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Vet Drug Regulation in the News

& July 14,2025 i February 7,202

Domestic Seafood Producers Petition USTR to Food Regulatory Authorities in the EU, Japan, and

Address Unfair Trade Practice of Use of Banned the United States Once Again Confirm that India and
g i 2 Vietnam Continue to Use Banned Antibiotics in their

Veterinary Drugs in Foreign Aquaculture Shrimp Aquaculture

Today, the Southern Shrimp Alliance partnered with other domestic seafood producers, including members of the s part of 15 ppler” intiative,

«domestic crawfish industry and the Oregon Trawl Commission (OTC), o formally request that the Office of the U.S. Japan,

Trade (USTR) iniite a Section 301 10 acfess the unfai trade proctice of using barned epresanc f banad e The eaase,mase vt Excelforma, fow e fomain o1

calendar year 2023 for ke three of i jor shrimp import markets.

veterinary drugs in aquaculture in China, India, Indonesia, and Vietnam for seafood exported to the United States.

4‘CBC ‘Weorld v Business™ Markets v Sustainability v Legal™ Commentary v Technology™ Investigations
Top Stories imate World Canada Politics Indi
Summary
« EU challenges China's dalry probe at WTO over EV tariffs
Business « China's commerce ministry expresses regret over EU's WTO challenge
- « China initiated anti-subsidy investigation on EU dairy products in August
Why China has a beef with Canadian meat
exports BRUSSELS, Sept 23 (Reuters) - The European Commission launched a challenge at the World Trade

Organisation (WTO) on Monday against China's investigation inte EU dairy products, Initiated after the
RCMP, CBSA investigating origins of pork shipment flagged by Chinese inspectors ~ European Union placed import tariffs on Chinese electric vehicles.

This s the first time the European Union has taken such action at the start of an investigation, rather than
g‘ Mark Gollom - CBC News - Posted: Jun 27, 2019 3:00 AM CDT | Last Updated: June 27, 2019 walt for it to result In trade measures against the bloc.

. IATRC ey



Vet Drug MRL & Real-World Trade

Meat Nourishi
urishing Today
Institute | sustaining Tomornow

March 11, 2025

Office of the U.S. Trade Representative
Jamieson Greer

US, Trade Representative

600 17th St NW.

Washington, DC 20508

1 ist in Reviewi ifying Unfair Trade

Dear Ambassador Greer,

‘The Meat Insttute appreciates the opportunity to subrmit comments to the Office of the U.S. Trade
Representative (USTR) in response to Docket Number USTR-2025-0001, “Request for Comments to Assist in
Reviewing and Identifying Unfair Trade Practices and Initiating All Necessary Actions to Investigate Harm from
Non-Reciprocal Trade Arrangements.”

cl

ina Continues to Renege on Commitments Made in the

China Phase One Agreement

The U.S. meat and poultry industry has benefited from significant market access gains under the U.S.-China Phase
One Agreement. The Meat Institute appreciates President Trump's leadership to secure the agreement, which
expanded eligibility for nearly all U.S. beef cuts from cattle of all ages, provided for the adoption of Codex
maximum residue limits (MRLs) for growth promoting hormones in beef, increased the number of beef and pork
plants approved to export, and provided eligibility for further processed products, among other gains. Barriers to
trade, however, remain, including China’s requirement that U.S. pork imports be accompanied by ractopamine-
free certificates of analysis, even though all U.S. pork destined for China is being produced under ractopamine-

Tree verification programs; China's zero-tolerance policy regarding pathogens on the surface of raw pork and beef
imports; and China's ban on the use of Codex and Food and Drug Administration-approved beta agonists.

Alarmingly, the country’s General Administration of Customs (GACC) has, in direct violation of the Phase One
Agreement, suspended a growing number of U.S. beef export for ine findings. While
GACC maintains a zero-tolerance policy for ractopamine in beef, Annex 7, provision 4 of the Phase One
Agreement, provides, “if China determines, based on scientific inspection, that a particular shipment of U.S. meat
or poultry products is in violation of applicable food safety import requirements, China may refuse importation of
that shipment.” However, the Agreement explicitly states that “a significant, sustained or recurring pattern of
non-conformity with an applicable food safety measure” [ie. a ractopamine finding] must be established before
China may refuse to accept shipments from an establishment — suspend a facility’s export eligibility.” In recent
months, China has moved to suspend multiple additional U.S. export facilities, including a cold storage
establishment. In each of these instances, U.S. beef export facilities were suspended upon their first ractopamine
finding, not following a period of repeated violations, and each of the establishments subsequently reviewed and
revised internal processes and controls to prevent recurrences. Yet, there remains no clear path to reinstating
éstablishments suspended by GACC.

