

guarantee regular and continuous supplies of raw soybeans for processing industries and to 

balance the supply and demand of soybean, thereby stabilizing its market price. Another major 

problem in Argentina is the underdeveloped on-and off-farm storage (Huerta et al, 2002).  

Increasing storage capacity would reduce the need for harvest-time sales, and shipment, which 

tends to depress harvest-time prices and create congestion at terminal elevators and port facilities 

(Huerta et al, 2002).  Significant investment in storage capacity has removed much of the need 

for harvest-time sales, reducing transportation and marketing costs for Argentine farmers.   

 

During processing, the soybeans are cracked to remove the hull and then rolled into full-fat 

flakes.  The rolling process disrupts the oil cells, facilitating solvent extraction of the oil.  After 

the oil has been extracted, the solvent is removed, and the flakes are dried, creating defatted soy 

flakes.  While most of the defatted soy flakes are further processed into soybean meal for animal 

feeding, the flakes can be ground to produce soy flour, sized to produce soy grits or texturized to 

produce textured vegetable protein (TVP) for food uses.  Further processing can produce high 

protein food ingredients such as soy protein concentrates and isolated soy protein.  These 

ingredients have functional and nutritional applications in various types of bakery, dairy and 

meat products, infant formulas and the so-called new generation soy foods.  Due to this 

difference in soybean use, two different types of soybeans have emerged: food beans and oil 

beans (Liu et al. 1995, Orthoefer and Liu 1995; Wilson, 1995).  
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Three general types of soybean processing plants are in use, and each provides various 

alternatives for processing: 1) Extruder/Expeller technology; 2) Preheat steam/Expeller 

technology; 3) Conventional Hexane plant.7 

 

Direct solvent extraction, referred to as "full" pressing or prepress-solvent extraction, can 

separate oil from soybeans.  Some crushing industries combine these extraction methods to 

maximize oil extraction and quality.  Solvent extraction is the most widely used method for oil 

extraction in the Western world. 

                                                 
7 http://extension.missouri.edu/ecregion/ag/soybean.doc 
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2.2 World Soybean Trade  
 
From the 1964/65 local marketing year for soybeans in Argentina to the 1971/72 local marketing 

year, soybean production stayed under 80 million metric ton8 (see Figure 1).  The following year, 

1972/73 marketing year, soybean production increased 349 percent while oil and meal 

production increased 362 percent (see A.3) and 431 percent (see A.4), respectively.9  The counter 

seasonal pattern of South America provides some advantage to Southern Hemisphere exporters 

of corn, soybeans, and wheat.  U.S. and international prices generally reach their lows at U.S. 

harvest time when supplies are at their most abundant.  Prices then gradually rise into the spring 

with carrying charges and accumulating demand.  Argentina and Brazilian producers are able to 

benefit from this price recovery during February to April, their traditional harvesting time.  This 

can be seen in Fig. 5, page 58, that the crush margins rise in January every marketing year. 

 

For Argentina, soybean production did not emerge until the late 1970s when production grew by 

742 percent between 1974 and 1979, but the share of world production was only 4 percent.10  By 

the late 1990s, Argentina had become the world’s leading exporter of soybean oil and soybean 

meal, garnering 41 and 37 percent market shares of world trade, respectively.  Where as now, 

Argentina commands a 17 percent share of world soybean production, just shy of Brazil and the 

U.S. with 29 and 37 percent, respectively.11  By that time, Brazil had established itself as the 2nd 

leading producer of soybeans, doubling China’s output.   

 
                                                 
8 USDA Production, Supply and Demand 2004, estimates of soybean local for Argentina and Brazil (No data prior 
to 1964/65 marketing year) 
9 USDA Production, Supply and Demand 2004, estimates of soybean local, soyoil local, soymeal local for Argentina 
and Brazil (No data prior to 1964/65 marketing year) 
10 USDA Production, Supply and Demand 2004, estimates of soybean local, soyoil local, soymeal local for 
Argentina and Brazil (No data prior to 1964/65 marketing year) 
11 USDA Production, Supply and Demand 2004, estimates of soybean local, soyoil local, soymeal local for 
Argentina and Brazil (No data prior to 1964/65 marketing year) 
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Annual worldwide soybean production has averaged 196 million metric tons per year from 2000 

to 2004.  In addition, about 30 percent of all soybeans produced were exported, and soybeans 

accounted for almost 84 percent of all oilseed trade (see Table B.3).  During that period, an 

average of 84 percent of soybeans was consumed for domestic crushing for production of meals 

and oils.  The United States, Brazil, Argentina, and China are the dominant producers of 

soybeans, accounting for about 90 percent of world soybean production.  The United States, 

Brazil, Argentina, and Paraguay are the leading exporters of soybeans, accounting for 96 percent 

of world soybean trade.  This reflects for China’s recent policy initiatives to expand their 

crushing sector. 

 

Soybean production in Brazil and Argentina has increased dramatically over the last decade, with 

production growing 3 and 2.5 times, respectively, since 1990 (see Figure 1).  While soybean 

exports have exploded over 13 times for Brazil since 1990, Argentina has only doubled their 

exports (see Figure 2).  But with respect to the meal and oil production since 1990, Argentina has 

seen there domestic crushing industry expand over 264 percent and Brazil has nearly doubled 

there capacity.  The largest demand for soybeans is China, as they have increased domestic crush 

capacity, since 1990, by 624 percent.  China is the biggest and fastest-growing market for 

soybeans, and the ability of the United States to compete with Brazil and Argentina in China is 

critically important. 
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Figure 1. Soybean Production for the Top 4 Producing Nations: 1970-2004 

 
Source: USDA Foreign Agricultural Service, Production, Supply and Demand online database, 

http://www.fas.usda.gov/psd/intro.asp, 2005 
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Figure 2. Soybean Exports for the Top 5 Exporting Nations: 1970-2004 
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Source: USDA Foreign Agricultural Service, Production, Supply and Demand online database, 

http://www.fas.usda.gov/psd/intro.asp, 2005 

 

The likelihood that Argentina will continue to increase soybean production at a significant rate 

depends largely on the development of their transportation system and the conversion of pasture 

land into cropland.  In Argentina, the potential for expanding soybean production into new areas 

is limited to convertible grazing lands and the price of crop substitutes (Huerta et al, 2002).  

Another alternative for Argentine producers is to switch production of other crops into soybean 

acres under appropriate price and technology conditions (Huerta et al, 2002).  This could prove 

difficult given that government officials in Argentina have approved the use of Monsanto's 



 - 11 - 

Roundup Ready corn by the nation's farmers. 12  Since soybeans are used in double cropping, if 

area of wheat harvested increases, soybean area harvested is likely to increase as well. 

 

Almost 70 percent of the 188 million metric tons of oilseed meal produced annually from 2000 

to 2004 consisted of soybean meal and one third of all soybean meal production was traded 

during that time (see Table B.4).  As of 2004, for the top four producers of soybean meal, United 

States, Brazil, China, and Argentina each consume 86 percent, 35 percent, 96 percent, and 3 

percent of domestic production.  In comparison, Argentina is the world’s largest producer of 

sunflowerseeds by 3 million metric tons and is the largest exporter.  Argentina is also the largest 

producer and exporter of sunflower oil and sunflower meal and consume about 30% and 20% of 

that production, respectively.  This indicates how Argentina is capable of consuming less than 

5% of its soybean crush production. 

 

In respect to oilseeds, world oil production of soybean and palm oil each accounted for 30 

percent of production from 2000 to 2004 (see Table B.5).  However, of the average 35 million 

metric tons of oil traded yearly, soybean oil only accounts for 25 percent while palm oil consists 

of 54 percent of oil exports world wide.  As of 2004, for the top four producers, domestic 

consumption of soybean oil, United States, Brazil, China, and Argentina amounts to 93 percent, 

50 percent, 100 percent, and 5 percent of domestic production.13  The 5 percent is because 

Argentina already fills domestic demand with sunflowerseed oil.  The increased South American 

production brings intense competition to the international oil market.  Malaysia and Indonesia 

have been aggressively marketing their palm oil, especially in Asia, resulting in intense 

                                                 
12 American Soybean Association, Soy Weekly Newsletter, 2005 
13 Production minus exports 
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competition for the soybean oil exported from the United States (Koo et al, 2004).  The two 

major palm oil exporting countries, Malaysia and Indonesia, rely on the international market for 

their palm oil industry, so it is expected that the competition will continue (Koo et al, 2004).  

Malaysia and Indonesia also apply export taxes on their major oilseed exports (Koo et al, 2004).   

 

The emergence of Argentina and Brazil in the international soybean oil market has attracted 

considerable attention and created an important challenge for the soybean industry in the United 

States.  It is worth noting that imports by China have been very unstable in recent years due to its 

changing trade policies.  Imports have come to a virtual standstill with China citing sanitary and 

phyto-sanitary issues.  Imports of soybean oil ranged from 0.1 million metric ton to 1.7 million 

metric ton in the 1990s but were over 2.7 million metric ton as late as 2003.  One of the major 

reasons for the drop in the imports of soybean oil to China is that they are attempting to build up 

their domestic crushing industry by encouraging imports of soybeans.  It is very important that 

the United States captures this emerging market in China. 

 

Because of changes in the international market, new issues have emerged for researchers and 

policy makers.  Great attention should be paid to the growth of the soybean sector in Brazil and 

Argentina.  Similarly, palm oil production and exports from Malaysia and Indonesia are 

dominating the vegetable oil market, which is closely related to the development of soybean oil 

production in the United States. 

 



 - 13 - 

U.S. soybean area harvested increased 27 percent from 22.9 million hectares (56.6 million acres) 

in 1990 to 29.9 million hectares (56.6 million acres) for 200414.  With planting flexibility and 

decoupled subsidy payments, US farmers planted various crops according to the market.15  This 

is correlated with the 1996 Farm Bill that decouple subsidy payments to farmers and this 

encouraged an increase soybean harvested acreage, because now they could plant what ever they 

desired and have counter-cyclical and direct payments fixed to historical yields and base acreage 

of a pre-determined crop, which does not have to be planted.  During this same 14-year period, 

soybean harvest acreage increased by 110 percent in Brazil and 182 percent in Argentina.  

Argentina’s soybean area harvested increased from 4.8 million hectares (11.8 million acres) in 

the early 1990s to an average of 13.6 million hectares (33.6 million acres) from 2002 to 2004.  

Yields during the same time period increased dramatically for Argentina and Brazil by 13 and 41 

percent to 39.7 and 40 bushel per acre, respectively, placing them both slightly above U.S. 

estimated yields at 38.2 bushel per acre from 2002 to 2004.  With combined increases in area 

harvested and yield, soybean production has increased over the last decade and a half by 219 

percent in Argentina and 197 percent in Brazil, compared to 37 percent in the United States. 

 

                                                 
14 USDA Production Supply and Demand estimates, I used 3 year averages for my starting and ending points. 
15 USDA Farm Bill website, www.usda.gov/farmbill 



 - 14 - 

Figure 3. Area Harvested For the Top 4 Soybean Producing Nations: 1970-2004 
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2.3 Differential Export Taxes 

An export tax is a tax levied by a government on an exported good.  Differential export taxes 

(DETs) are the net export tax differences of those which are applied at a higher rate on 

unprocessed raw material than those levied on the processed product. 

 

The net effect of DETs is to retain more of the raw materials in the domestic market, therefore 

domestic prices should fall below prices levels producers would have received if the raw 

materials were exported without the tax.  Because DETs lower domestic raw material prices, the 

processed goods can be exported at prices that are below those for competing goods that are 

produced in other countries from higher priced raw materials. As a result, DETs act as an export 

subsidy that provides unfair competition on the gross soybean processing margin in global 

markets. Typically, export taxes, embargoes and other export-restricting policies penalize the 

agricultural sector by forcing producers to rely on inefficient, overpriced domestic input 

industries because of lower rents on land and labor and by limiting access to international 

agricultural markets, thus distorting international trade.  This is not the case if the domestic 

industries are efficient and the government is attempting to increase revenue.  It is worthwhile to 

note that the export taxes have not slowed down Argentina’s soybean production and their 

quality is increasing. 

 

Export taxes could be a monetary policy used to keep foreign inflationary pressures at bay and 

domestic inflation low.  Export taxes could absorb price shocks to Argentine soybean farmers 

and crush mills.  For example, if the international price for soybeans in Argentina was $300/MT 

and the Argentine farmers receive $229.5/MT (net effect of export tax) domestically, then if the 
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international price were to drop by $70/MT to $230/MT, Argentine farmers would receive a 

price of $175.95/MT for soybeans domestically.  The difference in the international price was 

$70/MT, while the drop of domestic prices was only $53.55/MT, a savings if you will of 

$16.45/MT for Argentine soybean farmers.  To look at an example of rising soybean prices for 

Argentine crush mills, the international price for soybeans in Argentina might be $200/MT and 

the price paid to domestic farmers might be $153/MT (net effect of export tax), then if the 

international price were to rise by $70/MT to $270/MT, Argentine farmers would receive a price 

of $206.55/MT for soybeans domestically.  The difference in the international prices was 

$70/MT, while the rise in domestic prices paid to farmers was only $53.55/MT, the export taxes 

save crushing mills $16.45/MT of soybeans purchased for processing.   

