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PREFA,CE 

On October 25, 1989, following receipt of a request from the United 
States Trade Representative (USTR), at.the direction of the President, 1 

and in accordance with section 332(g) of the Tariff Act of 1930 (19 U.S.C. 
1332(g)), the U.S. International Trade Connnission instituted investigation 
No. 332-281, Estimated Tariff Equivalents of U.S. Quotas on Agricultural 
Imports and Analysis of Competitive Conditions in U.S. and Foreign Markets 
for Sugar, Meat, Peanuts, Cotton, and Dairy Products, for the purpose of 
providing (1) calculated tariff equivalents of U.S. import quotas on dairy 
products, peanuts, cotton, and sugar and sugar-containing products for the 
individual years '1986-88; (2) a calculation of the tariff equival~nt of the 
voluntary export restraint on meat imported into the United States during 
1987-88; and (3) an assessment of the competitive factors affecting the per
formance of the dairy, peanut, cotton, sugar, and meat industries in domestic 
and foreign markets. 

The USTR requested that the Commission report the results of its 
invest~gation not later than February 28, 1990. 

Notice of the investigation was given by posting copies of the notice 
of investigation at the Office of the Secretary, United States International 
Trade Connnission, Washington, QC, and by publishing the notice in the federal 
ieaister (54 FR 210, November 1, 1989, ·p. 46134). 2 

1 The.request from the USTR is reproduced in App. A. 
2 A copy of the Connnission's Notice of Investigation is reproduc~q ~n Ap,p. 
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EXECUTIVE SUMMARY 

Int_roduction 
·:.-;. 

As requested, this study examines two aspects of agricultural trade. 
First, it examines the competitive conditions affecting five key sectors of 
U.S. agriculture, with particular reference to U.S. Government trade barriers 
and farm-support programs, and their effects on the ability of U.S. producers 
to compete in domestic and foreign markets; it also examines ~ompetitive 
conditions in major foreign supplying countries and in major foreign markets 
for these agricultural sectors. Second, it provides the results of one method 
of estimating the tariff equivalents of U.S. quantitative restraints on 
agricultural imports. 

COIIDITIOHS OF COMPETITION IH U.S. AGRICULTURE 

The major factor affecting competition in all the agricultural sectors 
examined in this report is the set of agr~cultural support programs of the 
U.S. Department of Agriculture (USDA). In those sectors, conunodity prices, 
and in many cases the quantity of domestic and imported supply for these 
conunodities, are set by the Government. Processors and marketers often pay 

. artificially high prices, which makes .. it .. difficul t to compete in domestic and 
export markets against those foreign rivals that do not suffer from inflated 
costs. In addition, high prices drive consumers to cheaper substitutes. 

. J 

The quantitative restraints on agricultural imports examined herein are 
an-integral part of U.S •. Government intervention in markets. In each case, 
they facilitate the operation of USDA farm-support programs. Without import 
restraints, the farm-support programs would either fail or become more 
expensive for taxpayers. By reducing or eliminating imports, these restraints 
prevent .the price-boosting effects of support programs from spilling over into 
international markets, raising prices abroad, and helping foreign rivals. 
Import restraints raise domestic prices and thereby reduce (or eliminate) the 
level of Government expenditures needed to maintain high farm-level prices. 

Other factors that affect competition in the agricultural markets 
examined herein are as follows: 

Sugar and sugar-containing articles 

... U.S. sugar _supplies are affected by the costs of beet and sugarcane 
production, returns from alternative crops, the availability of sugar beet 
factories and sugarcane mills, and the prices set by the Government and the 
market. In addition to being purchased directly for use as table sugar, sugar 
is a significant component of many food products. Total demand for sugar 
depends on the price of sugar, the price of sugar substitutes, consumer 
incomes apd population. The USDA support programs for and import restraints 
on sugar have been the important forces behind the significant growth in the 
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sweetener market for sugar substitutes such as High Fructose Corn Syrup (HFCS) 
and aspartame. However, because of the physical nature of HFCS, it will 
probably not capture much more of the sweetener market. 

In foreign markets, the combination of U.S. price-support/import 
policies and the EC Conunon Agricultural Policy (CAP) for sugar has resulted 
in a depressed world price for sugar. The EC has been transformed from a net 
importer of sugar prior to the CAP to the world's second largest exporter. 
The EC exports refined sugar; its export support policies (and U.S. import 
restriction policies) have resulted in depressed world prices for refined 
sugar to the extent that the margin between world prices for raw sugar and 
world prices for refined sugar are· less than refining costs. This has made 
it difficult for U.S. cane sugar refiners to compete on the world market for 
refined sugar even though .the U.S. reexport program provides for the import
ation of raw sugar to be refined and reexported. Most sugarcane producing 
countries have limited refining capacity, and with higher transportation costs 
for refined sugar than for raw sugar, these countries export only raw sugar • 

. For sugar-containing articles, U.S. producers generally are at a 
disadvantage in both the U.S. and foreign markets since foreign suppliers 
generally have access to world-priced sugar and U.S. producers generally must 
use higher. priced U.S. sugar. This is mitigated to some extent by the U.S. 
reexport program for sugar in sugar-containing articles and by the import 
quotas on certain sugar-containing articles. 

U •. s. meat imports subject to quantitative restrictions are mostly beef 
and veal. Annual domestic supplies-of beef available for domestic consumption 
change due to the nature of the cattle cycle, feed availability, changes in 
the dairy industry and the level of current and expected beef prices. There 
has also been a general shift in consumer demand away from beef to poultry and 
pork. This shift in consumer demand is apparently the result of relatively 
high beef· prices and consumer concerns about health issues. · 

In foreign markets, Japan is the largest market for U.S. exports of 
fresh, chilled or frozen beef. The recent opening of the Japanese market for 
meat imports was .the result of an·early experiment with tariffication in which 
the United States negotiated a replacement of Japanese quantitative restric
tions with tariffs. 

The United States has a comparative advantage in producing grain-fed 
beef because of its low-cost feed grains. The major exporters of beef to the 
United States--Australia and New Zealand--have a comparative advantage in 
producing grass-fed beef because of the availability of low-cost, high· quality 
forage areas in their countries. 

As suggested by a comparison of actual imports with USDA estimates of 
imports without quotas, the meat VRAs have had no significant effects on 
prices or on other factors affecting the ability of the U.S. beef sector to 
compete in the domestic or foreign markets. This is supported by the small 
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and even negative tariff equivalents calculated for this study and the 
apparent difference between the type of beef the United States produces and 
that imported from Australia and New Zealand. There are also no direct price 
support for beef; however, there may be indirect effects on beef from price 
support programs in the U.S. dairy and grain sectors. 

Peanuts 

The available supply of domestic peanuts is affected by climate, the 
availability of land suitable for peanuts and the quota and price support 
programs. Consumer demand for peanuts is strong in the United States and is 
small but growing in foreign markets such as the EC. About half of the U.S. 
supply is used for edible purposes such as peanut butter, the single most 
important U.S. peanut product. The remainder is used for seed, feed and other 
purposes, or is exported. Government intervention is particularly important; 
a support program fixes a two tier price program for peanuts and sets quotas 
on higher tier price supported domestic output and on import supply. An 
unlimited quantity of lower-price-tier "additional" peanuts can then be pro
duced to be exported or crushed into oil and meal in the highly competitive 
oil and meal markets, which are dominated by soybeans and other oilseeds. 
U.S. peanut crush and export volumes may be indirectly affected by the USDA 
domestic peanut support programs. 

The main foreign competitors of the U.S. peanut ~ndustry irt the world 
market are Argentina and China, both of which produce peanuts of significantly 
lower quality than U.S. export peanuts.. This quality difference is reflected . 
in a price premium for U.S. peanuts in important conunodity exchanges such as 
Rotterdam. However, only about 6 percent of the world's peanut production is 
traded internationally; the EC and Japan are major importers of processed and · 
unprocessed peanuts. 

Cotton 

The annual supply of domestic cotton is determined by planted acreage, 
yield per acre, government policies, inventory levels, and expected prices. 
U.S. cotton programs influence domestic cotton prices and planted acreage by 
using nonrecourse loans, target prices, deficiency paym~nts, and acreage 
diversions in an effort to maintain farm incomes and ensure a stable supply of 
cotton. The demand for cotton, derived primarily from the demand for textiles 
and textile products (especially apparel), is subject to shifts in consumer 
tastes for clothing and to competition from substitute fibers such.as 
polyester and wool. 

Domestic cotton prices are also influenced by U.S. cotton exports, 
which absorb roughly half of U.S. cotton production. Foreign textile 
manufacturers in Asia and Europe are the single most important market for U.S. 
cotton producers. Moreover, anywhere from 10 to 15 percent of such exports 
are reimported as clothing from Asian and European textile producers. Textile 
imports, however, are regulated by the Multifiber Arrangement, which moderates 
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the impact that uncontrolled textile imports could have on the domestic 
processing of U.S. cotton into textiles. 

The main exporters or producers of cotton, besides the United States, 
are China, the Soviet Union, Pakistan, India and Australia. However, most 
major producers of cotton are also large consumers of cotton and have import 
and export controls in place to ensure domestic supplies of cotton for their 
own textile industries. 

Dairy Products 

The supply of milk and dairy products is influenced by feed costs, 
genetic improvements in dairy cows, the number of cows milked, and the price 
of milk received. Milk producers are subject to a complex system of State and 
Federal price and product controls and to import quotas on a variety of dairy 
products. These policies influence the prices of such dairy products as fluid 
milk, ice cream, nonfat dry milk, cheeses, chocolate and other milk-containing 
products. However, milk products face increasing competition from such dairy 
product substitutes as imitation cheese made from casein, a milk-derived 
product not produced in the United States, nondairy coffee creamer made from 
corn syrup solids, and margarine made from vegetable oils. But growing demand 
for cheese and low-fat products, .declining prices of milk products relative to 
other foods, and rising consumer incomes have recently increased the demand 
for milk products. 

A combination of factors has affected the ability of the U.S. industry 
to compete in foreign markets with EC, New Zealand, Australian, and Canadian 
dairy exports. The price-support and import-control programs of the United 
States, the EC, Japan, Canada; the lack of hard currency and nonmarket struc
tures in some potential markets such as the Soviet Union; and low income 
levels in other potential markets have combined to create a relatively small 
volume of total world dairy production being traded in the world market. 
Despite this "thin" world market for dairy products,·low-cost producers, such 
as New Zealand and Australia export a large share of their dairy production; 
however, their combined output accounts for only 3% of world production. The 
small volume of traded dairy products and the high prices of Northern Hemi
sphere dairy producers inhibit the ability.of those producers to compete 
effectively in world markets without some form of Government export 
assistance. 

THE TARIFFICATION CONCEPT 

Tariff Estimates 

There are several methods of varying sophistication by which to 
calculate tariff equivalents. Data .limitations· in most cases required us in 
this study to rely on the price-gap method to estimate the tariff-equivalents 
of U.S. import quotas. The price-gap method assumes the gap between the U.S. 
price and the (presumably lower) world price is caused by the restrictive 
effects of the import quota. A tariff equal to the price gap would then cause 
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the same trade distortion, but in a more transparent inanner. In some cases, 
including some articles containing sugar or.dairy products, adjustments must 
be made by applying the estimated tariff equivalent for sugar or milk compo
nents to the product on the basis of its sugar or milk-component content per 
unit of weight. Specific tariff equivalents are the price gaps themselves, 
and Ad valorem tariff equivalents are equal to the price gaps divided by the 
world price. As requested, separate estimates are provided for the years 
1986, 1987, and 1988. 

Table A·on the following page swmnarizes the Commission's estimates of 
the tariff equivalents of U.S. quotas and voluntary export restraints on agri- · 
cultural imports. 

Inadequate Data And Other Problems 

Several problems present themselves in the estimation of tariff 
equivalents of quantitative import restrictions. Some of these problems can 
be accommodated, but others must be ignored. Inadequate data are the most 
common problem; accurate calculation requires price data for the same stage of 
production, the same. geographic and product market, and over the same time 
period~ Where possible, adjustments were made for product differences (which 
can distort domestic and world prices apart from any effects of quotas) and 
geographic differences (registered mainly in transportation costs). However, 
it is usually difficult, and often impossible, to-obtain prices that are truly 
comparable, the differences between which truly reflect only the effects of 
the quota. 

A related problem is the fine definition of products subject to quotas; 
it is often impossible to find ~ither domestic or world prices for products 
that are highly disaggregated. 

Finally, many quotas are country-specific and may be binding on some but 
not all.of the countries subject ·to the quota. Moreover, in most cases, a 
quota covers a broad range of products, the price gaps for which differ from 
product to product. The often complex presentation of tariff schedules also 
can make it difficult to determine exactly which products are covered by a 
quota. That there is a single tariff equivalent of such multiple quotas is a 
difficult conceptual and empirical ~rgument to make. 
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Table A. Estimated tariff equivalenu of U.S. quotaa on 1111lected agricultural imporu 

M WOO!!! b11:;Uic 
IHI!! 12!!6 12!!7 1288 lH§ 1287 1288 

----------percent------ -----cents/kilogram------
ll&Y Sugar 223 203 102 29.76 30.01 22.80 
Jtefined Sugar 163 163 62 32.01 32.28 19.52 
Sugar-Containing Product•: 

Blended syrups, not in retail 
containers 77 77 36 lS.04 lS.12 11.46 

Edible pnparationa containing 
leas than 6S percent sugar, not 
in retail containers 127 127 60 24.96 25.11 19.03 

Sweetened cocoa powder 82 82 39 lS.98 16.09 12.19 
Flour mixes and doughs 

containing over 10 percent 
sugar, not in retail containers 49 49 23 9.S9 9.66 7.32 

Edible preparationa containina 
over 10 percent sugar 106 106 so 20.79 20.92 15.85 

Boneless Cow Beef 1.6 6.1 2.9 12.2 
Bull Beef O* 2.0 O* 4.4 
Peanuts: 

In-shell, unroaated 34.3-51.2 35.7-52.8 69.1-90.1 6.9-10.3 1.1-10.5 11.2-14.6 
Shelled, unroasted or routed 31.4-38.6 32.4-39.7 55.2-63.6 12.7-15.6 13.0-15.9 19.1-22.0 

Cotton: 
Type "A" 7-25 0-8 0-4 7.19-24.67 0-10.94 0-5.20 
Type ""B" 17-40 0-7 0-7 12.83-30.31 0-8.40 0-7.17 
BLS cotton 0-4 0 0 0-9.04 o.oo o.oo 

Dairy: 
Dry Whole Hilk 160.6 164.1 64.5 148.4 151 .3 97.S 
Nonfat Dry Hilk 142.5 67.6 5.7 99.9 68.3 9.3 
Blltter 190.2 182.1 95.9 192.5 177.S 128.3 
Blltteroil 273.7 271.2 200.9 321.7 312.2 271.0 
Cheddar Cheese 132.5 121.8 47.3 145.8 134.0 78.0 
Fluid Hilk Products in Ita--

9904.10.03 ,1, ,1, ,1, 116.6 109.4 73.0 
9904.10.06 ,1, ,1, ,1, 17.2 14.1 6.6 

Dried Hilk Products in Itea--(2) 
9904.10.09 142.5 67.7 5.7 99.9 68.3 9.3 
9904.10.12 160.6 155.6 64.5 148.4 151.2 97.5 
9904.10.15 73.5 ,1, ,1, 148.4 151,2 97.5 
9904.10.18 179.0 88.0 5.5 99.9 68.3 9.3 

Blltter (Item 9904.10.21) 190.2 188.9 95.9 192.5 18lf.1 128.3 
Butteroil (Item 9904.10.24) 273.7 271.3 200.8 321.7 312.2 271.0 
Cheese in Item--(3) 

9904.10.27 105.2 88.9 34.7 145.73 134.04 78.04 
9904.10.30 132.5 121.8 47.3 145.73 134.04 78.04 
9904.10.33 172.5 (1) ,1, 145.73 134.04 78.04 
9904.10.36 92.4 72.1 27.2 145.73 134,04 78.04 
9904.10.39 llS.O. 112.6 42.8 145.73 134.04 78.04 
9904.10.42 74.7 67.0 27.5 145. 7.3 134.04 78.04 
9904.10.45 96.6 91.5 40.3 145.73 134.04· 78.04 
9904.10.48 83.5 78.9 30.8 145.73 134.04 78.0lf 

Not available. 
2 Based on butterfat and nonfat •olid• content. 
3 Baaed on FAS world price data; data also reported baaed on butterfat and nonfat solids content in the 
chapter on dairy producu. 
*-The estimated tariff equivalent for this item in this year ves negative. 

1tQ71: See text and tables in the following chapters covering the respective commodities for detail9d 
explanation.a of the estimation of these tariff equivalents, and.for important qualificationa and caveats 
applicable to th .... 
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CHAPTER 1. INTRODUCTION 

Tbe Scope of this Report 

In this study, the Conunission was requested to examine two aspects of 
agricultural trade. The first is an examination of the conditions of 
competition currently affecting several key sectors of U.S. agriculture, with 
particular reference to U.S. Government trade barriers (specifically, import 
quotas and voluntary export restraints negotiated with foreign exporters), and 
their effects on the ability of U.S. producers to compete in domestic and 
foreign markets. It is important when negotiating reductions in agricultural 
trade barriers to understand and anticipate the various benefits and costs 
that such barriers -- and their removal -- have for the U.S. industry. 
-Detailed descriptions of the industries and markets for the various 
agricultural sectors are presented in chapters 2 through 6. 

The second aspect is the estimation of tariff equivalents of one set of 
trade-distorting policy measures--quantitative restrictions on U.S. agricul
tural imports. These are presented at the end of each of the respective 
chapters and sununarized in tabular form in the Executive Sununary. 

On a conceptual level, this approach to trade liberalization is 
attractive because it is uncomplicated and it enables one to address at once a 
wide variety of trade barriers -- a particularly important aspect of trade 
negotiations in agriculture. However, in actually carrying out the 
calculation of tariff equivalents of a rather narrow group of trade-distorting 
policies (import quotas and VERs), we have encountered a number of empirical 
difficulties. We discuss these difficulties in the fol'lowing chapters with 
the intent of alerting those who wish to pursue the tariff ication approach to 
potential pitfalls in its application, pitfalls that are magnified when 
tariff ication is expanded to the wider range of trade-distorting policies 
found in agricultural sectors abroad. 

/ 

Method Used to Calculate Tariff Eguivalents 

Definition of a Tariff Equivalent 

This study presents estimates of the tariff equivalents (TEs) of U.S. 
import quotas on dairy products, peanuts, cotton, and sugar and sugar 
containing products for 1986, 1987, and 1988. It also presents estimates of 
the TEs for the voluntary export restraints (VERs) on exports of meat to the 
United States in 1987 and 1988. 

Figure 1 illustrates the effect of an import quota on the U.S. market 
for the restricted imports. The import demand and supply curves are as 
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labelled. In a free-trade envirorurtent, P0 and Q0 are the free market price 
and quantity. If imports are restricted by quota to Q*, then the price in the 
importing country will be P* and the price in the exporting country will be 
P1 • 1 A tariff in the amount (P*-P1) will also restrict imports to Q*--the 
imports allowed under the quota. The tariff (P* - P1) is called the tariff 
equivalent of the quota. 2 

Figure 1-1. Import supply and demand. 

Import supply 
p p* 
r 
i Po 
c 
e P1 

Impo~t demand 

Q* Qo 
Quantity per year 

There are cases discussed in the literature .under which this . 
"equivalent" tariff would not have the same effect on imports as the quota. 
One such case is if the ·domestic producers are not pure price-takers with the 
quota. Other such cases involve the presence of uncertainty, changes in the 
economy, or the possibility of trade retaliation. 3 . The most important of 

1 Transport and insurance costs are ignored in fig. 1. Per unit transport and 
insurance costs to the U.S. from the country of origin should be subtracted 
from the price gap between the U.S. and originating-country prices to obtain 
the appropriate TE. To be consistent with U.S. Customs practice, ad valorem 
tariff equivalents should be stated as a percentage of customs value, i.e., 
the import's price f.o.b. foreign port. Ad valorem estimates that could not 
be computed on this basis are noted in their respective chapters; these cases 
include refined sugar, articles containing sugar, peanuts, and cotton. 
2 See Caves and Jones, World Trade and Payments Boston: Little, Brown and 
Company, 1981, p. 246. 
3 For a discussion of the less than pure price-taker case, see Jagdish 
Bhagwati, "On the Equivalence of Tariffs and Quotas," .in R~ Baldwin (ed.), 
Trade. Growth. and the Balance of Payments (Chicago: Rand McNally, 1965) and, 
by the same author, "More on the Equivalence of Tariffs and Quotas", American 
Economic Review Vol. 58 (1968), pp. 142-46; also, Hirofumi Shibata, "A Note on 
the Equivalence of Tariffs and Quotas," American Economic Review, Vol. 58 
(March 1968), pp. 137-42. For a discussion of equivalence in the presence of 

(continued ••• ) 
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these for the quotas considered in this study is the presence of uncertainty 
over world prices. 4 

A tariff equivalent can also be found for an export quota or VER. It 
should be noted, however, that a tariff applied to total imports of the 
product will reduce the total imports by more than a tariff of the same height 
that is levied only on imports from the VER countries. Also, the general 
tariff will allow greater imports from the VER countries than the tariff 
limited to these countries. 

The tariff equivalent of any quota is likely to change over time for 
several reasons. One important reason is that exchange rates change over 
time. For example, although the Japanese auto VER has remained at·2.3 million 
vehicles per year, the TE for this VER has fallen from around $3,000 per car 
in 1985 to nearly zero in 1988, largely as a result of the sharp drop in the 
value of the U.S. dollar. 5 

For agricultural products, changes in weather conditions are 
particularly important sources of changes in TEs. For instance, a devastating 
hurricane in the Caribbean could lower world sugar supplies, raise world sugar 
prices and lower the TE of U.S. sugar import quotas. 

Other market conditions can also change, such as production technologies 
or agricultural programs at home or abroad. Either type of change could affect 
U.S. or world prices and alter the TE. 

Long-run supplies are likely to be more price responsive than short-run 
supplies. Consider sugar as an example. When the world price dropped 

3 ( ••• continued) 
uncertainty, see Gideon Fishelson and Frank Flatters, "The (Non)Equivalence of 
Optimal Tariffs and Quotas Under Uncertainty," Journal of International 
Economics, Vol. 5 (November 1975), pp. 385-93; and Leslie Young, "Ranking 
Optimal Tariffs and Quotas for a Large Country Under Uncertainty," Journal of 
International Economics, Vol. 9 (May 1979), pp. 249-64. For a discussion of 
equivalence under the possibility of trade retaliation, see Carlos Alfredo 
Rodriguez, "The Non-equivalence of Tariffs and Quotas Under Retaliation," 
Journal of International Economics, Vol. 4 (August 1974), pp. 295-98; and 
Edward Tower, "The Optimum Quota and Retaliation," Review of Economic Studies, 
Vol. 42 (October 1975), pp. 623-30. ' 
4 Uncertainty about price variability must be distinguished from the risk of 
variable prices. Uncertainty is an unsystematic form of risk. Thus, risk can 
be the awareness that prices may rise or fall by, say, 20 percent around the 
seasonal average, and with that knowledge, the actions of buyers and sellers 
may be modified accordingly. Uncertainty is the awareness only that prices 
may rise or fall, and is more difficult to accommodate. 
s See Crandall, "The Effects of U.S. Trade Protection for Autos and Steel," 
Brookings Papers on Economic Activity, 1, 1987, p. 277, and USITC, Import 
Restraints, Phase I, USITC Publication Number 2222, October 1989. 
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significantly in the early 1980's, world production did not change much 
initially. Prices were determined largely by short-run variable production 
costs such as the cost of harvesting cane from existing fields. In the longer 
run, however, low prices have induced producers to leave the industry or cut 
back on planting new cane fields as the old fields ~re exhausted. Thus, the 
long run price more nearly reflects all production costs, including the 
planting of new fields. Consequently, the TE has become smaller. 6 

Examples of the variability of the gap between protected and world 
prices (and implicitly TEs) are presented in Table 1-1. It is obvious that 
the TE of a quota on an agricultural product is likely to change substantially 
from year to year. 

Table 1-1. 
Examples of the variability of the gap between protected and world prices, 
selected commodities, 1986-88 

{Percent ad valorem) 

Commodity 

Raw sugar . ....................... . 
Nonfat dry mild .••.•.•......••..•• 
Cheddar cheese . .................. . 

1986 

223 . 
143 
133 

1987 

203 
68 

122 

Source: Taken from tables in later chapters of this report. 

Quota Rents 

I 

1988 

102 
6 

47 

The gap (P*-P1), multipiied by the quantity imported, is commonly refer-
ed to as the quota rent. This rent can go to importers or exporters, or can 

6 It should be noted that long-run cost functions do not affect the estimation 
of TEs for short-run periods, past or present. The fact that a short-run 
price is (or was) unsustainable does not affect the calculation of a tariff 
that would have yielded the same level of imports that occurred under a quota 
in a given year. 

We have sometimes used a low-cost producer's price to estimate a price 
gap when there were a number of higher-cost suppliers. However, the estimated 
TE in this case might be overstated, because there may be higher-cost 
producers producing mainly for the U.S. market who would drop out of the 
market if a TE based on the low-cost producer's price were put in place, and 
the lowest-cost producer may not be able to totally replace their output. 
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be split between them, depending on the way the quotas are administered and 
the relative market power of the importers and exporters. In a competitive 
market with a global import quota (a quota applied to all foreign suppliers 
on a first-come, first-served basis), the quota rents will accrue to the 
importers. In a competitive market with VERs, the quota rents will accrue to 
the exporters. Any existing tariff and shipping charges will come out of 
quota rents and have no effect on the U.S. price or on world production. 
Where importers and exporters both have market power, the rents can be split, 
but again there will be no effect on either the U.S. price or total world 
production. Where exporters receive all or part of the quota rents, the U.S. 
customs and c.i.f. values of imports will exceed the price in the exporting 
country. In this case, it is inappropriate to compare unit values of U.S. 
imports with U.S. domestic prices to measure the TE of the quota. 

The Price-Gap Method for Estimating Tariff Equivalents 

There are a number of methods for estimating TEs. 7 The price-gap method 
is the most direct method of estimating the price effects of border measures. 
The price gap is the difference between the U.S. price for the product and the 
world price inclusive of freight and handling charges incured in moving the 
product from the foreign supplier to the U.S. market. 8 Most governments 
collect and report domestic prices for agricultural products. In addition, 
the United Nations Food and Agriculture Organization receives and publishes 
domestic prices for many agricultural commodities and countries. 

Many products are traded on international commodity exchanges; in such 
cases the actual trading prices are publicly available. These prices, 
adjusted to include transport and insurance costs, serve as excellent proxies 
for world prices at the U.S. border. When commodity exchange quotes are not 
available, researchers often use import prices (c.i.f.) as proxies for world 
prices. If prices are not available, average unit values might be used 
although they are subject to greater measurement error than prices. As an 
alternative tp· unit values, we occasionally used the domestic price from a 
low-cost producer, after adjusting for international transport and insurance 
charges, as a proxy for the world price at the U.S. border. When exporters 
are likely to receive the quota rents, as with VERs, export prices to the 
United States can be compared to export prices to a country that allows free 
entry of the product. In this case it is inappropriate to use the U.S. import 

7 R.E. Baldwin, "Measuring Nontariff Trade Policies," NBER Working Paper 
/12978, May 1989, and A.V. Deardorff and R.M. Stern, "Methods of Measurement of 
Non-tariff Barriers," UNCTAD, January 1985, provide excellent surveys of these 
methods. 
8 Tariff equivalents can be presented in two ways--as an addition to existing 
tariffs or as an all-inclusive tariff replacing any pre-existing tariff. The 
latter presentation is used in this report. 
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price to measure the price gap, because this price already includes the quota 
rents. 

