Ed Brooks:  Trading Apples


	


Part One.  Read to the end of the page then stop.





	Ed Brooks had a new job and wanted to get up to speed right away.





After four years as the Latin America Marketing Director for the Washington Apple Commission, Ed had recently been promoted to the position of International Marketing Director.  Ed was now responsible for coordinating the marketing and promotion of Washington State apples to countries around the world.  Given that exports typically accounted for 1/3 of the sales of Washington apples and that Washington State growers had produced over $800 million dollars worth of apples in 1998, Ed knew he had big responsibilities in his new job.





The Washington Apple Commission had been created in 1937 by the state’s governor to help Washington’s apple growers market their crop.  Apple growers typically weren’t big enough by themselves to handle their own marketing; so they essentially “hired” the Apple Commission to advertise and promote their apples.  Back then, growers paid an advertising tax of one cent for each box of apples picked for the “fresh” market, that is, for apples that were picked to be eaten not to be made into applesauce, jam, or other type of food.  When Ed took his new job, apple growers were paying 25 cents per box for the Apple Commission’s help advertising and promoting their apples. 





Over the years, the Apple Commission had used these advertising dollars to make sure that people all over the world thought of Washington State as producing the best apples in the world.  That effort had been successful in making Washington State the top apple producer and seller in the United States:  in 1998, for instance, Washington’s approximately 95 million 42-pound boxes of apples made up over half of the total U.S. fresh production.  And the identification of Washington’s 14 varieties of apples as “good eating apples” meant that Washington State far surpassed other states in producing apples for fresh eating.





As International Marketing Director, Ed’s primary responsibility was to market and promote Washington apples worldwide.  To do that, he worked with Apple Commission representatives in other countries to make sure they were getting the word out about Washington State apples.  He worked with shippers to make sure Washington apples were displayed at retail stores around the world fresh and in good condition.  He helped coordinate TV, radio, and billboard advertising around the world, and helped organize special promotions in other countries to promote Washington apples.





Ed knew that about 1/3 of Washington apples were exported.  But what else did he need to know to succeed?  





STOP
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Part Two.  Read to the end of the page then stop.





As Ed researched the apple export market, he concluded that there were two potential problems he’d have to watch.  The first was competition from other apple-growing countries.





Although Ed personally considered Washington apples superior to anything else on the market, he knew that Washington growers faced competition from growers in other states and countries.  In Southeast Asia, for instance, where Washington State apples had about a 57% market share, Washington apples competed against apples from China, New Zealand, South Africa, France, Chile, British Columbia, Japan, South Korea, and Australia.  





Of that list, Ed’s biggest concern was China.  With its huge land mass and temperate climate, China had become a major apple producer over the last several decades.  By the late 1990s, growers in China were producing nearly 1 billion boxes of apples a year, more than four times the total U.S. crop.  Chinese growers primarily grew the Fuji apple, a spicy-sweet apple particularly popular in Asia.  And although China still needed to improve its infrastructure so that it could better care for and ship its apples, the country produced so many apples, it could afford to sell only its very best apples and still sell far more than other countries.





Ed had no doubt that Washington apples were as good as – if not better than – Chinese apples.  And he knew that Washington State’s far more advanced fruit storage and shipping systems meant the state’s growers could sell a higher percentage of their crop.  But he had watched as the worldwide garlic market had been completely turned upside down simply because of the size of the crop from China… and he didn’t want to see the same thing happen in the apple market.





What should he do?
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Part Three.  Read to the end of the next page then stop.





As Ed continued his research, he identified a second potential problem for Washington apple exports:  non-tariff barriers imposed by other countries.  





Trade agreements between countries regulated how much “tariff” or tax could be charged on an item that came from another country.  These trade agreements were set through the World Trade Organization (WTO) for its 134 member nations and through the North American Free Trade Agreement (NAFTA) for trade between the U.S., Canada, and Mexico.  But, as Ed knew, even if the tariff level on an item such as a box of apples was set, there were many other ways another country could block that product.  These other means of blocking products were called “non-tariff barriers.”





In the case of apples, non-tariff barriers were usually based around concern about introducing new plant pests.  In the mid-1990s, for instance, Japan had virtually closed its markets to Washington State apples, insisting that each individual variety of apple undergo years of rigorous testing to prove it was not carrying a pest called the codling moth.  After several years of scientific tests and negotiations between the two countries about how best to treat the codling moth, the U.S. had realized that it would never be able to sell its apples to Japan at this rate.  The U.S. filed a claim against Japan with the WTO, asking that Japan accept results from one variety of apples as applying to all varieties.  





The U.S. was successful in this appeal against Japan.  But, as Ed researched, he learned that South Korea, Australia, and South Africa all posed restrictions on Washington apples based on pest concerns.  Would the U.S. decide to go back to the WTO to protest the restrictions imposed by each of these countries too?





Ed remembered a trade dispute from his former job as Latin America Marketing Director.  Mexico had closed down its markets to Washington apples – specifically to the Red and Golden Delicious varieties – claiming the U.S. was dumping fruit, that is selling it for less than it was being sold in the U.S.  Going through NAFTA, which regulated trade between the U.S. and Mexico, could take years.  Instead, the Apple Commission worked with U.S. trade officials to negotiate a deal with their counterparts in Mexico to reopen the market.  














TURN PAGE AND KEEP READING
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Ed reviewed what he had learned so far.  Overall, Washington apples seemed in pretty good shape internationally to him.  But there were certainly going to be challenges ahead.  Ed decided to summarize what he had learned in a memo to his boss, the Washington Apple Commission’s President.  His memo would include the following information:





1.	What is the export status of Washington apples?


2.	What competition problems do Washington apples face?


3.	What non-tariff barriers do Washington apples face? 


4.	What does Ed think the Apple Commission should do about these challenges?  
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ED BROOKS:  TRADING APPLES


Prepared for the WTO Trade Winds Project by the Port of Seattle, King County, the Alliance for Education, and U.S. Bank.  The Trade Winds Project is an official project of the Seattle Host Organization. 











