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Where’s the Beef?

Finding a Better Way to Resolve U.S.-China Trade Conflicts
By Simon Lester and Huan Zhu

O

n November 8, President Trump will visit
China for the first time. In conjunction with
the trip, Secretary of Commerce Wilbur
Ross is leading a trade mission designed to
“promote U.S. exports” and “address trade
policy issues with high-level Chinese officials.”1 This visit
could have an important impact on the U.S.-China trade relationship over the rest of President Trump’s time in office. Past
efforts by the Trump administration to deal with trade tensions have mainly focused on smaller trade irritants. Trump’s
visit to China is an opportunity to begin to address many of
the larger U.S.-China trade conflicts.
Just prior to President Trump’s meeting with China’s
President Xi in April 2017, which led to a “100-Day Action
Plan” on trade under the framework of the U.S.-China Comprehensive Economic Dialogue, we published a Free Trade
Bulletin making the case for a comprehensive Free Trade
Agreement (FTA) as a way to address U.S.-China trade
issues.2 We recognize that there is little political support for
such an initiative at the moment. However, the alternative
approaches that the Trump administration has tried so far
are all insufficient. Unilateral threats from the United States
are unlikely to accomplish much because domestic political
constraints will prevent China from granting concessions
for which it gets nothing in exchange. And the dialogue that

led to the action plan has not produced significant results.
In our view, the failure of the action plan supports our earlier
argument that a comprehensive FTA is the best approach to
achieving a broad market opening in China. A number of the
more difficult trade issues—intellectual property protection
and technology transfer requirements, for example—require
detailed rules and effective oversight of implementation.
Only a binding set of rules, with an enforcement mechanism,
can create the predictable and stable framework that U.S.
businesses need.
In this paper, we explore in depth one particular issue covered by the action plan—access to the Chinese beef market—
and use it to illustrate the need for an FTA. Removing the
Chinese ban on U.S. beef was touted as a major achievement of
the plan, but the reality is that there are many remaining obstacles facing U.S. beef exports. We describe below the high tariffs
and regulatory barriers that remain and show that they can be
addressed most effectively through a comprehensive FTA.
If the United States really wants to address Chinese tariffs, nontariff barriers to trade in goods and services, and
investment restrictions, it needs to push for the same kind
of comprehensive FTA it has negotiated with other key
trading partners. The upcoming visit by President Trump
and Secretary Ross to China is the perfect opportunity to
begin this process.

Simon Lester is a trade policy analyst and Huan Zhu is a research associate with Cato’s Herbert A. Stiefel Center for Trade Policy Studies.

2
THE 100-DAY ACTION PLAN

The 100-Day Action Plan was instituted in April 2017,
and in May treasury secretary Steve Mnuchin, commerce
secretary Wilbur Ross, and Chinese vice premier Wang Yang
announced an agreement on the initial list of items to be covered by the plan. President Trump touted the agreement by
tweeting, “China just agreed that the U.S. will be allowed to
sell beef, and other major products, into China once again. It
is REAL news!” Secretary Ross called the deal “a new high”
in the U.S.-China relationship, “pretty much a Herculean
accomplishment,” and “more than has been done in the
whole history of U.S.-China relations on trade.”3
The plan makes progress in a few areas, but the above statements exaggerate its impact. The plan covers 10 items, which
address particular concerns of either the United States or
China. Of the 10 items, 5 were concerns raised by the United
States and 5 by China, ranging from trade in goods (beef, poultry, biotechnology products, liquid natural gas exports), to
financial services, to symbolic gestures (America’s recognition of China’s “One Belt, One Road Initiative”). All the issues
described in the plan have been addressed to some extent, but
the plan’s obligations were so vague and general that nominal
fulfillment was easy and the actual impact on the market is difficult to assess.4 And the attempt to discuss larger and deeper
issues at the follow-up meeting in July yielded no more than a
phytosanitary protocol on trade in rice.
The item on the list that seemed the most promising was
opening China’s market to U.S. beef. This development was
touted by Secretary Ross as a great win, as he celebrated “a
$2.5 billion market . . . being opened up for U.S. beef.”5 China
fulfilled its commitment by signing a protocol with the U.S.
Department of Agriculture, and the first shipment of beef
was sent to China in June.6 The reality of U.S. beef exports
to China is complicated, however, and the market may not
be as open as some people hope. In the next section, we offer
some background on the Chinese beef market, and the barriers U.S. producers still face there, in order to illustrate the
limited impact of these kinds of narrow efforts at addressing
U.S.-China trade conflicts.