The price-gap method for estimating the TE of a quota is valid only if 
the two prices are measured accurately and the domestic and foreign products 
are nearly perfect substitutes for each other. 9 These two conditions are 
seldom met completely. Howeve·r, for the agricultural products considered in 
this study, the error in this method usually is small. Nevertheless, errors 
can arise. The following swmnarizes the main sources of error. 

Sources of Possible Errors 

Errors in the domestic price observations 

Errors in measuring the domestic price within a country can occur for a 
number of reasons. First, different countries might record the domestic price 
at different stages in the chain of distribution. The U.S. Department of 
Agriculture attempts to measure the price paid to farmers, i.e., the farmgate 
price. Other countries might measure the domestic price at the first point of 
sale between unrelated parties, which may exceed the. farmgate price. Still 
other countries might choose to include direct payments to farmers and report 
the per-unit revenue received by farmers. Second, there might be more than 
one price for the same commodity during the same marketing period. For 
example, farmers may be guaranteed a minimum price for a prespecified volume 
of production with any additional production being sold at a free-market 
price. 10 The reported price could represent the support price,· the free
market price, or an average of the two prices. 

Errors in the world price observations 

For many products, world prices are available from.commodity-exchange 
transactions. These prices then must be adjusted for transport and insurance 
costs to obtain world prices at the border for a particular home country. 

9 In order to interpret the tariff-equivalent estimate as the increase in the 
domestic price caused by the border measures, a further assumption must be 
made; namely, that the border measures do not affect the world price. Strong 
border measures protecting a large home market could depress the world price 
for a commodity below what it would be in a free-trade world. For example, 
the United States has very severe import restraints on sugar. This policy has 
reduced world consumption of sugar, thus resulting in a lower world price. In 
this case, the price-gap overstates the rise in the domestic price caused by 
the border mea~ures, but it _still accurately represents the TE of these 
measures. 
10 Similarly, processors may be subsidized provided they process designated 
domestic production. 
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For products not traded on international coJIDnodity exchanges, but for 
which domestic prices are available for a number of countries, the lowest 
domestic price is often used as a proxy for the world price. 11 Alternatively, 
the export price of a major exporter could be used for the world price. In 
both cases, an adjustment must be made to account for costs of international 
transport and insurance. 

Imports are not identical to domestic products· . 

If the domestic product and the imported product are not perfect 
substitutes, their prices would not be equal in the absence of border 
measures, and therefore, the difference between these two prices need not 
accurately reflect the price effects of border measures. Some agricultural 
products differ in attributes depending upon the end use. For example, fruits 
and vegetables destined for the fresh market may differ from those destined 
for the processor market. There are numerous varieties of wheat, e.g., for 
bread and for pasta. Cereal grains may differ depending upon whether they are 
for human or animal consumption. 

In some cases, agricultural conunodities produced domestically may differ 
from those produced in foreign countries. Such differences can arise as a 
result of differences in growing conditions,· government standards, or 
production technologies. Where shipment costs are the same for different 
qualities of a product, quotas are likely to cause quality upgrading. 

Even if cormnodities are physically identical at home and abroad, things 
such as delivery lead times and shipment sizes can differ between imports .and 
domestically produced products, causing wholesaling costs to be higher for 
imports and leading to a higher factory gate price for the domestically 
produced product. 12 In this case, a price gap measured on what seems to be a 
comparable pre-wholesale basis (such as cormnodity exchange prices adjusted for 
transport and insurance costs) will overstate the true TE. 

Other measures are also restrictin2 imports 

It should be noted that the price gap measures the effects of all border 
measures on a product. These include some border measures not usually 
associated with import restraints, such as 'sanitary and phytosanitary 

11 For example, New Zealand is often cited as the most efficient producer of 
dairy products. 
12 See M. M. Jondrow, D. E. Chase, and C.L. Gamble, Tbe Price Differential 
between Domestic and Imported Steel, Public Research Institute, October 1977 
for an illustration. 
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standards that discriminate against imports. 13 To the extent that other 
border measures exist, price gaps will tend to' overstate the true tariff 
equivalent for the nontariff barriers being considered. 

The Treatment of Articles Containing Sugar or Mille 

Placing a tariff on the sugar content of articles containing sugar (ACS) 
equal to the TE on refined sugar should remove the incentive to import ~CS 
solely because of a price advantage from lower world sugar prices. Imports 
should therefore be equal to their free-trade levels. 

For example, suppose there is a bulk cake mix with 20 percent sugar 
content. Suppose the nonsugar content costs 50 cents per pound in foreign 
countries and 60 cents per pound in the United States. Suppose the U.S. price 
for refined sugar is 25 cents per pound and the world price is 14 cents per 
pound; One pound of cake mix made in the U.S. would cost 

(60 x 0.8) + (25 x 0.2) = 53 certts. 

One pound of foreign-made cake mix would cost · 

(SO x 0.8) + (14 x 0.2) = 42.8 cents. 

Eight cents of the price advantage that· the foreign product has is due to the 
cost advantage from nonsugar components and would constitute the free-market 
advantage for imports. 2.2 cents of the price advantage is due to the sugar 
content. 

If import quotas of ACS have been set equal to the prequota free-trade 
levels, then application of the refined sugar TE to the sugar content of ACS 
should yield the correct TE on these articles, and ACS imports would not 
undermine the sugar quotas. If import quotas on ACS have been set at levels 
higher (lower}"-than free-trade levels, then application of the refined sugar 
TE to the sugar content would lead to higher (lower) protection for the sugar 
producers than under the current quotas. 

The same reasoning can be applied to obtaining TEs for dairy products 
based on price gaps for the butterfat and milk solids components. Actual 
application is more complicated for dairy products than for ACS, and the 
resulting estimated TEs are less accurate. One of the biggest complications 
is that there is no reason to expect that quotas on dairy products are close 
to free-market import levels, since most of the dairy product quotas are based 
on trade patterns of many years ago. 

13 A list of major categories of nontariff measures and related policies is 
given in Deardorff and Stern, op. cit., pp. 13-14. 
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Written Submissions Receiyed from Interested Parties 
·-

The Conunission received num¢ro~s comments on the investigation.in 
response to its invitation for writ~en submissions from interested parties 
(see the Notice of Investigation reproduced in Appendix B). Many of these 
cOnDDents pertained to the various methods available for estimating tariff 
equivalents; others concerned the analysis of competitive factors in U.S. 
agricul~ure. These comments were considered and incorporated in the following 
chapters. Summaries of the written submissions are presen~ed in Appendix F. 

1-9 



.'· . 



CHAPTER 2. SUGAR AND SUGAR-CONTAINING ARTICLES 

Introduction 

Sugar and other sweeteners are among the most pervasive food items in 
every market in the world, ingredients in almost everything we eat. Producers 
of sugar-containing articles include firms in virtually every line of the food 
business, from candy to bread to soup to TV dinners--even table salt (the 
iodized version) contains dextrose (as a drying agent).· In many' of these 
uses, sugar can be replaced with alternative sweeteners such as high-fructose 
corn syrup (HFCS), the consumption of which has surpassed that of sugar in 
recent years in the United States. Sugar (sucrose) is produced from sugarcane 
and from sugar beets; cane-produced sugar accounts for most of the world's 
supply. 

Worldwide production of sugar topped 100 million metric tons in both 
1987 and 1988, of which about one-quarter entered international trade. The 
six largest producers of sugar are, in declining order of importance, the 
European Community (EC), India, the Soviet Union, Brazil, Cuba, and the United 
States: together these nations supply just over half of the world's supply. 
The largest exporters are Cuba and the EC, accounting for about two-fifths of 
world exports. The· largest import markets include the Soviet Union, the EC, 
China, and the United States, together accounting for over two-fifths of world 
imports. 

International trade in sugar is restricted by the trade barriers of some 
large markets, most notably the EC and the United States. These barriers help 
expand sugar production in these countries, but they hinder exports from 
important developing-country producers·. There is also some question as to 
their overall benefit to U.S. sugar producers (particularly cane refiners), in 
view of the competitive advantage given by sugar support programs to producers 
of sugar substitutes, such as HFCS. 

Tbe U.S. Sugar Industry 

Domestically produced sugar comes from both sugarcane and sugar beets. 
The important physical and locational differences between these r.aw materials 
support two completely separate lines of production; at the refining stage 
they converge to produce an identical end product, sugar (sucrose), which then 
enters a complex set of markets centered around the food processing industry. 
The effects of Government intervention (primarily farm-support policies) are 
felt directly at the level of the beet and cane farms, but the indirect 
effects flow through the entire chain of production, through the .entire food 
industry and consumer market. The following examines first the structure and 
performance of the sugar industry, then the market for sweeteners, then the 
farm support programs of which sugar import quotas are an important part. 
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INDUSTRY STRUCTURE 

The sugar producing industry consists of five segments: sugar beet 
growers; sugar beet factories; sugarcane growers; sugarcane millers; and raw 
cane sugar refiners. Figure 2-1 presents a schematic representation of the 
process of producing refined sugar. 

Sugar beets.are grown in 13 States scattered throughout the Midwest, the 
Great Plains, and the West (table 2-1). There are about 8 ,00.b sugar beet 
farms, nearly all of moderately large size (50-500 acres), 1 but none so large 
that its supply has any effect. on the markets for raw and refined sugar. The 
total value of U.S. sugar beet production topped $1 billion in 1987 and 1988. 

Nearly 1,000 sugarcane farms are found across 4 States (Florida, 
Louisiana, Texas, and Hawaii) and Puerto Rico. 2 U.S. production of sugarcane 
exceeded $900 million in 1988. 

Approximately 36 beet' sugar factories process U.S. sugar beets into 
refined sugar. These firms employ 7,600 persons, and annually produce 3 
million-4 million tons of beet sugar, valued at upwards of $1.7 billion. The 
refining of sugarcane requires two steps: cane sugar mills, which number 
about 40 in the United States, produce raw cane sugar, which is ·further 
processed into refined sugar in about 23 cane sugar refineries. These firms 
employ .about 5,500 persons, and annually produce 3.4 million tons of refined 
cane sugar, at a value of $1.5 billion. Combined U;S. output of refined sugar 
(excluding that from imported raw sugar) in 1988 totaletl 7 million tons, 
valued at over $3 billion. · 

INDUSTRY PERFORMANCE 

Industry sources indicate·that the U.S. sweetener industry is now 
heal thy, stable, and well balanced. 3 · All segments of the industry, ·including 
cane and beet growers and processors, cane sugar refiners, and corn sweetener 
producers, are now operating at close to capacity. To arrive at this 
condition required substantial change in all parts of the industry, with 
substantial rationalization in the beet and cane processing segments and 
particularly ~n the cane sugar refining segment. 

Data on costs of production for raw cane sugar and refined beet sugar 
are calculated by the U.S. Department of Agriculture. In 1987~ the latest 

1 1987 Census of Agriculture. 
2 Ibid. 
3 The Changing Structure of the U.S. Sweetener Industry, William C. 

~hanley, III, President and CEO, Amstar Sugar Corp .• paper presented at the 
USDA Annual Agricultural Outlook Conference; Nov. 29, 1989. 
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ye~r for which data are available, production costs for refined beet sugar 
totaled about 21 cents per pound, wnile production copts for raw cane sugar 
totaled about 19 cents per pound. 4 

One indicator of industry performance is price trends. Prices :for both 
sugar beets and sugarcane have generally been rising in recent years (table 
2-2). The price for raw sugar, as well as wholesale and retail prices for 
refinedsugar, have similarly,increased in recent years (table 2-3). A 
relatively rapid increase in the wholesale price for refined beet sugar during 
1986-88 squeezed the retail-wholesale price margin from 11. 7 to 11.1 cents per 
pound, and widened the wholesale-raw price margin from 2.5 to 3 . .4 cents per 
pound. This rise in the wholesale price is hard to explain, as the (mostly 
variable) costs of refining beet sugar declined during this period, according 
to annual cost data from the USDA. 

THE U.S. MARICET FOR SUGAR 

The U.S. market for sugar is, as noted, the fifth largest in the world, 
valued at over $3 billion. In addition to sugar, there are growing markets 
for HFCS, aspartame, 5 and other 'substitutes for sugar, which together have 
succeeded in capturing more than half.(by volume) of the 16 million-ton U.S. 
swee.tener market, compared with less than one-third of the 1980 market of 14 
million tons. ' 

The largest consumers of sugar in the United States are the bakery, 
cereal, and confectionery sectors· of the food processing industry; together, 
these products account for about one-third of the sugar market (table 2-4). 
Another third enters a variety of nonindustrial channels, including the retail 
market for table sugar and the restaurant and institutional trades. Other 
food uses, including dairy products and beverages, account for the remaining 
third of the market. The beverage industry, once the principal industrial 
market for sugar, has decline_d in importance as HFCS and low-calorie 
sweeteners have displaced much of the demand.for sugar; it now accounts for a 

4 Angelo~ Luigi, Annette L. Clauson, Ron Lord, and Frederic L. Hoff, "Sugar 
beet and Sugarcane Production and Processing Costs--1987 Crop," Sugar and 
Sweetener Situation and Outlook Report, U.S. Department of Agriculture, pp.23-
28. 

5 The patent on U.S. aspartame production, held by the Nutrasweet Company, 
will expire in December 1992, at which time its price will probably fall 
sharply (by as much as 60 to 70 percent, according to USDA reports), as 
production increases. As the USDA has noted, this development has greater 
implications for HFCS producers than for sugar producers, because aspartame 
faces its greatest competition in the soft-drink market, where HFCS is also 
~-~rong. According to industry analysts, both products benefit significantly 
from the USDA price-support program for sugar. 
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mere 3 percent of the sugar market. Trace amounts of sugar go into various 
non-food uses, such a·s pharmaceuticals, toothpaste, and cigarettes. 

Sugar demand_ is determined by, among other things, the price of sugar 
and sugar-containing_items and their substitutes, disposable income, and 
population._ Price and income elasticities of demand for sugar, which vary 
according to the stage of production and the end use market, are generally 
considered to be inelastic, 6 because sugar is a small part of the total cost 
of many of the items in which it is used, and consumer expenditures on sugar 
do not absorb· a major share of disposable income. The growing availability of 
sugar substitutes, however, will probably make future sugar demand more 
responsive to price. 7 

In recent years, HFCS has, to a large extent, replaced sugar in 
beverages and in certain processed foods. Between 1980 and 1988, consumption 
of HFCS tripled to 6 million tons, while that of refined sugar fell by one
fifth, to 7.6 million tons (table 2-5). The HFCS market, after growing 

.rapidly since the mid 1970's, is now believed to be a mature market, with any 
future growth linked to growth in the soft-drink market. 8 Other sweeteners, 
such as honey and syrups, maintain small but stable shares of the overall 
sweetener market. 

The greatest influence on the sugar market, and the main factor behind 
the gro~h of the market for sugar substitutes and the need for the U.S. quota 
that currently restricts imports to one-tenth of total supply (in 1989), has 
been the USDA support program for growers of sugar beets and sugarcane. This 
program, which is of paramount importance in shaping the U.S. sugar market, is 
explained next. Its implications for competition in the domestic and foreign 
sugar markets are explained later in th~s chapter. 

GOVERNMENT INVOLVEMENT IH THE SUGAR IHDUSTRY 

Governme,rlt irivolvement in the U.S. sugar industry has a long history. 
The "Sugar Trust" of the late 1800's was one of the first concentrations of 
market power to attract the attention of the Federal Government. 9 The U.S. 

·sugar industry has been subject to government programs since 1890, mainly in 
the form of tariffs and quotas on imported sugar and sugar products. 

6 For examples of estimates of these elasticities, see Rigoberto A. Lopez, 
"Political· Economy of U.S. Sugar Policies," American Journal of Agricultural 
Economics 71(1) ·(February 1989), pp. 20-31, and sources cited therein. 

7 Ibid.: . · 
8 Ihe Changing Structure of the U.S. Sweetener Industry, paper presented by 

William C. Shanley, III, President and CEO, Amstar Sugar Gorp., at the USDA 
Agricultural Outlook Conference, Nov. 29, 1989. 

9 Alfred S. Eichner, Ihe Emergence of Oligopoly: Sugar Refining as a Case 
Study; Baltimore: Johns Hopkins Press, 1969. 

2-4 



" · The principal U.S. Government pol~cy is the maintenance of a price-
support program for producers of sugarcane and sugar beets. U.S. Government 
sugar programs mainly involve the provision of minimum price supports through 
the use of nonrecourse loans and require the administration of import 
restrictions on raw sugar, refined sugar, specialty sugar, and sugar
containing products. These programs affect not only sugar producers, but also 
U.S. consumers, both intermediate and end users, and foreign producers. The 
following discussion describes the various mechanisms employed by the U.S. 
government that affects the U.S. sugar industry. 

Tbe price-support program for sugarcane and sugar beets 

Section 20l(j) of the Agricultural Act of 1949, as amended by the Food 
·security Act of 1985, requires a price....:support program for domestic sugarcane 
and sugar beets for the 1986-90 crop years. Price support for sugarcane is 
effected through a system of nonrecourse loans for raw cane sugar at not less 
than 18 cents per pound; sugar beet prices are supported through nonrecourse 
loans on refined beet sugar at such levels as the Secretary of Agriculture 
determines is fair and reasonable in relation to the loan level for raw cane · 
sugar. The USDA support price for refined beet sugar is based on the 
historical relationship between net selling prices of refined beet sugar and 
raw cane sugar. 

Loan rates vary by region. The n~tional average loan rates for 1988/89 
raw cane sugar and refined beet sugar are 18.0 cents and 21.37 cents per 
pound, respectively. The loan rates, by_region, for 1988/89 and 1989/90, are 
shown below (in cents per pound): 

Region Beets 1988/89 1989/90 

1 Michigan & Ohio 21.94 22.43 
2 Mihn. & eastern N. Dakota 21.04 21.55 
3 NE Col., NW Kan., Neb., & Wyoming 20.91 21. 54 
4 Texas 21. 74 22.03 
5 Mont., NW Wyoming, & western N. Dakota 20.90 21.47 
6 Eastern Idaho. 20.55 20.90 
7 Western Idaho 20.55 20.90 
8 California 21.34 21.64 

Cane 

Florida 17.76 17.98 
Louisiana 18.27 18.49 
Texas 18.03 18.29 
Hawaii 17.42 17.71 
Puerto Rico 17.19 17.30 
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The national averages for sugar beet and sugarcane loan rates during the 
1985/86-1988/89 crop years are as follows (in cents per pound): 

~ Beets Cane 

1985/86 21.06 18.00 
1986/87 21.09 18.00 
1987/88 21.16 18.00 
1988/89 21.37 18.00 

Section 902 of the Food Security Act of 1985 requires the President to 
use all available authority to enable the Secretary of Agriculture to operate 
the sugar program at no cost to the Federal Government, by preventing the 
accumulation of sugar acquired by the Conunodity Credit Corporation. The USDA, 
in order to avoid loan forfeitures; has established a market stabilization 
price (MSP) above the loan rate. The difference between the loan rate and the 
MSP includes the estimated freight and related marketing expenses for raw 
sugar, the interest required to rede~m a loan, and an incentive factor to 
encourage processors to sell sugar in the marketplace rather than forfeit 
their loan. The MSP for the 1986-89 crop .years is as follows _(in cents per 
pound): 

-
ll.§n 1985/86 1986/87 1987/88 1988/89 

Loan rate for 
raw ~ane sugar ••••••• 18.00 18.00 18.00 18.00 

Transportation and 
handling costs ••••••• 2.51 2.93 2.96 2.97 

Interest costs at 
full loan maturity ••. .79 .65 .60 .. 63 

Incentive to 
market sugar ••••••••. .20 .20 ___,_2_Q _...1Q 

Total (MSP) •••••• 21.50 21. 78 21.76 21.80 

Loans under the sugar price-support program are nonrecourse loans. 
Sugar processors can elect to forfeit to the CCC the sugar held as collateral 
on the loan and not be liable for any additional amounts. Sugar cannot be 
forfeited earlier than 6 months after the loan is obtained. A notice of 
intention to forfeit most be given to the CCC at least 30 days prior to 
forfeiture. There have been no forfeitures of sugar since the 1984/85 
marketing year. · 
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Quotas on sugar imports 

Additional U.S. Note 2 to Chapter 17 of the Harmonized Tariff Schedule 
of the United States (HTS) authorizes the President to proclaim quotas on 
imports of sugar whenever the Sugar Act of 1948 or substantially equivalent 
legislation is not in effect. The Sugar Act of 1948 expired on December 31, 
1974. The President proclaimed a global nonrestric-tive quota, effective 
January 1, 1975, which was revised to a country-by-country quota effective May 
11, 1982 (Presidential Proclamation No. 4941). The overall quota is allocated 
among specified countries according to percentages expressed in the 
proclamation (the allocations were based on shares of U.S. imports held during 
1975-81, a period when no restrictive import quotas were in effect). The 
percentage allocations, enumerated in additional -U.S. note 3 to Chapter 17 of 
the HTS are shown in appendix D. 

The proclamation contained several provisions for the modification of 
the quota system. The Secretary of Agriculture is authorized to establish 
minimum quotas for specified countries to provide them reasonable access to 
the U.S. sugar market, to provide for quota periods other than quarterly quota 
periods, and to provide for the carrying forward of unused quota amounts into 
subsequent quota periods. The United States Trade Representative may modify 
the country-by-country allocation provisions and may prescribe further rules, 
limitations, or prohibitions on the entry of sugar if such actions are found 
appropriate to carry out the international obligations of the United States. 

Initially~ the quotas were established on a quarterly basis; beginning 
October 1, 1982, they were put on an October 1-September 30 quota year. 
Later, the quota year was put on a calendar year basis. The current quota 
"year" is 21 months, from January 1, 1989-September 30, 1990. Country-by
country quota allocations for 1986-88 are shown in table 2-6. Imports under 
the quota system must be accompanied by country-of-origin certificates issued 
by the USDA. The. certificates· are issued in accordance with a previously 
announced quarterly shipping distribution plan. 

Sugar for use in the production of polyhydric alcohols and sugar to be 
reexported in refined form or in sugar-containing products are exempt from the 
quotas, pursuant to additional U.S. Note 3(ij), Ch. 17, of the HTS. Such 
sugar must be imported in conformance with regulations issued by the U.S. 
Department of Agriculture. 

The Caribbean Basin Economic Recovery'Act of 1983 provides for annual 
absolute quotas on duty-free imports of sugar into the United States from the 
Dominican Republic, Guatemala, and Panama, effective January 1, 1984, as 
follows: 10 

10 These quotas provide for an absolute limit on total imports of sugar 
into the United States from the named countries. The quota quantities are 
much larger than the quantities in the quotas provided for in additional U.S. 

(continued .•. ) 
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Quota 
Source (metric tons) 

Dominican Republic-----------------
Gua temala------------------------~-
Panama----------------------------

Total------------------------

Quotas on imports of sugar-containing products 

780,000 
210,000 
160.000 

1,150,000 

In order to protect the price-support program for sugarcane and sugar 
beets, imports of certain sugar-containing products are restricted pursuant to 
section 22 of the Agricultural Adjustment Act, as amended. The quotas, 
provide~ for in five HTS subheadings in Chapter 99 (reproduced in app. C), are 
SUJlDnarized below: 

Subheading 

9904.50.20 

9904.50.40 

9904.60.20 
9904.60.40 

9904.60.60 
,r 

' 

Abbreviated Article Description 

Blended syrups containing sugar, not 
in retail containers. 

Edible preparations containing over 
65 percent sugar, not in retail 

containers. 
Sweetened cocoa powder. 
Flour mixes and doughs containing over 

10 percent sugar, except doughs in 
retail containers. 

Edible preparations containing over 10 
percent sugar. 

Quota Quantity 
(metric tons) 

None 

None 

2,721 
6,350 

76,203 

These quotas are on a first-come, first-served basis covering a calendar 
year. They have been in effect since January 1, 1989 (the effective date of 
the HTS). Their predecessor provisions under the TSUS (ostensibly with the 
same product coverage) were in effect since June 28, 1983, with respect to 
articles provided for in HTS items 9904.50.20 and 9904.50.40 (Pres. Proc. 

10 ( ••• continued) 
note 2 to Chapter 17 of the HTS which limits imports of sugar for consumption 
in the United States, but provides for additional sugar to be imported for the 
manufacture of polyhydric alcohols and for refining and reexport as refined 
sugar or in sugar-containing products. 
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5071) and since January 28, 1985, for HTS i terns 9904. 60. 20, 9904. 6CL 40, and 
9904.60.60 (Pres. Proc. 5294, as modified by Pres. Proc. 5340). 

Quotas on specialty sugars 

In June 1983, the Secretary of Agriculture announced a quota of 
2,000 short tons, raw value, for specialty sugars (48 F.R. 122). Such sugars 
are defined to be (1) sugars, sirups, or molasses provided for in items 155.20 
and 155.30 of the TSUS which are not currently conunercially produc~d in the 
United States or reasonably available from domestic sources; (2) the product 
of a country listed in headnote 3(c)(ii) of subpart A, part 10, schedule 1 of 
the TSUS; and (3) requiring no further refining, processing, or other 
preparation prior to consumption, other than incorporation as an ingredient in 
human food. 11 Included among such products are certain types of brown sugar, 
powdered sugar, and pearl sugar. This quota, which has changed slightly over 
time, currently is set at 1,814 metric tons, raw yalue. The countries that 
have been provided a portion of this quota are shown in the headnotes to 
Chapter 17 of the Harmonized Tariff Schedule Capp. D). 

Quotas on imports of certain sugar-containing articles from the ~f 

As a result of the so-called "pasta war," the United States imposed 
quotas on imports of certain articles from the European Conununity (~C), 
including candy and other confectionery and sweetened chocolate in bars or 
blocks weighing 4.5 kilograms each. The quotas, reproduced in appendix D, 
became effective January 1, 1987 and restrict imports from the EC to about 
150 percent of the annual amount that entered previous to the quota. 

Fees on imports of refined sugar 

Imports of refined sugar and liquid sugar are subject to a fee, pursuant 
to section 22 o~ the Agricultural Adjustment Act, of 2.2 cents per kilogram Ci 
cent per pound)' (HTS items 9904.40.20-and 9904.40.60; see appendix:c). The 
fees originally were imposed on raw as well as refined sugar and we_re used in 

·conjunction with the import duties to regulate imports (instead of quotas); 
the fees were imposed effective December 23, 1981 (Pres. Proc. 4887r. The 
fees on raw sugar imports were suspended and the fee on refined ~nd liquid 
sugar was set at 2.2 cents per kilogram effective October 1, 1982-(Pres. Proc. 
4940). 

11 The quota now applies to HTS items 1701.11, 1701.12, 1701.91.:20, 
1701.99, 1702.90.30, 1702.90.40, 1806.10.40, and 2106.90.10. 
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Import·duties 

Additional U.S. Note 2 to Chapter 17 of the HTS provi~eJ for the column 
1 (most-favored-nation) rates of duty on sugar. It provid~s ithat whenever the -
Sugar Act of 1948 or substantially equivalent legislation is (not in effect, 
the President shall proclaim a rate of duty (not lower than the rate in effect 
on January l, 1968) and a quota which will give due consideratiQn to the 
interests :in the U.S. sugar market-of domestic producers a~d :materially 
affected contracting parties to the GATT. The current column 1 rate of duty 
applicable to sugar· is 1.377928 cents per kilogram (0.625 cent per pound), raw 
value (the lowest rate which the President can proclaim). 12 Duties on sugar 
are· assessed by a rate formula ·(1.4606 cents per kilogram less 0.020668 cent 
per kilogram for each degree under 100 degrees (and fractions in proportion) 
but not•less than 0.943854 cent per kilogram). 13 Application of the rate 
formula based on degrees of purity is intended to yield the same duty per 
kilogram ·of recoverable sucrose content for raw sugar of varying 
concentrations as is applied to refined sugar (100 percent recoverable 
sucrose). Duties are generally quoted on the basis of 96-degree raw sugar
equivalent, as such sugar constitutes· the bulk of world trade. Section 201 
(a) (2) of the Trade Expansion Act of 1962 establishes the ceiling rate, which 
is to be no more than 50 percent above the rate existing on July 1, 1934 
(1.875 cents per pound or 4.13368 cents per kilogram). raw value-, or a maximum 
rate of 6.2004375 cents per kilogram (2.8125 cents per pound). raw value. 
Sugar-containing articles: are provided for under nuinerous item numbers with 
import duties ranging from free to 35 percent ad valorem in column 1 (see app. 
D for excerpts from the HTS). 