 

Argentina currently applies an export tax of 23.5 percent on soybeans and 20.0 percent on oil and 

meal (see Figure 4).  Brazil is another country that has used DETs in the past on soybeans and 

soybean products and there is domestic pressure to apply them again (Bolling, et al., 2001).  

Malaysia and Indonesia use a similar system of DETs for crude and processed palm oil.  Russia 

and the Ukraine, although not members of the WTO, also use DETs, but on sunflowerseeds and 

sunflowerseed processed products (Ash et al, 2001).  However, export taxes are illegal in the 

U.S. under Article One, Section 9, Paragraph 5 of the Constitution of the United States of 

America, “No tax or duty shall be laid on articles exported from any State”. 

 

Currently, trade policy in Argentina has export taxes for oilseeds and their by-products ranging 

from 5 – 23.5 percent (see Figure 4).  Exporters are also eligible for export rebates which vary 

according to the agricultural processed product.  Processed products are rebated at a higher rate 
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than primary products.  These rebates are supposed to offset the taxes collected on the product 

during the manufacturing process.  According to industry analysts, for CY 2003, taxes on 

oilseeds and products transferred over US$1.5 billion to the Government of Argentina - money 

that was largely used to finance social programs.16 

 

In 2003, changes to income tax regulations require that grain and oilseed exporters pay income 

tax on the price of the commodity at the time a sales contract is written or on the date of export, 

whichever is higher.17  While the law was put into place late last year, the Government of 

Argentina has not clarified the implementation process, leaving many exporters in the dark as to 

how the government will calculate their taxes at the end of the year.18 

 

                                                 
16 USDA Foreign Agricultural Service, GAIN Report AR4026, released May 7, 2004, 
http://www.fas.usda.gov/scriptsw/attacherep/default.asp 
17 USDA Foreign Agricultural Service, GAIN Report AR4026, released May 7, 2004, 
http://www.fas.usda.gov/scriptsw/attacherep/default.asp 
18 USDA Foreign Agricultural Service, GAIN Report AR4026, released May 7, 2004, 
http://www.fas.usda.gov/scriptsw/attacherep/default.asp 
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Table 1. Current Argentine Export Tax and Rebate Tax List 
 
Description Export Tax (%) Export Rebate (%) 
Soybeans – Seed 5 0 
Soybeans – Grain 23.5 0 
Soyflour 20 2.05 
Soybean Oil 20 0.7 
Soybean Meal 20 0 
   
Sunflower – Seed 5 2.05 
Sunflower – Grain 23.5 0 
Sunflower Oil 20 0.7 
Sunflower Meal 20 0 
   
Cottonseed – Seed 5 2.05 
Cottonseed – Grain 13.5 0 
Cottonseed Oil 5 0.7 
Cottonseed Meal 5 1.6 
   
Peanuts (shelled and in-shell) 23.5 0 
Peanut Oil 5 1.15 
Peanut Meal 5 1.6 
   
Corn – Grain 20 0 
Corn Flour 20 3.4 
   
Wheat-Grain 20 0 
Wheat Flour 20 2.7 
Wheat Premix 5 5 

Source: USDA Foreign Agricultural Service, Argentina attaché report, 2004 
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Argentine Political History 
 
3.1  Pre WWII 
 
Argentina won its independence from Spain in 1810 and since then, there has been a struggle 

over protectionist policies and periods of internal political conflict between conservatives and 

liberals and between civilian and military factions (Diaz-Alejandro, 1967).  While the provinces 

of the north and west, which had developed modest manufacturing activities under Spanish 

domination, were protectionist, Buenos Aires favored free trade (Diaz-Alejandro, 1967). 

 

The key to Argentina’s astonishing growth between 1880 and 1920 was the Pampas region, an 

exceptionally fertile region that yielded copious grain harvests and provided pasture for most of 

Argentina’s cattle and about half its horses, sheep, and swine (Johns, 1992).  At the turn of the 

century, Argentina was one of the wealthiest countries.  In 1906, the new tariff law went into 

effect in Argentina setting an estimated unit value on each imported item (Diaz-Alejandro, 

1967).  The tariff could be expressed in ad valorem or specific terms (Diaz-Alejandro, 1967).  By 

1911, Argentina exported more than half of its rural production (Johns, 1992).  Diaz-Alejandro 

found that 1906-14 and 1925-40 the tariff levels were at levels which could be presume to have 

changed resource allocation from what it would have been under complete free trade coupled 

with a flexible exchange rate and different revenue sources for the public (Diaz-Alejandro, 

1967). 

 

The close ties to Britain and Spain had powerful influences in the nature of imports that could 

have been produced domestically (Diaz-Alejandro, 1967).  The people of Argentina would 

purchase the higher quality luxury goods from Europe (Diaz-Alejandro, 1967).  
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In the early 1930s, industrialization was not recognized as an important aspect of society at the 

time, because light industry and agriculture were the favorite exports at the time (Diaz-

Alejandro, 1967).  The U.S. and Europe were well suited in the production of heavy industry and 

long-term capital investment along with a secure labor force in manufacturing was not available 

in Argentina (Diaz-Alejandro, 1967).  The “underinvoicing” of exports was an illegal procedure 

often used to avoid the payment of export taxes.  The exchange control was instituted in 1932 

(Diaz-Alejandro, 1967). 
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3.2 Post WWII to Pre 1970s 

Protectionist barriers introduced by its main trading partners following the onset of the Great 

Depression in 1929 closed many of Argentina’s most lucrative export markets and contributed to 

a serious economic decline in the country.  Between the 1930 coup and the end of the last period 

of military rule in 1983, the country had a series of more than 20 leaders, with mostly weak 

civilian governments interdispersed with military governments (Ayres, 1976). 

 

General Juan Domingo Peron, president of Argentina from 1946 to 1955 and 1973 to 1974, 

founded the Justicialist Party (PJ) in the 1940s.  Initial competition among Communists, 

Socialists, and Syndicalists19 gave way to a predominantly Peronist orientation in the 1940s, but 

the term “Peronist” covers a multitude of tendencies (Ayres, 1976).  He built this populist 

movement on a foundation of statist20 and strong pro-labor policies.  After Juan Peron’s fall in 

1955, the General Confederation of Labor (CGT) was consumed by factionalism of a personal 

nature and by conflicting orientations toward anti-labor governments (Ayres, 1976).  By the time 

of Peron’s return, the principal unions were in the hands of Peronist labor bureaucrats, but these 

were under attack by a small but strident minority of “classist” or “combative” leaders of a more 

avowedly Marxist persuasion (Ayres, 1976).   

 

In 1958-59, the country was running a balance-of-payments deficit which was draining its 

foreign-exchange reserves (Braun et al, 1968).  The government then embarked on a stabilization 

program, of which important features were (Braun et al, 1968):  

                                                 
19 A radical political movement that advocates bringing industry and government under the control of federations of 
labor unions by the use of direct action, such as general strikes and sabotage. 
20 A practice or doctrine of giving a centralized government control over economic planning and policy 
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(1) the elimination of all exchange controls and the creation of a single foreign-exchange market 
with a freely floating rate;  
(2) elimination of domestic price controls;  
(3) credit and budgetary restraint;  
(4) inducements to foreign capital investment. 
 
 
 
The government of Argentina would inflate wage rates to ease the income distribution.  

Agricultural prices went up by 150% while the effective rate of exchange for exports went up by 

170% (Braun et al, 1968).  Availability of credit was suffocated and the increased profits had to 

be reinvested (Braun et al, 1968).   

 

In 1960 and 1961, the situation was reversed (Braun et al, 1968).  The effect of all this was that 

while production increased rapidly during 1960 and 1961, there was a reduction in the rate of 

price increases; real wages rose and the balance of payments on current account deteriorated 

sharply (Braun et al, 1968).  After a newly elected government took over in October 1963, 

imports fell and exports increased more than they did in the previous recession and the prices of 

agricultural goods increased (Braun et al, 1968). 

 

In 1964, the rate of exchange was stabilized; real money increased; production increased; the rate 

of price increases slowed; real wages rose and the balance of payments deteriorated (Braun et al, 

1968).  The main impulse to reflation was not investment, however, but deliberate deficit 

spending by the new Government and the ending of the credit squeeze, which improved liquidity 

and increased consumption (Braun et al, 1968). 
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3.3 1970s to Present 

After World War II, a long period of Peronist authoritarian rule and interference in subsequent 

governments was followed by a military junta that took power in 1976 (CIA Factbook, 2004). 

Democracy returned in 1983, and numerous elections since then have underscored Argentina's 

progress in democratic consolidation (CIA Factbook, 2004). 

 

On May 25, 1973, Hector Campora, a Peronist, took over the Argentine presidency, ending 

almost seven years of ceaseless military rule (Ayres, 1976).  The Act of National Commitment, 

or the “Social Pact”, was signed by the General Confederation of Labor (CGT), the General 

Economic Confederation (CGE) and the Argentine government to deal with the inflationary 

volute or spiral (Ayres, 1976).  The Social Pact was to be of two years duration ending on June 1, 

1975 (Ayres, 1976).  The prices of all goods and services were frozen at existing levels with the 

prices of some basic goods even rolled back (Ayres, 1976).  The agreement allowed for a 40% 

across the board increase in family allowances and a similar across the board wage increase of 

200 pesos per month (Ayres, 1976).  This meant that the lower-paid workers benefited 

proportionately more than the higher paid workers, because the increase in wages is a higher 

percentage of total income for lower-paid workers.  These increases in wages and family 

allowances were to be absorbed by businesses (Ayres, 1976).  To monitor these new policies, the 

National Commission on Prices, Incomes, and Standard of Living (CONAPRIN) was created 

(Ayres, 1976).  Inflation was the result of creating more paper money.   

 

The third major participant, the Argentine government, determines interest rates, purchasing 

prices for numerous agricultural commodities, prices of basic items in the family budget, import 
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and export duties and so forth (Ayres, 1976).  The State is the largest employer in Argentina 

(Ayres, 1976).  The State has more frequently appeared as the transitory representative of a 

lobbying group than as a structure with its own interests, goals, and the means of their attainment 

(Ayres, 1976).  Despite the emphasis on import-substitution industrialization, much of Argentine 

industry is crucially dependent on imports of capital and intermediate goods for the production of 

final products (Ayres, 1976).  During the initial period of the “Social Pact”, the prices of many 

such imports rose drastically (Ayres, 1976).  Producers of goods with a high import component 

suffered accordingly, since they were prohibited from transferring such cost increases to prices 

(Ayres, 1976).  Some of the price increases during 1974 and 1975 were, therefore attributable to 

“imported inflation” (Ayres, 1976).  Firms were not allowed to pass on higher costs through to 

their prices according to the “Social Pact”.  The Government of Argentina printed money to 

increase wages across the board and froze the prices of domestic goods and services.  This had 

the effect of devaluing the Argentine currency thus making domestic goods cheaper and than 

import goods and services.  Soybeans are a high input component for soybean meal and oil.  

Perhaps crush mills avoided this “imported” inflation, and sought domestic soybeans and this 

demand drove up production in the early 1970s as evidenced by the jump in the production of 

soybeans according to Figure 1, pg. 9. 

 

In the Peronist political economy, the State paid more attention to demand than to supply, more 

attention to consumption than to investment (Ayres, 1976).  The increased purchasing power of 

workers came to play upon the relatively inelastic supply, therefore price was not responding to 

increased consumer demand (Ayres, 1976).  An additional factor working against increasing 

supplies was the export boom (Ayres, 1976).  The nontraditional exports were stimulated by a 
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promotional scheme on the part of the government, as well as by the rise in prices in 

international markets (Ayres, 1976).  One of the indirect and unintended consequences of the 

“Social Pact” was to increase exports, and to do so at some cost to domestic supply of certain 

products distinctly “un-Peronist” policy (Ayres, 1976).  There was an inability of the state to 

police the agreement (Ayres, 1976).  The State soon experienced a shortage of basic 

commodities (Ayres, 1976). 

 

After numerous commercial protocols, Argentina and Brazil signed the Treaty for Integration, 

Cooperation and Development (TICD) in November 1988, setting the stage for a common 

market between them within ten years.21  Its objective was the elimination of all tariff and non-

tariff barriers on the trade in goods and services by a gradual process.  A significant increase in 

trade flow between both countries motivated them to accelerate the integration process.  Soon 

thereafter in May 1989, Carlos Saul Menem, the candidate of the Justicialist Party (a pseudo-

peronist party) was elected president.  This was Argentina’s first transfer of power between 

democratically elected leaders in more than sixty years.  In his first term, 1989-95, Menem 

privatized widely, lowered tariffs and invited foreigners into the once-sacred domains such as oil 

and mining.   

 

Soon after the TICD was signed, Paraguay and Uruguay were invited in 1990 to participate and 

the four countries signed an agreement, to be known as the Treaty of Asuncion, to create a 

common market in March 1991. The Treaty, which was ratified in November 1991, created 

Mercosur (the Mercado Comun del Cono Sur, the Common Market of the Southern Cone).  The 

                                                 
21 Multinational Business Review, Fall 2002, Iksu Jurn and Hong Y Park, St. Louis University, John Cook School of 
Business, Boeing Institute of International Business, 
http://www.findarticles.com/p/articles/mi_qa3674/is_200210/ai_n9109923/pg_1 
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purpose of Mercosur was to create a common market in which goods, services and people can be 

freely moved among member countries and macroeconomic policies can be coordinated and 

harmonized in order to ensure free competition.  The Mercosur has been taking a two-stage 

integration process, involving a (1) Free Trade Area; and a (2) Customs Union. 