consumer markets. For example, Thailand restricts beef offal and maintains zero tolerance on

residues of ractopamine. There is no question about the safety of this product - it was approved for use in the
United States after an exhaustive risk assessment by the U.S. Food and Drug Administration, it is recognized as
safe for use in livestock production by the Codex Alimentarius, and many countries around the world, including
several in the region, like Japan, have adopted ractopamine maximum residue limits for imported products. In
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Objectives

The objectives of this study are to:

» separately identify the demand and supply trade effects of vet drug
MRLs;

» estimate the potential demand-increasing and supply-restricting effects in
the major meat markets.
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Empirical Strategy PPML: Parameterizing Demand & Supply Shifters

The structural gravity model with veterinary drug MRLs as demand and
supply shifters:
Xijke = exp | 1o Mjkt + ¥ In Qjke — pw1 Rijke + w2 FTAjit + pw3 LNGj;
+ w4 COLjj + pws BDRjj + pwe RLGj; — pw7In DST;; (1)

— pwgIn(1+ TARjjkt) + Kkt +Kjt] “€jjkt

where:

» X;:: Bilateral trade flow between i & j in meat market k

» Mji:: Vet drug residue regulatory index for importing country j.
» Rj: Bilateral heterogeneity in vet drug residue regulations

» Qixt: Production capacity of i in k

> Kit, Kjt: exporter-time & importer-time fixed effects.
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SUPLIEIRSEENE A MRL-Factor-Based Regulatory Index - M

Following (Okunola et al., 2025), aggregate bilateral stringency index My:

102 (1+MRL;Z(k))—(1+MRL§z(k))
Mek = N, d;z; (1+MRLS, ) @)

where:
» Ni(c): Number of drug-tissue MRL pairs in meat market k for c=1,j
» D: set of antimicrobials regulated by c=1/,j in k

» Z: set of meat tissues (muscle for beef and pork and muscle + edible
offal for poultry markets)

> MRLilz(k): Codex MRL when it exists or median MRL, otherwise.

> MRLZZ(k): country-level MRLs.
Okunola A. Dennis E. & Beghin J. (2025). AEPP. https://doi.org/10.1002/aepp.13516
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D T Ep ] Ry (e
Vet drug MRLs as Supply shifter - R

Bilateral aggregate regulatory stringency heterogeneity is defined as:

Rijikt = Mjke — Miye. (3)

where:
> Rijx: measures bilateral regulatory heterogeneity in each k.

» M, is the aggregate stringency index for ¢ =1/, in product k.

Rijt >0, stringent importer,

Rjjt =0, harmonized regulations,

Rijke <0, stringent exporter.
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Data & Data Sources

Data & Data Sources

Data

Bilateral trade flows

Standard gravity variables
Tariffs

Vet Drug MRLs

ITC’s MacMap
Okunola et al. (2025),
FoodChain ID. Inc.

» Meat Markets: beef, poultry, pork

» No. of HS6 products: 25

» Countries: 112

» No. of vet drugs: 410

» Data period: 2017-2023

» No of Observations: 1,255,680
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Market Effects of Veterinary Drug Residue Limits

Variable 1 o 1
. -0.070%* 0.265%** 0.180%*%**
Demand shifter (0.033) (0.058) (0.063)
Supply shifter 0.095%%* 0.052 0.034
PPy 0.022) (0.040) (0.033)
Tariff -3.094%%% 1 917H**  _(0.699%**
(0.233) (0.287) 0.227)
Production capacity 1.09gwex 0.999%= 0.996%
P! (0.030) (0.016) 0.013)
0.410%** 0.496*+** -0.090
FTA 0082)  (0112)  (0301)
Distance -0.085 -0.854***
(0.064) (0.034)
Border 1.778%** 0.516***
(0.088) (0.072)
0.293 1.972%%*
Common Colony (0.200) (0.298)
Common Language -0.104 0.465%+=
guag (0.057) (0.079)
. -1.627*** 0.475%%*
Common Religion (0.141) ©.116)
-4.877*** 3.376*** -1.988***
Constant (0805 (0357)  (0.247)
Importer-Time FE No Yes Yes
Exporter-Time FE No Yes Yes
Bilateral FEs No No Yes

Standard errors in parentheses. * p < 0.05, * p< 0.01, * p < 0.001

IATRC

Main Findings

» Vet drug regulations increase
demand for meat products

» Supply effect is smaller &
insignificant
» Meat market is tariff-sensitive

» FTA effect disappeared with
bilaterial FEs in Model [l
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Key Takeaways

Positive & significant demand effect:

» Increase consumer confidence

» Market segmentation where compliant exporters gain market access
» Reduce information asymmetries in the meat market

Positive but insignificant supply effect:

» Exporters may already comply with destination standards

» Compliance cost is already absorbed or sunk

» Supply effects are dominated by importer-side enforcement rather than
exporter regulation.
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Further steps...