Foreign trade zones 

Foreign trade zones (FTZ's) were created by the Foreign Trade Zones Act 
of 1934, as amended (19.U.S.C. 81a-u). The Act is administered by the Foreign 
Trade Zone Board, which comprises the Secretaries of Connnerce (the Chair), 
Treasury, and the Army. FTZs are areas under the supervision of the U.S. 
Customs Service that are ·technically outside_ the customs territory of the 
United States but are, in fact, ·geographicat'!y within such territory. FTZs 
were originally created to allow approved firms to import goods free from 
duties and other restrictions in order to store, distribute, condition, or 
combine the goods with domestic products, all ·for reexport; or for temporary 
storage until such time the imported goods are entered into U.S. customs 
territory and are subject to·duties and restrictions. The Act was amended in 
1950 to include manufacturing as an approved activity, and was _further amended 
in 1952 to create special purpose zones or subzones. Various other amendments 
and decisions have broadened the scope of FTZs throughout the years. 

12 This rate is the rate that was in effect on Jan. 1, 1968. 
13 Sugar degrees, a measure of purity, are determined by polariscopic test. 
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The first FTZs for sugar were ~pproved in 1983 for seven sugar.blending 
operations in four FTZs. The USDA initially advised the FTZ Board that it 
would not be opposed to these operations, which produced blends containing 
le,ss than 65 percent ·imported sugar. However, in 1984, the USDA reversed its· 
po~ition and notified the FTZ Board that the operations interfered with the 
q~mestic price support program for sugar. The FTZ Board decided to allow the 
i~~tial seven operations to continue and set an annual quota of 55,950 tons of 
sugar in products produced for domestic consumption. 14 According to the U. s. 
General Accounting Office (GAO). FTZ operations resulted in-imported finished 
products containing ab9ut 39,950 tons of sugar in 1986. 15 However, any such 
imports are subject to appropriate duties, fees, and· quotas. According to 
the GAO, three of the FTZ sugar operations were active as of May 31, 1988. 

In March 1987, the FTZ Board approved four new subzones (two firms) 
involving the use of sugar for a two year trial period. The operations in 
these subzones were restricted to either reexporting or producing sugar
containing articles that are subject to import quotas. A one-year extension 
was granted in early 1989. 

In October 1989, a major U.S. candy manufacturer requested FTZ status 
for imports of sugar. The request is currently being considered. _ 

Drawback 

Under section 313(8) of the Tariff Act of 1930 (19 U.S.C. 1313 (a)), a 
manufacturer that imports merchandise and then exports products produced from 
the- imported merchandise is eligible to receive a refund of th_e duties and 
fees paid on the imports, less 1 percent. 16 Additionally, if both imported 
and domestic materials of the S8.Jl).e kind and quality are used within a 
specified period to produce a product, some of w~ich is ~xported, drawback 
equal to 99 percent ·o:f the.duties and fees paid on the imported material is 
payable on the exports·.· Under this section, c8'lled the substitu.tion 
provision, it does not matter whether the actual imported material or similar 
domestic material was used to produce the exported articles 
(19 U.S.C. 1313 (b)). To claim drawback, eJt~orts must be made within 5 years 
of the ·date of° importation~ and the pr.oduct to be exported must be produced 
during the first 3 of ·=those years. Also, clal.ms for drawback must be filed 
within 3 years of the date of expqrtation. 

14 This is in addition to the quotas ·adritin;s~ered· by Customs. 
15 U. s. General Accounting Off ice; Report to Congressional' Requesters. 

Sugar Program. Issues Related·to Imports of ·sugar~containing Products, June, 
1988. 

16 This refund also applies to any durnping,_countervailing, 9~ marking 
duties paid on imports (Customs regulatl.oris, ._ 19 CFR 22. 41) '.- --. 
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Embargoes 

Several embargoes,currently restrict U.S. imports of sugar! The most 
longstanding embargo prohibits imports of all goods, including sugar, from 
Cuba. This .emb~rgo was effective pursuant .to Presidential Proclamation 3447, 
dated February 3., 1962; under th~ authority of section 620(a) of the Foreign 
Assistance Act o·f 1961 (75 St~t. 445), as amended. The embargo is significant 
for sugar b~cause Cuba is the wor~~·s fourth leading sugar p~oducer and is the 
world' s leading sugar exporter.: 17 

On May 7, 1985, pursua~t'to Executive Order 
prohibited imports of any goods from Nicaragua. 
relatively minor sugar producer. 

12513, th~ President 
However, . Nicaragua is a 

On September 30, 1986, pursuant to the Comprehensive Anti-Apartheid Act 
of 1986, the South African sugar quota was transfer~ed to the Phiiippines, 
where. it still remains. South Africa's quota was set at 2.3 percent of total 
imports and amounted to 58,420 short tons, raw vaiue, in 1984/85. 

U.,S. imports of sugar from Panama wer~ suspended in March 1988 under the 
authority of the 4zlti Drug Abuse Act of 1986 an~ the Foreign Operations Act of 
1988. The quota was pro rated among the remaining quQta countries for the 
remainder of the year. · 

Conu;>etitiye yonditions in Foreign Sugar Ind,ustries 

EUROPIWl COMMUH.ITY 

The EC is the world's leading sugar producer (table 2-7). In 1988, the· 
EC accounted for ·14 percent of total world ·sugar production (raw value basis). 
EC sugar production fluctuated during the period under revie~ and ranged from. 
14.2 million metric tons in 1988 to 15."0 million metric toris in 1987. The 
principal EC member sugar producer!'! are France (28 percent of 1988 EC 
produ.c;:tion) ~ West Germany (21 percent), Italy (13 percent), . and the United 

· Kingdom (9 perc~nt) • . Virtually ·all .EC sugar production is from sugar beets. 

The EC is the world's second leading sugar exporter, following Cuba. EC 
sugar exports decreased from 5.6 million metric tons in 1986 to 5.5 million . 
metric tons in 1988, or by 3 percent (table 2-7). Exports were equivalent to 
39 percent of production in 1988. 

Data on sugar. productio.t;i costs in major producing countries ar:e 
periodically published.by Landell Mills Commodities Studies, Ltd. (LMC). The 
reports published. by LMC are· ~onfidential and copyrighted with regards to data 

.. : . . . . ~ -

' .. 
17 Not including· the .;EC ,as, a single unit. 
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on individual countries. However, LMC has allowed the publication of cost 
ranges for groups of countries. Table 2-8 gives data on such costs. The EC 
is included in the LMC category for major beet sugar exporters. According to 
the LMC data, beet sugar production costs (refined value basis} in the 
category.including major EC sugar producers (France, West Germany} ranged 
between 14.00 cents per pound and 23.90 cents per pound in 1987, the latest 
year for which data are available. 

Government involvement in the EC sugar industry is extensive. The main 
components of EC government sugar programs are production quotas, price 
supports, and export subsidies. It is generally acknowledged that such EC 
government involvement has had the effect of making the EC the world's leading 
sugar producer and one of the leading exporters despite being one of the 
world's highest cost sugar produc'ers. 

The EC establishes annual production quotas which are allocated among 
member nations, where they are further allocated among indi.vidual processors. 
There· are two quotas, designated as "A" and "B". The A quota is set to 
approximate EC sugar consumption. The B quota represents sugar that is 
produced in excess of EC consumption and is subsidized either through EC 
intervention or export subsidies. Each member state receives an A and a B 
quota. The quotas are allocated by the member states to refiners in their 
regions and are further allocated by refiners to growers (mainly of sugar 
beets). Sugar that is produced in excess of both the A and B quota amount is 
referred to as "C" sugar and is not subsidized or allowed to be marketed 
within the EC. Producers generally produce C sugar as a hedge against poor 
yields. B and C sugar may be carried forward into the next marketing year to 
be charged against the next year's A quota. The carry-over, which is eligible 
for EC government storage assistance, is limited to 20 percent of the A quota. 
The EC quota system generally has led to chronic overproduction, as the cost 
of producing A and B sugar is covered by the EC government, and the cost of 
holding C sugar may be subsizided. In 1988, A sugar production totaled 
10.2 million metric tons (refined basis), B sugar production totaled 
2.2 million metric tons, and C sugar production totaled 1.3 million metric 
tons. 

The EC price support program for sugar consists of annually set minimum 
support prices for both sugar beet growers and sugar refiners. Sugar 
processors are required to pay a minimum beet price to sugar beet producers. 
The EC government sets a minimum intervention price for A and B sugar at a 
level which appropriate EC agencies are required to purchase all sugar offered 
by refiners. Such purchases are rarely made, as domestic prices are further 
supported by export subsidies on surplus sugar supplies. Producers generally 
bid for export restitutions in order to be competitive in the world sugar 
market. The EC generally grants such restitutions based on the lowest bids 
and the quantity desired to be exported in a given time period, usually a 
week. 

Under the Lome convention, the EC grants preferential treatment to 
imports of sugar with certain African, Caribbean, and Pacific (ACP) countries. 
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Specific quantities are imported annually free of levies at guaranteed prices. 
Such imports are limited to 1.3 million metric tons annually. 

Costs of the EC sugar program are financed,. in part, by the imposition 
of production levies on sugar beet producers and processors. Levies, which 
are a percentage of the intervention price, are imposed on processors who, in 
turn, are allowed to pass a proportion of the levy back to growers. Since 
1982, a maximum levy of 2 percent on A sugar and 39.5 percent on B sugar has 
been collected. An additional levy was imposed in 1985 as a result of 
continued deficits in the EC sugar program. This levy, called the elimination 
levy, is 1.31 percent of the intervention price. And, the EC imposed a 
special elimination levy in 1988 to further reduce the deficit. 

INDIA 

India is the world's leading producer of sugarcane18 and the world's 
second largest sugar producer, accounting for 10 percent of total world sugar 
production in 1988 (table 2-7). Indian sugar production increased from 
8.0 million metric tons in 1986 to an all-time record 10.0 million metric tons 
in 1988, or by 25 percent. Increased domestic sugar demand wa.s the primary 
factor which led to the rise in production. 

According to data from the U.S. Department of Agriculture, there are 
410 licensed sugar units in India. 19 Annual capacity is reported to total 
8.2 million metric tons. 

Indian sugar exports are relatively unimportant compared with the 
domestic market. Such exports are mainly covered by preferential bilateral 
agreements between the EC and the United States, with a relatively small 
amount of exports destined to neighboring areas. Exports decreased from 
57,000 metric tons in 1986 to 30,000 metric tons in 1988 (table 2-7). Exports 
were equivalent to less than 0.5 percent of production in 1988. 

Detailed data are not available on sugec production costs in India. 
However, the USDA estimates that aggregate Indian sugar production costs were 
$356.40 per metric ton (approximately 16.17 cents per pound) in 1988. Under 
this estimate, India can be considered to be a relatively low cost sugar 
producer. In 1988, the aver~ge price of sugar in India was approximately 
$479.15 per metric ton (about.21.73 cents per pound). Given the above. 
estimated production cost, Indian sugar producers showed an average net 
revenue of $122.75,per metric ton (about 5.57 cents per pound). 

18 In 1987/88 India harvested about 3.3 million hectares of sugarcane. 
19 Foreign Agricultural Service report IN9023, "India: Sugar Annual," April 

14, 1989, New Delhi. 
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The goverrunent of India maintains a statutory minimum price for 
sugarcane. However, in most years, mills generally pay a higher, state
advised price to cane growers. The goverrunent also regulates the domestic 
marketing of raw sugar. Mills must sell a percentage of their output at a 
goverrunent-mandated price, which is usually lower than the free market price. 
The goverrunent also regulates the location and capacity of sugar mills. 

BRAZIL 

Brazil is the world's second leading producer of sugarcane20 and the 
fourth leading sugar producer. Brazilian sugar production rose from 
8.3 million metric tons in 1986 to 8.7 million metric tons in 1987 before 
falling slightly to 8.5 million metric tons in 1988 (table 2-7). The decline 
in 1988 production resulted from lower sugarcane output due to drought. The 
decline was mitigated somewhat by a higher yield. 

As with sugar production, Brazil's sugar exports ranks fourth in the 
world. Sugar exports generally trended downward during the period under 
review and totaled 2.1 million metric tons in 1988. This was equivalent to 
about one fourth of total Brazilian sugar production that year. . 

Data on sugar production costs in major-producing countries are 
periodically published by Landell Mills Conunodities Studies, Ltd. (LMC). The 
reports published by LMC are confidential and copyrighted with regards to data 
on individual countries. However, LMC has allowed the publication of cost 
ranges for groups of countries. Table 2-8 gives data on such costs. 
According to the LMC data, raw cane sugar production costs (raw value basis) 
in the category including Brazil ranged between 10.30 cents per pound and 
14.70 cents per pound in 1987, the latest year for which data are available. 

The Brazilian sugar industry is subject to extensive goverrunent 
involvement. The sugar industry is regulated by the Sugar and Alcohol 
Institute (IAA). The IAA determines total sugarcane availability through 
planting quotas and allpcates cane supplies ~o alcohol and sugar production. 
This is done after the IAA considers domestic alcohol and sugar demand, export 
opportunities, and stock requirements. Alcohol production receives 
preferential consideration for cane supplies. 

For sugar production, the IAA sets annual production quotas for each 
mill. Domestic sugar prices -are also set by the IAA, usually at annually 
fixed levels• In addition, the IAA controlled sugar exports and owned sugar 
export storage and handling facilities during the period under review. The 
export functions of the IAA were privatized as of June 1, 1989. 

20 In 1987/88, Brazil harvested about 2.0 million hectares of sugar cane. 
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The IAA provides investment credit to the sugar industry at nominal 
interest rates that are significantly lower than the Brazilian inflation rate. 
This credit, which is for modernization and expansion, is effectively at 
negative rates of interest and may significantly lower the cost of production 
estimates reported above. 

CHINA 

China is the world's fourth leading producer of sugarcane and the sixth 
leading producer of sugar beets. 21 It is the world's seventh leading sugar 
producer. China's sugar production declined significantly during the period 
under review, from 5.5 million metric tons in 1986 to 4.8 million metric tons 
in 1988, or by 16 percent (table 2-7). A decline in sugarcane and sugar beet 
production was directly responsible for the fall in sugar production. 

·According to the USDA, there are more than 500 sugar processing 
facilities in China, with a total annual sugar production capacity of 
6.3 million tons. Official Chinese statistics report that in 1984, the latest 
year for which data are available, there were 535 sugarcane mills and 122 
sugar beet refineries. 

Chinese sugar exports are relatively small and ranged between 271,000-
459,000 tons during 1986-88. Exports were equivalent to between 5-8 percent 
of production during the period. 

Data are not available on the costs of producing sugarcane and sugar 
beets in China. Sugarcane procurement prices were set by the Chinese 
government at $18-$21 per metric ton and sugar beet procurement prices at 
$24 per metric ton during the period under review. Data on sugar production 
costs in major producing countries are periodically published by Landell Mills 
Commodities Studies, Ltd. (LMC). According to the LMC data, beet cane sugar 
production costs (refined value basis) in the category including China ranged 
between 33. 60 c,ents per pound and 46. 40 cents per pound in 1987, the latest 
year for which data are available (table 2-8). The USDA further reports that 
China's cost of production for raw cane sugar in 1986 was 37 percent above the 

·world average. 22 The main factor in China's high-cost position is the fact 
that most Chinese sugar processing facilities are relatively small and 
outdated. 

China is a nonmarket economy and government involvement in the sugar 
industry is extensive. All land is state owned, as are sugar processing 

21 In 1987/88, China harvested 859,000 hectares of sugar cane and 498,000 
hectares of sugar beets. 

22 Buzzanell, Peter J., Robert D. Barry, and Francis C. Tuan, "China's 
Sugar Industry: Performance and Prospects," Sugar and Sweetener Situation and 
Outlook Report, March 1989, U.S. Department of Agriculture, Washington, D.C. 
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facilities. In general, the government sets prices and production quotas, 
subsidizes and allocates production inputs, and regulates the marketing of 
sugar. Most targets are set in 5-year plans. 

In the early 1980's, farm production was reorganized from a commune 
system to a household contract responsibility system, whereby each farm 
household is responsible for marketing and production decisions for its 
individual plot. 

The Chinese government controls trade in sugar through a licensing 
system. 

AUSTRALIA 

Australia is the world's seventh leading producer of sugarcane23 and the 
eighth largest sugar producer. Production was relatively stable during 1986-
88 and totaled a record 3.5 million metric tons the latter year (table 2-7). 
Sugar production stability resulted mainly from tight government control of 
the industry. In 1985, there were 6,600 sugarcane growers in Australia. 24 In 
1986, there were 33 sugar mills and 7 sugar refineries. 
. . . 

Australia is the world's third leading sugar exporter. Exports play a 
'_major role in the Australian sugar sector. As with production, exports have 
been quite stable during the past 'several years, ranging between 2.7 million 
and 2.9 million metric tons during 1986-88. Exports were equivalent to 
between 77-84 percent of production during this period. 

Data on sugar production costs in major producing countries are 
periodically published by Landell Mills Commodities Studies, Ltd. (LMC). 
Table 2-8 gives data on such costs. Australia is included in the LMC category 
for major raw cane sugar exporters'. According to the LMC data. raw cane sugar 
production costs (raw value basis) in the category including Australia ranged 
between 10.30 cents per pound and 14.70 cents per pound in 1987, the latest 
year for which data are available. 

The Australian sugar industry is regulated by the Commonwealth and 
Queensland governments. The Queensland government administers a quota system 
for cane growers and mills. The government also contracts with two private 
firms, CSR Limited and Millaquin Sugar Company Pty. Limited, to refine and 
market sugar for domestic production. CSR Limited acts as the agent for 

23 In 1987/88, Australia harvested 321,000 hectares of sugar cane. 
24 Year Book Australia 1986, p. 288, Australian Bureau of Statistics, 

Canberra, 1986. 
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export transactions·and distributes industry revenues to cane growers and 
millers. 25 

Domestic refined sugar prices are set by the Queensland and Conunonwealth 
governments, using the consumer price index as a base. In addition, the 
Australian government has historically'maintained an import embargo on sugar. 

Recent developments portend the decontrol of the Australian sugar 
industry. The longstanding sugar import embargo was lifted on June 30, 1989 
and replaced with tariffs of 35 percent ad valorem on raw sugar and 25 percent 
ad valorem on refined sugar. These duties are to be staged to a uniform 
15 percent ad valorem level by July 1, 1992. In addition, sugar producers in 
New South Wales have recently established a refining cooperative apart from 
the regulated producers in Queensland. These developments will create a more 
competitive Australian sugar market. 

THAILAND 

Thailand is the sixth leading producer of sugarcane26 in the world with 
an estimated 106,000 sugarcane growers. 27 It is the world's ~inth leading 
sugar producer. Thai sugar production rose moderately from 2.6 million metric 
tons in 1986 to 2.7 million metric tons in 1988 (table 2-7). The increase in 
sugar production during the period totaled only about 5 percent, despite a 
13 percent rise is sugarcane production. Unfavorable weather conditions 
generally caused lower sucrose yields from sugarcane during the period. 

According to USDA reports, 28 there are 46 sugar mills in Thailand. 
There reportedly are 3 state-owned sugar mills in Thailand. Data are not 
readily available on the number of sugar refineries in Thailand; however, 
according to USDA reports, there is at least one refinery in Thailand. 29 

Thailand is the world's fifth leading sugar exporter. Exports are the 
driving force of the Thai sugar industry, as more than three-quarters of 
production is exported annually. Thai sugar exports were relatively 
stationary during 1986~88 at about 2 million metric tons annually. Ever
increasing domestic demand for sugar is likely to diminish the importance of 
exports to the Thai sugar industry in the near future. 

25 Year Book Australia. 1986, Australian Bureau of Statistics, Canberra, 
1986. 

26 In 1987/88, Thailand harvested about 571,000 hectares of sugar cane. 
27 U.S. Department of Agriculture, Foreign Agricultural Service, Thailand 

Sugar and Molasses Annual Report, report number TH8016, April 8, 1988. 
28 Ibid. 
29 Ibid. 
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Data on sugar production costs in major producing countries are 
periodically published by Landell Mills Commodities Studies, Ltd. (LMC). 
Table 2-8 gives data on such costs. Thailand is included in the LMC category 
for major raw cane sugar exporters. According to the LMC data, raw cane sugar 
production costs (raw value basis) in the category including Thailand ranged 
between 10.30 cents per pound and 14.70 cents per pound in 1987, the latest 
year for which data are available. 

Thai government involvement in the sugar industry consists mainly of a 
system of regulated wholesale and retail refined sugar prices in order to 
support the farm price of cane sugar. In addition, the goverrunent imposes 
business taxes on domestic sugar sales and premiums on sugar exports. The 
government has recently been reducing or waiving the business taxes and export 
premiums for the sugar industry from the published tax and premium rate of 9.9 
percent. 

The government also affects sugarcane acreage by only guaranteeing 
sugarcane prices to planters that are registered with the government. 
Nonregistered growers are allowed to produce sugarcane, but at nonguaranteed 
prices. 

The Thai government also maintains a production quota system. Sugar 
produced under the quota designation A is primarily for the domestic market; 
sugar produced under the quota designation B is for long-term export 
contracts; sugar produced under the quota designation C is for unrestricted 
export. Sugar mills must produce sufficient sugar for the A and B quota 
before producing sugar for unrestricted export under the C quota. 

Thai sugar exports must be carried 
which comprises individual sugar mills. 
groups are members of the Thai Cane and 
long-term export contracts. 

u.s.s.R. 

out by four producer groups, each of 
All of the mills and the producer 

Sugar Corporation, which negotiates 

The Soviet Union is the world's third leading sugar producer, behind the 
EC and India; it is the world's second leading producer of sugar beets, 
producing nearly as much as the entire EC. 30 Soviet sugar production rose 
from 8.3 million metric tons in 1986 to 9.6 million metric tons in 1988, or by 
16 percent (table 2-7). In 1988, there were approximately 10,500 state and 
collective sugar beet farms and 323 sugar factories in the Soviet Union. 31 

. 
30 In 1987/88, the Soviet Union harvested about 3.4 million hectares of 

sugar beets. 
31 USSR: Annual Centrifugal Sugar Report, 1988, Report Number UR9041, 

Foreign Agricultural Service, U.S. Department of Agriculture, April, 1989. 
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Most of the sugar factories are located in the Ukraine and the Russian 
Republic in the proximity of sugar beet farms. 

Exports are relatively unimportant to the Soviet sugar industry. Soviet 
sugar exports showed no discernable trend during 1986-88. when they r~nged 
between 173.000-327.000 metric tons. Exports were equivalent to 2 percent of 
production in 1988. Most Soviet sugar exports are destined to the Eastern 
European market. 

The Soviet Union is the world's leading importer of sugar. However. 
Soviet sugar imports declined from 5.2 million metric tons in 1986 to 
4.5 million metric tons in 1988. or by 13 percent (table 2-7). The share of 
consumption accounted for by imports also declined. from 39 percent in 1986 to 
32 percent in 1988. as production increased and imports declined during the 
period. 

As the Soviet Union is a nonmarket economy. government involvement in 
the sugar industry is pervasive. In general. production inputs. such as land 
and capital. are state owned or controlled. The government sets production 
targets and procurement quotas. guarantees and sets prices. and provides 
capital and input subsidies. The government also provides for research and 
development for the industry. 

CUBA 

Cuba ·is the world's fifth leading sugar producer and the third leading 
producer of sugarcane. Cuban sugar production was virtually constant during 
1986-88. ranging between 7.2 million-7.4 million metric tons (table 2-7). An 
extended drought during the period caused erratic cane production and sucrose 
content and led to flat production. 

According to the USDA. there are 154 state-owned sugar mills in Cuba. 32 

The mills ape scattered throughout the island in sugarcane producing areas. 
It is believed that there are no large scale. commercial sugar refineries in 
Cuba. According to dated sources. 33 several sugar mills are equipped with 
sugar refining machinery. These mills refine sugar primarily for domestic 
consumption. with small amounts exported. 

Cuba is the leading sugar exporter in the world. Historically. sugar 
has been the mainstay of the Cuban economy. Sugar exports provided about 

32 Buzzanell. Peter J. and Jose F. Alonso. "Cuba's Sugar Economy: Recent 
Performance and Challenges for the 1990's." Sugar and Sweetener Situation and 
Outlook Report Yearbook, June. 1989, U.S. Department of Agriculture. 
Washington. D.C. 

33 Smith. Dudley, Cane Sugar World, p. 9. Palmer Publications, New York. 
1978. 
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three-fourths of annual export· revenues during the 1980's. Cuban sugar 
exports declined during 1986-88, from 7.0 million metric tons the tormer year 
to 6.5 million metric tons the latter year, or by 7 percent. Lag$ing 
production levels and increasing domestic demand led to the overall decline in 
sugar exports during the period. 

Data are not available on costs and revenues in the Cuban sugarcane 
industry. However, a relatively recent shift from manual labor to machines in 
the cane cutting process is believed to have substantially increased sugarcane 
harvesting efficiency and decreased production costs. Data on sugar 
production costs in major producing countries are periodically published by 
Landell Mills Commoditie·s Studies. Ltd. (LMC). Table 2-8 gives data on such 
costs. Cuba is included in the'"LMCcategory for.major raw cane sugar 
exporters. According to the LMC data. raw cane sugar production costs (raw 
value basis) in the category including Cuba ranged between 10.30 cents per 
pound and 14. 70 cents··p·er pound in 1987. the latest year for which ·data are 
available. 

Cuba, like the Soviet Union, is a nonmarket economy. and the sugar 
industry is virtually owned by the state. The government contrdis the 
production and marketing of all sugarcane and raw sugar and sets sugar prices. 
All sugar mills are owned by the state. and the government negotiates exJ)ort -
contracts. mainly with other nonmarket economies such as the Soviet Union and 
China. 

SOUTH AFRICA 

South Africa is the ninth leading producer of sugarcane in the world, 
just ahead of the United States. South Africa is the world's tenth leading 
producer of sugar. South African sugar production was' relatively' stable 
during 1986-88 at about 2.2million metric tons annually (table 2 .... 7). High 
rainfall and flooding contributed to the slack production trend during the . 
period under,,.-review. 

South African sugar. exports ranged between 875,000 metric tons and 
1. 1 million metric tons during the period under review. Sugar exports were 
affected during 1986-88 by trade embargoes imposed by the United_,States and· 
Canada in "1985 because of the apartheid policy of. the South Afri'Can 
government. In addition; generally increasing domestic consumption of sugar 
diverted sugar supplies from the export ·market during the period;· In 1988, 
about 41 percent of South African sugar production was exported. 

Data on sugar production costs in major producing countries· are 
periodically published by Landell Mills Commodities Studies. Ltd.- (LMC). 
Table 2-8 gives data on such costs. South Africa is included in the LMC 
category for low-cost.raw cane sugar producers. According to the LMC data, 
raw cane sugar production costs (raw value basis) in the category including 
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South Africa ranged between 7.70 cents per pound .and 10.30. cents per pound in 
1987, the latest year for which data are available .. 

Sugar production is regulated by an agreement with the South African 
Sugar Association (SASA), an industry group that comprises growers' and 
millers' associations. The agreement provides for production quotas, 
registration procedures, the division of proceeds and cane payments, and the 
imposition of levies on mills to finance aid to small growers and a Price 
Stabilization Fund. The agreement is subject to approval'by the Minister of 
Economic Affairs. · · 

In general, domestic market needs must be met before quotas are allowed 
for sugar exports. Permits are required . }?y th.e Department· of Conunerce and 
Industries for sugar exp9rts. 