 

Mercosur member countries also signed the Protocol of Ouro Preto in December 1994 to create a 

custom union, in which members apply a Common External Tariff (CET) to imports from third 

countries, starting on January 1, 1995.  Mercosur's CET has 11 different levels, from zero to 20 

percent.  With the temporary exceptions list allowed to each member, this customs union came 

into full effect by 2001 for Argentina and Brazil, and scheduled to come in to effect in 2006 for 

Paraguay and Uruguay. 

 

Mercosur widened the scope of its free trade area by signing association agreements with Chile 

and Bolivia in 1996.  Mercosur also signed in December 1995 an economic cooperation 

agreement with the European Union, seeking a broader free trade area by progressively 

liberalizing trade between the two regions. 

 

Meanwhile, the 1991 Convertibility Law, designed by Domingo Cavallo, Ministry of Economy 

from 1991-1996, established a quasi currency board and fixed the exchange rate at one peso to 

one U.S. dollar.  As a result, Argentina experienced an economic boom followed by a period of 

somewhat erratic growth, during which the country suffered from external economic shocks, i.e. 

Mexican peso devaluation.  Structural reforms coupled with monetary stability fostered major 

new investment in the 1990s in services and industry, including telecommunications, food 
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processing, banking, energy, and mining.  Unemployment has been a major concern and the 

equitable distribution of income.  To finance its fiscal deficits and meet its external obligations, 

Argentina relies heavily on capital inflows, thus making the country vulnerable to conditions in 

the international markets.  So in 1995, Argentina’s reform period was capped by the almost total 

elimination of trade restrictions within the MERCOSUR regional customs union. 

 

In May 1995, following a first term marked by economic success and political stability, President 

Menem was re-elected to a second four-year term with nearly 50 percent of the vote.  The 

Menem administration again pursued privatization, deregulation, fewer import barriers and a 

fixed exchange rate as cornerstones of his efforts.  During Menem’s second term as president, 

soybean production increased 11 million metric ton or 91 percent from 1995 to 2000 as a result 

of his policies and the recession.  In October 1999, Argentines voted for the Alianza Presidential 

candidate Fernando de la Rua with an administration that tried to push through decreases in 

public spending and tax increases to close the budget gap and hopefully lower interest rates. 

 

On June 15, 2001, President De la Rua’s Administration announced a new package of economic 

measures to reinvigorate the domestic economy.  These measures seek to complement the 

specific sector competitiveness plans.  The package includes some measures on taxation, foreign 

trade, and infrastructure.  Measures referring to the foreign trade sector include: 

• A so-called “convergence factor” mechanism that combines the Euro and the US dollar in 
the calculation of the exchange rate for all foreign trade transactions, except petroleum. 
(Please see specific report on Convergence Factor)  

• A reduction of the maximum import tariff on consumer goods exempted from the 
MERCOSUR Common External Tariff.  

• A reduction of reimbursements of internal indirect taxes to exporters.  
• A re-introduction of reimbursements to exports to other MERCOSUR countries  
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The compensatory trade mechanism (known as the Convergence Factor) which provides 

additional revenues for exporters and raises costs for importers.  Exporters will be able to claim a 

reimbursement when they convert their dollar receipts into pesos, equal to the average of the 

peso-dollar and peso-euro exchange rates. At present, the exporter would receive about seven 

extra pesos for every $100. The same procedure will apply in reverse for imports, which will 

become more expensive. 

 

On June 21, 2001, the Argentine Congress passed the “New Convertibility Law” under which the 

peso value will depend on both the US dollar (USD) and the Euro rather than being tied only to 

the USD.  This new law would only take effect once the Euro reaches parity with the USD.  In 

the meantime, the Ministry of Economy implemented a temporary system that applied only to 

foreign trade transactions, except petroleum, making imports more expensive and exports less 

expensive.  Argentine businesses and the Government of Brazil supported the temporary 

measure, but many analysts in the international community opposed it.   

 

In 2002, Argentina saw the severing of the 10-year government-imposed one-to-one link to the 

U.S. dollar, a collapse of the credit system, the freezing of bank accounts, and a 70 percent 

devaluation of the peso that greatly increased the profitability of all agricultural products, and 

particularly for tradeable commodities such as grains and oilseeds.  The Argentine Government 

eliminated the "convergence factor" that was implemented in June 2001 to provide a surcharge 

on imports and an equivalent payment on all exports.  A normal debtor country, such as 
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Argentina, has to borrow in foreign currency, so while a devaluation will help to reduce its trade 

deficit, it will also increase the local currency value of its debt. 
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Agricultural Trade Policies 
 
4.1 Argentina: Pre 1970s 
 
Industrialists had little political power and depended on those in control of the export sector for 

markets, foreign exchange, and credit (Johns, 1992).  Western Europe’s advanced industrial 

sectors, great demand for beef, grain, and wool, and steamships that delivered industrial 

commodities to and carried food products from Argentine, made manufacturing virtually 

unnecessary in Argentina and certainly less profitable than the exploitation of its apparent 

comparative advantages of extremely fertile land and relatively cheap immigrant labor (Johns, 

1992).  Industrial goods were easily imported from Western Europe and the U.S.; the nation’s 

capital-intensive infrastructure was built and mostly owned by foreign capital and the rental 

arrangements and rotating land use that dominated the Pampas region checked incentives to 

invest fixed capital in the countryside (Johns, 1992).   

 

Most of the capital in the early 1900s went for the purchase of land itself rather than for land 

improvement or machinery because of the rental system and its short tenures, the shifting of land 

use every few years between grains and pasture in many regions of the Pampas (Johns, 1992).  

Annual changes in the yields and prices of exports dictated both the nation’s import capacity, 

which was a function of the trade balance and the availability of hard currency, and the strength 

of the domestic market, which fluctuated along with profits, rents and wages (Johns, 1992). 

 

In 1906, the new tariff law went into effect in Argentina setting an estimated unit value on each 

imported item (Diaz-Alejandro, 1967).  The tariff could be expressed in ad valorem or specific 

terms.  Diaz-Alejandro found that 1906-14 and 1925-40 the tariff levels were at levels which 
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could be presume to have changed resource allocation from what it would have been under 

complete free trade coupled with a flexible exchange rate and different revenue sources for the 

public (Diaz-Alejandro, 1967).   

 

Agricultural and export led growth in Argentina continued until the world crisis of the 1930’s, 

when the comparative advantage of agriculture began to decline (Sturzenegger, 1990).  Two 

principal factors were involved:   

• First, the external terms of trade worsened for agricultural products and;  

• Second, because of population growth, land became a less abundant factor of production 

and; 

• Third, as exports decreased, internal demand replaced exports as the leading growth 

factor.  

This improved relative conditions for industrial production.  Improvement also encouraged by 

moderate increases during the 1930s in tariffs on imports (Diaz-Alejandro, 1975) and external 

exchange restrictions were imposed because of balance of payments problems (Sturzenegger, 

1990). 

 

Government intervention in Pampean agriculture (see A.8 for map of region) was very weak 

before the 1930s (Sturzenegger, 1990).  Here it is shown that intervention was almost exclusively 

relative to tax revenue services.  Because import tariffs were around 20 percent, an indirect 

disprotection of Pampean products resulted (Sturzenegger, 1990). Even storage facilities in cities 

and ports were built by the private sectors, chiefly rail and exporting companies (Sturzenegger, 

1990). 
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During WWII, Pampean product prices deteriorated, mainly on account of exogenous factors 

(Sturzenegger, 1990).  After World War II, international trade began to expand at a high rate, and 

agricultural prices rose substantially, deterioration continued for Argentina as a result of policy 

intervention (Sturzenegger, 1990).  This was probably a good opportunity for Argentina to 

increase its exports, but government intervention began to favor import sectors over export 

sectors by decreasing inputs for manufacturers.  There was strong protection for domestic 

manufacturers and high taxation on agricultural exports (Sturzenegger, 1990).  Following most 

devaluations or increases in the international prices of agricultural exports, export taxes had 

increased (Sturzenegger, 1990).  When the real rate of exchange or international prices were 

decreasing, such ad valorem taxes were reduced (Sturzenegger, 1990). 

 

The standard explanation for these policies (Diaz-Alejandro, 1975; Cavallo and Mundlak, 1982) 

may be summarized as follows:   

Political and ideological factors associated with populism, nationalism, and anti-liberalism 
characterized the Peronist movement.  The urban working class provided the main support for 
this movement.  To improve working-class living conditions by maintaining low prices for food 
and by sustaining increases in demand for urban labor through rapid industrialization.  Large 
stocks of cereals and of foreign reserves had accumulated during the war years.  Probably a 
pessimistic view concerning the long-run evolution of the external agricultural terms of trade. 
 
 
 
DETs are a vestige of the policies pursued by Juan Peron (President of Argentina from 1946-

1955 and 1973-1974.).  In order to strengthen Argentina's economy, Juan Peron created the 

Argentina Institute for Promotion of Exchange (AIPE), a monopoly that handled all commodity 

exports.  Farmers were forced to sell to the government at low prices and then the government 

made a profit on export sales.  This depressed local prices to the betterment of the government 
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and workers.  The populist government at work for the people.  If low commodity prices were 

desired, the elimination of tariffs would be the obvious choice, but the government wants to raise 

revenue as well. 

 

This decline in grain production began to create balance of payments problems, which were 

compounded by the deterioration of agricultural external terms of trade.  There was some 

amelioration of the policies against agriculture during the last half of the Peronist era and the 

policies were changed substantially for the better after 1955. 

 

At the end of the 1950s, technological research and extension began, through creation of the 

National Institute of Agricultural Technology (NITA) and subsidized credit for agricultural 

production was expanded (Sturzenegger, 1990).  This was far from offering full compensation 

for price discrimination, but it had a significant role in capitalization of the sector.  These 

technological and input policies were important in increasing Pampean agricultural productivity 

during the 1960s and more important in the 1970s (Sturzenegger, 1990). 
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4.2 Argentina: 1970s to Present 

During the 1960s and early 1970s, although price discrimination against agriculture was lower 

than during the Peronist years, it remained very high (Sturzenegger, 1990).  Other policy 

measures were tried to improve agricultural profitability through better technologies and lower 

input prices (Sturzenegger, 1990). 

 

Argentina’s system of protection has had several characteristics (Sturzenegger, 1990): 

• First, protection against imports has been very high.  

• Second, protection has been implemented through a very complicated system.  

• Third, these complications have made explicit tariffs poor indicators of implicit 

protection against imports.  

• Fourth, most imports have not been close substitutes for internal products because the 

implicit tariffs on competing implicit tariffs in relation to noncompeting imports.  

• Fifth, the economic behavior of many of these imports, within certain ranges, was like 

that of domestic goods because explicit protection (considering quantitative restrictions 

as explicit) was higher than implicit protection. 

 

During the second Peronist government, there was a strong improvement in external agricultural 

terms of trade in 1973 and 1974, combined with increased price discrimination against 

agriculture, mainly through high export taxes (Sturzenegger, 1990).   

 

Such interference with free market forces is a common characteristic of “national popular” 

governments (Ayres, 1976).  Under Peron, the Argentine state was involved in the fixing of 
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agricultural prices , the export trade in agricultural commodities, the distribution of cheap credits 

to national industries, the nationalization of banking deposits, the granting of wage bonuses to 

workers (the “Social Pact”), the manipulation of a complex multiple exchange rate system, and 

so forth (Ayres, 1976).  Such interventionism performed some valid economic functions; for 

instance, the significant redistribution of income which accompanied the early Peronist years is 

unlikely to have resulted from the unfettered operation of free market forces (Ayres, 1976).  

However, the money is unlikely to have gone to the people evading income taxes.  State control 

of beef and grain exports, stricter state controls on foreign investment, and state commercial 

agreements with socialist-bloc countries were legitimized on the grounds that such state 

involvement reduced Argentina’s external “dependency” and increased the economic 

independence of the country (Ayres, 1976).  In the 1973, “Social Pact”, substantial gains were 

confined mostly to the lowest paid laborers (Ayres, 1976).  The effects on agriculture were 

generally seen as negative by the principal interest associations in that sector (Ayers, 1976).  

Various policies overlaped and the effects of one policy are often neutralized by the effects of 

others. 

 

Mainly through commercial policy, there was strong discrimination against exports vis-à-vis 

imports.  Implemented through positive implicit tariffs that protected the import sector 

(Sturzenegger, 1990).  Mainly against agricultural and agro-industrial goods, because 

nontraditional exports were partially aided in overcoming the effect of overvalued exchange rates 

through the use of export subsidies (Sturzenegger, 1990).  Agricultural products faced the 

strongest discrimination, because agro-industrial exports (i.e. fertilizer, livestock feed, 

herbicides, and other agricultural inputs) benefited from disprotection of their agricultural inputs 
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(Sturzenegger, 1990).  There were lower taxes on agro-industrial exports than on agricultural 

exports (Sturzenegger, 1990).  To compensate partially for reduced agricultural prices, 

subsidization of some inputs to agriculture occurred and there were three main instruments 

(Sturzenegger, 1990): 

1. credit at subsidized rates of interest, 
2. tax exemptions for the purchase of machinery, and  
3. public financing for agricultural research. 

 
They received support because they were viewed as a way of increasing production without 

incurring agricultural price increases (Sturzenegger, 1990). 