CHINA’S BEEF MARKET

Traditionally, China has not been a big consumer of beef—
pork and chicken were more common choices. However, due
in part to strong economic growth, China’s beef consumption has grown in recent decades; beef consumption has risen
from 0.652 kilograms per capita in 1990 to 3.817 kilograms in
2015.7 Over time, domestic production could no longer meet

demand, and beef imports began to increase. Table 1 shows
beef imports into China since 1998, by country.
As shown in the table, China imported just $16 million
worth of beef from all trading partners in 1998. That number
jumped to $61 million in 2003, but imports declined in 2004
after an outbreak of bovine spongiform encephalopathy
(BSE), also known as mad cow disease, in 2003. Imports
increased again in 2009 and have continued to grow. In 2016,
China’s total beef imports exceeded $2.5 billion.
Figure 1 shows the share of imports into the Chinese
market held by the major beef-exporting countries since
1998. U.S. exports dominated the market at the beginning of the period but almost completely disappeared after
2004 because of a Chinese ban on U.S. beef after the BSE
outbreak. Since then, other countries have controlled the
import market.
Figure 2 shows the early U.S. dominance of the Chinese
import market (which was relatively small in terms of value at
the time) and its quick decline after the BSE outbreak.
Figure 3 shows the recent surge of beef imports into
China from other countries as Chinese demand for beef
increased.
What these figures show is the United States losing its
market share over the years and other countries stepping
in to take advantage of the increased Chinese demand.
In 2003, U.S. beef had 75 percent of the Chinese import
market (Australia was a distant second, at around 13 percent).
However, as noted, the United States lost this market dominance when China banned U.S. beef due to the BSE outbreak
in 2003. (Many other countries, including Australia, Japan,
Russia, and South Korea, also banned or restricted some or all
U.S. beef imports.8) The BSE outbreak had a more long-term
impact on U.S. beef exports to China than it did on exports
to other markets. While many countries halted U.S. beef
imports at the start of the outbreak, China was particularly
slow to reopen its market to U.S. beef.9 Instead, it turned to
other major beef producers, including Australia, Brazil, New
Zealand, and Uruguay, and these countries became China’s
main suppliers.
By 2016, China’s largest import source for beef was Brazil,
which quickly rose to being the number-one exporter to China (a 29 percent market share for imports) after China lifted
a three-year ban on Brazilian beef in 2015.10 (This situation is
likely to change due to a Brazilian beef scandal in March 2017.)
Following Brazil are Australia and Uruguay, each holding 22
percent of the beef market; New Zealand and Argentina hold
13 percent and 9 percent, respectively; and Canada follows
with 3 percent.
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Table 1
Chinese beef imports (millions of $US), 1998–2016
Argentina