Tqe Ministry of Economic Affairs controls retail sugar prices. In 
addition, an equalization levy in the Price Stabilization fund protects the 
substantially higher South African domestic sugar price from fluctuations in 
the lower. world:sugar price. 

, . ' 

DOMINICAN REPUBLIC 

There are approximately 3,000 independent sugarcane producers in the 
Dominican Republic; these producers account for just under a quarter of cane 
production. The remainder is accounted for by the State Sugar Council, a 
government-owned group, and two private groups, Central Romana and the Vincini 
family • 

... According to the USDA, 34 there are approximately 41,000 cane cutters 
employed annually in the Dominican.Republic. ~owever, these workers are 
mostly .. : Haitian, and the work is seasonal. Most sugarcane in the Dominican 
Republic· is cut by·hand. Only· about lOpercent of the cane harv:est is 
mechanized. 35 

The Dominican sugar industry comprises three groups. The State Sugar 
Council (CEA), which is government·owned, operates 2 miils and accounts for 
about one-half of sugar producti9n. Central Romana, a private firm that was 
founded by foreign (mainly U.S.) investors, operates one.mill and accounts for 
about 40 percent of production. And, the Vincini family, which has been in 
the -sugar industry for about· 100 years, operates 2 mills and accounts.for 
about 10 percent .of production. In addition. to the cane sugar mills, there 
are 2 refineries that. produce refined sugar for the domestic market. There 

34 · D'ominican Republic Sugar Annual Report, 1988, Report Number DR9010, 
Foreign Agricultural Se~vice, U.S. Department of Agriculture, April, 1989. 

35 Ibid. 
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are approximately 9,000 workers empioyed in the Dominican sugar processing 
industry. 36 

Sugar production in the Dominican Republic declined during 1986-88, from 
894,000 metric tons the former year to 777,000 metric tons the latter year~ 
this was a decline of 13 percent (table 2-7). Variable sugarcane production, 
declining recovery rates, unfavorable weather, and labor problems during the 
period led to the decline. 

Dominican sugar exports varied during 1986-88 and ranged from 
480,000 metric tons in 1986 to 587,000 metric tons in 1987. Exports were 
equivalent to from 54-72 percent of production during the period. The main 
export markets are the United States (42 percent of- total exports in 1988) and 

<' the Soviet Union (39 percent). In 1986, these shares were 72 percent and 
11 percent, respectively. A declining U.S. import quota has seriously 
affected Dominican sugar exports. 

Data on sugar production costs in major producing countries are 
periodically published by Landell Mills Commodities Studies, Ltd. (LMC). 
Table 2-8 gives data on such costs. The Dominican Republic is included in the 
LMC category for major raw cane sugar exporters. According to the LMC data, 
raw cane sugar production costs (raw value basis) in the category including 
The Dominican Republic ranged between 10.30 cents per pound and 14.70 cents 
per poundin 1987, the latest year for which data are available. 

As sugar is of paramount importance to the Dominican economy, governmept 
involvement in the sugar industry of the Dominican Republic is extensive. The 
industry is managed by the Dominican Sugar Institute, which consists of 
members from producers; labor, and government. The Institute sets production 
quota~ based on anticipated domestic and export demand. In addition, the 
Government Price Stabilization Institute administers the distribution of ~ugar 
for domestic consumption between mUls and wholesalers. ,. · 

A major poli~y goal of the Dominican government in recent years has peen 
to shift from su~ar production to alternate crops, such as palm oil, ci tr11s,. 
and other fruits, and vegetables. In addition, the government has been · ,'.· 
developing sugar export markets 'other than the United States. This policy has 
been caused mainly by a major cut in the U.S. quota for sugar imports from the 
Dominican Republic. - This quota has been reduced from 492,800 short tons in 
1984 to 204,300 short tons in 1989. 

36 Smith, Dudley, Cane Sugar World, p.15, Palmer Publications, New York, 
·1978. 
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THE PHILIPPINES 

The Philippines is the eleventh largest producer of sugarcane in the 
world. Philippine sugar production declined from 1. 6 million metric tons in 
1986 to 1.4 million metric tons in 1987 and 1988 (table 2-7). 

Phi1ippine sugar exports· declined from 296,000 metric tons in 1986. to 
129,000 me~ric tons in 1988, or by 56 percent. Increasing domestic demand for 
sugar and sugar products, particularly soft drinks, combined with a declining 
U.S. import quota share for the Philippines led to ·the decline. 

According·to USDA reports37 , the average cost of production of raw sugar 
in the Philippines ranges between 12-14 .cents per pound. 

The"Philippine government controls the production, distribution, and 
trade in the sugar industry. The Sugar Quota Administration (SQA) allocates 
production quotas among sugar mills. Sugarcane acreage is registered to each 
mill.· The production quotas .are. establish~d for domestic, export, and reserve 
supplies. · 

.The Goverinment·Price Control Council sets raw sugar prices for domestic 
and export sugar as well as industrial use ~ugar.-. ~n addition, all sugar 
trading is centralized under a state-owned sugar trading compar:iy. 

Competitive Conditions in Foreign Markets . 
;::_ ·~ 

The major .world sugar markets, in 'ten_ns of sugar ·consumption, are t~e 
Soviet· Union (which .accounted for 14 percent ,of..world sugar consumptiqn in .. 
1988). the EC (11 percent). India (10 percent), Cbina (7 percent). the United,: 
States (7 percent), and Brazil (6 percent). Most major. foreign.sugar .mar~et's 
are either relatively self sufficient in sugar production, employ measures 
that .restrict sugar irnports:in order to .. protect :their domestic.sugar ... 
industries, pr engage in. pref ez:ential trading· arrangements that liµii t their 
markets·. In general 9 trade accounted for slightly mor.e. than one-:-fourth of 
world sugar consumption:· in 1988. ._ 

' In terms of relevanc.e· to the U.S. sugar industry, the EC and Canada are 
the most important. This importance is due to both current trade policy. 
effects and potential effects of tarrification on the U.S. industry. 

37
· U.S. Department· bf Agricultur~ •. Foreign Agricultural Service, Philippine 

Sugar Annual 1989, report no. RP9019, April, 19a9: 
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EUROPEAN COMMUNITY 

The EC is the worldis second largest sugar market. Although the EC 
comprises a diverse combination.of markets, the sugar market is similar, in 
the aggregate, to the U.S. sugar market. Most sugar in the EC is consumed in 
food and beverages. The consumption of sugar in the home is declining, but 
the use of sugar in manufactured food products is increasing in the EC. 

Principal users of sugar in the EC market include producers 
and cereal products, confectionery products, and dairy products. 
industry is also a major user of sugar. A small amount of sugar 
pharmaceutical and tobacco products. 

of bakery 
The beverage 

is used in 

Sugar consumption increased in the EC during the period under review, 
from 11. 6 million metric tons the former year to 12. 3 million metric tons the 
latter year (table 2-7). Increased use of sugar both in manufactured food 
produ·cts and in the chemical sector led to the rise. 

EC sugar imports varied during the period under review and ranged from 
2.4 million metric tons in 1981 to 3.0 million metric tons in 1986. Such 
imports, which included intra-EC trade, accounted for between 20-26 percent of 
consumption annually during 1986-88. 

The EC restricts sugar imports by the useof a variable levy system. 
This system sets a sluice gate price for imports of sugar that assures that 
imported sugar will not enter the EC at a lower price than that of domestic 
sugar. 

A major difference between the U.S. and EC. markets is that in the EC, 
HFCS does.not compete freely with sugar. The EC has a quota system for HFCS 
production which parallels its sugar system. Strict production controls 
restrict annual HFCS-42 output to 291,085 metric tons (dry basis); higher 
concentration syrups are effectively prohibited. High EC corn prices hinder 
the competi~iveness of HFCS, and production has been about 182,000 tons 
annually. HFCS is sold at a premium over sugar in the EC, usually at 8-10 

. percent over refined sugar prices. 38 

CANADA 

Canada is a relatively minor world sugar market, accounting for about 1 
percent of world consumption annually. Its beet sugar factories and cane 
sugar refineries are located close to Canadian and U.S. consumption centers. 
Most sugar in Canada is consumed as an ingredient in food products and 

38 Sugar and Sweetener Situation and Outlook Report, SSR14N3, Sept. 1989, 
p. 17, U.S. Department of Agriculture, Economic Research Service. 
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beverages. The principal users of sugar in Canada include producers of bakery 
and cereal products, confectionery products, and dairy products. The beverage 
industry is also a major user of sugar. The consumption of sugar in the home 
is believed to be declining, but the use of sugar in manufactured food 
products and in the food service sector is increasing in Canada. Total sugar 
consumption in Canada was relatively flat at about 1.1 million metric tons 
annually during 1986-88 (table 2-7); Imports of sugar into Canada during the 
same period declined from 1.1 million metric tons to 0.9 million metric tons. 
Such imports supply a large but declining share of consumption. Canada 
produces significant quantities of sugar beets, but most of the market for 
sweeteners is supplied by imported raw sugar. 

Canada has three HFCS production facilities, with an annual output of 
250,000-300,000 short tons of HFCS, dry basis, annually. In recent years, 
about 85 percent of the output ~as been exported to the United States (where 
it competes on the basis of U.S. sugar prices and.not Canadian prices that are 
more closely related to world sugar prices). 

Factors Affecting Competition in U.S. and Foreign Markets 

THE EFFECT OF THE IMPORT BARRIER ON THE ABILITY OF 
THE INDUSTRY TO COMPETE IN DOMESTIC AND FOREIGN MARKETS 

The import quota system for sugar and certain sugar-containing articles 
(and the domestic price-support program that this system protects) has 
widespread and diverse effects on domestic industries' abilities to compete in 
the U.S. and foreign markets. The industries whose abilities to compete in 
the U.S. market have been enhanced by the system include the sugarcane and 
sugar beet growing industries, the beet sugar factories, the sugarcane milling 
industry, and the corn .w~t milling ·industry (which produces high fructose corn 
syrup). The industr~es whose abilities to compete in the U.S. and in foreign 
markets have been reduced by the system include the cane sugar refining 
industry and the domestic food processing industry which uses sugar as an 
ingredient in its products. 

Sugarcane and sugar beet growers 

The system guarantees sugarcane and sugar beet growers that they will 
receive at least cert~in minimum prices for their unlimited output. These 
guaranteed minimum prices result in returns greater than those from 
alternative crops and have re~ulted in increased production (certainly larger 
than that which would have occurred in the absence of the system). 
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Sugarcane mills and beet sugar factories 

Sugarcane mills and beet sugar factories are required by the price
support system to .pay at least certain minimum prices to sugarcane and sugar 
beet growers. The price-support program requires the Government to purchase 
unlimited amounts of domestically-produced raw cane sugar and refined beet 
sugar at specified prices. The import quota system operates to keep domestic 
prices above those Government purchase prices (which include an incentive 
factor to ensure that the Government does not acquire any sugar). Thus. 
sugarcane mills and beet sugar factories are guaranteed at least minimum 
prices which are set slightly above their costs. 

Corn wet milling industry 

The corn wet milling industry produces corn sweeteners including 
dextrose. dextrose syrup, and high fructose corn syrup (HFCS). HFCS is used 
as an alternative to sugar in many uses where liquids can be used. The price
support system has guaranteed a minimum price for sugar which HFCS has to 
compete with for sales. This guaranteed competition price for sugar has been 
substantially above ingredient costs for HFCS production which encouraged the 
building of production facilities. The corn wet milling industry has been a 
major beneficiary of the system; it has had long-term knowledge of the minimum 
prices that its output would be competing against (the farm legislation has 
been for 5-year periods). These conditions led to rapid expansion in the 
industry to the point where industry observers believe that virtually all 
liquid sweetener applications that can utilize HFCS are using HFCS. 

Cane sugar refining industry 

The cane sugar refining industry uses raw cane sugar (domestic and 
imported) as its input. The industry's raw cane sugar supply is restricted by 
the import quota. As the share of the domestic sweetener market that is 
supplied by HFCS has increased. the import quota has been decreased. This has 
resulted in the capacity of the cane sugar refining industry being in excess 
of the supply of raw cane sugar available; in the United States. As a result, 
many cane sugar refineries have ·ceased operations since the import quota 
system went into effect·in 1982. 

The import quota system also has provisions for the importation of sugar 
for refining and re-export. Refiners have used these provisions in an attempt 
to stay in operation. However. industry sources claim that the spread between 
world prices for-raw sugar and world prices for refined sugar have usually 
been less than refining costs in recent years (even with available drawback of 
previously paid import duties). 
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Food processing industry 

Virtually all sugar usage is as an ingredient in foods. In some of 
these uses sugar is a minor ingredient. In others. sugar is a major cost 
ingredient. For all foods containing sugar. foreign producers who have access 
to world price sugar have had a cost advantage (for sugar) over U.S. 
producers. This has resulted in increased competition (and increased imports) 
in the U.S. market and increased competition for U.S. sugar-containing 
products in export markets. 

The import quota system provides for the importation of additional sugar 
for refining and re-export in sugar-containing products; drawback of 
previously paid import duties on imported sugar is also available for sugar 
contained in product exports. However. the additional costs involved in using 
these provisions and the widespread use of sugar in domestic food processing 
results in rather limited use of these provisions. 

·The often wide disparity between U.S. and world sugar prices since the 
restrictive import quota system for sugar was imposed in 1982 has provided 
substantial incentive to import goods in which sugar is a major ingredient. 
Competition has been greatest for semifinished goods which are used as 
ingredients in further processing foods (e.g .• chocolate coatings. beverage 
bases. confectioners coatings. and gelatin dessert bases). Multinational 
producers of prepared foods that contain sugar as a major ingredient have 
incentive to impo~t the articles into the United States if the foreign 
affiliates have excess capacity. Other competing domestic firms reportedly 
have lost certain sales. had.to reduce prices. or themselves became importers. 
Industries which have been particularly affected include the chocolate and 
confectionery industry and the jelly. jam. and preserves industries .. 

OTHER FACTORS 

Myriad factors affect the competitive posture of the U.S. sugar 
industry. In gene~al. the_global regime whereby major sugar industries and 
markets are subject to extensive government regulation creates an environment 
that limits competition. In fact. a relatively small amount of world trade in 
sugar exists that is totally free of some sort of regulation or preferential 
treatment that distorts competition. According to a recent study. only 
16 percent of world sugar production during crop year 1986/87 was traded on 
the "world market". 39 The U.S. sugar market is among the world's most highly 
regulated. as quotas place an absolute limit on imports for consumption. The 
U.S. sugar industry is focused on the domestic market as a result of a 
combination of protectionist U.S. policies and prohibitively restrictive 
foreign market policies. Indeed. the U.S. sugar industry usually exports less 

39 Womach. J •• Sugar; Reexamining U.S. Policy. Congressional Research 
Service. Washington, D.c .• 1987. 
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than 10 percent of its production annually, including raw sugar that has been 
~~orted and refined for export. Regulations affecting the ability of U.S. 
sugar refiners to import supplies of raw sugar at world prices, limited 
availability of duty drawback, and the narrow price spread on the world market 
between raw and refined sugar (generally less than refining costs) are major 
factors that limit the competitiveness of U.S. sugar refiners in the world 
sugar market. However, the import quotas have protected U.S. sugar beet and 
sugarcane growers, beet sugar factories, and cane sugar millers. Other 
domestic factors affect the U.S. sugar industry within the protected 
environment afforded by the import quota system. These factors are considered 
in the following discussion. 

Substitute products 

Sugar is subject to intense competition from other sweeteners. 
Historically, sugar has been the major sweetener and has enjoyed consumers' 
preference for hundreds of years. However, relatively recent developments in 
the sweetener market have eroded sugar's supremacy. Sugar has long been 
subject to competition from a variety of substitutes, including natural and 
artificial (high intensity) sweeteners. Most of the competitive natural 
sweeteners (e.g., honey, maple sugar, and maple sirup) have flavor 
characteristics which limit their uses. High fructose corn syrup, however, 
has become widely accepted in the United States as a caloric sweetener. The 
principal high-intensity (non- and low-caloric) sweeteners used are 
cyclamates, saccharine, and, more recently, aspartame. The demand for low
caloric sweeteners has increased, particularly during the last decade, as 
consumers became more health and weight conscious. Thus, a gradual shift 
occurred in consumer demand away from sugar to low-calorie sweeteners, 
particularly in beverages. 

By 1989, the use of low-calorie sweeteners accounted for about 
14 percent of the total U.S. sweetener market, up from 5 percent at the start 
of the 1980's, and totaled about 20 pounds per capita annually (sugar
sweetness equivalent). 40 The use of these sweeteners directly displaces 
sugar. Such sweeteners are subject to approval by the U.S. Food and Drug 
Administration (FDA). The primary FDA-approved sweeteners currently in use in 

·the U.S; market include saccharin (which is 300 times as sweet as sugar), 
acesulfame-K (200 times as sweet), and aspartame (200 times as sweet). Low
caloric sweeteners currently awaiting FDA approval include alitame (200 times 
as sweet as sugar) and sucralose (600 times as sweet), with cyclamate (30 
times as sweet) awaiting reapproval. 

Most artificial sweeteners have posed health risks and were not very 
successful, such as cyclamate. Then, in 1981, a natural, low-calorie 
sweetener, aspartame, was introduced. Consumers have not perceived aspartame 

.. 
40 U.S. Department of Agriculture, Sugar and Sweetener Situation and 

oUtlook Report, December 1989. 
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as posing the same health risk as previous non-caloric sweeteners, and food 
and beverage manufacturers have substituted aspartame for sugar in a multitude 
of food products as the FDA approved it for mare uses. The growth in 
consumption of low~calorie sweeteners during most of the 1980's was fueled 
mainly by aspartame. 

In comparison with wholesale refined beet sugar prices of about 29-30 
cents per pound in 1989, the USDA reports that the average wholesale prices 
for low-calorie sweeteners are as follows: aspartame, $60-$70 per pound (30-
35 cents per pound, sugar sweetness equivalent): saccharin, $3 per pound (1 
cent per pound); and acesulfame-K, $40 per pound (20 cents per pound). 41 

However, prices are not always directly comparable, as the various low
calorie sweeteners are not perfectly substitutable for sugar for all uses. 
However, such sweeteners are increasingly substituted for sugar as technology 
improves and as FDA approves their use in more products. In addition, the 
patent on aspartame production expires in December, 1992. The price of 
aspartame is expected to drop substantially, perhaps to as low as 10-15 cents 
per pound~ 42 This may enable aspartame to compete with sugar and other 
sweeteners on·a price basis. 

Another major development regarding sugar substitutes has been the 
increasing use of high-fructose-corn-syrup (HFCS) as a replacement for sugar. 
A combination of guaranteed minimum domestic sugar prices and production 
incentives for corn have created a situation where HFCS enjoys a price 
advantage vis-a-vis sugar for many products, particularly soft drinks. 
Although HFCS possesses some disadvantages compared to sugar (e.g., ~tis a 
liquid), it can be used as a direct substitute in a wide range of products. 

Per capita. consumption of HFCS in the United States increased from 
18.0 pounds in 1980 to 48.5 pounds in 1988, or by 169 percent (table 2-5). 
During the same period, per capita sugar consumption43 declined 26 percent, 
from 83.6 pounds in 1980 to 62.0 pounds in 1988. Per capita consumption of 
other caloric sweeteners remained virtually constant during the period. 

Total consumption of HFCS rose 191 percent, from 2.050 million short 
tons (dry basis) in 1980 to 5.975 million short tons in 1988; sugar 
consumption declined from 10.189 million short tons (raw value) in 1980 to 
8.158 million short tons in 1988, or by 20 percent (table 2-5). 

A substantial price differential between sugar and HFCS and the 
substitutability of the two sweeteners in many products are the factors which 
are directly responsible for this displacement. 44 In 1988, the price 

41 Ibid. 
42 Economic Research Service, U.S. Department of Agriculture, Sugar and 

Sweetener Situation and Outlook Report, December 1989, p. 18. 
43 Refined basis, domestic and imported. 
44 HFCS and sugar generally are not blended but are used exclusivety in 

particular product formulations. 
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differential between refined beet sugar and HFCS-55 45 in the Midwest U.S. 
·market area totaled 18.68 cents per pound (table 2-9). This represented a 
aiscount of 26.7 percent. This discount, which may vary significantly both 
monthly and annually, has persistently grown larger during the past few years 
and was at 14.8 cents per pound in 1986. 

It is generally acknowledged that the domestic sugar program has 
contributed to the rapid growth of the HFCS market. As the program guaranteed 
minimum domestic sugar prices, a window was created for the expansion of HFCS 
as a lower-cost sugar substitute. Thus, the expansion in the· total U.S. 
market for caloric sweeteners was virtually totally filled by HFCS rather than 
higher-cost sugar. 

Sugar-containing products 

The U.S. sugar import quota system restricts imports of sugar for 
consumption in the United States to an absolute ~ount. The main, and 
intended, effect of this quota is to support the price· of sugar in the U.S. 
market. One effect has been ·to provide an incentive to import sugar
containing products. Another effect has been to make U.S. food processors' 
sweetener ingredient costs higher than those of most foreign pro.ducers and 
placing them at a competitive disadvantage in export markets. · 

Following the imposition of restrictive import quotas· on sugar in 1982, 
imports of certain sugar-containing articles increased rapidly. In 1983, in 
order to protect the price-support program for sugarcane and sugar beets from 
import interference, imports of blended syrups containing sugar and not in 
retail containers and certain edible preparations containing over 65 percent 
sugar and not in retail containers were made subject to zero quotas (i.e., an 
embargo). In 1985, imports of three other categories (sweetened cocoa powder,. 
certain flour or dough mixes, and certain edible preparations) were made 
subject to import quotas. (See the section on government involvement in the 
U.S. sugar industry). Nevertheless, according to a recent study by the 
General Accounting Office (GAO), U.S. imports of selected sugar-containing 
products increased from 261,500 short tons in 1982 to 666,400 short tons in 
1986, or by 155 percent. 46 The estimated sugar content in these imports 

45 HFCS containing 55 percent fructose. This is primary type produced and 
used as a substitute for sugar. 

46 United States General Accounting Office, Report to Congressional 
Requesters, Sugar Program. Issues Related to Imports of Sugar-Containing 
Products, GAO/RCED-88-146, Washington, D.C., June, 1988. The estimates were 
based on categories comprising 46 import classification items in the Tariff 
Schedules of the United States. Annotated. Product categories included jams, 
jellies, and preserves: candied fruit and nuts: ·flavored sugar, syrups, and 

'molasses: sweetened chocolate: sweetened cocoa: confectioners' coatings: candy 
'."and confectionery without chocolate or cocoa: biscuits, cakes, and' wafers: 

(continued.,.) 
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ranged between 102,700-118,000 short tons in 1982 and 264,700-307,300 short 
tons in 1986. U.S. imports of sugar in sugar-containing articles rose 
160 percent between 1982 and 1986. The categories showing the greatest 
increase in imports were bulk sweetened chocolate blocks or slabs 10 pounds or 
over (1,345 percent increase), edible preparations of gelatin (1,148 percent), 
and currant and strawberry jelly (1,145 percent). 

Other estimates have been made that give a wide range of imports of 
sugar-containing articles. 47 Tl'lese estimates, which cannot be directly 
compared, indicate that a large, and growing, amount of such articles are 
being imp~rted (table 2-10). Although the sugar import quotas are one factor 
in such imports, it is unclear to what degree other factors are responsible, 
such as increasing demand for the final products. 

Costs of prodµction 

·Cost of production data for sugar and competing products have been 
discussed throughout this report. Table 2-8 summarizes these data. In the 
United States, the. cost of producing HFCS, at about 12.60 cents per pound in 
1987, is lower than the cost of producing refined beet sugar or raw cane 
sugar, at about 20 cents per pound. 48 Thus, within the U.S. market, sugar is 
at a competitive disadvantage vis-a-vis the major substitute product, HFCS. 

Compared with ot_her world sugar producers, the United States can be 
considered a moderate-·cost cane and beet sugar producer, as the range of 
production.costs for U.S. producers lie between the ranges for low-cost and 
high-cost world producers (table 2-8). However, the U.S. government price
support program increases input costs for U.S. sugar processors and diminishes 
their competitive abili.ty on the world market. 

Transportation 

Transportation costs represent a significant portion of the value of 
sugar traded on the world market. Given an average world price of raw sugar 
of about 11 cents per pound (Contract No. 11, f .o.b. Caribbean) during 

46 ( ••• continued) 
breakfast cereal; sauces; edible preparations· of gelatin; edible preparations, 
over 5 percent butterfat; pancake and other f'lour; and, other edible 
preparations. 

47 See, for example, "U.S. Imports of Sugar in Sugar Containing Products, 
1977-88," Sugar and Sweetener Situation and Outlook Report, Economic Research 
Service, U.S. Department of Agriculture, Sept. 1989, pp. 18-23. 

48 The cost of production for HFCS is given by a range of 12.60-28.20 cents 
per pound for major world producers. The United States is at the low-cost end 
of the range because of relatively low net corn costs. 
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January-May 1989 and current bulk shipping rates of about 2.5 cents per pound, 
transportation costs are nearly one quarter of the price of raw sugar. 

Although transportation costs for sugar are substantial, industry 
sources indicate that there is no apparent competitive advantage in terms of 
transportation held by one sugar trading country over another. Transport 
contracts for sugar are relatively uniform throughout the world and differ 
more by type of sugar (raw versus refined) than by source and destination. 

Preferential trading arrangements 

A large share of world trade in sugar occurs under preferential trading 
arrangements. These arrangements include trade among customs unions· 
(principally the EC), import quota allocations (such as in the U;S. market), 
and bilateral agreements (principally between the Soviet Union and Cuba). The 
primary effect of these arrangements is to restrict the supply of sugar on the 
"free·" market and to contribute to artificially high prices for sugar in 
various markets. In addition, many of these arrangements involve long-term 
contracts that further diminishes the world supply of sugar traded on the 
"free" market. These preferential arrangements account for appr·oximately 35 
percent of world trade. 49 

Productive capacity and stocks 

Productive capacity and inventories are utilized as a competitive factor 
in many industries. Excess productive capacity and stocks may be desirable in 
order to respond to temporary increases in demand and to take advantage. of 
unforseen market opportunities, both in the domestic and world markets. In 
addition, cyclical production fluctuations may require that excess productive 
capacity be maintained, while seasonal or cyclical consumption patterns may 
ne.cessitate the maintenance of stocks. 

In the case of the sugar market, the productive capacity for the 
harvesting sector is determined by the acreage planted for suga~ beets and 
sugarcane, while the productive capacity for the processed sugar sector is 
determined by the milling and refining capacity. Inasmuch as sug~r beets are 
an annual crop, adjustments in productive capacity can be adjusted relatively 
quickly. Sugarcane is a perennial crop and adjustments in produc~ive capacity 
cannot be effected as quickly as for sugar beets. 

Sugar processing capacity can be increased only by installing more 
machinery in existing plants and by building new plants. However, as a rule, 
the world sugar market is characterized by protected markets, supported 
industries, and special trading arrangements. In addition, cyclical trends in 
the sugar market tend to be long in frequency, about 7 years or so. And, the 

49 International Sugar Organization, Statistical Bulletin, January 1989. 
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world sugar market has been in a long-term expansion, as growing demand for 
sugar in developing countries and norunarket economies has countered relatively 
stagnant demand in developed countries. Thus, in practice, productive 
capacity and stocks have not generally been employed as a competitive device 
to obtain a comparative advantage in the world sugar market. 

Estimates of Tariff Eguivalents of U.S. Import Quotas 

SUGAR 

.The U.S. import quotas on sugar apply to raw, refined, and liquid sugar; 
they are expressed in raw sugar equivalents. Tables 2-11 and 2-12 present 
estimates of tariff equivalents for U.S. quotas on raw-cane and refined sugar. 
The annual estimates for raw sugar are calculated using the price gap method. 
The price gap is the difference between the U.S. price for sugar and the world 
price gross of freight and handling charges needed to move the sugar from the 
foreign supplier to the U.S. market. 