 

The principal agricultural interest groups were not signatories to the Social Pact, but in August 

1973, the government concluded an “Act of Commitment with the Countryside”, promising to 

increase minimum commodity prices, agricultural credit, and tax incentives (Ayres, 1976).  The 

institutional arm of policy toward the agricultural sector was the National Commission of 

Concerted Agricultural Policy (Ayres, 1976).  The principal subjects of heated debate concerned 

the officially established prices of agricultural commodities and the planned introduction of a 

scheme designed to tax “potential productivity” (Ayres, 1976).   

 

Can the Argentine Government have the capacity to satisfy and sustain labor’s support while at 

the same time resisting the temptation to extract high costs from the rural and industrial sectors 

(Ayres, 1976)?  No.  Instead of allowing the market to work, the government forces opportunities 

in the agricultural sector to occur, these actions disrupt monetary markets.  Persistent pressure by 

landowners ultimately led to the abandonment of an agrarian reform project, the moderation of 

projected increases in agricultural taxes, and increases in beef prices and other consumer staples 
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(Ayres, 1976).  No important social sector in Argentina was willing to pay the price of 

redistribution or the cost of economic growth, and the state was unwilling to force them to pay 

(Ayers, 1976).  The money goes to the entrepreneurs, the profit seekers and there is an 

inefficiency, a dead weight loss, that the public does not want to incur. 

 

From 1976 to 1980, there were attempts to change policies to achieve a significant reduction in 

price discrimination against agriculture (Sturzenegger, 1990).  Overvaluation of the exchange 

rate after 1978 prevented this.  After 1980, agricultural price policies returned to previous 

patterns (Sturzenegger, 1990).  It has led me to believe that soybean meal and oil production has 

come as a necessity from export discrimination.  Domestic use of soybeans never exceeded 1 

million metric ton until 1980 and then increased at a steady rate from that period onward. 

 

In the early 1980s, the Government of Argentina adopted three principal policy instruments that 

were used in support of the import substitution strategy designed to promote economic growth 

and limit foreign debt and use of foreign exchange (Bolling et al, 2001): 

1. Tariffs and quantitative restrictions were applied on imported agricultural inputs to 
encourage the sale of domestically produced inputs.  Prior to 1977, import tariffs on 
fertilizers and agricultural chemicals were 60 and 65 percent.   

2. Export taxes on grain and oilseeds were introduced in 1982 to help pay for the budget 
expenditures incurred during the Malvinas-Falklands War.  The export taxes were 
initially set at 18 percent but varied annually.  Eventually, the taxes were expanded to 
most agricultural and agro-industrial products to ensure abundant, cheap supplies for 
domestic industries. 

3. Finally, the Government of Argentina frequently manipulated exchange rates in the 
belief that a fixed exchange rate would dampen domestic inflation.  Since domestic 
producers are paid in domestic currency units, an overvalued currency burdens the 
agricultural sector by reducing the demand for and lowering the farm value of exported 
products.   
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The transfer produced by the Government of Argentina’s exchange rate regimes often varied 

inversely with those produced by export taxes, i.e., when the exchange rate favored the 

agricultural sector, export taxes were raised and vice versa (Bolling et al, 2001).  Even the 

Central Bank of Argentina seems committed to the idea that “profitability continues at 

historically high levels, even when taking export duties into account”.22  But could profitability 

be higher? 

 

One distributional objective that is compatible with an export tax is if the government wants to 

stabilize the division of income between the agricultural and urban sectors.  Reductions in export 

taxes could be used in price stability and fiscal equilibrium.  The National Agricultural Program 

(PRONAGRO) (Secretaria de Agricultura, 1985) states (Sturzenegger, 1990):  

In this sense, a stabilization of agricultural prices will be promoted through a 
flexible policy of export taxes in order to regulate variations that the country, as a 
price taker, does not control.  The flexible uses of export taxes mean using them 
as an instrument of incomes policy for the sector and avoiding their utilization for 
only fiscal purposes. 

 
 

By the late 1980s, a growing list of economic ills was compounded by a slump in international 

commodity prices, global recession, and the full explosion of the world debt crisis (Bolling et al, 

2001).  At this time, taxes on agricultural exports were generating 20 percent of central 

government revenues, and by 1988, export taxes and currency controls represented over 50% of 

the value of agricultural export prices at Argentine ports (Bolling et al, 2001).  However, 

soybean exports had fallen to 0.516 million metric tons in 1989, while at a 15 year high of 3.1 

million metric tons reported five years earlier in 1983 (see Appendix A.6). 

 
                                                 
22 Inflation Report, Fourth Quarter 2004, Central Bank of Argentina, p. 27 
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In April 1991, the newly elected Menem government instituted a major currency realignment, 

the Convertibility Plan, followed by a series of dramatic market oriented policy changes, 

including privatization and deregulation measures that eliminated institutions and policies that 

had shifted resources from agriculture to other sectors for decades (Dohlman, 2004).  This had 

many changes (Dohlman, 2004) :   

1) elimination of all export taxes on major grain and processed oilseed products in 1991, except 
for the 3.5 percent tax on unprocessed oilseed exports;  
 
2) elimination of all quantitative restrictions on imported agricultural inputs;  
 
3) elimination of several government commodity agencies that held export monopolies for their 
respective commodities (e.g., the National Grain Board, the National Meat Board, and similar 
agencies for sugar and tobacco); and  
 
4) initiation of privatization in the marketing and transportation infrastructure, including state-
owned grain elevators, port facilities, and railroads. 
 
 
 
With the reduction of export taxes, soybean exports rebounded to a new high of 4.4 million 

metric tons in 1990.  Exports eventually dropped over the next 6 years to 0.725 million metric 

tons in 1996, even though soybean production increased slightly. 

 

Extensive privatization of the domestic marketing system combined with trade liberalization has 

allowed for a fuller transmission of international commodity prices and improved domestic 

producer incentives (Dohlman, 2004).  These domestic incentives were further reinforced by a 

period of high international prices in the mid-1990s.  The Law of Convertibility made the peso 

fully convertible at a fixed nominal exchange rate of 1 peso per U.S. $1 and guaranteed access to 

dollars to anyone at any time at this rate. 
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By the end of 1992, the privatization of state-owned grain elevators was nearly complete.  One of 

Argentina’s major short-term objectives was to encourage exports by reducing domestic costs of 

production (Dohlman, 2004).  One idea is to use export taxes to lower the domestic purchasing 

price of soybeans for soybean oil and meal processors and lessen the burden of value added 

taxes.  In November 1992, Argentina established an export tax rebate system, designed to offset 

the cost-increasing effects of internal value-added taxes on inputs (Dohlman, 2004).  The export 

tax rebate for corn, wheat, sorghum, and oilseed products was set at 2.5 percent of F.O.B price, 

Buenos Aires (Dohlman, 2004).  However, there was no tax rebate for unprocessed oilseeds 

(Dohlman, 2004).  A month later, the soybean meal rebate was eliminated, and the soybean oil 

rebate was lowered to 1.5 percent. 

 

By 1993, the average import tariff had been reduced to 14 percent (Dohlman, 2004).  The 

elimination of most export taxes reduced the transfers produced by the policy from 85 percent of 

the value of wheat, corn, sorghum, and soybean production in 1989 to 11 percent in 1992 

(Dohlman, 2004).  There is evidence that soybean exports were relatively stagnant as soybean oil 

and meal exports kept a steady pace from 1980 to present.  The only time soybean oil exports 

dropped was in 1988, 1999 and 2003, while soybean meal exports dropped 1988 and 2003 and 

stagnant growth over 1997 to 1999.  Soybean exports dropped to 1970s period-lows about every 

6-7 years, while steady growth never occurred until after the 1996/97 marketing year, which 

reflect the Asian crisis at the time (see Appendix A.6). 

 

As recently as January 2002, Argentina devalued the peso, a move that makes exports more 

competitive.  Since then, the peso has fallen about 70 percent against the dollar and domestic 
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prices for exportable goods have soared.  The government improves profitability through higher 

demand in a sector that is relatively closed, it also tends to decrease private consumption, which 

indicates substitutability between private and public consumption.   

 

In March 2002, export taxes of 10 percent were reinstated on most other primary products, but 

the tax on soybeans were raised to 13.5 percent and 5 percent on soybean oil and meal, creating 

an 8.5 percent differential.  Then in April of 2002, export taxes were raised to 20 percent for 

many agricultural products, including wheat, feed grains, and vegetable oils and meal.  However, 

soybeans were assessed a 3.5 percent surcharge, making the export tax 23.5 percent and 20 

percent for soybean oil and meal.  Soybean exports did not see the reduction in exports that 

soybean oil and meal saw in 2003.  Production was down as well.  The rebound occurred in 

2004/05 from low ending stocks from the previous year fostering world demand. 

 

In an article by Reuters found in the Wall Street Journal on January 3, 2003, the Government of 

Argentina stated, “We are considering increasing export taxes for products of mass consumption 

that are exported at a high rate and that have seen above-average price increases over the last 

year.”  They are exploiting there agricultural bases, instead of expanding their economy.  The 

expansion of the cultivated area responds to the price of land and right now rents are low.  The 

impact on soybean oil and meal is the same line of thought that will occur in the livestock sector.  

With such cheap if not subsidized inputs, one can expand the lesser taxed sector, this being the 

livestock sector because feeders pay 80 percent of the world price for corn and soybean meal.  If 

the bans on certain areas of Argentina are lifted for Foot and Mouth disease, exports of beef will 

likely increase and the opportunity for feeding more cattle could occur. 
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4.3 Rest of the World 

In July 1999, China imposed a 13 percent value-added tax on all imported soybean meal and oil 

to promote its domestic vegetable oil processing sector.  As evidence, China’s soybean imports 

jumped by over 30 percent to 13.2 million tons in 2000 and 18 million tons in 2003, while 

soybean oil and soybean meal imports both fell by 80 percent.  The processing sectors in 

Argentina, Brazil and the United States saw crushing margins squeezed by weakened export 

demand for meal and oil.  There is a competitive race to supply China’s demand for soybeans.  

Recently, as a result of poor trade policies, there is a standstill of soybean oil imports.  This is 

reflected in the drop of both oil and meal exports for Argentina in 1999. 

 

Economic Research Service (ERS) U.S. Department of Agriculture, has shown that South 

American soybean production has had an impact on the season-average soybean price received 

by U.S. farmers.  ERS has estimated that a 1-percent increase in South American soybean 

production reduces the season-average price received by U.S. farmers by about one-quarter 

percent (Chambers et al., 2004).  From the USDA Foreign Agricultural Service, Production, 

Supply and Distribution database at Argentina alone has increased area harvested by 14 million 

hectares which can be contributed solely to soybean production.  There is an incentive to produce 

soybeans in Argentina.  In addition, soybean exports have gone from being about 75% of the 

harvest to 25% since the late-1970s.  

 

The impact today of export taxes is relatively minor but in the long-run when tariffs are 

eliminated and subsidies are lowered who is to say that export taxation will not be adopted as a 

means of legally subsidizing to get around the WTO.  Who is to say that a country might not 
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adopt export taxes for their lumber industry i.e. taxing the logs but not the lumber?  One of the 

many challenges faced by world competitors is how to buy cheaper raw materials and create the 

valued-added product within their own borders.  It is difficulty for countries to do this when a 

country like Argentina with such a comparative advantage in the production of oilseeds and 

processed products has a “subsidy”.   
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4.4 Forms of Protection in Argentina 

Export protection has to be considered in relation to two different groups of exports: traditional 

and nontraditional exports (Sturzenegger, 1990).  The high protection against imports has 

reduced the real rate of exchange and has served as a strong disincentive of exports 

(Sturzenegger, 1990).  Yet, Argentina has taxed traditional exports highly, especially the most 

efficient agricultural sectors.  A traditional export such as edible oil, which had negative nominal 

protection, was able to grow at a very high rate (Sturzenegger, 1990).   This was because 

oilseeds, a very important input component of its cost, had stronger nominal disprotection, thus 

giving edible oil a high positive effective rate of protection enabling it to perform much better 

than the promoted nontraditional exports (Sturzenegger, 1990).   

 

The more price elastic is the domestic supply of import competing goods, the lower will be the 

duty aimed at maximizing tariff revenues, but the higher should be the duty aimed at the 

expansion of import-competing firms (Diaz-Alejandro, 1976).  Unless there exists a large 

number of imported goods which cannot be produced domestically, even tariffs aimed only at 

generating revenue will inevitably have protectionist effects (Diaz-Alejandro, 1976).  So, 

generating revenue could be a myopic excuse used to dispel negative inquiries. 

 

Argentina’s system of protection on oilseeds has had several characteristics (Sturzenegger, 

1990): 

1. Protection against imports has been very high  

2. Protection has been implemented through a very complicated system 
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3. These complications have made explicit tariffs poor indicators of implicit protection 

against imports  

4. Most imports have not been close substitutes for internal products because the implicit 

tariffs on competing implicit tariffs in relation to non-competing imports  

5. The economic behavior of many of these imports, within certain ranges, was like that of 

domestic goods because explicit protection (considering quantitative restrictions as 

explicit) was higher than implicit protection 

 

Post WWII, U.S. sponsorship of import-substitution industrialization (ISI) was linked to 

vigorous efforts to secure favorable conditions for U.S. foreign direct investment (Maxfield et al, 

1990).  Multiple exchange rates and tax systems were used to force traditional exporters to 

subsidize imports needed for ISI (Maxfield et al, 1990).  Agricultural investments were 

predominantly export oriented (Maxfield et al, 1990).  Internationalist firms urged protection for 

their foreign branch plants, in some instances at the expense of their smaller U.S competitors 

who might wish to export to Third World markets but lacked the political clout and financial 

wherewithal to risk doing so (Maxfield et al, 1990). 