Australia

Brazil

Canada

New Zealand

Uruguay

USA

Rest of World

Total

1998

0

6.8

0.25

0.39

0.59

0

7.27

1.16

16.47

1999

0.29

8.17

0.46

2.01

1.43

0.16

11.08

1.04

24.65

2000

0.45

11.03

0.08

1.41

5.53

0.67

14.31

0.19

33.67

2001

0.69

9.23

0.01

2.46

2.33

0.12

19.2

0.07

34.11

2002

0

5.43

0.19

4.31

1.11

0

31.23

0

42.28

2003

0.03

7.86

0.92

4.85

1.74

0

45.38

0.02

60.8

2004

0.14

25.15

2.32

0.05

8.46

4.9

0.54

0.05

41.6

2005

0.52

12.98

3.78

0

1.97

2.57

0

0.04

21.85

2006

0.38

12.71

0.41

0

1.16

1.36

0

0

16.03

2007

0

15.79

0.49

0.07

0.88

7.4

0.05

0.08

24.77

2008

0

19.04

0.23

0

0.98

3.92

0.02

0

24.19

2009

0

27.4

2.59

0

7.74

14.89

0

0

52.62

2010

0.19

39.09

31.86

0.01

7.19

25.31

0

0.01

103.65

2011

0

58.96

8.73

0

11.13

33.57

0

0

112.39

2012

1.05

142.63

37.69

10.99

28.03

60.53

0

0

280.92

2013

42.83

748.24

0

80.37

161.23

297.52

0

0.92

1,331.11

2014

83.79

657.27

0

59.41

195.5

345.13

0

9.25

1,350.36

2015

206.39

810.25

286.67

173.59

366.4

533.69

0.01

13.82

2,390.82

2016

228.3

579.24

765.29

89.38

340.22

565.07

0.03

20.37

2,587.91

Note: The data include HS 0201 (meat of bovine animals; fresh or chilled), 0202 (meat of bovine animals; frozen), 020610 (offal, edible; of bovine animals, fresh or
chilled), 020621 (offal, edible; of bovine animals, tongues, frozen), 020622 (offal, edible; of bovine animals, livers, frozen), 020629 (offal, edible; of bovine animals,
(other than tongues and livers), frozen), and 021020 (meat; salted, in brine, dried or smoked, of bovine animals).
Source: Data are derived from the United Nations International Trade Statistics Database, http://tinyurl.com/y6wcpcuz.
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Figure 1
Market share of beef imports into China from major beef-exporting countries, 1998–2016
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Source: Data are derived from the United Nations International Trade Statistics Database, http://tinyurl.com/y6wcpcuz.

Figure 2
Beef imports into China from major beef-exporting countries, 1998–2005
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Figure 3
Beef imports into China from major beef-exporting countries, 2010–2016
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Source: Data are derived from the United Nations International Trade Statistics Database, http://tinyurl.com/y6wcpcuz.

THE LIMITED IMPACT OF THE BEEF DEAL

There is little doubt the U.S.-China beef deal will boost
U.S. exports to some extent. The U.S. has gained market
access for all beef products, including chilled and frozen beef
products, as well as scalded, heat-treated, and smoked beef.
Many nations have more limited access. For instance, for various reasons Uruguay can only export frozen beef to China;
Canada and Brazil can only export frozen deboned beef; and
Argentina can only export cooked beef meat and offal and
frozen deboned beef.11
Nevertheless, even with the ban lifted, it will take some
time for the U.S.-China beef agreement to have an impact,
and the effect on U.S. exports may be smaller than some have
predicted. One reason is that Chinese consumers have been
buying U.S. beef through a gray market despite the official
ban, using Hong Kong as a transshipment point. The new
legal U.S. beef exports to China may simply substitute for
some of the current sales to Hong Kong.12
But more important, even with China’s market now open,
U.S. beef is at a competitive disadvantage compared to beef
from other countries. Because there is no FTA between the