Currently, the only refined or liquid sugar imported into the United 
States are the very small quantities of refined beet sugar from ~anada. The 
only other potential major source of refined beet sugar is the European 
Conununity and imports into the United States from the EC are subject to 
countervailing duties (currently, 10.45 cents per pound, or 23.04 cents per 
kilogram). It is unlikely there would be any la~ge increase in U.S. imports 
of refined cane sugar in the absence of· the quotas50 • Because of the lack of 
trade and the absence of reliable information on the transportation costs of 
refined and liquid sugar, the.price-gap method was not used to estimate the 
tariff equivalent for refined sugar and liquid sugar. However, since the 
quotas apply to raw, refined, and liquid sugar on a raw equivalent basis, the 
tariff equivalent for refined sugar (including refined sugar in liquid sugar) 
was obtained from the reported quantitative relation between raw and refined 
sugar. If one kilogram of refined sugar is equivalent to 1.0753 kilograms of· 
raw sugar, 51 this same.ratio should exist between the tariff equivalent of raw 
and refined sugar. The difference between the unit costs of a kilogram of 
refined ~ugar in the absence and presence of the quota is the tariff 
equivalent of the quota on refined sugar in specific terms. In table 2-12, 
the_ tariff equivalent for refined sugar was estimated by multiplying the price 
gap.for raw sugar by the conversion ratio, 1.0753. 

50 Refined cane sugar is not imported because high transportation and 
handling costs make it prohibitive. In addition, it is unclear whether FDA 
regulations impose a further barrier to imports of refined cane sugar. (From 
conversations with Mr. David Reinah of Ragus Traders, New York, New York, 
December 1989.) 

51 From conversations with Mr. Andrew Ferrier of Refined Sugars, Yonkers, 
New York, December 1989. 
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The tariff equivalents for r~w and refined sugar are presented in both 
specific terms (cents per kilogram) and ad valorem terms (as a percent of the 
U.S. customs value). In percentage terms, the tariff equivalent of U.S. sugar 
quotas from 1986 through 1988 ranged from 102 and 223 percent of the world 
price for raw sugar and ranged from 77 and 163 percent of the constructed 
world price for refined sugar. 

The problems in obtaining TEs using the price gap method (namely errors 
in measuring domestic and world prices, differentiated products, measuring 
domestic and foreign prices at the same point in the distribution chain, and 
other factors that restrict imports) should be considered when interpreting 
the estimates of the price gaps. 52 However, none of these are serious 
obstacles in applying the price-gap methodology to raw sugar. 

As noted above, the lack of trade in refined sugar between the United 
States and sugar-exporting countries was an obstacle in applying the price
gap method. In the instance of refined sugar, the alternative was to estimate 
the tariff equivalent from the conversion ratio between raw and refined sugar. 
The world and domestic prices reported for raw sugar are the No. 11 price 
(f .o.b. stowed Caribbean port bulk spot-price) and the nearby No. 14 futures 
price (c.i.f. duty-paid, New York). Freight and handling charges between the 
Caribbean and New York must be added to the No. 11 price to get _the free-
trade U.S. price of sugar. · 

The price-gap method implicitly assumes that domestic and imported 
sugar are perfect substitutes. An imperfect substitutes model would be more 
appropriate if there were quality differences between domestic and imported 
sugar, or if other factors such as reliability of supply, delivery time, and 
warehousing costs differentiate the domestic product from the imported 
product. However, all information on such factors suggests that domestic and 
imported sugar are very nearly perfect substitutes for each other. 

Finally, with the exception of the col. 1 rate of duty on raw and 
refined sugar53 imports and the additional section-22 duty on refined sugar 

52 These problems are discussed in the methodology section. It should also 
be noted that the estimates presented are based on the observed world price 
and that a long-run world price might be higher than this observed world 
price. Therefore, tariff equivalents for the long-run case might be smaller 
than the estimates presented in t~ble 2-11. 

A 1984 FTC study calculated a quota premium for the iong~run case. See 
David G. Tarr and Morris E. Morkre, Aggregate Costs to the United States of 
Tariffs and Quotas on Imports: General Tariff Cuts and Removal of Quotas on 
Automobiles. Steel. Sugar. and Textiles, Washington, DC, Bureau of Economics 
Staff Report to the Federal Trade Conunission, December 1984. 

53 There are only five sugar-exporting countries to whom column 1 rates of 
duty apply. These are Australia, Brazil, Canada, Paraguay, and Taiwan. The 

(continued .•• ) 
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imports, there are no other significant border measures besides the quota that 
affect sugar. An embargo on Panamanian sugar has been in effect since 1988; 
.however, Panama's quota, which accounted for only 2.9 percent of total sugar 
imports, was allo.cated to other sugar produc~rs. Therefore, this border 
measure had no effect on the TE for the overall sugar quotas. 

SUGAR-CONTAINING PRODUCTS 

There are two practical methods that can be used to calculate tariff 
equivalents of quotas for sugar-containing products. The first method is the 
price gap method in which the price differential between domestic and foreign 
sugar-containing products themselves is determined. This method requires data 
on prices for both domestic and foreign sugar-containing products. But there 
typically are. many different sugar-containing products with different prices 
in. each. category. Thus, the price gap between domestic and foreign products 
could be calculated by use of weighted averages of both domestic and foreign 
prices. However, even if more disaggregated data were available, domestic and 
foreign versions of the same product are seldom perfect substitutes for each 
other .•. Thus,. the price-gap .method would confound product differences with the 
effects of the quotas. · 

The second method is to infer the tariff equivalent for quotas on sugar
containing products from the tariff equivalent for the quotas on sugar. The 
first ·step .. in this method is to calculate tariff equivalents for re.fined 
sugar, which were already calculated in the previous section. Tariff 
equivalents for sugar-containing products are then calculated using the 
proportion of sugar content in total weight of the sugar-containing product. 
For instance, if a product contains 30 percent sugar, by weight, and the 
tariff equivalent for refined sugar is. 11 cents per kilogram, its tariff 
equivalent would be 30 percent that of refined sugar, or 3.3 cents per 
kilogram of t~e product. Thus, the tariff equivalents for sugar-containing 
products are always lower per kilogram than tariff equivalents for refined 
sugar. 

This method would provide the tariff equivalents for sugar-containing 
products that.would be needed to maintain a given level of protection for 
domestic sug~r producers. This is in line with the purpose of the sugar 
quotas. These were designed to protect sugarcane and sugar beet growers. 
Quotas on imports of sugar-containing articles prevent imports of such 
products from undermining the protection afforded sugarcane and sugar beet 
growers by .the~quotas on sugar. Thus, if the quota levels for sugar
containing products were set efficiently, they would exactly offset the loss 
in competitiveness to domestic producers of sugar-containing products caused 

53
( ••• continued) . 

remainder of the sugar-exporting countries are eligible for either GSP or 
CBERA duty-free treatment. 
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by the quotas on sugar. In stable markets, this goal would probably be 
maintained by setting quota levels on the sugar-containing products to keep 
import market shares at their levels prior to quotas on sugar. Since the 
quota levels were set for the sugar-containing products based on previous 
hi~toric trade levels for these products, our methoq of inferring the tariff 
eq~ivalents for these quotas should be reasonably accurate. 

HTS items affected by U.S. import quotas 

Sugar-containing products covered by quotas are specified in five eight
digit HTS subheadings in.chapter 99, as described in the section on Government 
Involvement in the U.S. Sugar Industry of this chapter. Two subheadings have 
zero quota (they are banned from entry into the United States). These are 
specified in HTS 9904.50.20 (blended syrups containing sugar, not in retail 
containers) and HTS 9904.50.40 (edible preparations containing over 65 percent 
sugar, not in retail containers). The other three subheadings are HTS 
9904.-60.20 (sweetened cocoa powder), ijTS 9904,60.40 (flour mixes and doughs 
containing over 10 percent sugar, except doughs in retail containers), and HTS 
9904.60.60 (edible preparations containing over 10 percent sugar). As a 
general rule, any nonretail item containing over 65 percent sugar is not 
permitted to enter the United States. · 

With the exception of 9904.60.40, each of the five restricted 
subheadings consists of a number of 10-digit items. The only 10-digit HTS 
item included in the 9904.60.40 subheading is 1901.20.00.30. All 
corresponding items ~nd commodity descriptions under the five subheadings are 
stated in appendix D. · 

Tariff eguiyalents by HTS item 

During 1986-88, foreign sugar-containing products that contained more 
than 65 percent sugar by dry weight and that were not packaged for retail sale 
were usually banned from entry into the United States. Imports of sugar
containing products that contained 10 percent or less sugar were usually not 
included in the quantitative restrictions. 

Each of the sugar-containing product import quota provisions covers 
products with a range of sugar contents. A single tariff equivalent of the 
quota on each of these categories will understate the quota protection for 
some (high-sugar-content) articles and overstate the protection for other 
(low-sugar-content) articles, 54 Choosing a tariff equivalent of the quota 
based on the maximum sugar content possible to be in an article covered by a 
particular quota provision would provide the tariff equivalent of the quota 

54 One possible means of avoiding this effect would be to require the 
iniporter to furnish proof of the sugar content and calculate the tariff for 
each shipment based on its actual sugar content. 
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for that particular product, but would overstate the quota protection for all 
other products covered by that quot~ provision. The Conunission staff examined 
the sugar content of articles classifi~ble in each of the quota provisions and 
estimated the average sugar cont~nts for each of the five eight-digit 
subheadings for sugar-containing products.ss The average sugar contents (by 
weight) of HTS items 9904.50.20, 9904.50.40, 9904.60.20, 9904.60.40, and 
9904.60.60 are 47 percent, 78 percent, 50 percent, 30 percent, and 65 percent, 
respectively. Having used these five percentages and calculated tariff 
equivalents of refined sugar (see table 2-12, Tariff Equivalents for.Refined 
Sugar, 1986-1988), the Conunission staff calculated the tariff equivalents for 
the five eight-digit subheadings for 1986-88. In 1986, for instance, the 
tariff equivalent for items with average sugar content in HTS 9904.60.20 
(sweetened cocoa powder) was 15.98 cents per kilogram (SO percent of the 
specific duty rate on refined sugar), and in HTS 9904.60.40 it was 9.59 cents 
per kilogram (30 percent of the specific duty rate on refined sugar) (table 
2-13). . 

By using the estimated ad valorem rates of tariff equivalents of quotas 
for refined sugar (table 2-12), the tariff equivalents for the five eight
digit subheadings for 1986-88 could be also calculated in terms of ad valorem 
rates. Since the prices of imported sugar-containing products in the five HTS 
items are not available for 1986-88, the estimated ad valorem tariff equiva
lents are based on the constructed world price of refined sugar. Estimates 
presented in table 2-14 are based on the assumption that the average percen
tage value of sugar content is equal to the average percentage weight of sugar 
content. In 1986, for instance, the tariff equivalent for HTS 9904.60.20 was 
82 percent ad valorem (SO percent of the ad valorem rate on refined sugar) ; 
and for HTS 9904.60.40 it was 48.9 percent (30 percent of the ad valorem rate 
on refined sugar) (table 2-14). 

These estimated tariff equivalents tend to overstate the ad valorem 
tariff equivalent. of the quota since sugar tepds to have a lower unit cost 
than the average unit cost of the other ingredients, and the products have 
value added in the production process. On the other hand, these ad valorem 
estimates could be slightly understated because the ad· valorem equivalent on 
refined sugar is computed using the constructed equivalent of the c.i.f. value 
as a base, rather than the customs value. The net effect is probably to 
overstate the estimates. 

ss The estimates.are based on information from import invoices and on 
interviews with importers and officials of the U.S. Customs Service, the 
General Accounting Office, and the Economic Research Service and the Foreign 
Agricultural Service of the U.S. Department of Agriculture. 
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Figurt.! 2-1 
Flow chart of cane sugar re·f ining and beet sugar processing 
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Ta:ble 2-1 
Sugar beets and sugarcane: U.S. production, by area, .crop years 1985-19881 

Area 

Sugar beets: 
Great Lakes: 

Michigan . .............. ·· ... . 
Ohio . ... , ..................... . 

Total .... -~~ ...... · ... ; ..... ~ 
Red River Valley: 

Minnesota ... ..............••. 
North Dakota· .••••••••••••••. 

Total . ...... -..... · .. _ ..... ~ . 
Great Plains: 

Colorado . .................. . 
Kansas • .•..•.••••••••••••••• 
Montana • •••••••••••••••••••• 
Nebraska ... ............ ~ .. · .. . 
New Mexico.• .••.•••••••••...• 
Texas • ••.•. • .••••••••••.•..•• 
Wyoming ... ~. ~ ........... ~ . · .. . 

Total ... ~ .. · ......... · ..... . 
Northwest: 

Idaho . ..................... . 
Oregon . ................ ~ .... . 

Total . .. · .... : .· ...... · .. : ·~ .. 
Southwest: 

Arizona . ................... . 
California ................. . 

Total ... ~ .. ~· ............. ·~. 
Total, sugar-

beets .••••• ; •••• ; ••.• 
Sugarcane: 2 

Florida . ..................... . 
Louisiana . ................ ~ ·! •• 

Texas • •..•.•.• -•..•••••• -••••••• 
Hawaii ..... ~ .. ·~ ............. ~. 

Total, sugarcane.· •••.••••..• 

See footnotes at ~nd of table. 

1985 

2,325-
258 

2;503 

5,088 
2,423 

. 7 ~511 

46 
0 

811 
1,229 

0 
833 

1.032 
3,951 

3,496 
319 

3,815 

0 
4.669 
4,669 

22.529 

13, 117 
6,006 

961 
8.129 

28.213 
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1986 1987 1988 
Quantity Cl.000 tons) 

2,288 
309 

2,597 

5,194 
2.932 
8, 126 

889 
0 

1,016 
1,387 

0 
829 

1.000 
5,121 

4,112 
374 

4,486 

0 
4.832 
4,832 

25.162 

13,446 
7,371 

907 
8.587 

30.311 

2,911 
269 

3,180 

6,200 
3.161 
9,361 

803 
·o 

1,086 
1,102 

2 
621 

1.127 
4,741 

4,277 
422 

4,699 

0 
6.091 
6,091 

28.072 

13,469 
6,469 
1,085 
8. 195 

29.218 

2,393 
234 

2,627 

4,743 
2.580 
7,323 

880 
0 

1,032 
1,319 

9 
723 

1.137 
5,100 

4,084 
376 

4,460 

0 
5.300 
5,300 

24.810 

13,304 
7,708 
1,088 
7.804 

29,904 



Table 2-1.--Continued 
Sugar beets and sugarcane: U.S. production, by area, crop years 1985-1988 

Area 

Sugar beets: 
Great Lakes: 

Michigan . ............. · ..... . 
Ohio . ............ • ......... . 

Total . ................... . 
Red River Valley: 

Minnesota . ................. . 
North Dakota •••••••••• ; ••••• 

Total . ................... . 
Great Plains: 

Colorado ... ................. . 
Kansas • •......•••••••.••.... 
Montana • •••• ~ .••••••.••••.•. 
Nebraska . .................. . 
New Mexico . ........•.•....... 
Texas . ................ · ..... . 
Wyoming . ............... · .... . 

Total . ....... · ............ . 
Northwest: 

1985 

68,820 
7.198 

76,018 

183,168 
86.017 

269,185 

1,260 
0 

28 •'466 
35,027 

0 
24,490 
33.127 

122,370 

1986 1987 1988. 
Value Cl.000 dollars) 

68,640 
9.208 

77,848 

203,605 
115 I 228 
318,833 

29,248 
0 

39 '726 
45,078 

0 
19,896 
36.600 -

170,548 

90,241 
8.850 

99,091 

90,241 
8.850 

99,091 

28,426 
0 

45,829 
39,121 
7,100 

20,.804 
44.291 

185,571 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Idaho ••••••••••••••••••• ; ••• 127,954 149,677 - 165,520 3 

Oregon •••••••• · ••••••••••• -• • • _-.... 1 .... 1 .... 1 .... 6...,5 __ _.1...,2 ........... 7 .... 9 .... 1 ___ =15::o..a... 4,_4....,5'--____ 3_ 

Total. • • • • • • • • • • • • • • • • • • • • 139~119 162, 468 180, 965 3 

. Southwest: 
Arizona. • • • • • • • • • • • • • • • • • • • • 0 0 O 3 

California •••••••••••••••••• ~1 .... 54~· ... 1~5~4,____.1~7-2 .......... 5 .... 0_2~ _ ___..,2~04~.6~5~8...__.....,_ __ 3_ 

Total..................... 154,154 172,502 204,658 3 

Total, sugar-
beets • • • • • • • • • • • • • • • .._7 .._61.._. ..... 2..,.3=6 _ _...9;..x0 ..... 2 ...... l ... 9 .... 9.__ ___ 1....., ..... 0 ... 8=0.a..e 6,._,l.._.3:...--..... 1.....,. 0,._,1..,.5'-A, ...... 9.<....:7 o..___ 

Sugarcane: 2../ 
Florida ••••••••••••••••••••••• 355,743 374,564 401,391 3 

Louisiana ••••••••••••••••••••• 120,546 156,387 171,339 3 

Texas......................... 18,961 23,953 31,665 3 

Hawaii •••••••••••••••••• ·• • • • • • =2=22=-a... 4..._4..,,0.____,2,...3=3'""'-'-7-'-7..._4 ___ 2...._17.:.....a..:, 9._,,8...,1~ ____ 3_ 

Total, sugarcane •••••••••••• 717,690 788,678 822,376 

1 Crop year September/August. 
2 Does not include sugarcane produced for seed. 
3 Not available. 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 
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Table 2-2 · 
Sugar beets and sugarcane: Average costs and returns, 1986-88 

Item 

Sugar beets: 
Cash receipts: 

Primary crop .••••• 
Secondary crop ••.• 

Total .......... . 
Cash expenses: 

1986 

35.90 
.os. 

35.95 

1987 1988 
(Dollars per ton) 

38.49 
.OS 

38.54 

40.95 
.06 

41.01 

Variable1 
••••••••• 15.90 15.13 20.23 

Fixed2 
•••••••••••• -=6~1=0=--~~-=6~3~1=--~~__,_7~7~9...__~~ 

Total ••...•.•..• · 22. 00 21. 44 28. 03 
Economic costs3 ••••• 28.19 27.82 39.31 
Residual returns to 

management and 
risk4 ••••••••••• 7.76 

Sugarcane: 
Cash receipts ••.••.. 27.30 
Cash expenses: 

10.72 1. 70 

29.35 30.85 

Variable1 
••••••••• 17.48 17.86 16.88 

Fixed2 
•••••••••••• __._4_.7~1=--~~---4-.9~1=--~~-=-3-.6~2=--~~ 

Total. • . . • • . • . • • 22. 19 22. 77 20. 51 
Economic costs3 ••••• 27.38 28.33 29.06 
Residual returns to 

management and 
risk4 ••••••••••• -0.08 1.02 1. 79 

1 Includes labor, chemicals, fertilizer, energy, seed, and other items. 
2 Includes general overhead, interest, taxes, and insurance. 
3 Includes variable cash expenses, general farm overhead, taxes and insurance, 
capital replacement, and allocated returns to owned inputs. 
4 Represents cash receipts less total economic (full ownership) costs. 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 
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Table 2-3 
Sugar: Prices of raw and refined sugar, 1986-88 

IYPe 1986 1987 1988 
Cents per pound 

Raw sugar1 ........... 20.95 21.82 22.12 
Wholesale refined 

beet sugar2 ...... 23.42 23.60 25.49 
Differential3 ...... 2.47 1. 78 3.37 

Retail refined sugar .. 35.08 35.28 36.60 
Differential3 ...... 11.66 11.68 11.11 

1 Nearby No. 14 futures. 
2 F.o.b., Midwest market, bulk. 
3 Difference between current and previous market levels. 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 
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Table 2-4 
Sugar: U.S. deliveries to industrial and nonindustrial users, 1986-88 

lYPe of user 

Industrial: 
Food use: 

Bakery and 
cereal products •••••••• 

Confectionery products ••••• 
Dairy products ••••••••••••• 
Processed foods .••••••••••• 
Other . .................... . 

Total, food use •••••••••• 
Bev~rage use ••••••••••••••••• 

Total, industrial •••••••••• 
Nonindustrial: 

Institutions ••••••••••.•••••• 
Eating and drinking •••••••••• 
Wholesalers, jobbers, and 

sugar dealers •••••••••••• 
Retail grocers, chain 

stores, and 
supermarkets ............. . 

Other . ...................... . 

Total, nonindustrial •••••• 

Total food and beverage use •••• 

Total other use .••..•• ~ ••• · ••••• 

1986 

1,432 
1,051 

447 
387 
443 

4,026 

142 
84 

1,867 

1,066 
58 

3.075 

7, iOl . 

138 

All uses ........... ~........... 7 ,239 

1986 .1988 

1.000 tons. refiijed 

1,513 
1,146 

449 
398 
534 

4,040 
212 

4,252 

163 
91 

2,040 

996 
72 

3;199 

7,451 

149 

7,600 

1.541 
1,107 

4~1 
354 
529 

3,942 
237 

4,179 

175 
89 

2,200 

941 
86 

. 3 .316 

7. 495 . 

121 

7,616 

$ource: Compiled from official statistics of the U.S. Department of 
Agriculture. 

Note: Does not include sugar deliveries in Hawaii. 
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Table 2-5 . 
U.S. consumption of caloric sweeteners. 1980-88 

llefined Corn sveetene[11 Pura Edible 
Ye!!!: augar 1 HFCS Glucose De:Xt[OSe !!!tal honex svruos Iota}, 

Million SbU:t tO!l!! 1 m bads 

1980 •••• 9.522 2.050 2.004 0.399 4.453 0.091 0.046 14.lli 
1981, ••• 9.130 2.550 2.047 0.403 5.000 0.092 0.046 14.268 
1982 •••• 8.561 3.100 2.091 0.407 5.598 0.105 0.046 14.310 
1983 •••• 8.334 3.650 . 2.110 0.410 6.170 0.106 0.047 14.657 
1984 ••• ~ 8.008 4.425 2.130 0.414 6.969 0.118 0.047 15.142 
1985 •••• 7.579 5.:275 2.161 0.418 7.854 0.120 0.048 15.601 
1986 •• ~. 7.347 S.550 2~ 171 o.432 8.153 0.121 0.048 15.669 
1987 •••• 7.605 5.800 2.190 0~430 8.420 0.122 0.049 16.196 

·N 19882 ••• 7.624 5.975 2.210 0.440 8.625 0.122 0.049 16.420 
I 

J:-
.0\ f'.e[ S!Y!iYo eounda 1 -m baa;i.s 

1980 •••• 83.6 18.0 17.6 3.5 39.1 0.8 0.4. 123.9 
1981 •••• 79.3 .22.2 17,8 3.5 43.5 0.8 0.4 124.0 
1992;,.; 73.7 26.7 18.0 3.5 ·48.2 0.9 0.4. 123.1 
1983 •••• 71.0 31.1 -· .18.0 3.5 52.6 0.9 .0.4 124.9 
1984 ..... 67.6 '37.3 18 •. 0. 3.5 58.8 -1.0 0.4 127.8 
1985 •••• 63.4 .· 44.1 18.0 ·3.5 65.6 1.0 o·.4 ·uo,4 
1986 •••• 60.8 46.0 18.0. 3 .• 5 67.5 1,0 . 0.4 129.1· 
1987 •••• 62.4 47.5 18.0 3.S · 69.0 1.0 o:4 132;8 
19882 ••.• 62.0 48.5 18~0. 3.6 70.1 1.0 . 0.4 133.5 

I""1aclwl•• :!Japort8. 
2 Pre~. 

source: BconO!d.c Beaearch Service. u.s. ~nt of ·AariC:ultva. 



Table 2.6 
U.S. 9111ar imports under quotaa, by country, 1985/86~!9§8 

Coupsrx 

Ar&eDtiu .• • • •. •• •• • •• • • • • 
Aluitrali& ••••••••••••••••• 
Barbadoe .••••••••••.•••••. 
leliae •••••••••••••••••••• 
Bolivia .....••••••••••.••• 
lra&il •••••••••••••••••••• 
C&Dada •••••••••••••.••••••• 
ColOllbia •••••••••••••••••• 
Coqo ••••••••••••••••••••• 
Coau lica •••••.•••••••••• 
Cit• D'Ivoire ••••••••••••• 
l>oainican lap1&11lic •••••••• 
lc1aa4or ••••••••••••••••••• 
Ill lalvallor .•••••••••••••• 
fiji •••••.•••••••••••••••• 
a.ban ••.•••••••••••••••••• 
Guat-1& •••••• ~ •••.••••••• 
hy-..............•..... 
Haiti ••••••••••••••••••••• 
Holldvu •••••••••••••••••• 
India ••••••••••••••••••••• 
.J-1ca .•••••.•••••••••••• 
Jladaaucar ••••••••.•...••. • 
llalavi •••••••••••• •.• •••••• 
llavitiu ••••••••••••••••• 
Mlaico •••••••••••••••••••• 
lloam1l»i.q119 •••••••••••••••• 
Ni.CM" ..................... . 
P-.......•............ 
Papua Nev~ •••••••••• 
Par..-y •••••••••••••••••• 
Pen ••••••••••.•••• ; ••••••• 
l'bilippim• •••• ; ••.•••••••• 
It. Cbriatopber-Nnie ••••• 
Inda Africa •••••••••••••• 

Taiwan •••••••••••••••••••.• 
tbailalld .................. . 
Trill:l.dad.,,,....o ••••••••••• 
Ul'1asUY· ••• • • ••• • ••• • ••••• 
~ ................. . 

IUtow •••••••••••••••• 
Specialty suaar•·········· 

., ... cotal ••••••••••• 

i Dec.1, 1tlS•Dic. s1, 1916. 
2 .Jan. 1-Dec. Sl. 
' p-·• quou ...,. ..... 
4 llot availabla. 