 

In Argentina, former President Juan Peron’s industrialization program reflected a full-fledged 

strategic commitment to make industry the nation’s driving economic force (Maxfield et al, 

1990).  For Peron, the key to political power and rapid industrialization was capturing the rural 

sector’s export earnings and transferring a large portion to industry through state spending and 

low urban food prices (Maxfield et al, 1990).  This created a “snowball” effect.  The Argentine 

Institute for Trade Promotion bought exporters’ products at the least favorable of various foreign 
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exchange rates as a form of export tax used to subsidize the imports necessary for industry 

(Maxfield et al, 1990).  Internationalist businessmen urged officials to take a more constructive 

attitude toward Peron (Maxfield et al, 1990).   

 

A protectionist tariff can be offset by an overvalued exchange rate and exchange control may 

lead a country with zero tariffs to autarky (Diaz-Alejandro, 1976).  There was a bias in Argentine 

exchange rate policy before 1940 in favor of a relatively depreciated exchange rate (Diaz-

Alejandro, 1976).  Exchange depreciation has a stimulating effect not only on exports, but also 

on import competing activities (Diaz-Alejandro, 1976).  During 1946-55, a period when extreme 

protectionism became official policy, overvalued exchange rates often led to a discouragement of 

some import-substituting activities, such as oil extraction (Diaz-Alejandro, 1976).   

 

Protectionism in reverse was discussed prior to effective protection in which tariff rates applied 

to imports of raw materials and intermediate products were higher than those applied to the 

finished goods embodying those products and materials (Diaz-Alejandro, 1967).  This is 

commonly referred to as a negative rate of effective protection (Diaz-Alejandro).  With such 

complex input-output matrices, this does not prove negative effective protection as lower duties 

for other imported inputs could more than offset such negative influences, soybeans happen to be 

the only input for meal and oil. 

 

Government controls over authorization of import permits and foreign exchange were used to 

protect import substitution industries and limit profit repatriation by foreign corporations 

(Maxfield et al, 1990).  The reserves Peron had built up during the war were virtually exhausted 
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by 1948 because of the import requirements of his industrialization program (Maxfield et al, 

1990).   

 

There was widespread squeezing of agriculture in order to finance the new manufacturing 

activities.  This was done with price controls on many basic food items and by other forms of 

taxation (import substitution, ).  For example, limiting, if not banning beef from city markets to 

create cheaper substitutes for the people to “stretch” their income (import substitution, ).  In the 

1950s, investment was higher in Argentina but agricultural growth was very low.   

 

Exports facilitate employment of a country’s most plentiful resources and the exploitation of any 

economies of scale, they help prevent balance of payment problems and the stop/go situation that 

such problems often create, subject the exporting firm to international competition, and give an 

unambiguous focus to policy making (Burton, 1998). 

 

There were transfers of income and wealth between sectors (Sturzenegger, 1990).  Direct 

intervention in the prices of Pampean agricultural products were directed through export taxes, 

low effective exchange rates, and export prohibitions (Sturzenegger, 1990).  The reasons were 

the effectiveness and lower administrative costs as compared to marketing boards and a way to 

collect income tax from evaders at the farm gate. 

 

Indirect intervention through export taxes, export subsidies, tariffs, and quantitative restrictions, 

equilibrating variations in the real exchange rate associated with those restrictions on trade and 

by disequilibrium levels of the real rate of exchange associated with nonsustainable levels of 
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fiscal deficits and flows of foreign capital (Sturzenegger, 1990). Quantitative restrictions were 

used periodically to obtain equilibrium in the balance of payments as well as pressures from 

economic interest groups (Sturzenegger, 1990).  Disequilibrium levels in the exchange rate were 

unsustainable macroeconomic situations (Sturzenegger, 1990).  Price intervention was partially 

neutralized by credit policies, tax deductions, and public investment in agricultural research and 

extension (Sturzenegger, 1990).   

 

At the end of 1976, when drastic reductions were made in export taxes on Pampean production, 

reductions in tariffs and in quantitative restrictions (Sturzenegger, 1990).  At the end of 1978, the 

goal after five years was to reach tariff protection levels equal to or less than 20% for all sectors 

(Sturzenegger, 1990).  The degree of intervention continued to decrease but indirect intervention 

increased and the program ended in 1980-81 (Sturzenegger, 1990).   

 

Failure of reform occurred from overvaluation of the domestic currency, which occurred as a 

result of: drastic reductions in export taxes; the rapid financial opening of the economy together 

with a much slower commercial opening; expansionary fiscal policy; a rather restrictive internal 

monetary policy, which, when combined with the financial opening, generated a large inflow of 

external capital that placed additional downward pressure on the rate of exchange (Sturzenegger, 

1990). 
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Economic Impact of DETs 
 
5.1 Methodology 
 
We have discussed Argentina’s macroeconomic political instability and their phenomenal 

success in agricultural commodity exports, in particular soybean meal and oil.  Argentina has a 

tremendous impact on the global trade of soybeans and soybean products, but would Argentina 

be as competitive without the current structure of export tax policy?  This paper, as mentioned 

earlier only focuses on Argentina and the U.S. 

 

The market structure ultimately determines the equilibrium. Where products are relatively 

homogeneous and set-up costs are low, a large number of firms fiercely compete on prices, 

which are close to marginal cost.  In Argentina, set up costs are very high for building a crush 

facility and so firms might be pricing below marginal costs.  Nonetheless, export taxes are a 

revenue raising policy scheme for the government of Argentina.  This scheme is a mirror image 

of import tariffs; it places an economic wedge between the international and domestic prices.  

And just like tariffs, export taxes artificially cause domestic prices to be lower than international 

prices.  Thus an export tax places a burden on domestic producers by pushing down prices 

received.  This is a barrier to trade that Argentina has erected to provide their processing industry 

with the cheapest inputs, pricing out foreign soybean producers. 

 

It is often said that the impact of the DETs acts as a subsidy for crushing mills.  However, some 

people argue that there is not a subsidy because no funds are actually transferred to processors.  

Direct production subsidies occur in two main ways: 
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1. A specific payment from the government treasury per unit of the protected item, paid directly 

to the producer 

2. A subsidy on one or more critical inputs 

o lowering the input price below the free market value or; 

o by making direct payments to buyers of the targeted input based on their use of it. 

 

As demonstrated above, subsidization does not have to be a direct transfer of funds from the 

government to producer.  Eventually, these policies permit a larger share of the domestic market 

to be captured by local industry, but at a cost to domestic producers.  For Argentina, soybean 

farmers are protected from foreign competitors, but at a cost and the crush mills are subsidized 

by artificially lowering the input costs 
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Figure 4. Theoretical Depiction of Export Tax Effect on World Trade 
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The theoretical effects of exports taxes on whole soybeans and joint crush production of meal 

and oil are presented graphically in Figure 4.  A tax on the exports of whole soybeans (Fig. 4b) 

decreases the domestic price of soybeans to p2 from p1 (Fig. 4b) (p1 is also the world price Pw) 

and reduces import demand.  Because Argentina consumes sunflowerseed products instead of 

soybeans products, soybeans are funneled to the crushing mills for export.  When Argentina 

levies an ad valorem export tax on soybeans crush, this generates ES� (Fig. 4a and 4b) and lies 

above ES (Fig. 4a and 4b) by the percent value of the tax T at each volume of exports.  This 

should cause world prices, Pw to rise to Pw� (Fig. 4a and 4b) for both soybeans and crush, because 

Argentina is such a large producer of soybeans, they ultimately affect world prices as 

demonstrated by an ERS USDA study in 2004 (Chambers et al, 2004).  The effect of the export 

tax on soybean meal and oil (Fig 4a) decreases the actual port price received by crush mills for 

meal and oil from p2 to p3 (Fig. 4a) and reduces import demand, but also decreases the supply of 

soybean meal and oil.  This fairly depicts the current situation as competitors price themselves 

out of the market in Argentina, but the domestic demand is not strong enough to absorb the 

excess supply. 

 

Even though both soybean crush and whole soybeans are taxed when exported, the inputs for 

crush are taxed at a greater percentage effectively lowering the costs of processing.  This goes 

back to the argument that direct subsidization can occur by lowering input prices.  Processors are 

thus limited to seeking imports that can compete with the low input prices that export taxes 

effectively cause, which explains the lack of soybean imports.  This effect increases the demand 

for whole soybeans (Qd to Qd' Fig. 4b) for processing.  Government revenue is expressed in the 

rectangle jehg (Fig 4a and 4b).  In review of Argentina’s soybean trade data with the export tax, 
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this protective trade policy appears to cause the excess supply curves to become more price 

insensitive or inelastic.  When the supply function exhibits price inelasticity, there is potential for 

more price instability than before.  On the other hand, it appears as though Argentine processors 

have a monopsony on the supply of soybeans grown by Argentine farmers.  If soybean farmers 

are receiving such low prices, there must be some profit to be captured or long-term rents being 

captured. 

 



 - 54 - 

5.1a Crush Margin Model 
 
The gross soybean processing margin (the gross return per bushel of soybeans processed) is the 

main decision variable that processors use in deciding when and if to make binding commitments 

to process soybeans on future dates (Plato, 2001). Understanding how processors choose 

processing margins for future processing dates from among those available on successive days 

may help to resolve the ongoing concern about the level of competitiveness in processing 

agricultural commodities (Plato, 2001). 

 

Returns from processing soybeans into meal and oil are treated as being equivalent to the returns 

to a call option (Plato, 2001). This approach provides the opportunity to simulate processor 

choice of processing margin by evaluating the incentive of waiting for a larger processing margin 

versus the incentive of locking in the currently available processing margin for a future date 

(Plato, 2001).  Processing margins selected using evaluations of these incentives explained 

variation in soybean crush, whereas spot margins for the corresponding processing dates did not 

(Plato, 2001).  I tried to take this into account by lagging oil and meal prices by one month when 

calculating margins to simulate the effect that prices of oil and meal now affects purchasing 

decisions of soybeans next month.  However, this does not capture the idea that processors are 

hedging margins using spot rates not just next months expected prices.   

 

The crush margins were calculated in two ways: 

1. The margins at the export port are based on F.O.B. monthly prices, which are the world 

market prices that prevail after soybeans soybean products have moved beyond the influence 

of that port’s domestic fiscal policies.  These prices used in calculating the margins are 



 - 55 - 

received by crushers, net of the effect of export taxes and rebates using same month prices.  

This is referred to as the “net crushing margin”. 

2. Like before, the margins are based on F.O.B. monthly prices, net of the effect of export taxes 

and rebates.  However, these margins were calculated with soybean meal and oil prices 

lagged by one month to simulate the hedging of prices. 

 
 
Crush Margin Model for Argentina using same month prices 
 
� [(PoT * 18%) * (1 – tE)] + [(PmT * (80%) * (1 – tE)] – [PbT * tE] 
� PoT = Port price of soybean oil 
� PmT-1 = Port price of soybean meal 
� PbT = Port price of soybeans 
� tE  =  export tax rate 

 
Crush Margin Model for Argentina using lagged monthly meal and oil prices 
 
� [(PoT-1 * 18%) * (1- tE)] + [(PmT-1 * (80%) * (1- tE)] – [PbT * tE] 
� PoT-1 = Port price of soybean oil lagged one month 
� PmT-1 = Port price of soybean meal lagged one month 
� PbT = Port price of soybeans 
� tE  =  export tax rate 

 
Crush Margin Model for U.S. using lagged monthly meal and oil prices 
 
� [(PoT-1 * 18%) + (PmT-1 * (80%)] – PbT 
� PoT-1 = Port price of soybean oil lagged one month 
� PmT-1 = Port price of soybean meal lagged one month 
� PbT = Port price of soybeans 
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Table 2. Levels of Export Taxes and Rebates for Soybeans, Soybean Oil and Meal 
Export Taxes on Soybeans, Soybean Oil and Soybean Meal 
 Soybeans Oil Meal 

1998 3.5% -1.4% 0.0% 
1999 3.5% -1.4% 0.0% 
2000 3.5% -1.4% 0.0% 
2001 3.5% -1.4% 0.0% 

01/2002-02/2002 3.5% -1.4% 0.0% 
03/2002 13.5% 8.6% 10.0% 

04/2002-12/2002 23.5% 19.3% 20.0% 
2003 23.5% 19.3% 20.0% 
2004 23.5% 19.3% 20.0% 
2005 23.5% 19.3% 20.0% 

 
 
Because soybean meal and oil are byproducts of each other, for calculations, are considered as 

one product or a joint production.  Table 3 is an example of a calculated crush margin for 

Argentina using December 2004 average prices from the Argentina F.O.B. Buenos Aires port for 

soybeans, soybean oil and soybean meal from the March 2005, USDA FAS Oilseeds Circular.  A 

60 pound bushel of soybeans makes approximately 48 pounds (or 80 percent) of soybean meal 

and 11 pounds (or 18 percent) of soybean oil.  This means that 80 percent and 18 percent of the 

revenue of soybean oil and meal comes from one metric ton of beans, respectively.  To better 

explain, we will use the prices from Table 3.  From one metric of ton (MT) of soybeans23, we can 

extract 397 pounds of soybean oil24 and 1764 pounds of soybean meal25.  Because metric tons 

are a unit of mass not volume, a metric ton of soybeans weighs the same as a MT of meal or oil.  

