USDA Foreign Agricultural Service

s United States Department of Agriculture

International Agricultural Trade Report

May 2014

U.S. Processed Food Exports: Category Growth & Outlook

Exports of high-value, processed food products* have been a significant contributor to the
strongest five-year period for agricultural exports in U.S. history. Processed food exports
climbed to more than $45 billion in 2013, up from $29 billion in 2009. Over the past five years,
exports in the 20 processed food categories monitored by FAS grew by 61 percent.

Top 10 U.S. Processed Food Export Categories

U.S. processed food exports set a new record in each of the past five years and surpassed $45
billion in 2013. Dynamic growth is common among the top 10 categories of processed food
products, led by food preparations (63 percent) and processed and prepared dairy products (232
percent). Of the top 10 categories, fats and oils recorded the lowest rate of expansion since 2009
due to declining soybean oil exports. The top five categories of processed food products
comprise more than half of the value of U.S. processed food exports overall.
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U.S. Processed Food Exporters Compete to Tap Global Demand

While the processed food category includes a diverse array of prepared and packaged products,
all of them benefit from a common trend: rapid growth in global demand. Euromonitor, a market



research firm, estimates that the retail value of packaged food (a proxy category for high-value
food products) will increase by $316 billion over the next five years to $2.6 trillion. One
challenge for U.S. exporters is to translate this expansion in food retail into export opportunities.
Another challenge is steep competition from other principal suppliers.

The European Union (EU) is the world’s leading processed food exporter, with roughly twice the
exports of the United States. EU exports of processed food products reached $91 billion in 2012,
growing 28 percent over five years. Like those from the United States, EU processed food
shipments are highly diversified geographically and categorically. U.S. market share has
decreased marginally in the past decade because of top-tier competition, not only from the
European Union but from other emerging suppliers like Thailand and China. During this time,
U.S. exporters have still managed to tap global demand and expand exports by 143 percent.
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Export Growth Fueled by More Than High Prices

Over the past decade, higher prices for bulk commodities have accounted for a dramatic surge in
the total value of U.S. agricultural exports. Over the same period, the volume of bulk commodity
exports actually declined by nine percent. In contrast, processed food exports increased in both
value (143 percent) and volume (48 percent). A 10-year comparison of the change in export unit
values corroborates that message. While the unit values of bulk commodities increased 114
percent, unit values of processed food items only increased 65 percent. In the case of processed
food, export performance is supported by positive changes in both value and volume.
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Growth Driven by Urbanizing Middle Class

The confluence of two megatrends, middle class income growth and urbanization, is driving
increased sales of processed food. According to the OECD, the size of the global middle class is
projected to increase from 1.8 billion people (2010 estimate) to 3.2 billion by 2020. Of this
projected growth, 85 percent is expected to come from Asia. Based on analysis of IHS Global
Insight data, middle class households in developing countries (households with real incomes
greater than $20,000 per year) are projected to increase 54 percent by 2020 compared to eight
percent in developed countries.

Many of these new consumers will be living in emerging megacities where convenience, higher
protein content, and functional ingredients take center-stage in dietary preferences. Between
2003 and 2012, the urban population in the top 10 markets for U.S. processed food exports grew
by 249 million people. Over the past decade, China’s urbanized population has grown from 40
percent of the country’s total population to 52 percent. During this period, China’s urban
population grew by 186 million, equal to more than half the total population of the United States.
Japan’s urban population was similarly robust, rising from 83 percent to 92 percent over 10
years, to a total of 11 million people. Future demand for high-value processed food items will
continue to be propelled by the increasingly urbanized middle class.

Largest Markets: NAFTA, EU, and Japan; Highest Growth Markets: East Asia

It’s no coincidence that middle-class income growth and urbanization are most prevalent in the
fastest-growing import markets for U.S. processed food. Modernization of distribution channels
and improved market access are additional factors supporting the import surge in East Asia. U.S.
processed food exports to East Asia (excluding Japan) grew 104 percent between 2009 and 2014,


http://www.oecd.org/dev/44457738.pdf

compared to 47 percent for Canada and Mexico, where most of the current trade is concentrated.
Bilateral trade with the European Union is another bright spot for international trade in processed
foods. The Transatlantic Trade and Investment Partnership negotiations could lead to greater
market access for businesses on both sides of the Atlantic.
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E-Commerce: A Promising Growth Channel

Food and beverage E-commerce is another trend shaping the future of food retail. Euromonitor
estimates that the online grocery segment was worth $42 billion globally in 2013. A joint study
of six key markets by PayPal and Nielsen estimates that by 2018, there will be 130 million cross-
border shoppers spending more than $300 billion, compared to 94 million spending $105 billion
today. This presents a tremendous opportunity for U.S. food and beverage exporters to meet the
demand of the Internet-savvy, time-pressed urban consumer.

Food “e-tailers”, another term for the business-to-consumer (B2C) platforms for online grocery
retail, have witnessed explosive sales growth in emerging market megacities such as Shanghai,
China. To advance the viability of this growth channel, a model partnership was established
between FAS’ Agricultural Trade Office (ATO) in Shanghai and Tmall, China’s largest B2C E-
commerce platform.

Together, along with various U.S. cooperator organizations, ATO Shanghai and Tmall have
launched several product promotions that featured processed and consumer-oriented items such
as cookies, dried fruits and nuts, pork, seafood, and candy. To demonstrate the potential scale of
these promotion events, last summer’s promotion of cherries from the Northwestern U.S. led to
sales of 168 metric tons of U.S. cherries to 84,000 individual shoppers in just over two weeks.



https://www.paypal-media.com/assets/pdf/fact_sheet/PayPal_ModernSpiceRoutes_Report_Final.pdf
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/ATO%20Shanghai%20and%20TMall.com%20New%20Year%20Sales%20Promotion_Shanghai%20ATO_China%20-%20Peoples%20Republic%20of_12-27-2013.pdf

According to Tmall, this is the equivalent of nine years’ worth of cherry sales at a medium-sized
supermarket.

Websites such as Tmall provide a useful platform for American exporters of all sizes and in all
sectors to market their products directly to China’s growing number of online consumers.
However, the online revolution in food and beverage e-commerce is not a one-country
phenomenon. Globally, more than 150 million new Internet users came online in 2013. Other e-
grocery platforms in Tokyo, Sao Paulo, Moscow, and London show extraordinary potential for
this booming cross-border retail channel.

Resources for Processed Food Exporters

FAS has a wide range of resources available to U.S. processed food exporters
at www.fas.usda.gov.

For more information contact Greg Tyng, greg.tyng@fas.usda.gov, 202-720-0897, USDA-FAS
Office of Global Analysis

* The definition of ““processed food” is a combination of high-value agricultural products for
retail, institutional, and ingredient market segments that go beyond what USDA classifies as
agricultural products. The category includes processed fish and distilled spirits along with the
other processed food and beverages that are normally classified as agricultural products. The
category is provided as a convenience to the food and beverage industry and the public. More
information is available on the FAS Global Agricultural Trade System (GATS)

homepage http://apps.fas.usda.gov/gats.
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