United States and China, Chinese beef tariffs are applied
to U.S. products at the World Trade Organization’s mostfavored-nation rate. As a result, American beef faces a 12
percent to 25 percent tariff rate (depending on the specific
product).13 In comparison, Australian beef currently faces
a 4.8 percent to 17.5 percent tariff rate as a result of the
China-Australia FTA. That tariff will be phased out sometime between 2019 and 2024 (depending on the product in
question).14 New Zealand exporters already face zero tariffs
because of the China-New Zealand FTA.15
In addition, Uruguay began negotiations on an FTA with
China in 2016, and there is some potential for a broader Mercosur-China trade negotiation.16 Canada has also announced
that it will launch an FTA negotiation with China.17 These
FTAs, once concluded and implemented, will make it even
more difficult for U.S. beef to compete with products from
its main competitors.
U.S. beef exporters face nontariff obstacles as well, including restrictions on hormone-treated beef products. Some
growth hormones are widely used in American feedlots.18
However, China adopted a regulation in 2002 that banned
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the synthetic hormones that are legal in the United States
and also tightened the rules for beef treated with natural
hormones.19 These restrictions limit the amount of U.S.
beef eligible to be sold in China. (The U.S. Meat Export
Federation estimates that roughly 3 percent of current production would meet China’s requirements.)20 In contrast,
South American countries do not use hormone treatments
for their cattle.21
Finally, in order to be sold in China, U.S. beef must meet
certain traceability requirements: beef products must be
uniquely identified and controlled, and cattle must be traceable at each stage of production that has occurred within the
United States.22 Right now, only 15 percent of U.S. producers
meet these traceability requirements.23 In comparison,
Australia, New Zealand, Uruguay, and Argentina all have mandatory traceability systems. Brazil does not have a nationwide
traceability system but makes traceability mandatory for
beef-export production.24
In sum, the U.S. beef industry will see some increased
export sales to China as a result of the 100-Day Action Plan.
But it will also face an uphill battle for market share due to
the remaining barriers.

NEGOTIATING AN FTA

After the 100-Day Action Plan, the United States and
China were supposed to start the negotiation of a one-year
plan during the first Comprehensive Economic Dialogue on
July 19, 2017. Unfortunately, that meeting did not yield any
breakthroughs. The visit by President Trump and Secretary
Ross to China in November will provide another opportunity for progress.
While it is helpful to address smaller lingering issues, such
as those in the 100-Day Action Plan, putting these unconnected issues in simple and short declarations within a brief,
unenforceable document does not constitute a broader trade
strategy. Instead, the United States should consider negotiating a deep and comprehensive FTA with China.
An FTA negotiation will be an opportunity to address
Chinese tariffs on beef and other products and to take on
nontariff barriers as well. An FTA provides a stable and
predictable legal framework, including an enforcement
mechanism. It also offers a forum for future discussion of
trade issues, including sensitive conversations about regulatory differences. For example, in the FTA negotiations (or
subsequent discussions after completion of an FTA), the
United States could try to convince China to drop its ban
on hormone-treated beef.

Aside from beef, an FTA negotiation would create a starting point for the United States to bring China’s laws and regulatory practices more in line with international norms on
other issues, such as intellectual property protection, stateowned enterprises, technology transfer, cybersecurity, and
cross-border data transfers. Intellectual property and technology transfer have been particular areas of concern, and in
September, the Office of the U.S. Trade Representative initiated an investigation under Section 301 of the Trade Act of 1974
into these issues. There is no doubt that negotiations here would
be difficult. However, just sitting down to talk in a serious manner could help each side better understand the other’s perspective. And if an agreement could be reached in this area, it would
pave the way for more trade and investment and lead to greatly
improved relations between the two countries.

CONCLUSION

While the 100-Day Action Plan did constitute progress,
China and the United States appear to be at an impasse again
on trade, making the next steps unclear. The Trump administration needs to develop a more comprehensive approach to
trade liberalization with China in order to accomplish something more substantial. The beef deal offers an illustration of
the limited market impact of small deals. More fundamental
and systemic issues, such as tariffs and the wide range of nontariff barriers, play a large role in international trade and cannot be resolved with quick meetings and dialogues.
In beef and other sectors, if the United States wants to
achieve liberalization of the Chinese market, it needs to consider deeper engagement, and it must be willing to negotiate.
An FTA negotiation presents an opportunity for the two
nations to sit down and discuss tariffs and nontariff issues,
exchange views, and make compromises. Some countries have
already done this with China, and more are following their
lead. When the rest of the world is negotiating trade agreements, American businesses will be better off if the United
States is in the game rather than sitting on the sidelines.
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