Therefore, 397 pounds of oil extracted from one MT of soybeans is 18 percent of the weight of a 

MT of oil and thus 18 percent of the value of that MT of oil at port.  So, if the price of soybean 

oil at F.O.B. Buenos Aires is $492 per MT, 18 percent or $88.56 is the potential revenue portion 

coming from one MT of processed soybeans.  This logic is the same for soybean meal.  Even 

                                                 
23 One metric ton is equivalent to 2,204.62 pounds. 
24 (18% * 2204.62 lbs) = 396.8316 lbs 
25 (80% * 2204.62 lbs) = 1,763.696 lbs 
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though we are grouping soybean meal and oil as a of joint product of soybeans, we have to keep 

the prices separate when calculating product revenue from a metric ton of soybeans to account 

for the different export taxes and rebates.  In the calculations, it does not matter if the export 

taxes are netted from the F.O.B prices or netted from the product revenue, however slight 

rounding errors do occur. 
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Table 3. Crush Margin for Argentina Using Same Month FOB Prices From December 2004 

Commodity Argentina Price26  
Soybeans $223  
Soybean Oil $492  
Soybean Meal $143  
   

Soybean Crush Margin Price per MT Product 
Yield 

Revenue Per MT 
of Soybeans 

    
Soybean Oil $492 18% $89 
    
Soybean Meal $143 80% $114 
    

Total Product Revenue  98% $203 
    
Less Soybean Cost $223  - $223 
    

Crush Margin Before DET   - $20 
    
DET Effect:    
    
  Reduce Product Revenue 20.0%27   - $40 
    
  Reduce Soybean Cost 23.5%28   + $52 
    
  Net Subsidy to Crush Margin   $12 
    

Crush Margin After DET   - $8 
 

                                                 
26 All prices gathered ignore transportation and processing costs, thus assuming these costs are included in the price 
structure. 
27 [(492 * 18%) * 0.193] + [(143 * 80%) * 0.20] 
28 (223 * 0.235) 
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5.1b Effective Rate of Protection Model 
 
In addition to analyzing crush margins in Argentina, I wanted to compare them to the effective 

rate of protection (ERP), because we know that the processor reacts to changes in the cost of the 

production processes, and these are influenced by the effective rate.  The effective rate of 

protection is the protection accorded to the domestic value added good, in this case soybean oil 

and meal as a single product, not the total value of that processed product.  It depends on the tax 

rates levied on the final product and on the domestic inputs and on the share of those domestic 

inputs in the final product.  As an example, let us again use the F.O.B. Buenos Aires prices from 

December 2004 prices with soybeans at $223/MT and after processing that metric ton, the value 

added is 18 percent oil plus 80 percent meal at $89/MT and $114/MT, respectively.  So, soybean 

processing in Argentina using domestic inputs would have a domestic valued added of negative 

$2029 at free-trade prices, and Argentina does not import a significant amount of soybeans to be 

crushed domestically.  This alone should question the crushing sector in Argentina.  Nonetheless, 

the value added, net the effects of the export taxes, is a negative $8 per metric ton of soybeans 

processed, as seen in Table 3.  The difference in value added is $12, therefore the effective 

protection on the processed product is 60 percent (0.60 = $12/$20).  When the ERP is calculated, 

the denominator (pb – cb) must be viewed in terms of absolute value, that the numerator [(pd – cd) 

– (pb – cb)] is the “wind vane” for the truth of the ERP.  So, if there is a negative protection 

occurring, the numerator should pick it up. 

                                                 
29 ($89+$114) – $223 = -$20 
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Effective Rate of Protection Model 

ERP= (VAd – VAb) / VAb = [(pd – cd) – (pb – cb)] / (pb – cb) 
 

• pb – Port price 
• pd – Domestic price 
• c  –  Cost of input used in production per metric ton of output 
• pd =  pb * (1 – tE) 
• tE  =  export tax rate 

 
 

The value added using port prices can be viewed as the crush margin under free trade and the 

value added using domestic prices can be viewed as the crush margin net the effect of the export 

taxes.  Ultimately, the tax on the processed products reduces the effective protection on the final 

good.  What is more valuable, the data from the crush margins or the effective rates of 

protection?  Granted the ERP for December 2004 is 60 percent and is a product of the export 

taxes just like the crush margin, but processors produce and hedge based on crush margins not 

the ERP of the particular country in which production is taking place.  Nonetheless, based on the 

ERP of that country, that country’s crush mills could have a margin as competitive with that of 

the U.S., making the U.S.’s goal of being competitive in the world market more troublesome.   

 

Thus, it is the effective rate of protection that indicates the degree of resource allocation caused 

by the tariff structure.  The distortionary effect of protection rises with the degree of differential 

levels of effective export taxes between commodities, because that distorts the ranking of 

industries by comparative advantage.  A ranking of sectors by the height of their ERPs should 

indicate the direction that resources should move; the highest sectors gaining factors, and 

expanding output, relative to the lowest (Humphrey, 1969).  If the economy is initially close to 

full factor utilization and its supply grows slowly, then we would expect that the lowest �ERP 
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sectors actually would lose factors inducing real output to fall (Humphrey, 1969).  Export taxes 

are a form of direct protection.  If ERP>0, producers are protected, consumers (users) are 

disprotected.  If ERP<0, producers are disprotected, consumers (users) are protected. 
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5.2 Data and Testing 

All of the prices and quantities were obtained using data from the US Department of 

Agriculture’s Foreign Agricultural Service website.  The monthly prices for soybeans, soybean 

meal and soybean oil were collected from the USDA FAS Oilseeds Circular and range from 

October 1998 to March 2005.  All trade data was gathered from the USDA Production, Supply 

and Demand database.  Since production does not occur once a year, why should monthly prices 

be averaged over the entire year.  There is no weight given to price surges or falls, so whenever 

data is aggregated, you lose some integrity.  This method of analyzing prices and calculating 

margins using average annual prices has been used in many reports for the National Oilseed 

Processors Association.   

 

In August 2004, LMC International prepared a report for the National Oilseed Processors 

Association and had this to say about the differential export taxes, “…the higher the price for 

beans, the greater the benefit from DETs”.  I partially agree with that because the export tax is a 

percentage of the price, however the total value of the cost of purchasing has increased as well.  

Therefore, if soybean meal and oil prices do not increase by the same percentage as soybeans, 

then the crush margin will still be negative.  In order to calculate the crush margins I had to put 

everything in terms of revenue or value added.  Soybean processing depends on the market 

availability, the price of product (oil and meal), and meal quality.  It is difficult to separate out 

the costs of producing one metric ton of oil and meal, respectively, and calculate how many 

metric tons of soybeans a processor would have to purchase to produce that one metric ton.   
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Figure 5. Crush Margin Comparison of the U.S. and Argentina: 1998-2004 
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When I calculated the crush margins, one could account for the export taxes implicitly or ex post.  

For instance, one could calculate the crush margin using world prices and then subtract the 

export tax on oil and meal from the margin and add back the effect of the export tax on soybeans, 

soybean oil and meal.  The other way would be to use the prevailing domestic prices of soybeans 

net the effect of the export taxes and rebates, then calculate oil and meal revenues.  The only 

differences are rounding errors occur at time. 

 

The largest effect on the crush margin for Argentina, and the U.S. for that matter, appeared to be 

the port prices of soybeans.  When soybean prices hit 20 year lows, Argentina saw some of their 
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highest margins, yet when soybean prices skyrocketed in the past couple of years, Argentina’s 

margins took a tremendous hit.  Yet the U.S. has maintained exceptional margins.  The U.S. has 

relatively equivalent soybean prices to Argentina, however when it has mattered the most, U.S. 

soybean meal prices dominated Argentina anywhere from $20 to $30 per metric ton and for last 

the marketing year the U.S. averaged an astounding $90 plus higher port price for meal.  Meal 

prices have become the apparent difference maker.  This is where the U.S. livestock and animal 

feeding sector prove to be a viable outlet for the value added products, i.e. soybean meal.  The 

Argentina livestock feeding sector has not yet developed sufficiently to handle the excess supply 

of soybean meal, plus sunflowerseed oil supplies the domestic food industry.  It is evident that 

after April 2003 when Argentine soybean prices rose, the crush margin for Argentina dropped 

indicating that the export tax differential of 3.5 percent, though it had a high numerical value, did 

not have the impact on crush margins as one would think, even with high soybean prices. 
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Figure 6. Argentina Crush Margin Lagged Versus Corresponding ERP 
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The effective rate of protection is an interesting topic, because it is just the percentage change of 

the crush margin net the effect of export taxes and rebates from the crush margin using 

international prices.  The most interesting periods for ERP were March 1999, 2000, July 2000 

and September 2000, when the ERP surged to 3600%, 4042%, 1634% and 1224% even though 

the lagged crush margins dropped tremendously.  There were no negative ERPs for Argentine 

crush margins using same month prices, but a negative ERP occurred seven times for the 

Argentine lagged crush margins:  October 2002 to March 2003 and June 2003, as seen in Figure 

6.  This is correlated with a surge in soybean prices of 11 percent and an increase in soybean 

meal and oil prices of 3.6 and 3.2 percent, respectively.  This reiterates the fact that the 3.5 
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percent differential subsidy for soybeans as input cost to crush mills and 0.7 percent rebate for 

soybean oil might not have as great an effect on crush margins. 
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5.3 Results and Conclusions 

The objective of this case study has been to analyze the impact of Argentine intervention on 

trade from the U.S. perspective.  This case study comprises of three separate but related analysis 

to assist oilseed processors in evaluating the impact of export taxes in Argentina, and provid 

helpful information to processors and trade negotiators is a goal of this project.  Based on my 

results, what seems to come about is that the export taxes never made Argentine processors more 

competitive, it made them as competitive as the U.S.  To answer the problem statement, 

Argentina soybean processing sector would not be as competitive without some help.  

Obviously, Argentine soybean farmers would be more competitive, because they are currently 

penalized for selling soybeans, so there must be some long-term economic rents.  At the first part 

of every calendar year, Argentine crush margins, with and without lagged prices, reach their 

peaks preceded by a peak in U.S. crush margins.  According to ERP, Argentine crushing mills 

are getting help, but the crushing margins are not a good depiction success.  Argentine crushing 

mills had lagged crushing margins that surpassed the U.S. on several occasions, but in 2004 were 

a negative $58 per metric ton of soybeans.  In January 2004, the U.S. had a crushing margin of 

$73.  Therefore my hypothesis fails and crushing margins should not be used as the entire 

argument against export taxes in Argentina.  This is evident that crushing margins are not the 

entire story as seen in Figure 6.  The problem with this is that we should not be asking what the 

effective rate of protection is, but should there be any protection at all.  As economists we know 

the answer.   

 

In addition, what appears to have happened is that US oil processing firms have expanded to 

South America and the competition has caused them to price each other to negative margins.  In 
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addition, the United States can rely on the domestic food product sector and domestic livestock 

feeding industry as an outlet for oil and meal product.  Until Argentina can expand their own 

livestock feeding sector, they will most likely experience these negative margins.  The supply 

elasticity of the livestock sector is quite low as it takes a couple of years for supply to respond.  

The low oil and meal prices are the main contributors to the negative margins.  The goal of free 

trade is to have a more stable and “fair” world market where value is determined not by 

government policies. 
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5.4 Recommendations for Further Studies 

This study has brought to light many interesting issues about export taxes and their impact to 

domestic and international markets.  On a philosophical level, we will never know what 

combination of crops could have been produced in Argentina or if the soybean processing 

industry would have been as successful without the export taxes in Argentina, that that period of 

growth, expansion and the appropriate resource allocation is lost.  One of the limitations of this 

project are that Brazil, China and Paraguay and their influences on soybean production and 

processing are discussed very briefly.  Their impacts on the global trade of soybeans and soy 

products are well noted.  Having said that Crushing margins did not depict my hypothesis, albeit 

I could not guess at what spot rates processors used to hedge there costs.  Crush margins are not 

the whole story.  With the macroeconomic instability that has plagued Argentina in the past, they 

still want cheap imports and they want to be a leading exporters.  As Argentina continues to be 

one of the leading processors in the world, and the largest soybean meal and oil exporters, U.S. 

soybean farmers should be upset that Argentina crushing mills have a monopoly on the domestic 

supply of soybeans and there is very little room for new entries into the market.  Has Argentina 

created a monopoly on the soybean market for processors?  It seems as though they have and this 

is an issue that plainly gets over looked. 