1905/86 
Quou 
ellpsasion 

73,78a 
142,421 

12,500 
11,876 
13, 721 

24a,a20 
11,876 
41,114 
12,500 
34, 713 
12,500 

302,016 
11,876 
50,000 
12,500 
12,500 
a2,361 
20,592 
12,500 
'2, 713 
13,72a 
11,176 .. 
12,soo'·· 
17,160 
S0,592 
12,500 
22,SOI 

0 
49,764 
12,500 
12,500 
70,'56 

246,9tt,-
12,SOO 
24,129 
27,456 
20,592 
24,024 
12,500 
12,500 
20,592 

1,141,054 
1.14Q 

in ·~ort tona, rev value 

ippert1 

72,917 
142,428 
11,671 
11,176 
13, 721 

24a,120 
11,902 
41,114 
12.soo 
S4,71S 
12,151 

S02,016 
11,176 
48,133 
12,500 
12,'22 
12,S6a 
20,592 
12,500 
'2. 713 
13,72, 
11,176 
.12,46~ 

·.17.1.42 
S0,592 
12,500 
22.2110 

0 
49,625 
12,500 
12,190 
61,616 

24S,ll!) 
12,500 
24,129 
27,456 
1t;97~ 
23,99' 
12,SoO 
12,SOQ 
20,592 

1,145,SS~ 
SQ6 

1917 
Ql&ot• 
allocasion 

S9,130 
75,530. 
7,500 

10,010 
7,500 

131,tsO 
10,010 
:U,140 
7,500 

17 ,SIS 
7,500 

160, 160 
10,010 
26,020 
25,190 
7,500 

·. 4S,610 
10,920 
7,500 

15,917 
7,500 

10,010 
7,Soq 
9,100 

10,920 
7,500 

11,ISO 
0 --

26,'90 
7,500 
7,500 

. 37,310 
143,710 

7,500 
0 

14,560 
10,920 
12,740 
7,500 
7,SOO 

10,920 
1,001,430 

2.0PP 

Aetll&l 
.Hmors1 

38,720 
75,530 
7,500 

10,010 
7,500 

l:U,950 
9,749 

:n,140 
7,500 

17,513 
7,500 

159,319 
10,010 
25,193 
25,190 
7,500 
4~.S47 
10,920 
7,500 

15,917 
7,500 

10,010 
7,500 
t,100 
10,9~ 
7,500 

11,ISO 
0 

26,390 
7 ,416 
S,717 

'6,llS 
151,640' 

7,500 
0 

14,560 
10•920 
12,6'7 
7,500 
7,SOO 

10,920 
197, 131 

4 

1918 
Ql&o.u 
1llgs15ipp 

43,175 

"·"' 1,205 
16,692 
a,uo 

145,590 
11,045 
24,100 
1,000 

19,577 
1,000 

176,710 
11,045 
28,au 

9,0SS 
a,ooo 

4a,115 
S74 

1,000 
17,177 
1,2'0 

16,692 
a,ooo 

10,045 
li,050 
1.000 

U,055 
0 , 

1,000 
1,000 

41,165 
151,640 

1,000 
0 

16,065 
12,050 
14,055 
1.saa 
1,000 

12,050 
1,054,675 

2.P9Q 

'Actual 
HPprs1 

43,17!f 
IS,43a 
a,205 

16,692 
a,230 

145,462 
10,S75 
24,102 
1,000 

19,547 
1,000 

169,190 
7,903 

21,115 
9,200 
1,000 

48,962 
S74 

7,600 
17,196 
6,026 

16,426 
7,ts4 

10,045 
12,050 
. 1,000 
13,055 

0 
210 

1,000 
1,017 
~a.sea 

373,942 
1,016 

0 
16,065 
12,050 

9,806 
1,511 
1,000 

12,050 
1,024,791 

4 

Note: lllporu are reponed on an act~ wt.pt baaia a4juted by cut- v.pvard by a factor of 1.oss. Wben final 
polariaadoD renlu are received or .Un a4juCMDt•. are Mlle to rav valu OD final veaHla, -1.adve Uiport dau are 
a4juted acconiqly. A cCNDtry' • uceH of -1.ad.V. enuie• and a4jucmnu over iu. quota allocad.on ia carried over to 
and .,.U.t da• cCNDuy' • allocation for tbe nut quo~ period. 

loarce: Colllpiled froa official aiatiadca of tbe U.I. llepanmnt of Aarinlt111'e, Jon:lp Ap':laltval Service. 
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Table 2-7 
Sugar: World production. _supply. and distribution. by countries. mark.eiing years 1985/86-1987/8~ 

Ratio of Ratio of 
Country Beginning Sugar Domestic Ending imports to exports to 
and year stocb production Imports Total supply Exports consumption stocks consumption production -

(A,QOO met&j.~ SO!!!!, raw valu11 (2ercent} 
EC: 

1985/86 •••••••••• 3,246 14.520. 2.987 20.753 5.6o4 n.635 3.514 25.7 38.6 
1986/87 •••••••••• 3.511 14.989 2."436 20.936 5.407 12.073 3.456 20.2 . 36.1 
1987/88 •••••••• ~. 3~456 14.160 2.795 20.411 5.451 12.289 2,671 22.7 38.5 

India: 
1985/86 •••••••••.• 1.803, 7,983' 1,775 11.561 57 9.338 2,166 19.0 .07 ... 
1986/87 •••••••••• 2,166 9.474. . 1,020 ·12.660 25 9,675 2,960 10.5 .03 
1987/88 •••••••••• 2~960 10,000 80 '13.04Q 30 10.310 2,700 .8 .. .03 

USSR: 
1985/86 •••••••••• '3,$94 8,-260. 5.183 17,337 327 13,400 3,610 38.7 4.0 
1986/87 ••••••••• ~ 3;610 8.100 5.057 17.367 173 14.494 2,700 34.9 2.0 
1987/88 •••••••••• 2;100 9,560 4.515 16. 775 175 14,100 2,500 32.0 1,8 

Brazil: ·r. ,, 
N 1985/86 •••••••• ~. 1,571 8,270 0 9.841 2,560 6.300 .~81 0 31.0 I 
s:- 1986/87 ••••• : •• ·'· 981 8,650 0 9.631 2.086 6.100 . ' 845 0 24.1 
C!I> 1987/88 •••.•••••• 845 8.457. 0 9.302 2;131 6.400 771 0 25.2 

. -
Cuba: 

1985/86 •••••••••• 1.156 1.200 0 8.356 7,000 806 550 0 97.2 
1986/87 •••••••••• 550 1.220 .... .o 1.110 6.630· 780 360 0 91.8 
1987/88 •••••••••• . 360 7.400 0 1. 760· 6,500 770 490 0 87.8 

us: 
1985/86 ••••••••• ; .1·.59~ 5,473 2.356 9.426 416 7.511 1,499 31.4 7.6 
1986/87 ••••••••• ~ . 1,499 ~.246 1,503 9,248 591 . 7 ,299 1.358 20.6 9.5 
1987/88 •••••••••• 1.358 6,483 1,140 8,981 354 7.433 1.194 15.3 s.s 

China: 
1985/86 •••••••••• 2.111 5.535 1.-216 8,928 271 6.600 2.057 18.4 4.9 
1986/87; ••••••••• 2.os.1 5.774 1.507 9.338 459 1.200 1 .• 679 20.9 7.9 
1987/88 •••••••••• 1.679 4.706 3.199 9.584 309 7.600 1.675 42.1 6.6 

Awltralia: 
' 

1985/86 •••••••••• 603 3.404 .. 0 4.007 2.858 801 348 0 84.0 
1986/87 •••••••••• 348 3.457 0 :. 3.805 2.658 837 310 0 76.9 
1987/88 •••••••••• 310· 3.528 0 3.838 2.797 805 236 0 79.3 

·' 
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Table 2-7--Continued 
Sugar: World production, supply, and distribution, by countries, marketing years 1985/86-1987/88 

Ratio of Ratio of 
Country Beginning Sugar Domestic Ending imports to exports to 
and year stocks production Imports Total supply Exports consumption stocks consumption production 

{l,000 metric tons, raw value} {2ercentl 

Thailand: 
1985/86 •••••••••• 473 2,586 0 3,059 2,060 740 259 0 79.7 

. 1986/87 •••..•••.. 219 2,639 0 2,8,58 1,960 780 118 0 74.3 
1987 /88 ••...•...• 118 2,704 0 . 2,822 1,891 8io 111 0 69.9 

South 
Africa: 
1985/86 ....•..••• 578 2,287 29 2,894 1,128 1,405 361 2.1 49.3 
1986/87 ..••...••. 361 2,200 0 2,561 875 1,320 366 0 39.8 
1987/88 ••.•.••..• 366 2,235 0 2,601 925 1.450 2l6 0 41..4 

Philippines: 
1985/86 ••..•••••• 229 1,561 0 1,790 296 1,211 283 0 24.4 
1986/87 •...•••... 283 1,350 . 0 1,633 197 1,227 209 0 16.l 
1987/88 •••••.•••• 209 1,400 105 1,714 129 1,420. 165 7.4 9 •. 1 

N 
I Dominican .i:-

\C Republic: 
1985/86 •••.•• ~ ••• 374 894 0 1,268 480 331 457 0 53.7 
1986/87 .•••.••••• 345 815 0 1,160 587 351 222 0 72.0 
1987/88 •••••••••. 222 777 0 999 531 223 245 0 68.3 

Canada: 
1985/86 •••••••••• 215 60 1,145 1,.420 67 1,122 231 102.0 111.7" 
1986/87 •••••••••• 231 118 1,119 1,468 101 1,147 220 97.6 85.6 
1987/88; ••••••••• 

c 
88.3 58.9 220 129 928 1,277 76 ·1,051 150 

All others: 
1985/86 •••••••••• 10,361 30,931 14,335 55•627 6,393 39,387 9,847 36.4 20.7 
1986/87 •••••••••• 9,790 31,639 14,682 56,111 6,374 41, 172 8,565 35.7 20.1 
1987/88 •••••••••• 8,565 31,821 14,676 55,062 6,302 41,481 7,279 35.4 19.8 

World: 
1985/86 •••••••••• 28,277 98,964 29,026 156,267 29,517 100,587 26,163 28.9 29.8 
1986/87 ••••.••••• 25,951 103,271 27,324 156,546 28,123 105,055 23,368 26.0 27.2 
1987/88 •••••••••• 23,368 103,360 27,438 154,166 27,601 106, 152 20,413 25.8 26.7 

Source: U.S. Department of Agriculture, World Sugar Situation and Outlook., various issues. 



Table 2-8 
Sugar: Co11t of producing raw cane augar, beet ·~aar, and high fructoae corn ayrup, by cauiory of world 
producera, 1986-881 

In canta per pound 

category 1986 1987 

Raw cane sugar: 
Low-cost producers3 ••••••••••• 8.60-9.60 7.70-10.30 5 . 

28.50-38.30 27.80-42.10 High-coat producer• •.•••••••• 6 . 
9.10-14.50 10.30-14.70 Maj or exporters ••••••••.••••• 

cane augar, white value 
equivalent: 

Low-coat producers3 ••••••••••• 13.54-14.63 12.56-15.39 
High-coat producera5 •••••••••• 35.17-45.82 34.41-49.95 
Major exportera6 •• · ••••••••• : •• 14.08-19.95 15.39-20.17 

Beet sugar, refined value: 
Low-coat producera7 ••••••••••• 10.60-20.90 13.30-23.90 
High-coat producers& •••••••••• 30.90-62.00 33.60-46.40 
Maj or exporter a 9 •••••••••••••• lS .90-21. 90 14.00-23.90 

High fructoae corn.ayrup:lO 
Major producerall ••••••••••••• 14.30-24.60 12.60-28.20 

Crop year basis. 
2 Ex-mill/factory basia. 
3 Average of 5 countriea (Malawi, South Africa, SVaziland, Zambia, and Zimbabwe). 
4 Not available. 

1988 

4 
4 
4 

4 
4 
4 

4 
4 
4 

4 

5 Average of 5 countriea (Congo, Guadaloupe, Paraguay, Vietnam, and Japan). 
6 Average of 7 countriea (CUba, Brazil (Center-South). Australia, Thailand, Dominican lilepuhlic, Sciuth 

Africa, Mauritiua). 
7 Average of 5 producing countriea (Belgium, Chile, France, West Germany, and Turkey). 
8 Average of 6 producing countriea (Bulgaria, China, Japan, Romania, USSR, and Bast Germany). 
9 Average of 6 exporting countriea (France, West Germany, Belgium, Denmark, Netherlands, and Turkey). 

10 Dry weight, 42-percent HFCS baaia. 
11 Average of ·12 countriea (canada, Argentina, Japan, South Korea, Spain, Belgium, France,. West Germany, 
Italy, Netherlands, United Kingdom, and the United States). 

Source: I.Ord, Ronald C., Robert D. Barry·, and Jainea Fry, "World Sugar a!ld HFCS Production Costa, 1979/80-
1986/87," Sugar and· Sweetener Situation and OUtloOk Report, June 1989, U.S. Department of Agricult1.ire, 
Washington, D.C. Data originally from Landell Mills Commoditiea Studies, Ltd., London. 



Tabla 2-9 
HFCS prices and their discount to sugar. Midwest market. 1986-88 

~r!s:!! 
Refined 

Year HFCS-42 HFCS-55 beet sugar 

Cants par pound (dry basis) Percent 

1986 •••• 18.07 19.96 23.42 
1987 .... 16.50 17.46 23.60 
1988 •••. 16.47 18.68 25.49 

Source: Milling and Baking News, and John Crowe and Company. 

Tabla 2-10 

Price discount 
to sugar 
HFCS-42 

22.8 
30.l 
35.4 

HFCS-55 

14.8 
26.0 
26.7 

U.S. imports of sugar in sugar-containing articles, 1977-82 average and 1986-88 

Item 

Confectionery and chewing gum •••••••••..•••. 
Miscellaneous food preparations •••••••••••.• 
Bakery and cereal products ••••••.••••••••.•• 
Cocoa and chocolate .••••••••••••••••••.•••.• 
Flavored sugars. syrups. and molasses ••••••• 
Processed berries; preserves; and candied 

fruits and nuts ..••••.•.••••••••••••••••• 
Total ...•••••.••••...••.••••••• : ••••..•••. 

Confectionery and chewing gum •••••••••..••.• 
Miscellaneous food preparations .••••.•••••.• 
Bakery and cereal products •.••..••••.•..•... 
Cocoa and chocolate ...•••••••.••••.•••..•.•. 
Flavored sugars, syrups, and molasses ••.••.• 
Processed berries; preserves; and candied 

fruits and nuts ..•••...••.••••••••.•••.. 
Total •.•..•••.••..•....••..•.•..•.••••...• 

Confectionery and chewing gum •••••••.•••••.. 
Miscellaneous food preparations •••.••.•.•... 
Bakery and cereal products •..•••.••••••.•... 
Cocoa and chocolate •••..••.•.••.•.••.•..••.• 
Flavored sugars, syrups, and molasses •••.••• 
Processed berries; preserves; and candied 

fruits and nuts ••••••••..•••••••••...•.. 
Average, all items .••••.••.•••.••.••...•.• 

1977-82 1986 
average 

1987 

(l.000 tons. sugar equivalent) 

38.0 90.6 87.3 
16.2 75.l 70.6 
16.6 39.8- -41.3 
8.0 34.2 37.5 
2.2 15.4 23.3 

18.9 25.2 28.7 
99.9 280.l 288.6 

. (Share of total. percent) 

38.0 32.3 30.2 
.16 .2 26.8 24.4 
16.6 14.2 14.3 
8.0 12.2 13.0 
2.2 5.5 8.1 

18.9 9.0 9.9 
100.0 100.0 100.0 

1988 

81.3 
51. l 
38.5 
36.0 
35.4 

27.6 
269.9 

30.l 
18.9 
14.3 
13.3 
13.l 

10.2. 
100.0 

(Average sugar content, percent) 

56.2 56.7 56.4 56.7 
31.9 33.l 33.8 33.7 
24.3 24.7 24.6 24.6 
50.4 50.4 50.3 50.8 
70.0 70.0 70.0 70.0 

36.2 40.0 40.6 42.0 
38.6 40.0 40.7 42.3 

Source: Economic Research Service. U.S. Department of Agriculture. 
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Table 2-11 
Tariff equivalents of import quotas for raw sugar, 1986-881 · 

Year 

1986 
1987 
1988 

Average 
world 
price2 

Average 
freight & 
handling 
charges3 

Average 
world price 
gross of Average 
freight & U.S. 
handling price4 

Tariff. equivalent 
Specific Ad valorem5 

(Price gap) 

-----------------Cents per kilogram------------------- Percent 

13.34 
14.79 
22.44 

3.09 
3.71 
3.53 

16.43 
18.10 
25.97 

46.19 
48.11 
48. 77 

29.76 
30.01 
22.80 

223 
203 
102 

1 Includes HTSUS i terns 1701.11 and 1701. 12. '· ~ 
2 The world price is the annual average contract No. 11 price--i.·e. , f. o. b. 
stowed Caribbean port (including Brazil) bulk (spot price). 
3 Average charge per pound of shipping raw sugar between Caribbean countries 
and the U.S. customs district of New York City.. These estimates, prov;ided by 
the U.S. Department of Agriculture (USDA), include freight, stevedoring, 
weighing, interest, insurance, and miscellaneous charges. 
4 The U.S. price is the annual average price for nearby No. 14 futures. 
5 As a percent of the world f .o.b. price. 

Source: U.S. and world price data were obtained from u.s~ Department of 
Agriculture, Sugar and Sweetener: Situation and Outlook Report, Economic 
Research Service, September 1989; freight and handling charges provided by the 
USDA, Economic Research Service, Cormnodity Economics Division; specific and ad 
valorem tariff equivalents computed by the staff of the U.S. International 
Trade Cormnission. 
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Table 2-12 
Tariff equivalents of import quotas for refined sugar, 1986-881 

Constructed 
world 

Year price2 

Average 
wholesale 
U.S. price3 

Tariff eguiValent 
Specific Ad valorems 

· (Price gap4> · 

--------~---Cents per kg---------~-- Percent 

1986 19.62 51.63 32.01 163 
1987 19.75 52.03 32.28 163 
1988 31.68 51.20 19.52 62 

1 Includes HTSUS items 1701.91.20 and 1701.99. 
2 The constructed world price of refined sugar is the difference between the 
average wholesale U.S. price and the estimated price gap. This would be the 
price in the United States absent the quotas. . . 
3 The U.S. price is the annual average f.o.b. price of wholesale refined beet 
sugar, Midwest market. . 
4 The price gap for refined sugar was estimated by multiplying the price gap 
for raw sugar by the factor 1. 0753. which is the conversion ratio between raw 
and refined sugar--i.e., 1.0753 pounds of raw cane sugar render one pound of 
refined cane sugar. 
s As a percent of the constructed world price, The ad valorem equivalent 
tends to be understated, as explained in the text. 

Source: U.S. price data were obtained from U.S. Department of·Agriculture, 
Sugar and Sweetener: Situation and Outlook Report, Economic Research Service, 
September 1989; the constructed world price, and specific and ad valorem 
tariff equivalents computed by the staff of the U.S. International Trade 
Cormnission. 

2-53 



Table 2-13 
Tariff eqµivalents of import quotas for sugar-containing-products, items with 
average sugar content by HTS subheadings, 1986-88 

(In cents per kilogram) 
Tariff eguivalents . _ 

Subheadil)g __ . : Abbreviated article description. 1986 1987 1988 

9904.50.20 ••... Blended syrups containing- sugar; 
not in retail containers 15.04 

9904.50.40.; ••. Edible preparations containing 
over 65 percent sugar, not iri 
retail containers · 24.96 

9904.60.20 .•... Sweetened cocoa powder 15.98 

· 9904. 60. ·40. • . • . Flour mixes and doughs containing 
over 10 percent sugar, except 
doughs in retail containers 9.59 

9904.60.60, •••• Edible preparations containing over 
10 percent sugar 20.79 

15.12 11.46 

25 .11 19.03 

16.09 12.19 

9.66 7.32 

20.92 15.85 

Source: CoJllputed by staff of the U.S. International Trade Commission based on 
the esti!'ilated tarif~·equivalents for refined sugar in table 2-12. 
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Table 2-14 
Tariff equivalents of import quotas for sugar-containing-products, items with average 
sugar content by HTS subheadings, 1986-88 

(Percent ad valorem)l/ 
Tariff eguivalents 

Subheading Abbreviated article description 1986 1987 i988 

9904.50.20 ..•.. Blended syrups containing sugar, 
not in retail containers 77 77 36 

9904.50.40 ••.•• Edible preparations containing 
over 65 percent sugar, not in 
retail containers 127 127 60 

9904.60.20 •..•. Sweetened cocoa powder 82 82 39 

9904. 60. 40 .•.•• Flour mixes and doughs containing 
over 10 percent sugar; except 
doughs in retail containers 49 49 23 

9904.60.60 ••••• Edible preparations containing over 
10 percent sugar 106 106 50 

1/ All ad valorem rates are based on the constructed_world price of refined' sugar. 
These rates are based on the assumption that the average percentage value of sugar is 
equal to the average percentage weight of sugar content. There are factors that tend 
to overstate as well as understate these estimated ad valorem equivalents. The net 
effect of these factors is probably to overstate the ad valorem equivalents. See the 
text for further discussion. 

Source: Computed by staff of the U.S. !nt~rnational Trade Conunission. 
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CHAPTER 3. MEAT 

Introduction 

The following types of meat are subject to quantitative restrictions 
under the Meat Import Act of 1979 (quota-type meats) and to voluntary 
restraint agreements (VRAs) negotiated under authority of the Agricultural Act 
of 1956: fresh, chilled, or frozen beef and veal; fresh, chilled, or frozen 
meat of sheep (mutton) except lamb; fresh, chilled, or frozen goat meat; and 
certain other beef and veal described as "prepared or preserved" under the 
Tariff Schedules of the United States, Annotated (TSUSA), and as "processed" 
under the Harmonized Tariff Schedule of the United States (HTSUS). 

The types of meat for which information is presented in this chapter are 
limited to fresh, chilled, or frozen beef and veal (and the cattle from which 
such meat is produced), because such meat accounted for 99.5 percent or more, 
by value, of all U.S. imports of quota-type meats during 1986-88. 

Competitive Conditions in the U.S. Indµstry and Market 

DIDUS'l'RY STRUCTURE 

Cattle farmers 

The U.S. cattle growing industry, especially the cow-calf sector, is not 
concentrated; even the largest firms account for only a small share of the 
total U.S. production. During 1988 there were 1,370,640 cattle operations1 in 
the United States, down from 1,408,070 during 1987. 2 The cattle feeding 
industry is slightly more concentrated however; during 1988, 80 feedlots with 
a capacity of 32,000 or more animals (about 0.2 percent of the total feedlots 
in the United States) fed 7.6 million animals, equal to 29 percent of the 26.7 
million fed cattle slaughtered in the United States during that year. 

1 An operation is any place having one or more head of the species on hand at 
any time during the year. 
2 Although cattle are raised and beef is processed in each of the fifty 
States, more than half of the industry is concentrated in the Corn Belt (which 
held 34 million, or 34 percent, of the 100 million animals in the U.S. cattle 
inventory on January 1, 1989) and the Western Rangelands (which accounted for 
40 million or 40 percent of the January 1, 1989, cattle inventory). The 
Southeastern States accounted for an additional 18 million head of cattle (or 
18 percent). 
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Many cattle operations are parts of diversified farming enterprises, 
especially in the Corn Belt and the Southeast. Many cattle operations grow 
all or nearly all of the feed supplied to their animals, but otherwise there 
is little additional vertical integration in the cattle growing sector. 

Beef processors 

In general, cattle are slaughtered and beef-is processed near where they 
are raised or fed.· Because many cattle are shipped from the Western Range
lands and Southeastern States to feedlots in the Corn Belt, the Corn Belt 
States account for a large share of cattle slaughter. In 1988 the Corn Belt 
States accounted for 19.1 million or 55 percent of U.S. Federally Inspected 
cattle slaughter; the Western States accounted for 13. 0 million or. 37 percent, 
and the Southeastern states accounted for 1.5 million or 4 percent. 

During 1987, the most recent year for which data are available, there 
were 419 firms slaughtering cattle, employing 140,000 persons in 1,300 cattle
slaughtering plants. In contrast to cattle farming, in which there are 
numerous producers, the beef sector is moderately concentrated, and the market 
shares held by the largest firms are growing: 

1986 ••••••• 
1987 ••••••• 
1988 ••••••• 

Share of U.S. cattle slaughter accounted for by--
Top four Top eight Top twelve 
companies companies companies 
----------------(Percent)-----------------

42.3 
53.9 
56.6 

52.9 
62.7 
65.9 

59.5 
67.6 
70.4 

'l'REHDS IH PRODUCTION 

Beef and veal production has declined slightly in recent years, as the 
industry has entered the most recent downturn in a business cycle referred to 
as the cattle cycle. During this cycle of approximately 10 years, the number 
of beef cattle in the United States is alternately expanded and reduced for 
several consecutive years in response to changes in the current profitability, 
or expected future profitability, of cattle production. Because of inherent 
biological factors described below and the nature in which female animals are 
slaughtered for beef, the supply effect of production decisions are 
experienced only after a lag. Indeed, as described below, the inunediate 
effect of a production decision is the opposite of the intended effect. 

Cow-calf production, the basis for beef production, includes any cattle
breeding enterprise operated primarily for the production of young cattle 
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ultimately placed in pastures or rangelands and feedlots to condition for 
slaughter. This production process takes about 2-1/2 years between the 
breeding of beef cows and heifers and the time when the resulting beef is 
available for retail sale. If a producer then decides to expand production by 
saving even more breeding stock, an additional 2 years (a total of 4-1/2 
years) will be necessary before the additional beef production is available 
for retail sale. Choosing to expand production by retaining cows and by 
holding back heifers (that would have been available for slaughter if no 
expansion in production were attempted) initially reduces supplies of beef 
available for slaughter, and higher prices normally follow. Producers 
typically respond to the higher prices by saving even more breeding stock. At 
some point beef production expands and supplies become too large to clear the 
market at prevailing prices. Prices decline and cattlemen, to reduce 

,production, begin to cull breeding stock. The culled breeding stock 
immediately adds to the already substantial meat production. Young animals 
that would normally go to feedlots or breeding herds are also sold for 
slaughter, resulting in additional supplies of meat. As more and more meat 
enters the market, prices and profits become more depressed. At some point 
supplies are sufficiently reduced and prices begin to rise. The industry is 
then poised for another expansion phase of the cycle. 

Many factors contribute to the expansion and contraction. of the cattle 
cycle.· During the late 1960's and early 1970's, expansion in the U.S. cattle 
industry was encouraged by moderate grain prices, growth in consumers' income, 
and restrained inflation. From 1975 to 1979, however, cattle inventories were 
sharply reduced--declining from 132 million animals to 111 million animals, or 
by 16 percent. Because of reduced inventories, U.S. producers were able to 
get record high prices during 1979/80. Consequently, producers began to build 
up their herds--increasing to 115.4 million animals in 1982. However, a 
severe drought (which reduced forage supplies) was experienced in parts of the 
western rangelands and the Corn Belt region as well as in the Eastern United 
States in 1983-84. The drought forced producers to liquidate their cattle 
rather than hold them for expansion. On mixed livestock-crop operations, poor 
livestock returns, lower grain prices, and falling land values continued to 
force herd liquidation to improve cash flow and reduce debt. Also during this 
period, the U.S. cattle industry was competing against expanding pork and 
poultry production. Recent changes in inventories suggest that the U.S. 
cattle industry is reexperiencing a modest contraction. 

TREHDS IH PRICES AND PROFITABILITY 

Farm-level prices for beef cattle, according to the USDA, increased 
sharply in recent years, averaging nearly $69 per hundredweight in 1988, an 
increase of 27 percent from just 2 years earlier. As a result, total cash 
receipts from cattle marketing also rose significantly, exceeding $36 billion 
in 1988 compared with $29 billion in 1986. However, notwithstanding these 
increases, the profitability of cow-calf producers and cattle feeders 

3-3 



apparently worsened between 1987 and 1988, according to USDA data presented in 
the tabulation on the following page. 

TRENDS IH CATl'LE AND BEEF TRADE 

According to the U.S. Department of Conunerce, U.S. exports of cattle 
increased steadily during 1986-88. The largest market for cattle exports is 
Mexico (the difficulty in shipping cattle long distances prevents much 
overseas trade); shipments to Mexico rose to 73 percent of total cattle 
exports in 1988, up from 58 percent in 1986. Total exports tripled, from 
107,000 animals in 1986 to 321,000 animals in 1988; export value increased by 
82 percent, from $111 million to $202 million, during the same period. One of 
the principal factors behind this increase was an increase in the availability 
of U.S Government funds for export promotion. 

·U.S. exports of beef and veal also rose during 1986-88; the volume of 
such exports grew by nearly one-fourth, to 473 million p9unds in 1988, while 
export value nearly doubled, to just over $1 billion. The 'bulk of this 
increase reflects the opening of Japan's import market; Japan is now the 
largest market for U.S. exports of beef and veal. The dev~lopment of the 
Japanese meat import market is described in greater detaii later in this 
chapter. 

Recent trends in U.S. imports of ·fresh, chilled, or frozen beef and veal 
are shown in the following tabulation of data from the U.S. Department of 
Conunerce: 3 

U.S. imports of beef and yeal 
(million pounds, (million 
product weight) ·dollars) 

1986......... 1,406 
1987......... 1~480 
1988......... 1,551 

1, 118 
1,333 
1,488 

During 1986-88 Australia accounted for about 50 percent of the value of 
the subject imports and New Zealand accounted for another 25 to 30 percent. 
Canada, Central America, and the EC accounted for nearly all of the remainder. 