Ongoing robustness and heterogeneity checks

Restricting to positive trade flows (intensive margin):
» Examine vet drug MRL effects conditional on market entry

Heterogeneous effects by trade direction:
» North—North trade
» North—South trade
» South—North trade
» South—South trade
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Job Market (2025)

PhD Candidate, University of Nebraska-Lincoln
(International Ag Trade, Food Policy & Agricultural Production)

Contact Information

» Akinbode Okunola: aokunola2@unl.edu

» Elliott Dennis: elliott.dennis@unl.edu

» Edward Balistreri: edward.balistreri@unl.edu

Thank you!
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Appendix

Consumer Problem

ag

22 ("’qui’,-j)”;l} i

max
lagii | &
Subject to:
d
2.2 PrifGi = Yj (1)
ki

> ¢yj: consumer'’s perception of quality of product k.

» o: constant elasticity of substitution.

» pyij: price of product k imported from country i to country ;.

> quJ.: quantity of product k imported from country i to country j.

» Yj: national income of country j.
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Appendix

Producer Problem

S
max Y pkijd;
{qk,-j}js@jeg

Subject to:

ey 2)

6-1
s B
> (vuiais)
J

> 7, "iceberg melting" trade cost factor between i and ;.

» Qy;: production capacity of country i in product k.
» §: non-positive constant elasticity of transformation.

> g;;;¢ quantity of product k shipped from i to j.
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Equilibrium Model & Log-linear Transformation
Structural Gravity Model

1-6 1)(1-5)

-0 ()bk_/

o-1
Aj Tkij

Qk/

Tk

Xyij =

InXijke = pInjee—pInTijpe +yIn Qe =y In7jpee +(1=y) In Yie—(1-y) In Aje +ej
(4)

where: y = 2= 1 & u= (0=1)(1=9) 1)(; 9)
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AUl Parameterizing demand shifter - Pij

Demand shifter - consumer meat quality preference

Following (Xiong and Beghin, 2014), the consumer’s perception of meat
quality ¢ji is parameterized as:

Bk = pok exp(p Mjk) (5)

where:

> pgk consumer's perception of food quality in the absence of
veterinary drug regulation.

» o is the estimable consumer’s perception of food quality.

» M;. is the aggregate regulatory stringency for country j.
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Appendix Parameterizing supply shifter - Rjk

Bilateral trade cost: T

Tijkt = exp[(wl Rjkt) - (a)zFTA,'jt) - (ngNG,'j) - (w4COL,-j)

(4)
- (@sBDRj) - (w6RLG)| (DST5)"" (1+ TRFyje)®

where:
> Rji: measures the bilateral regulatory heterogeneity
» Qixt: Production capacity of i in k

> Kikt, Kjz: exporter-time & importer-time fixed effects.
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AR T T =
Vet drug MRLs as Supply shifter - R

Bilateral aggregate regulatory stringency heterogeneity is defined as:

Rijkt = Mkt — Mige. (5)

where:
> Rijx: measures bilateral regulatory heterogeneity in each k.

» M, is the aggregate stringency index for ¢ =1/, in product k.

Rijt >0, stringent importer,

Rjjt =0, harmonized regulations,

Rijke <0, stringent exporter.
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LULENEDN MRL-Factor-Based Regulatory Index - Mg

Following (Okunola et al., 2025), aggregate bilateral stringency index M
is defined as:

s g [ s
Y =) (1+MRLS, )

where:
» Ni(c): total number of drug-tissue pairs for c in k.
» D: set of all drugs used in producing k.

» Z: set of meat products (muscle for beef and pork and muscle +
edible offal for poultry markets)

> MRLSélz(k): Codex MRL when it exist or median MRL, otherwise.
> MRLZz(k): country-level MRLs.

. IATRC ey



LU PPML: Parameterizing Demand & Supply Shifters

The structural gravity model accounting for demand and supply shifters:

Xijkt = exp [HP Mkt +vIn Qike — pw1 R jjke + pwo FTAjjke + pw3 LNGjjie
+ Uy COL,’jkt + Uws BDR,’jkt + Uwe RLGUkt — MW7 In DST,'J'kt

— Uhwg In(l +TAR,'jkt) + Kkt +Kjt] €kt

(7)

v

where:
» X+ Bilateral trade flow of meat products between j in k
» Mj. is the regulatory index for importing country ;.
» Rj.: measures the bilateral regulatory heterogeneity

» Qixt: Production capacity of i in k

> Kk, Kjz: exporter-time & importer-time fixed effects.
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