 

When looking back at meal prices as an indicator to the success of having a positive margin, is 

the livestock sector the saving grace for Argentina crush margins?  For further studies, a 

regression analysis could be done to look at the impact of livestock on feed and meal prices and 

consequently regress crush margins on meal prices, setting aside that fact that processors’ 

margins are calculated using spot rates and forwards, not same month prices. 
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Another issue that could be brought forth would be to redraft subsidy language to include export 

taxes under the rules of MERCOSUR and the WTO.  NOPA says that U.S. producers and crush 

mills cannot compete with Argentina in the global market.  Should not US soybean farmers be 

more upset at not being allowed to compete with Argentine soybean farmers for the large 

processing sector in Argentina versus competing world wide?  The port prices have not changed 

due to export taxes, but the addition to the margin that the DETs allow helps Argentine soybean 

meal and oil exporters lower prices that much more to compete with the U.S. and Brazil.  Peron 

started export taxes to lower food costs for the urban and government people as part of his 

populist policies.  There is more room for analysis to be done as crush margins are not the only 

indicator of success in the market. 
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Appendix A 
 
A.1 Area Harvested: Argentina 1970-2004 
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A.2 Soybean Utilization: Argentina 1970-2004 
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A.3 Soybean Oil: Argentina 1970-2004 
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A.4 Soybean Meal: Argentina 1970-2004 
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A.5 Soybeans, Soybean Oil and Meal Production: Argentina 1970-2004 
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A.6 Soybeans, Soybean Meal and Oil Exports: Argentina 1970-2004 
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A.7 Corn Production: Argentina 1970-2004 
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A.8 Map of Argentina 
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Appendix B 
 
B.1 Calculated Lagged Crush Margins for the U.S. 
 

 International Prices     

 Soybeans Oil Meal 
Product 
Revenue 

Soybean 
Cost 

US Margin 
Lagged US Margin 

Oct-98 190 556 143 214 190  24 
Nov-98 198 556 153 222 198 16 24 
Dec-98 197 529 154 218 197 25 21 
Jan-99 195 505 144 206 195 23 11 
Feb-99 176 441 137 189 176 30 13 
Mar-99 169 430 140 189 169 20 20 
Apr-99 170 414 142 188 170 19 18 

May-99 165 394 140 183 165 23 18 
Jun-99 163 364 145 182 163 20 19 
Jul-99 154 337 139 172 154 28 18 

Aug-99 161 364 149 185 161 11 24 
Sep-99 169 370 158 193 169 16 24 
Oct-99 164 355 162 194 164 29 30 

Nov-99 164 345 163 193 164 30 29 
Dec-99 163 337 160 189 163 30 26 
Jan-00 170 345 170 198 170 19 28 
Feb-00 176 333 180 204 176 22 28 
Mar-00 180 357 184 211 180 24 31 
Apr-00 184 386 186 218 184 27 34 

May-00 191 369 200 226 191 27 35 
Jun-00 181 345 188 213 181 45 32 
Jul-00 166 324 172 196 166 47 30 

Aug-00 164 316 165 189 164 32 25 
Sep-00 168 314 183 203 168 21 35 
Oct-00 164 298 180 198 164 39 34 

Nov-00 167 295 188 204 167 31 37 
Dec-00 176 289 207 218 176 28 42 
Jan-01 172 276 194 205 172 46 33 
Feb-01 164 273 174 188 164 41 24 
Mar-01 161 306 164 186 161 27 25 
Apr-01 155 298 165 186 155 31 31 

May-01 159 298 172 191 159 27 32 
Jun-01 164 313 179 200 164 27 36 
Jul-01 176 364 192 219 176 24 43 

Aug-01 177 377 188 218 177 42 41 
Sep-01 169 340 180 205 169 49 36 
Oct-01 150 317 182 203 150 55 53 

Nov-01 153 336 183 207 153 50 54 
Dec-01 154 333 170 196 154 53 42 
Jan-02 155 327 174 198 155 41 43 
Feb-02 155 312 169 191 155 43 36 
Mar-02 161 325 177 200 161 30 39 
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Apr-02 164 338 178 203 164 36 39 
May-02 170 353 181 208 170 33 38 
Jun-02 179 390 188 221 179 29 42 
Jul-02 197 422 188 226 197 24 29 

Aug-02 203 454 186 231 203 23 28 
Sep-02 198 448 186 229 198 33 31 
Oct-02 191 457 185 230 191 38 39 

Nov-02 201 507 180 235 201 29 34 
Dec-02 201 498 180 234 201 34 33 
Jan-03 203 474 185 233 203 31 30 
Feb-03 204 467 195 240 204 29 36 
Mar-03 206 475 193 240 206 34 34 
Apr-03 214 494 201 250 214 26 36 

May-03 223 511 215 264 223 27 41 
Jun-03 224 505 212 261 224 40 37 
Jul-03 214 481 206 251 214 47 37 

Aug-03 209 450 209 248 209 42 39 
Sep-03 223 511 240 284 223 25 61 
Oct-03 243 604 248 307 243 41 64 

Nov-03 259 612 267 324 259 48 65 
Dec-03 263 651 255 321 263 61 58 
Jan-04 270 669 278 343 270 51 73 
Feb-04 304 729 284 358 304 39 54 
Mar-04 341 764 332 403 341 17 62 
Apr-04 353 754 344 411 353 50 58 

May-04 351 720 331 394 351 60 43 
Jun-04 334 663 315 371 334 60 37 
Jul-04 311 618 313 362 311 60 51 

Aug-04 251 573 226 284 251 111 33 
Sep-04 215 570 193 257 215 69 42 
Oct-04 204 512 171 229 204 53 25 

Nov-04 197 506 170 227 197 32 30 
Dec-04 200 480 178 229 200 27 29 
Jan-05 205 451 184 228 205 24 23 
Feb-05 199 456 185 230 199 29 31 
Mar-05 231 520 207 259 231 -1 28 
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B.2 Calculated Lagged Crush Margins for Argentina 
 

Argentina: Calculating crush Margins with lagged soybean oil and meal prices 

 
Port Oil 
Prices30 

Port Meal 
Prices31 

Product 
Revenue 

Soybean 
Cost32 

Crush 
Margin 
Before 
DET 

Reduce 
Product 
Revenue 
20%** 

Reduce 
Product 

Cost 
23.5%** 

Crush 
Margin 
After 
DET 

ERP 
Numerator ERP 

Oct-98 589 138 216 206  -8     

Nov-98 590 147 224 206 10 -8 7 26 15 1.48 

Dec-98 572 147 221 202 22 -8 7 37 15 0.70 

Jan-99 519 135 201 189 32 -7 7 46 15 0.46 

Feb-99 446 127 182 170 31 -6 6 45 13 0.42 

Mar-99 406 117 167 164 18 -6 6 30 12 0.67 

Apr-99 419 120 171 167 0 -6 6 11 12 36.03 

May-99 406 117 167 164 7 -6 6 19 12 1.56 

Jun-99 373 119 162 164 3 -5 6 14 11 4.26 

Jul-99 352 118 158 159 3 -5 6 14 11 3.23 

Aug-99 377 128 170 171 -13 -5 6 -2 11 0.82 

Sep-99 386 146 186 180 -10 -5 6 2 12 1.19 

Oct-99 372 149 186 172 14 -5 6 26 11 0.80 

Nov-99 362 145 181 163 23 -5 6 34 11 0.47 

Dec-99 361 147 183 162 19 -5 6 30 11 0.56 

Jan-00 368 160 194 176 7 -5 6 18 11 1.70 

Feb-00 350 168 197 179 15 -5 6 27 11 0.75 

Mar-00 336 161 189 182 15 -5 6 27 11 0.73 

Apr-00 353 156 188 189 0 -5 7 12 11 40.42 

May-00 313 170 192 197 -9 -4 7 3 12 1.37 

Jun-00 288 164 183 185 7 -4 6 18 11 1.48 

Jul-00 292 161 181 178 5 -4 6 15 10 2.04 

Aug-00 299 155 178 182 -1 -4 6 10 10 16.34 

Sep-00 287 169 187 189 -11 -4 7 0 11 0.97 

Oct-00 272 170 185 186 1 -4 7 11 11 12.24 

Nov-00 282 178 193 189 -4 -4 7 6 10 2.58 

Dec-00 289 194 207 196 -3 -4 7 8 11 3.81 

Jan-01 281 190 203 178 29 -4 6 39 10 0.35 

Feb-01 279 172 188 164 39 -4 6 48 10 0.25 

Mar-01 287 156 176 158 30 -4 6 39 9 0.32 

Apr-01 268 153 171 152 24 -4 5 34 9 0.38 

May-01 272 154 172 156 15 -4 5 24 9 0.63 

Jun-01 273 159 176 165 7 -4 6 17 10 1.34 

Jul-01 348 171 199 188 -12 -5 7 -1 10 0.89 

Aug-01 358 159 192 186 13 -5 7 25 11 0.85 

Sep-01 330 162 189 181 11 -5 6 22 11 1.07 

Oct-01 308 157 181 173 16 -4 6 27 11 0.67 

Nov-01 344 156 187 172 9 -5 6 19 10 1.14 

Dec-01 357 147 182 168 19 -5 6 29 11 0.57 

                                                 
30 FOB, Argentina Safras and Mercado & Reuters 
31 Argentina pellets, FOB Buenos Aires; Safras and Mercado  
Meal 
32 FOB Buenos Aires 
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Jan-02 365 161 195 158 24 -5 6 34 11 0.44 

Feb-02 323 156 183 162 33 -5 6 43 11 0.33 

Mar-02 322 153 180 163 20 17 6 30 10 0.51 

Apr-02 340 148 180 164 16 40 22 21 5 0.30 

May-02 375 153 190 175 5 42 41 6 1.49 0.32 

Jun-02 417 156 200 188 2 44 44 4 2 1.26 

Jul-02 423 163 207 199 1 45 47 4 3 3.43 

Aug-02 473 159 212 209 -2 46 49 1 4 1.53 

Sep-02 469 169 220 216 -4 48 51 1 4 1.21 

Oct-02 470 168 219 195 25 48 46 22 -2 -0.09 

Nov-02 530 172 233 196 23 51 46 21 -2 -0.08 

Dec-02 529 166 228 196 37 50 46 32 -5 -0.13 

Jan-03 490 174 227 204 24 50 48 22 -2 -0.07 

Feb-03 494 177 231 211 16 50 50 16 -0.15 -0.01 

Mar-03 485 174 227 212 19 50 50 18 -0.62 -0.03 

Apr-03 485 175 227 217 10 50 51 11 1.43 0.15 

May-03 498 199 249 226 1 55 53 5 3 2.59 

Jun-03 501 202 252 232 17 55 55 17 -0.19 -0.01 

Jul-03 493 190 241 244 8 53 57 10 2 0.25 

Aug-03 460 192 236 227 14 52 53 14 0.50 0.04 

Sep-03 505 222 269 257 -21 59 60 -12 8 0.40 

Oct-03 558 191 253 277 -9 55 65 -3 6 0.68 

Nov-03 578 209 271 294 -41 59 69 -27 14 0.34 

Dec-03 559 195 257 294 -23 56 69 -13 10 0.43 

Jan-04 516 182 238 309 -52 52 73 -36 17 0.32 

Feb-04 523 186 243 319 -81 53 75 -58 23 0.28 

Mar-04 644 210 284 326 -83 62 77 -60 23 0.28 

Apr-04 606 223 287 326 -42 63 77 -27 15 0.35 

May-04 561 205 265 298 -11 58 70 -3 7 0.67 

Jun-04 490 186 237 267 -2 52 63 3 5 2.33 

Jul-04 458 168 217 246 -9 47 58 -3 6 0.65 

Aug-04 514 146 209 234 -17 45 55 -10 7 0.44 

Sep-04 498 153 212 228 -19 46 54 -10 8 0.44 

Oct-04 475 144 201 217 -5 44 51 0 5 0.99 

Nov-04 481 138 197 218 -17 43 51 -10 8 0.44 

Dec-04 492 143 203 223 -26 44 52 -16 10 0.37 

Jan-05 483 151 208 216 -13 45 51 -6 7 0.52 

Feb-05 442 143 194 204 4 42 48 7 3 0.74 

Mar-05 496 158 216 229 -35 47 54 -23 12 0.33 
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B.3 World Oilseeds Supply and Distribution 
 

(MILLION METRIC TONS) 
    PRELIM DECEMBER JANUARY 
 2000/01 2001/02 2002/03 2003/04 2004/05 2004/05 

  PRODUCTION       
   SOYBEAN 175.93  185.12  197.08  189.81  231.03  230.77  
   COTTONSEED 33.51  36.61  32.87  35.56  42.85  43.58  
   PEANUT 31.43  33.87  30.45  32.29  34.61  34.74  
   SUNFLOWERSEED 23.18  21.38  23.93  26.47  25.10  25.40  
   RAPESEED 37.41  36.04  32.51  39.43  43.06  43.03  
   COPRA 5.77  5.22  5.18  5.36  5.51  5.51  
   PALM KERNEL 7.03  7.20  7.63  8.07  8.29  8.39  

       
      TOTAL 314.25  325.44  329.64  336.99  390.45  391.42  

soybean % 56% 57% 60% 56% 59%  
     avg. 58% 
       

EXPORTS       
   SOYBEAN 53.79  53.60  61.69  55.20  62.71  62.74  
   COTTONSEED 1.22  0.92  0.70  0.82  1.12  0.88  
   PEANUT 1.79  1.93  1.85  1.74  1.94  1.96  
   SUNFLOWERSEED 2.65  1.34  1.85  2.84  1.96  2.01  
   RAPESEED 7.18  4.73  4.12  5.41  6.21  6.24  
   COPRA 0.16  0.16  0.14  0.15  0.15  0.15  
   PALM KERNEL 0.05  0.08  0.07  0.06  0.06  0.06  