3 These data are not necessarily consistent with USDA data repor·ting U.S. 
imports of quota-type meats. 
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U.S. cow-calf production coats. all sizes of operations. U.S. fed cattle production costs. all sizes of 
1987-89 operations. 1987-89 

IS!!!! }287 }288e 1282J! Item 1287 1288e l282J! 
---dollars per cow---- ---dollars per cwti __ 

Gross value of production: Gross value of production: 
Steer calves (l .116 cwt) •••• 94.03 105.70 105.06 Fed beef (100 lbs) ••••• 65.36 69.54 72.96 
Heifer calves (. 7813 cwt) ••• 60.01 68.59 68.17 
Feeder steers (.9982 Cwt) ••• 77.63 86.28 85.76 Variable expenses: 
Feeder heifers (. 7150 cwt) •• 47.72 ~2.70 52.38 Feeders: 
CUl.l COVIi (.7974 cwt) ••••••• 34.31 34.91 34.70 Feeder cattle •••••••• 36.81 40.87 40.81 

Total ••••••••••••••••••••• 313.70 348.18 346.06 Feed: 
Haylage •••••••••••••• 0.14 0.14 0.15 

Variable expenses: Silage •.•••••• ' ••••••• 1.54 1.59 1.66 
Feed: Dry grain •••••••••••• 6.46 9.44 10.56 

Grain ••••••••••••••••••••• 5.94 8.68 9.71 Concentrates ••••••••• 1.92 2.85 2.98 
Silage •••••••••••••••••••• 6.07 6.28 6.55 Protein supplements •• 2.62 3.50 3.72 
Protein supplements ••••••• 17.65 23.57 25.07 Legume hay ••• •.•• ••••• 0.44 0.56 0.59 
Salt and minerals ••••••••• 2.69 2.78 2.90 Other roughages •••••• 1.02 1.30 1.36 
Hay ••••••••••••••••••••••• 35.17 44.93 46.91 Pasture •••.•••••••••• 0.01 0.01 0.01 
Paature ••••••••••••••••••• 39.78 50.82 53.06 Other: 
Public grazing •••••••••••• 0.71 0.73 0.77 Veterinary/medicine •• 0.53 0.54 0.57 
Crop residue •••••••••••••• 0.06 0.06 0.06 Livestock hauling •••• 0.36 0.37 0.39 

Other: Marketing •••••••••••• 0.19 0.20 0.21 
Veterinary/medicine ••••••• 6.69 6.86 7.16 Bedding •••••••••••••• 0.14 0.14 0.15 
Livestock hauling ••••••••• 1.98 2.04 2.13 Pllel. lube, and 
Marlteting ••••••••••••••••• 4.42 4.57 4.77 electricity •••••••• 0.66 0.68 0.71 
CU.tom feed mixing •••••••• 0.28 0.29 0.30 Machinery and 
Pllel, lube. and building repairs ••• 1.02 1.05 1.10 

electricity ••••••••••••• 14.06 14.50 15.14 Hired labor •••.•••••• 0.67 0.69 0.72 
Machinery and building Miscellaneous •••••••• 0.72 0.77 0.80 

repairs ••••••••••••••••• 21.96 22.62 23.61 Manure credit •••••••. -0.08 -0.08 -0.08 
Hired labor ••••••••••••••.• 15.01 15.46 16.14 Total •••••••••••••• 55.17 64.64 66.40 

Total ••••••••••••••••••• 172.47 204.19 214.a9 
Fixed expenses: 

Fi.zed expenses: General fana overhead •• 0.45 0.48 0.50 
General fana overhead ••••••• 30.00 33.31 33.09 Taxes and insurance •••• 0.29 0.31 0.32 
Taxes and insurance ••••••••• 9.77 10.85 10.78 Hired management ••••••• 0.06 0.06 0.07 
Interest •••••••••••••••••••• 43.60 48.42 48.10 Interest ••••••••••••••• 4.70 5.00 5.25 

Total ••••••••••••••••••••• 83.37 92.58 92.02 Total •••••••••••••••• 5.50 5.85 6.14 

Total variable and fixed Total variable and fixed 
expenses •••••••••••••••••••• 255.84 296.77 306.26 expenses ••••••••••••••• 60.67 70.49 72.54 

Value of production leaa Value of production leas 
total expenses •••••••••••••• 57.86 50.46 39.80 total expenses ••••••••• 4.69 -0.95 0.42 

capital replacement ••••••••••• 75.58 78.15 81.59 capital replacement •••••• 2.76 2.85 2.98 
Value of production leas Value of production leas 

total expenses and capital total expenses and capital 
replac-nt ••••••••••••••••• -17.72 -26.69 -41.79 replacement •••••••••••••• 1.93 -3.81 -2.56 

e•S.tiAate. 
~=Projection. 

Of liveV9ight sold. 

Source: USDA. Y,vest2c)!, SituaSi!!l! ~ Ollslook, }By 1983. 
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The bulk of U.S. imports of fresh, chilled, or frozen beef and veal 
consist of lean beef comparable to.that derived from cull cattle and certain 
lean cuts and trinunings from grain-fed cattle. Much imported lean beef is 
reportedly mixed with domestic beef fat to,produce meat products with a 
preferred lean-to-fat ratio •. Such beef is used in the production of soups, 
stews, frozen dinners and other prepared foods. 

U.S. imports of fresh, chilled, or frozen beef and veal are subject to 
various health and sanitary regulations, and most such imports are subject to 
quantitative limitations and voluntary restraint agreements (described later 
iri this chapter). However, as part of the United States-Canada Free Trade 
Agreement Implementation Act of 1988, the United States and Canada have 
mutually excluded each other from their respective meat import acts; both 
countries have also agreed to not allow transhipment of quota-type meats into 
the other country. Fresh, chilled, or frozen boneless beef, which accounted 
for 80 percent of the subject U.S. imports in 1986 and 1987 and 84 percent in 
1988, is dutiable at 4.4 cents per kilogram (about 2 cents per pound) under 
the HTS (items No. 0201.30.60, fresh, or.chilled and 0202.30.60, frozen). 
Under the TSUS, (item No. 106.10), U.S. imports of fresh, chilled, or frozen 
beef and veal were dutiable at 2 cents per pound. The estimated ad valorem 
equivalent of that duty in 1988 was 2.1 percent. 

The remainder of the subject imports are.dutiable at 4.4 ce.nts per 
kilogram, 3.3 cen~s per kilogram, 4 percent ad·valorem, or 10 percent ad 
valorem, or, duty free depending on the HTS item number. The subject HTS 
item numbers (including the numbers applicable to mutton and goat meat) and 
the applicable duty rates are shown in appendix D. 

The subject imports are eligible for duty free treatment under the 
United States-Israel Free Trade Area Implementation Act of 1985. However, 
because of health and sanitary reasons Israel is not authorized to ship such 
meats to the United States. Also, certain of the subject imports are eligible 
for preferential duty treatment under the Caribbean Basin Economic Recovery 
Act (CEBRA); imports from the Caribbean accounted for about 8 percent of the 
quantity of the subject imports annually during 1986-88. Imports of quota 
type meats are subject to reduced tariff rates under the United States-Canada 
Free Trade Agreement Implementation Act of 1988. 

PROFILE OF THE MARKET FOR BEEF AND VEAL 

Almost everyone consumes fresh, chilled, or frozen beef and veal, 
although the quantity consumed varies significantly among individuals. The 
U.S. market for beef and veal is primarily a domestic one; only about 2 to 3 
percent of domestic production is exported. Higher quality beef, generally 
associated with grain-fed animals, is consumed as table beef and lower quality 
beef, generally associated with cull cattle, is consumed as manufacturing 
beef; veal, at approximately 2 percent of total beef and veal output, is 
consumed as table meat. 
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U.S. consumption of beef and veal declined by 3.3 percent during 
1986-88, as shown in the following tabulation of USDA data: 

1986 ••••••••• 
1987 ••••••••• 
1988 ••••••••• 

Beef and veal consumption 
(million pounds, 
carcass weight equivalent) 

26~485 
25,654 
25,598 

The decline in consumption reflects a cut-back in U.S. beef supply, part of 
the cattle cycle discussed earlier in this chapter. 

According to data from the Bureau of Labor Statistics, the annual 
average price ·of retail cuts (from Choice Yield Grade 3 cattle carcasses) rose 
from $2.31 per pound in 1986 to $2.55 per pound in 1988. In recent years, an 
increasing share of total U.S. food consumption has taken place outside the 
home: currently, such· consumption accounts for an estimated 40 percent of 
consumer expenditures for beef and veal. This phenomenon may help explain why 
beef prices have risen iri recent years, as out-of-home consumption of beef is 
probably ·1ess price_-sensitive than in-home consumption of beef. 

The price elasticity of demand for beef in general has been estimated to 
be -0.7, ·or moderately price-inelastic. 4 

Per capita consumption of the major types of meat has shifted in recent 
years from beef to pork and poultry, as shown in the following tabulation of 
USDA data (in pounds consumed per person): 

1986-.;.-
1987---
1988---

hit! 
107.3 
103.3 
102.3 

fQi:k 
62.1 
62.5 
66.7 

Poultry 
72.0 
77 .8 
80.6 

Possible reasons for the shift from beef to other meats may include a rise in 
the price of beef relative to prices of other meats, and consumers' health 
perceptions, especially in relation to cholesterol. 

4A Database for Trade Liberalization Studies, U.S. Department of Agriculture, 
Economic Research Service, March 1989. 
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GOVERHMENT INVOLVEMENT DJ THE MEAT DTDUSTRY 

Tbe U.S. meat quota program 

Tbe Meat Import Acts of 1964 and 1979.--The Meat Import Act of 1964 was 
passed to protect the domestic cattle industry. In the view of the CoJJDDittee 
on Finance of the U.S. Senate, the industry was "caught in the crossfire of 
rising production cost·s and decreased product prices. 115 The CoJJDDi ttee 
concluded, on the basis of price data provided as a res~lt of a study by the 
Tariff CoJJDDission (the predecessor of the ITC), 6 "that imported meat has 
played .an important part in creating the distressed market conditions" in the 
industry. 7 The CoJJDDittee noted that imports of beef accolinted for one-half of 
the total increased domestic use of beef over the 8-yea~ period 1956-63. 8 

Under section 2(a) of the Meat Import Act, the aggregate quantity of 
fresh, chilled, or frozen beef and veal, 9 , meat of sheep (except lambs), 10 and 
goats11 to be imported into the United States in any calend~r year beginning 
after December 31, 1964, was not to exceed an adjusted base quantity. · 
Provision was made for that base quantity (725,400,000 pounds) to be increased 
or decreased for any calendar year by the same percentage that estimated 
average annual domestic coJJDDercial production of these articles in that 
calendar year and the 2 preceding calendar years increased or decreased in . 
comparison with the average annual domestic production of these articles 
during the years 1959 through 1963, inclusive. 

A 10-percent overage was allowed, so that only when imports were 
expected to exceed the adjusted base quota level by 10 percent were those 
quotas triggered. Each year the Secretary of Agriculture was required to 
publish in .the Federal Register the estimated quantity that would trigger the 
imposition of quotas under the law, and· each quarter, the quantity of meat 
that, but for the law, would enter the United States in such calendar year. 

5S. Rept. No. 1167, 88th Cong., 2d sess. 2, reprinted in·1964 U.S. Code Cong. 
and Ad Nes 3070, 3071 /hereinafter cited as Meat Import Report. 

· 6 Report on Investigation No. 332-44 (Beef and Beef Ptoducts) Under Section 
332 of the Tariff Act of 1930 Pursuant to a Resolution of the Conunittee on 
,Finance of the United States Senate Adopted November 20 .. 1963, TC Publication 
128, June 1964. . 
7 Meat Import Report, note 3, page 1 at 3074. 
8Ibid at 3071. 
9HS items 0201.10.00, 0201.20.60, 0201.30.60, 0202.10.00, 0202.20.60, and 
0202.30.60; previously TSUS item 106.10. 
10HS items 0204.21.00, 0204.22.40, 0204.23.40, 0204.41.00, 0204.42.40, and 
0204.43.40; previously TSUS item 106.2020 (except lamb) which was discontinued 
and transferred to 106.22 effective January 1, 1980. 
11HS item 0204.50.00·; previously TSUS item 106 .• 2040 which was discontinued and 
transferred to TSUS item 106.25 effective January 1, 1980. 
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If the Secretary's estimate of imports exceeded the trigger level, the 
President was required by law to proclaim quotas on imports of meats subject 
to the law. The quota proclamation could be suspended or the total quantity 
increased if the President determined and proclaimed pursuant to section 2(d) 
that--

(1) such action is required by overriding economic or national security 
interests of the United States, giving special weight to the importance 
to the nation of the economic well-being of the domestic livestock 
industry; 

(2) the supply of articles of the kind described • • • will be 
inadequate to meet domestic demand at reasonable prices; or 

(3) trade agreements entered into after the date of the enactment of 
this act ensure that policy set forth will be carried out. 

Section 2(d) further provided that any such suspension would be for such 
period, and any such increase would be in such amount, as the President 
determined and proclaimed to be necessary to carry out the purposes of section 
2(d). 

The Meat Import Act of 1979, which became effective January 1, 1980, 
amended the Meat Import Act of 1964, primarily to extend its coverage to 
include certain prepared or preserved beef and veal. The additional meat now 
subject to quantitative limitations is provided for in HTS items 0201.30.40 
(previously TSUS item 107.55); 0201.20.20, 0201.30.20, 0202.20.20, and 
0202.30.20 (previously TSUS item 107.61 and a new item created by the 
amendment which provides for certain high-quality, fancy cuts of beef and veal 
on which the United States made a tariff concession in the Tokyo Round of the 
MTN); and 0201.20.40, 0201.30.40, 0202.20.40, and 0202.30.40 (previously TSUS 
item 107.62). 

The amendment was designed to make imports of the subject meats 
countercyclical with domestic production of beef and veal (i.e., when 
production is high, imports are to be further limited, and vice versa). ·Under 

·the amended act, the President's authority to suspend or increase quotas is 
more narrowly defined than under the original act. The amendment also 
provides an import floor (minimum restraint level) of 1,250 million pounds. 

A swmnary of actions taken under the Act are shown in Appendix E. 

Voluntary restraint agreements.--Section 204 of the Agricultural Act of 
1956 (7 U.S.C. 1854) authorizes the President to negotiate agreements with 
foreign governments to limit the exports from such countries and the 
importation into the United States of any agricultural conunodity or product 
manufactured therefrom. Section 204 also provides that when such a bilateral 
agreement has been concluded with countries accounting for a significant part 
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of world trade in the articles covered by the agreement, and as long as the 
agreement remains in effect, the President may also issue regulations 
governing the entry or withdrawal from warehouse of the same articles that are 
products of countries not parties to the agreement • 

The President has used this authority from time to time since 1964 as an 
adjunct to the Meat Import Act. He has had the Secretary of State and 
subsequently the United States Trade Representative negotiate numerous 
bilateral agreements with countries supplying beef and veal to the United 
States to limit their exports to below the respective calendar-year trigger 
levels established under the Meat Import Act. All of the bilateral agreements 
negotiated have been substantively the same. The shares of the adjusted 
aggregate import quota for each calendar year are allocated (pursuant to 
section 2(c) of the Meat Act)--

• • • among supplying countries on the basis of the share such countries 
supplied to the United States market during a representative period of 
time • • • , except that due account may be given to special factors 
which may have affected or may affect the trade in such articles. 

A typical agreement states the total amount of imports the United States will 
permit into the country from participants in the voluntary restraint program 
and the portion of that quantity that the signatory will be allocated to 
receive. Additionally, there is usually a provision permitting the United 
States to limit imports to that level by the issuance of regulations governing 
entry or withdrawal from warehouse, along with a provision permitting the 
United States to increase the total amount imported under the program and 
allocate shortfall resulting from some countries being incapable of filling 
their negotiated levels. 

Other Government pro&rams 

Health and sanitary re&ulations applicable to imports.--Certain h~alth 
and sanitary regulations with respect to U.S. imports of live cattle, sheep, 
and goats as well as fresh, chilled, or frozen beef, veal, mutton, and goat 
meat are administered by the USDA to protect the livestock industry and to 
ensure an adequate supply of safe meat for consumers. 

U.S. imports of certain live animals, including cattle, sheep, and 
goats, and certain fresh, chilled, or frozen meats, including beef, veal, 
mutton, and goat meat, are generally limited to countries that have been 
declared free of rinderpest and foot-and-mouth diseases 12 by the U.S. 

12 Rinderpest and foot-and-mouth diseases are highly contagious, infectious 
diseases that can afflict cloven-footed animals (such as cattle, sheep, swine, 

· (continued ••• ) 
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Secretary of Agriculture. 13 U.S. imports of the subject animals from 
'COUI1tries not declared free of the diseases are limited to those that have 
-passed quarantine inspection in a USDA facility. Meat imports from those 
countries not rinderpest and foot-and-mouth disease free generally must be 
cooked, canned, or cured--processes that destroy the disease-causing 
organisms. · The general effect of such regulations has been to limit U.S. 
imports.'of the subject meats ·to those from Australia, New Zealand, Canada, 
Central:.America, and Denmark. (Mexico has been found to be free of the 
diseases but for other reasons, ··Mexico was not authorized to export the 
subject meats ·to the United States from 1982 through December 1988; 
s~bs~quently, imports of meat from-MeXico have been small.) 

·' 

The USDA administers section 20 of the Federal Meat Inspection Act (21 
U.S.C~ 661 and 21 u.s.c. 620), which provides, among other things, that meat 
and meat products prepared or produced in foreign countries may not be 
imported into the United States " ••• unless they comply with all the 
inspection, building construction standards, and all other provisions of this 
chapter [ch. 12, Meat Inspection] and regulations issued thereunder applicable 
to such articles in conunerce in the·. United States." Section 20 further 
provides that "all such imported articles shall, upon entry into the United 
States, be deemed and treated as domestic articles subject to the provisions 
of this chapter [ch. 12, Meat Inspection] and the Federal Food, Drug, and 
Cosmetic Act [ 12 U.S. C. 301] • ·• • " Thus, section 20 requires that foreign 
meat-exporting countries enforce inspection-- and other requirements with 
respect ·to the preparation of the products covered that are at least equal to 
those applicable to the preparation of like products at Federally inspected 
establishments in the United State.s, and that the imported products be subject 
to inspection and other requirements upon arrival in the United States to 
identify them and further ensure their freedom from adulteration and 
mis~randing at the time of entry. 14 However, section 20 does not provide that 
the imported products be· in'spected by U.S. inspectors during their preparation · 
in the foreign country. 

. Since the passage of the 1981 Farm Bill, 15 the Food Safety Inspection 
• 

1'Service (FSIS) has placed increasing emphasis on review of a country's 
regulatory system as a whole, rather than review of individual plants so as to 
be in compliance with that legislation •. FSIS now evaluates country controls 
in seven basic risk areas: residues, diseases, misuse of food additives, 

12 ( ••• continued) 
and deer)~ Because the diseases are easily transmitted and are debilitating, 
they are an·ever-present threat to the U.S. livestock industry. The diseases 
do not present a direct threat to human health. 
13 Pursuant to sec. 306 of the Tariff Act of 1930 (19 u.s.c. 1306). 
14 See U.S. Senate, Agriculture and Forestry Conunittee, Report on S. 2147, S. 
Report. No. 799 (90th Cong. 2d sess.) 1967, as published in 2 U.S. Cong. & 
Adm. News 1967, p. 2,200. S. 2147, as modified, ultimately became Public Law 
90-201 (the Wholesome Meat Act), approved Dec. 15,_ 1967. 
15 Sec. 1122 of Public Law 97-98, dated Dec. 22, 1981. 



gross contamination, microscopic contamination, economic fraud, and product 
integrity. 16 As required by the 1981 Farm· Bill, FSIS also ·vigorously carries. 
on a species identification program under. which the FSIS assures that meat is 
properly identified by origin and species. 

Government export assistance programs.--The U.S. Government supports 
exports of agricultural products, including the subject animals and meats, 
through a number of programs.· For example, the Food Security Act of 1985 made 
both general and specific provisions for the subje~t animals and meats under 
the Export Enhancement Program· (EEP). Probably the most significant U.S. 
Government involvement in exports of the subject meats is the export 
cooperator program of the USDA's Foreign Agricultural Service (FAS). The Meat 
Export Federation (MEF) is a private, nonprofit trade group participating in 
the export cooperator program· to promote exports of beef~ veal, pork, lamb, 
mutton, and offal. U.S. Government funds equal to funds provided by the MEF 
are coJ1DDingled for promotion of generic exports of the subject meats through 
trade shows, in-store promotions, and so-forth. All funds are for 
expenditures overseas, and are not used within the United States. U.S.
Government derived funds for the MEF are appropriated annually by the U.S. 
Congress.. · · 

Dairy termination program.--The dairy termination program (DTP) was 
established by the Food Security Act of 1985. The DTP was in effect from 
April 1, 1986, to September 30, 1987. The purpose of the DTP was to reduce 
the cost of price-support activities for·milk and.milk products by reducing 
the size of the country's dairy herd by contracting with producers, through a 
bidding· process, to dispose of all of their female dairy cattle through 
slaughter or export. Participating dairy farmers agreed to terminate any 
interest they had in the production of milk or in dairy cattle for a period of 
5 years. During this period, the USDA paid farmers to reduce milk production 
resulting in the slaughter or export of 1.55 million dairy cattle, leading to 
a reduction in milk production of 12.3 billion pounds, slightly more than the 
12-billion-pound target specified in the Food Security Act of 1985. The 
disposal of cattle under the DTP was equival,ent to about 10 percent of the 
U.S. annual inventory 'of dairy cattle and about 4 percent of the total cattle 
slaughter in 1987. 

U.S. nondairy· cattle growers were concerned that the program would 
increase the U.S. supply of beef and reduce beef prices. To minimize the 
impact of the DTP on beef, pork, and lamb producers, USDA agreed to purchase 
and distribute domestically 200 million pounds of red meat during the 18-
month period, in addition to those quantities normally purchased and 
distributed by the Secretary, and agreed to purchase an additional 200 million 
pounds of red meat for use in cormnissaries on military installations located 
outside the United States, or for export. The cost of this program has been 
estimated to be·about $1.8 billion. 

16 Meat and Poultry Inspection. 1984, p. SO. 
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Tbe USDA dairy price-support program.~-To the extent that dairy cattle 
numbers are higher than they otherwise would be because of the USDA dairy 
price-support program, the program contributes to expanded beef production 
because almost all dairy animals are ultimately slaughtered for beef when they 
are no longer suitable for dairy production. The USDA price support program 
for milk is discussed in greater detail in chapter 6, "Dairy Products." 

Competitiye Conditions in Foreign Beef Industries 

The nearly ideal climatic and grazing conditions in New Zealand have 
enabled its cattle and beef industry to operate as one of the world's most 
cost-efficient beef producers and exporters. Some 7,000 to 10,000 operations, 
holding inventories totalling about 8 million head of cattle, produce around 
3.4 million calves annually. During 1986-88, New Zealand's production of beef 
increased from approximately 1 billion pounds to 1.2 billion pounds, most of 
which was exported. 

Meat processing is handled mainly by a number of private-sector a 

companies, some of which are also owned by producer cooperatives. There are 
approximately 40 meat processing plants in New Zealand. 

Net income received by New Zealand cattle and sheep farms rose sharply 
in 1987-88, to $25,000-26,000 per farm per year, a two-thirds increase over 
1986. A sharp rise in gross income caused this jump, the result of a 22-
percent increase in the volume of beef produced between 1986 and 1988. This 
was itself partly the result of generally rising productivity in beef 
production, particularly in t~e yield of beef per animal: for example, the 
average weight of exported carcasses increased by 7 percent in one year alone 
(1988), to 558 pounds from 521 pounds in 1987. 

The principal costs of New Zealand cattle and beef production include 
cattle for slaughter, labor, land, feed, fertilizer, and transportation. 

·Labor cost varies from firm to firm depending on labor contracts, especially 
in beef packing and processing plants. 

The Ministry of Agriculture and Fisheries (MAF) implements New Zealand's 
agricultural policies and programs. Quality Management Systems, a group 
within the MFA, is responsible for quality control and services to ensure· a 
position for New Zealand's beef in the international marketplace. Such 
controls and services include meat inspection to ensure that quality standards 
and overseas market requirements are met, checking for residues of veterinary 
drugs and agricultural chemicals, surveillance of plant and animal diseases 
and pests, negotiation of access to overseas markets, and certification of 
livestock and produce imports and exports. 
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The New Zealand Meat Producers Board, a statutory body established under. 
the Meat Export Control Act of 1921-22, is responsible for promoting the 
development of New Zealand's meat industry. Its activities include licensing, 
quality control, classification standards, and negotiations for access in 
foreign markets. 

The Supplementary Minimum Price scheme for wool, sheepmeat, and beef 
producers, which in some years acted as a direct export subsidy when the 
minimum price was above the export price, has been the main policy instrument 
in New Zealand. However, according to one source, "(s)ince 1984, an important 
element of Government· policy has been the removal of assistance. For 
agriculture, the focus has been on interest concessions, price support and tax 
concessions which were the major avenues of assistance delivery."17 Members 
of the New Zealand Meat Producers Board state there were no government support 
programs affecting the New Zealand beef industry during 1986-88. 18 

AUSTRALIA 

Cattle are raised throughout Australia mainly for the production of beef 
and to a lesser extent the production of dairy products. Beef cattle 
producers often combine other livestock, such as dairy cattle or sheep, as 
well as grains in their operations. The cattle inventory in Australia grew 
from 21.8 million animals in 1986 to 22.2 million animals in 1988, or by 2 
percent, as many producers began to slowly build up their herds. · 

Most cattle are grass fed in Australia; however, there has been a rapid 
growth ·in the feedlot industry, primarily in New South Wales and southern 
Queensland. According to the Australian Meat and Live-stock Corporation 
(AMLC) the number of cattle in feedlots increased from around 350,000 in 1984 
to 480,000 in February 1989. The continued growth of feedlots in Australia 
depends on feeder cattle, grain prices, the extent of future foreign 
investment, and environmental issues. 19 

In 1983-84, there were 174,025 agricultural establishments in Australia. 
Of these establishments, 4,726 were meat cattle with cereal grains 
establishments, 32,363 were meat cattle establishments, and another 10,154 
establishments were sheep and meat cattle. The number of slaughter plants and 
processing plants in Australia totalled 189 as of June 1988. 

17 Ministry of Agriculture and Fisheries, Situation and Outlook for New 
~land Agriculture, Wellington, April 1989, p. 9. 
18 Meeting with Laurie I. Bryant, Director Trade Policy-North America of the 
New Zealand Meat Producers Board and Edward J. Farrell, of Bronz & Farrell, 
Nov. 20, 1989. 

19 USDA, FAS, "Annual Livestock Report," Aug. 29, 1989, p. 2. 
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Between'marketing. years 1985/86 and 1987/88, Australian production of 
fresh, chilled, or frozen beef and veal rose from 3.1 billion pounds (carcass 
weight equivalent) in 1985/86 to 3.5.billion po\inds in 1987/88, an overall 
increase of 400 million pounds, or 13 percent. Drought conditions throughout 
most of the period, and high saleyard prices decreased the economic incentive 
to keep cattle in inventory and thus contributed to the increase in beef 
production. 

Production of fresh, chilled, or frozen beef and veal (as measured by 
the number of cattle and calves slaughtered) increased from 7~4 million 
animals in 1986 to 8~1 million animals in 1988, or by 9 percent, as shown in 
the following tabuiation (in thousands of. animals) : 20 

~ Cattle Calves Total 

1986 ••••.•• ·• 6;156 1,245 7,402 
1987 ••••••• ' 6,722 1,201 7,923 
1988 ••• ~· ••• 6,872 1,189 8,061 

Cattle slaughter increased by 12 percent over the period, whil~ calf slaughter 
declined by 5 percent. 