       
      TOTAL 66.83  62.74  70.42  66.22  74.15  74.04  

soybean % 80% 85% 88% 83% 85%  
     avg. 84% 
       

IMPORTS       
   SOYBEAN 53.03  54.22  62.65  54.34  62.29  62.22  
   COTTONSEED 1.36  1.21  0.83  0.83  0.92  0.91  
   PEANUT 1.61  1.76  1.59  1.42  1.58  1.57  
   SUNFLOWERSEED 2.24  1.22  1.70  2.62  1.74  1.74  
   RAPESEED 7.02  4.91  4.01  5.13  6.01  6.03  
   COPRA 0.16  0.11  0.08  0.09  0.10  0.10  
   PALM KERNEL 0.09  0.14  0.06  0.05  0.06  0.06  

       
      TOTAL 65.51  63.57  70.91  64.48  72.69  72.62  

soybean % 81% 85% 88% 84% 86%  
     avg. 85% 

CRUSH       
   SOYBEAN 146.84  158.01  164.83  164.43  178.97  178.72  
   COTTONSEED 24.61  26.69  24.63  26.39  30.97  31.87  
   PEANUT 14.37  16.09  14.22  15.56  16.21  16.23  
   SUNFLOWERSEED 20.80  18.46  20.12  22.81  21.96  21.89  
   RAPESEED 35.45  33.51  31.32  36.63  39.35  39.36  
   COPRA 5.75  5.14  5.08  5.23  5.42  5.42  
   PALM KERNEL 7.00  7.19  7.55  8.00  8.21  8.31  

       
      TOTAL 254.82  265.09  267.74  279.05  301.09  301.79  



 

 - 88 - 

soybean % 58% 60% 62% 59% 59%  
     avg. 59% 

ENDING STOCKS       
   SOYBEAN 31.86  33.23  40.67  38.86  60.57  60.81  
   COTTONSEED 0.55  0.59  0.41  0.55  0.70  0.68  
   PEANUT 0.83  1.00  0.56  0.69  0.76  0.76  
   SUNFLOWERSEED 0.83  0.76  1.29  1.32  1.18  1.18  
   RAPESEED 2.70  2.84  1.97  1.89  2.53  2.54  
   COPRA 0.03  0.03  0.04  0.08  0.08  0.08  
   PALM KERNEL 0.15  0.15  0.16  0.14  0.15  0.15  

       
      TOTAL 36.95  38.60  45.10  43.53  65.96  66.19  
       
       
NOTE:    TOTALS MAY NOT ADD DUE TO ROUNDING. FOR NOTES AND DESCRIPTION OF AREAS DESIGNATED SEE PAGE 
FOLLOWING TABLE 8. 
SOURCE:  COUNSELOR AND ATTACHE REPORTS OFFICIAL STATISTICS, USDA ESTIMATES 
FOREIGN AGRICULTURAL SERVICE COTTON, OILSEEDS, TOBACCO and SEEDS DIVISION 
DATE: January 2005         
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B.4 World Oilseed Meal Supply and Distribution 
 

(MILLION METRIC TONS) 
    PRELIM DECEMBER JANUARY 
 2000/01 2001/02 2002/03 2003/04 2004/05 2004/05 

  PRODUCTION       
   SOYBEAN 116.43  125.10  129.99  129.58  141.42  141.08  
   COTTONSEED 11.24  12.11  11.16  12.03  14.08  14.37  
   RAPESEED 21.15  20.05  18.77  21.96  23.35  23.45  
   SUNFLOWERSEED 9.58  8.40  8.98  10.18  9.70  9.66  
   FISH 5.93  5.78  4.87  5.42  5.16  5.19  
   PEANUT 5.40  6.06  5.34  5.86  6.11  6.10  
   COPRA 1.83  1.63  1.61  1.67  1.76  1.73  
   PALM KERNEL 3.67  3.75  3.96  4.19  4.28  4.35  

             
      TOTAL 175.23  182.89  184.67  190.88  205.85  205.91  

soybean % 66% 68% 70% 68% 69%  
     avg. 68% 
  EXPORTS       
   SOYBEAN 35.50  40.43  42.25  44.60  48.07  48.33  
% of production 30% 32% 33% 34% 34% avg. 
   COTTONSEED 0.61  0.57  0.38  0.43  0.69  0.58  
   RAPESEED 1.83  1.49  1.59  2.38  2.01  2.01  
   SUNFLOWERSEED 2.36  2.14  2.38  2.96  2.75  2.76  
   FISH 3.43  3.16  2.86  3.12  2.87  2.89  
   PEANUT 0.31  0.36  0.14  0.39  0.33  0.32  
   COPRA 1.15  0.79  0.83  0.84  0.86  0.86  
   PALM KERNEL 3.03  2.83  3.07  3.18  3.21  3.25  

             
      TOTAL 48.23  51.77  53.50  57.90  60.79  61.01  

soybean % 74% 78% 79% 77% 79%  
     avg. 77% 
  IMPORTS       
   SOYBEAN 36.50  41.34  43.17  44.89  47.61  47.76  
   COTTONSEED 0.54  0.52  0.40  0.43  0.56  0.53  
   RAPESEED 1.72  1.41  1.54  2.19  1.81  1.81  
   SUNFLOWERSEED 2.41  2.01  2.29  2.72  2.58  2.58  
   FISH 3.41  3.18  2.86  3.13  2.88  2.91  
   PEANUT 0.25  0.29  0.10  0.30  0.22  0.23  
   COPRA 1.12  0.80  0.77  0.85  0.85  0.85  
   PALM KERNEL 3.08  3.01  3.11  3.19  3.23  3.23  

             
      TOTAL 49.02  52.55  54.23  57.70  59.74  59.89  
soybean % 74% 79% 80% 78% 80%  
     avg. 78% 

  CONSUMPTION       
   SOYBEAN 117.82  125.62  131.30  129.28  140.54  140.12  
   COTTONSEED 11.17  12.04  11.21  12.00  13.97  14.33  
   RAPESEED 21.13  19.95  18.76  21.80  23.09  23.19  
   SUNFLOWERSEED 9.70  8.33  8.92  9.95  9.56  9.51  
   FISH 6.16  5.66  5.19  5.43  5.18  5.20  
   PEANUT 5.35  5.99  5.31  5.77  6.00  6.00  
   COPRA 1.83  1.65  1.60  1.71  1.75  1.72  



 

 - 90 - 

   PALM KERNEL 3.82  3.94  4.00  4.21  4.29  4.33  

             
      TOTAL 176.95  183.19  186.28  190.14  204.37  204.39  
soybean % 67% 69% 70% 68% 69%  
     avg. 68% 

  ENDING STOCKS       
   SOYBEAN 3.77  4.15  3.76  4.36  4.78  4.74  
   COTTONSEED 0.09  0.11  0.07  0.10  0.08  0.08  
   RAPESEED 0.29  0.30  0.27  0.24  0.29  0.29  
   SUNFLOWERSEED 0.32  0.26  0.22  0.24  0.21  0.21  
   FISH 0.40  0.53  0.21  0.22  0.22  0.22  
   PEANUT 0.02  0.02  0.01  0.01  0.01  0.01  
   COPRA 0.16  0.16  0.12  0.09  0.09  0.09  
   PALM KERNEL 0.20  0.19  0.19  0.17  0.18  0.18  

             
      TOTAL 5.24  5.72  4.84  5.42  5.84  5.81  
       
       
NOTE:    TOTALS MAY NOT ADD DUE TO ROUNDING. FOR NOTES AND DESCRIPTION OF AREAS DESIGNATED SEE PAGE 
FOLLOWING TABLE 8. 
SOURCE:  COUNSELOR AND ATTACHE REPORTS OFFICIAL STATISTICS, USDA ESTIMATES 
FOREIGN AGRICULTURAL SERVICE COTTON, OILSEEDS, TOBACCO and SEEDS DIVISION 
DATE: January 2005      
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B.5 World Oilseed Oil Supply and Distribution 
 

(MILLION METRIC TONS) 
    PRELIM DECEMBER JANUARY 
 2000/01 2001/02 2002/03 2003/04 2004/05 2004/05 

  PRODUCTION       
   SOYBEAN 26.70  28.83  30.30  30.04  32.72  32.65  
   PALM 24.28  25.42  27.26  29.09  30.16  30.46  
   
SUNFLOWERSEED 8.46  7.49  8.17  9.21  8.90  8.84  
   RAPESEED 13.33  12.98  12.05  14.13  15.10  15.11  
   COTTONSEED 3.54  3.86  3.53  3.85  4.44  4.55  
   PEANUT 4.53  5.14  4.52  4.95  5.18  5.17  
   COCONUT 3.65  3.25  3.27  3.33  3.42  3.42  
   OLIVE 2.49  2.74  2.39  2.82  2.61  2.61  
   PALM KERNEL 3.05  3.11  3.29  3.48  3.61  3.62  

             
      TOTAL 90.03  92.82  94.79  100.90  106.13  106.43  
soybean % 30% 31% 32% 30% 31%  
     avg. 31% 
palm oil % 27% 27% 29% 29% 28%  
     avg. 28% 

  EXPORTS       
   SOYBEAN 7.16  8.44  9.21  8.99  9.88  9.75  
   PALM  1/ 16.53  17.65  19.61  20.53  21.33  21.50  
   
SUNFLOWERSEED 2.23  1.99  2.30  2.43  2.20  2.19  
   RAPESEED 1.14  1.05  0.91  1.32  1.36  1.39  
   COTTONSEED 0.16  0.16  0.12  0.12  0.13  0.14  
   PEANUT 0.25  0.29  0.19  0.30  0.27  0.27  
   COCONUT 1.72  1.87  1.83  1.75  1.77  1.77  
   OLIVE 0.51  0.42  0.47  0.50  0.48  0.48  
   PALM KERNEL 1.21  1.46  1.45  1.58  1.67  1.67  

             
      TOTAL 30.90  33.33  36.09  37.52  39.08  39.14  
soybean % 23% 25% 26% 24% 25%  
     avg. 25% 
palm oil % 53% 53% 54% 55% 55%  
     avg. 54% 

  IMPORTS       
   SOYBEAN 7.00  8.03  8.56  8.51  9.33  9.13  
   PALM  1/ 16.10  16.86  19.30  20.18  21.10  21.22  
   
SUNFLOWERSEED 2.06  1.81  2.01  2.18  2.02  2.05  
   RAPESEED 1.27  1.13  1.00  1.26  1.30  1.31  
   COTTONSEED 0.17  0.12  0.08  0.10  0.12  0.11  
   PEANUT 0.21  0.24  0.24  0.22  0.22  0.22  
   COCONUT 1.74  1.83  1.81  1.72  1.80  1.80  
   OLIVE 0.47  0.41  0.46  0.49  0.47  0.47  
   PALM KERNEL 1.14  1.32  1.51  1.46  1.52  1.53  

             
      TOTAL 30.16  31.74  34.97  36.13  37.88  37.82  
soybean % 23% 25% 24% 24% 25%  
     avg. 24% 
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  CONSUMPTION       
   SOYBEAN 26.42  28.57  30.34  29.89  32.01  31.83  
   PALM 23.88  24.88  27.34  28.46  29.65  29.88  
   
SUNFLOWERSEED 8.38  7.46  7.89  8.93  8.73  8.75  
   RAPESEED 13.46  13.10  12.19  14.11  15.03  15.02  
   COTTONSEED 3.50  3.87  3.52  3.79  4.44  4.52  
   PEANUT 4.48  5.06  4.62  4.85  5.12  5.12  
   COCONUT 3.48  3.24  3.34  3.35  3.44  3.44  
   OLIVE 2.56  2.56  2.68  2.70  2.77  2.77  
   PALM KERNEL 2.78  3.02  3.35  3.42  3.47  3.49  

             
      TOTAL 88.94  91.74  95.27  99.49  104.67  104.81  
soybean % 30% 31% 32% 30% 31%  
     avg. 31% 
  ENDING 
STOCKS       
   SOYBEAN 2.71  2.57  1.87  1.55  1.71  1.74  
   PALM 2.84  2.59  2.20  2.48  2.78  2.78  
   
SUNFLOWERSEED 0.65  0.48  0.47  0.50  0.49  0.46  
   RAPESEED 0.70  0.66  0.61  0.56  0.58  0.57  
   COTTONSEED 0.14  0.09  0.06  0.10  0.10  0.10  
   PEANUT 0.16  0.18  0.14  0.16  0.16  0.16  
   COCONUT 0.38  0.35  0.26  0.21  0.22  0.22  
   OLIVE 0.71  0.89  0.62  0.73  0.57  0.57  
   PALM KERNEL 0.48  0.44  0.45  0.39  0.38  0.38  

             
      TOTAL 8.77  8.25  6.67  6.68  6.97  6.97  
       
NOTE:   TOTALS MAY NOT ADD DUE TO ROUNDING.  FOR NOTES AND DESCRIPTION OF AREAS DESIGNATED SEE PAGE 
FOLLOWING TABLE 8. 
1/ PALM OIL TRADE EXCLUDES TRANSSHIPMENTS THROUGH SINGAPORE. 
SOURCE:  COUNSELOR AND ATTACHE REPORTS OFFICIAL STATISTICS, USDA ESTIMATES 
FOREIGN AGRICULTURAL SERVICE COTTON, OILSEEDS, TOBACCO and SEEDS DIVISION 
DATE: January 2005         

 