The following tabulation shows Australian exports of beef and veal by 
major ~rkets for ~986-88, in millions _of pounds, shipped weight: 

Market .ill.2. li.81 lfillil 

United States ...... 632 750 830 
-Japan • . · ......•. ~. ~-·. 214 252 284 
Cariada:·~ •••• ~ • ·• ~ •• ·• 72 76 90 
All other ••••••••• 114 144 1:2!! 

Total ......•.. 1,032 1,222 1,358 

Australian exports of beef and.veal increased from l.O billion pounds in 1986 
to 1.4 billion pounds in 1988, or by 32 percent. The United States and Japan 
have been the two largest markets for Australian beef and veal exports, 
accounting for 61 and 21 percent, respectively, of total exports throughout 
1986-88. Exports to Korea increased from 

0

308,000 pounds in 1986 to 22 million 
pounds in 1988 as a result of Korea's lifting of a ban on beef imports. 

The Australian Meat and. Live-stock Corporation (AMLC), a statutory 
corporation, regulates and promotes the export and the domestic consumption of 
Australian meat and livestock. Australian exporters of meat and livestock 

20 Australian Meat and Livestock Corporation, Statistical Reyiew. July 1987-
June· 1900 •. · 
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must be license4 by the AMLC. Australian goverrunent support to the beef 
industry comes priniarily in the forms.of programs for research, inspection, 
and disease control, c·redi t, and tax concessions. 

. . 
Competitive Conditions in Foreign Margets 

JAP411 

For several years, Japan has been the principal market for U.S. exports 
of beef and veal: as shown in the followirig tabulation, it accounts for about 
75 percent of total exports. 

U.S. e~orts of all beef and veal to Japan. 

1986 ••• ~·· 
1987 •••.•• · 
1988 •••••• 

Ouantit.y. 
(millio~ 
pounds) 
250 
281 
360 

Value 
(million: 
dollars) 
481 
558 
841 

As a share of--
Total U.S. Total Japanese 
exports l.mports 
---------(per~ent)---------

76 
72. 
76 

~4 
40 
43 

Much of this growth·is attributable to two events, a g~neral increase in 
per-person meat consumi>tion, and a recent liberalization of the Japanese 
market for meat imports. Domestic beef production, which supplies most 
domestic consumption, ~as stagnated at arounq 1.2 billion to 1.3 billion 
pounds annually: as a result, total apparent beef consumption, which in 1986 
stood at 1.83 billion pounds, grew by 15 percent to 2.1 billion pounds in 
1988. 

Beef consumption, although rising, is still far outpaced by consumption 
of pork, poultry, and especially fish, according to the Japanese Ministry of 
Agriculture, Fisheries, and Forestry CHAFF):. 

·. . ·.• 

Fish •••.•••••••• 
Pork . ... ; ...... . 
Chicken ••••••••• 
Beef • ••.•.•.•••• 

l21.i 
(pounds 
76 .• 9 

.16.1 
11. 7 
5.5 

~ 12.aI 
consumed per person) 

76.7 80.7 
21.2 24.7 
17.0 22.3 
7.7 11.0 

Beef, pork, chicken, and fish compete as sources of animal protein for 
Japanese consumers. Between 1975 and 19~7. per~person consuniption of beef and 
chicken doubled, while that of pork increased by more than 50 percent. Fish 

3-16 



consumption increased only slightly, but still exceeded consumption of the 
others combined. U.S. export interests contend that the price elasticity of 
demand for beef in Japan is high, and that increased imports could be absorbed 
without sharp declines in prices. These·interests also contend that, based on 
recent observations, the income elasticity of .demand for beef in Japan is 
high. Some Japanese interests contend that for a number of reasons, including 
a strong consumer preference for fish, Japanese demand for imported beef will 
remain limited. 

The price of beef in the Japanese market has been and apparently will 
continue to be strongly.influenced by the Japanese Government. Beef .imports 
have been subject to quotas which, however; are scheduled to be phased out. 
In July 1988, in an early experiment in tatiffication, the United States and 
Japan signed an agreement to.eliminate Japanese quotas on beef imports. The 
agreement also calls for a 3-year phase out of the import management 
operations of the Livestock Industry Promotion Corporation (LIPC) a quasi
governmental orgapization. 

Under the agreement, q~otas are to be.phased out over two 3-year 
transition periods. During the first 3-year transition period, (Japanese 
Fiscal Years 1988-9021 )., quotas were to be expanded 60,000 metric tons 
annually from a base of ,214,000 metric tons. As of .April 1, 1991, quotas are . 
to be eliminated and the.LIPC is no longer to be involved in the pricing, 
purchase, sale, or distribution of imported beef. 

During the second 3-year transition period, (JFY 1991-93) the current 25 
percent ad valorem equivaient :i,mport tariff is to be increased temporarily to 
70 percent in JFY 1991, andthen reduced to 60 percent in JFY 1992, and to 50 
percent in JFY 1993. Japan also has an option to implement an.additional 25 
percent ad valorem equivalent import tariff during the second 3-year 
transition phase if Japanese b~ef imports reach 120 percent of the previous 
years' import level. After JFY .1993 the import tariff level is scheduled to 
remain.at 50 percent_ad valorem equivalent but is to be subject-to negotiation· 
during ~he current round of ~ltilateral trade. negotiations under the GATI. 

, . Producers of beef cattle in Japan are eligible to participate in a price 
deficiency program that provides for direct payments to growers if market 
prices they receive for calves they sell are below certain levels. Effective 
April 1990, a new calf price deficiency payment program (to include 80 percent 
of dairy animals raised for .beef, up from 14 percent under the current 
program) is scheduled to become effective reportedly to help growers compete 
with the i~beralized import prog~am. Under the new payment program, to be 
financed by the tariff revenue on imported beef, there are to be three key 
prices: a standard guaranteed price; a rationalization target price; and an 
average market.price. Deficiency payments are to be made to cover the 
difference between the guaranteed price and the rationalization target price. 
If the market price drops below the rationalization price, the difference 

21 Japanese fiscal years begin Apr. 1. 
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between the rationalization price and the market will be paid from a fund 
contributed to by producers, prefectual governments, and the LIPC. 

An August 1989 report. from the USDA agricultural attaches' office in 
Tokyo illustrates the price determination method for U.S. beef in the Japanese 

'market (data in dollars per pound): 

A. USDA Choice striploin, C&F price ••••••••••••••• $3.25 
B. Standard import expenses (10% of A) •••••••••••• 0.325 
C. Import duty. (25% of A) •••••• ~.· •••••••••••.••••• 0.8 · 

· D. LIPC surcharges (about 50% of A) ~ • • • • • • • • • • • • • • 1. 6 
E. Retait margin (30% of A through D) ••••••••••••• 1.7925 
F. Primal to retail trinuning loss (20% of A 

through D) ....... . · ............................ · 1.1950 
G. Interest on loaned payments •••••••••••••••••••• 0.0375 
H. Theoretical price to consumer •••••• ·• • • • • • • • • • • • 9. 0000 
J. Actual price to consumer ••••••••••••••••••••••• 10.8000 
K. "Rumored" quota premium (J minus H, equal to 

55% of A) •••••••••••••• ~ •••••••• ~.~ ••••••••• 1.8000 

These data indicate that there is· a sizeable premium extracted by Japanese 
'marketers, probably the combined result of import restraints and-'the perceived 
high quality of U.S. beef compared with beef from other sources. 

. The tarifficatiori of Japanese beef imports appears to have had its 
ex.pected effects, including an increase in·imports (described earlier), a 

, slow-down in domestic production, and a reduction in prices. According to the 
USDA, Japane·se beef and veal production increased by only 2 percent during 
1986-88, from 1.23 billion pounds in 1986 to 1.25 billion pounds in 1988. 

About two-thirds of Japanese beef production is derived from culled 
dairy cattle, steers that are raised for beef, and bulls no longer suitable 
for breeding purposes. Almost all ·of the· remainder of production is derived 
from Wagyu cattle, a beef breed derived froni draft animals.. During 1986-88, 
Japanese beef production was reportedly restrained by low slaughter rates as 

· cattlemen retained dairy cows and heifers for milk production in response to 
favorable milk prices and Wagyu cattle were retained for breeding purposes in 
response to favorable calf prices. 

Data on the wholesale price in Tokyo of middle grade carcasses from 
domestically fed Wagyu steers (described by the U.S. Department of Agriculture 
as an indicative market) from- January 1987 through April 1989 are shown in the 
following tabulation: 
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Month . .l2.8l liaa lili 
\\ 

--(in yen per kilogram)-- · 

January ••••••••••• 1.888 1,911 1,652 
February •••••••••• 1,849 1.930 1.738 
March • •••••••••••• 1.833 1.889 1,677 
April •..••...•••.• 1,911 1,770 1.150 
May •• ••••••••••••• 1,852 1,656 1 

June •• •••••••••••• 1.836 1.628 1 

. ,. July . . ~ ............. 1.847 l.704 1 

August ..•. · .. ·.· .• ... 1,856 1.724 1 

September. • •••••• ~- 1.883 1.120 .1 

! .. :. October· ... .. ~ ...... 1.878 1,711 1 

; ·~ November ..•..••••• 1,937. 1,671 1 

... ; ·' . December ...•..•.•. · 1.966 l, 717 1 
·.~... .· 

·' 1Not available. 

The general decline in price since early 1988 may reflect. in part. increased 
imports, inasmuch as production increased only slightly. Additional USDA data 
on the relative prices of U.-S., Aus.tralian. and Japanese beef .in. the Japanese 
market during July 1988-July 1989 are shown in the following tabulation: 

St1:iRlgin Cbil~k 
.:' ~ :. Austral- Japa- . Austral- Japa-

lg A[ md mnth ll1 s I ian nese U.S. ian n111 
-..,.---------------(Yen per kilogram)-.:.---------------

1988: 
July . .......... 2.550 2.800 3.444 820 900 1.552 
August ...•.•.•• . . 2.340 ' 2.515 3,507 825 850 1,544 
September •••••• 2.100 2,000 3,571. 965 945 1,607 
October •••••••• 2.000 1.100 3,502 1,340 1,010 1,762 
November ••••••• 1~910 1.375 3,495 1,160 890 1,814 
December ••• · •••• 1.935 l.450 3.564 l,'150 900 1.756 

1989:· 
January •••••••• 1.965 1,825 .3 .519 1.100 . 1.150 1,637. 
February ••••••• 1.940 l.635 3,440 880 980 1,646 
March .......... 1.945 1.650 3.461 870 1.080 1,651 
April .....•.••• 1.910 1,840 3.652 . 945 1,160 1,680 

'. May •• •••••••• · •• 1.890 1,800 3.619 930 1,065 1,657 
.. .. June • •••••••••• 1.875 . 1.650 1 935 790 1 

July . .......... 1.900 1.650 1 935 780 1 

1Not available. 

The -Australian beef was derived from grass fed animals, the U.S. beef 
was frozen USDA Choice grades. and the Japanese beef was derived from grain-
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fed Holstein steers; . consequently, . the U.S. : and Japanese beef would be 
expected to be highei priced. The g~~at. bulk of U.S. exports of beef to Japan 
consists of grain-fed beef while the bulk of Australian exports consists of 
grass-fed beef. 

KOREA 

From May 1985 to Aµgust l988, Korea .banned all 'import1 of beef. Since 
then, Korea has partially opened,its market, allowing 14,500 tons in the 
remainder of 1988, and 39,000 tons in 1989 (boneless.~~ight basis). The 1989 
quota was increased to 50,000 toris in the face of insufficient domestic beef 
supplies. Subsequent to~ GA1T.finding and U.S.-Korean negotiations, Korea 
agreed to expand its global import quota tor beef from 50,000 tons iri 1989 to 
58,000 tons in 1990, 62,0QO toris in 1991, and 68,000 tons in 1992. The 
principal suppliers to the Korean market are Australia, the:United States, 
Canada, and New Zealand. The United States and Canada supply primarily grain
fed boxed boneless beef while Australia and New Zealand supply primarily 
~ra~;s~f.ed carca~s bee~:~ . 

. -·. . • ' . ... . •. . . ! ·,. . . . . . :. 
· · During ·1986~88, the c;qnsumption. of live c_attle. (primarily· domestic 

~·connnercia1 slaughter> . .declined steadily from 1,087 ,000 anima.ls to 852,00, 
animals', ·or by 22 ·p:e·r~ent. 'The folfoWi.ng ·tabulation shows 4pparent 
consumption of beef, pork, and poultry in Korea during 1986~88: 22 

·~,_-~· 

. ,• ... ~ ·.~,;. ~.-· 

· 'Totai consWJJPtiori ,. 
.12.82 12.aI .12.8.a 
( 1~ 000 metric toris) 

Beef.· •••••••• · '140 ·· 152 142 

... 
. · .. 

.·. 

Pork . ... _. .... 
Poultry.": •••• 

Total. ••• 
j 1.._ 

. . 

320 373 425 
.ill ill, lli 
597 666 716 

,) 

. Per-per.son comrumption 
~- illI. ~ 

(kilograms) 
3.6 3.6 3.4 

.:7.7 8.9 10.1 
--3.....l -3.....l ..l.a.2 
14.4 1~.8 17.0 

Per capita beef .. ~ohsumption in Korea decreased by 6 p~rcent during 
1986-88, reflecting tlie.decline.in the beef cattle inventory (and, therefore, 

·a decline in the numb~r of cattle.- available .fer sl4µghter) and rising prices, 
ascdescribed.l?elow. C6~swners ~hifted to pork, consumption of which grew by 
31' _percent d~ring the _period, and _poultry, ·UP by 13 percent.-. 

; . 
•• • •• 7 •• 

·The foll~wing tab~lation shows the average retail Jffonthly prices for 
beef and vea~ in· Korea (Prices in'Won per pound, for a representative market): 

22 
. Compiled from un~fficial. da~.a USQA, FAS, GEpES Report, Annual Livestock 

Report, Re~~rt No. KS90~1 ... ~e~~call )~Jl!bassy, SeC?ul, Aug •. 1, 1989. · 
.. ~ ·. --



Month ~ ill1 12.8..a ~ 

January ........... 2,817 2,767 2,976 4,445 
February •.•••••••• 2,961 2,733 3,084 4,445 
March • .•..••...••• 3,001 2,631 3,323 4,594 
April . ............ 2,963 2,799 3,583 4,581 
May • •••••••••••••• 2,960 3,019 3,583 4,688 
Jun.e • ...••.••••.•• 2,960 3,084 3,640 4,581 
July . ..... -........ 2,949 3,023 3,720 4,581 
August •••••..••••• 2,949 2,993 3,789 1 

September •••••••• ~ 2,939 2,993 3,901 1 

October ••••••••••• 2,839 2,993 3,958 1 

November ........•. 2,767 2,921 4,173 1 

December •....••••. 2,767 2,903 4,345 1 

1Not available. 

The increase in Korean retail beef prices during 1986-88 was attributable to a 
strong demand for beef and a decline in cattle inventory. Relative beef 
prices for Australian, United States, and Korean beef in the Korean market 
show that retail prices for domestic beef remain quite high due to continuing 
tight supplies and consumer preferences for local beef. For example, in July 
1988, the retail price for domestic beef averaged 10,100 Won per kilogram, 

·while prices for imported high qUa.lity beef from the United States, Australia, 
and Canada averaged 6,600 won per kilogram, and prices for imported carcasses 
from Australia averaged 5,900 wort per kilogram. 

As stated earlier, Korea banned beef imports during 1986, 1987, and most 
of 1988. To counter the continuing rise in beef prices, the Korean government 
in August 1988 partially opened its market to beef imports. (Imports of live 
cattle are still prohibited.) After opening the import market, the Korean 
government announced a minimum slaughter price guarantee of 1. 15 million Won 
per head, below which all offerings would be purchased by the government. 
Actual market prices are above the minimum price level. The minimum slaughter 
price has been readjusted to about 1.5 million Won. 

The 1988 beef import quota was 14,500 metric tons, boneless basis, 
although actual imports of beef reached 17,000 metric tons (product weight 
basis), at a value of $59 mil11on. Exports from the United States accounted 
for 42 percent of the total, with 7,109 tons of high quality box beef: 
Australia accounted for 9;535 tons of carcass beef, or 56 percent of total 
imports: and Canada accounted for the remainder with 320 tons of high quality 
box beef. 

During January-July 1989, Korea imported 57,030 tons of beef, (product 
weight basis). Australia dominated the market during this period, supplying 
72 percent of the total quantity with 41,180 tons (mainly carcass beef), while 
U;S. exports to Korea fell to 9,983 tons· of box beef, or 18 percent of Korea's 
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total imports during this period. Shipments from Canada and New Zealand 
totalled 3,655 tons an_d 2,212 tons, respectively. 

The main substitutes for beef in the Korean diet are pork and chicken. 
Data presented earlier suggest that tight supplies of beef and higher prices 
during 1987-88 led to a greater consumption of pork and, to a lesser extent, a 
greater consumption of poultry. The following tabulation shows the retail 
price relation between Korean beef and pork on a semiannual basis for 1986-
1988 and the first half of 1989, (data in Won per kilogram): 

~ ill1 li8B .12§2. 
Prodµct l ll l ll I ll l 

Beef ...•... 6,492 6,258 6,150 6,551 7,300 . 8, 776 10,100 
Pork ....... 3,745 4,022 3,490 2,812 2,814 2,979 3,200 
Ratio of beef 

to pork •• 1. 7: 1 1.6: 1 1. 7: 1 2.3:1 2.6:1 3.0:1 3.2:1 

In August 1988, Korea established the Livestock Products Marketing 
Organization (LPMO) to import all beef (gene~al consumi)tion and ho.tel use). 
Korea Cold Storage Co (KCS) and the National Livestock Cooperative Federation 
(NLCF), both quasi-governmental organizations, are responsible for 
distributing imported beef into the domestic market. Initially, buyers 
rejected imported beef as too fatty or bought imported beef at a low price and 
resold it as domestic beef at a considerable profit. Now, Australian 
carcasses are' deboned at KCS facilities and marketed at "import only" stores. 
High quality beef carcasses are also deboned and cut at KCS facilities and 
sold.through KCS or NLCF stores. Imported high quality box beef is 
distributed through the Korea Tourist Hotel Supply Center auctions to 
middlemen, distributors, or directly to private retailers. Local governments 
continue to set a basic retail price for dom~stic beef. 23 

Factors Affecting Competition in U.S. and Foreign Markets 

In the United States, labor typically accounts for about 5 percent of 
costs of goods sold for beef pa~kers, second only to the raw material cost of 
slaughtered cattle. Comparisons of wage rates for.packing house workers in 
the United States, Australia, and New Zealand are difficult because of lack of 
uniformity in base and premium wage r~tes, among various companies. Also, 
practices associated with fringe benefits in the United States appear to 
differ significantly from such practices in Australia and New Zealand. In the 
United States, for example, many contracts provide for company payment of 
health insurance; in New Zealand, much of medical care is provided by the 

23 USDA FAS Report, Annual Livestock Report, American Embassy, Seoul, Aug. 1, 
1989-. 
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Federal Goverrunent. _Information supplied to the CoJIDDission by the New Zealand. 
Meat Industry Association suggests that the base rate for packinghouse workers 
in New Zealand as of mid-1989 was closely comparable to the base rate of such 
worke'rs in the United Stat'es. New Zealand interests suggest that while New 
Zealand packinghouse workers benefit from Goverrunent provided benefits, the 
workers face higher Fed.er al Goverrunent taxes, in part because of the heal th 
program. Labor costs and fringe benefit practices similar to those in New 
Zeaiand are thought to prevail in Australia. Also, nominal labor cost may not 
reflec1; real labo.r costs because worker productivity reportedly varies 
considerably from plant to plant in all three countries owing either to 
efficiency of plant and equipment or.to the skill of the work force. 

· Land costs and feed costs are the major expenses in cattle raising in 
the United States, Australia, and New Zealand and thus, indirectly, a major 
cost in the production of beef. Because of widely differing productivity, 
nominal prices for agricultural land vary significantly in the United States, 
Australia, and New Zealand; however, in general, real land costs appear to be 
somewhat lower in Australia and New Zealand than in the United States. This 
is particularly true in New Zealand because of its climate and soils, nearly 
year-round pasture is available, and minimal shelter requirements contribute 
to lower cos.ts of production. 

Feed, often corn, is usually the largest cost associated with growing 
-·feeder cattle to slaughter weights and· is-therefore another indirect cost in 

beef production for grain-fed of beef. In general, grain prices are lower in 
the United States; the price of grain in the United States often sets the 
worlcfprice~ New Zealand is not a major grain producer and grain feeding of 
cattle there is negligible or nil. Although there is a history of grain 
feeding of animals in Australia, such feeding is still small compared with 
that in the United States. In recent years there has been considerable 
publicity concerning Japanese investment in cattle feeding and beef processing 
in the United States and Australia. Some U.S. interests have expressed 
conce~n that Australian beef benefiting from Japanese investment will possibly 
receive preferential treatment in Japan. 

- To the extent that Australia and New Zealand are closer to the Japanese 
and Korean market than the United States they may have a transportation cost 
advantage; however, detailed data are not available concerning the magnitude 
of any such advantage. Data supplied to the CoJIDDission by Australian and New 
Zealand interests report published maritime freight rates but those data are 
footnoted to indicate that such rates reflect maximum rates. Actual costs 
experienced are thought to typically be less than published maximum rates. 
For competitive reasons export and shipping interests are reluctant to release 
information about actual shipping rates. 

The United.States, Australia, and New Zealand all have large areas where 
the only suitable agricultural use of land is the production of forages, and 
the only practical use for the forages is as a feed for ruminant animals, such 
as cattle. All three countries currently, and in recent years, appear to have 
had excess packing house capacity. 
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The cattle raising and beef packing industries in the United States, 
Australia, and New Zealand are structurally similar. In each of the three 
countries cattle are, for the most part, grown on individually owned family 
farms and ranches and the share of each country's total production accounted 
for by even the largest producers is relatively small. Growers' production . 
decisions are for the most part individual decisions. Marketing decisions in 
the United States are almost all individual, hut to some exte.nt in Australia, 
and New Zealand, marketing decisions reflect the decisions of producer 
marketing boards. In each of the three countries most beef .packing is done by 
publicly owned (those whose stock trades on exchanges) or private companies. 
Grower cooperatives are more involved in meat packing in New Zealand and to 
some extent in Australia than in the United States. The beef packing industry 
is relatively concentrated in each of the three countries and there are 
relatively few packers in r~lation to the number of growers. In the three 
countries most packing house workers are members of trade unions. 

·At least one major U.K.-based multinational company is vertically 
integrated, owning large cattle raising operations in Australia, packer
processor plants there and in New Zealand, and meat importipg and distributing 
operations in many countries of the world, including the United States. 
Indeed, this firm's importing and distribution subsidiary in the United States 
is believed to account for a large share of U.S. imports of beef and veal from 
Australia. Many of the other U.S. importing companies are independent U.S. 
businesses. 

The United States ·tends to be .much more cost competitive in the produc
tion of grain-fed cattle than Australia and New Zealand. Indeed, as noted 
earlier, grain production is limited in New Zealand and grain feeding of 
cattle there is negligible or nil. Australia and New Zealand appear to be 
competitive in the production of grass-fed beef apparently reflecting in large 
measure their large or highly productive forage producing ·areas. 

Only limited data are available concerning factors affecting competition 
in the Japanese market. The packinghouse workers are generally thought to be 
not especially highly paid. · Japan lacks vast areas of inexpensive land where 
ruminant animals can be grazed efficiently, and in part because of Japanese 
Government policies concerning grain prices, animal feeders there face 
somewhat higher grain prices. As described earlier, Japanese Government 
policies influence beef prices in Japan; 

Detailed data concerning factors affecting competition in the Korean 
beef market are limited. The average farm size in Korea is· about one hectare, 
and consist mainly of small-scale family operations. Many of the beef cattle 
in Korea are fed on local supplies of roughage. Larger operations and 
feedlots, however, rely heavily on imported coarse grains; their.feed cost 
presumably would be higher than that of the United States. As the value of 
feed grain imports to Korea increased during 1986-88, the Kor.ean government 
lowered tariffs on feed grains from 5 percent to 3 percent ef:fective July 1, 
1988. The cost of labor, although less than in the United States, Australia, 
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ancf New Zealand, rose in Korea--a reflection of the competition·for labor 
caused by growing industrial sectors. 

Tbe Effect of the Foreign Export Restraint on the Ability of the 
Ind.ustry to Compete in Pomestic and Foreign Markets 

As described earlier in this chapter, U.S. imports of certain meats, 
mainly fresh, chilled, or frozen beef, are subject to quantitative 
restriction~ under the Meat Import Act of 1979, and to VRAs negotiated under 
the authority of the Agricultural Act of 1956. As part of the Meat Import Act 
of 1979, the U.S. Secretary of Agriculture is required each quarter to 
estimate annual imports of quota-type meats that would enter the United States 
in the absence of quantitative limitations. The tabulation on the following 
page shows U.S. imports of quota-type meats, the Secretary of Agriculture's 
annual fourth-quarter estimate of U.S. imports in the absence of limitations, 
and the difference between the two. 

There were no quantitative restraints in effect on U.S. imports of quota
type meats during 1986. During 1987 and 1988, the United States signed VRAs 
with Australia and New Zealand to limit their shipments of the subject meats 
to the United States. The data in the followirig tabulation suggest that 
imports in 1987 were actually ~ than they would have been in the absence of 
limitations and in 1988 only slightly less than they would have been in the 
absence of limitations. During 1986-88, the difference between actual imports 

1986 •••• 
1987 •••• 
1988 •••• 

USDA estimate of 
U.S. imports of imports in the Difference between 
quota-type meats absence of limitations imports and estimate 
----------~-------(Million pounds)-------------- -(Percent)-

1,339.3 
1,459.7 
1,521.2 

1,395 
1,439 
1,525.4 

-55.7 
20.7 
-4.2 

-4.2 
1.4 

-0.3 

and the Secretary's estimate (at most 55.7 million pounds, or 4 percent in 
1986) perhaps reflects the difficulty associated with projections of business 
activity. The apparent difference between recorded imports and projected 
imports that would have entered in the absence of limitations is much less 
than 1 percent of U.S. production, which averaged 24.3 billion pounds annually 
during 1986-88. 

If the difference between the levels of actual imports and of imports in 
the absence of limitations is really as small as the Agriculture Secretary's 
estimate suggests, it appears that the limitations have not had any 
significant effects either on prices or on other factors affecting the ability 
of the U.S. beef sector to compete in the domestic or foreign markets. 
Indeed, it is possible that Australia and New Zealand may ship more meat to 
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the United States than they otherwise would in order to protect their market 
shares in anticipation of U.S. quotas (which under GATl' rules are to be 
distributed on the basis of market shares held during a representative 
period). To the extent that the Meat Import Act provides for publically 
reported estimates of U.S. imports of quota-type meats, such estimates may 
help suppliers plan production and marketings and make the sector more stable 
than it otherwise would be. The bulk of U.S. imports of fresh, chilled, or 
frozen beef and veal consists of lean beef that is comparable to that derived 
from cull cattle and certain lean cuts and trimmings from grain-fed cattle. 
Much imported lean beef is reportedly mixed with domestic beef fat to produce 
meat products with a preferred lean-to-fat ratio. 

The effect of the VRAs on the competitiveness of the U.S. beef industry 
depends on a number of factors. The estimated tariff equivalents suggest that 
the beef price increases caus~d by the VRAs were quite small; therefore, their 
removal·would cause only small effects on the domestic beef industry. The 
VRAs probably had little effect on the ability of U.S. producers to compete in 
world markets, because the United States is a large net importer of beef; U.S. 
beef exports are mainly high quality steak cuts that differ substantially from 
the beef imported from Australia and New Zealand. . 

It also seems doubtful that quota-type meats are, to any significant 
extent, diverted from the U.S. market and compete with U.S. exports in third
country markets. As noted earlier, Japan is by far the largest U.S. export 
market for ·fresh, chilled, or frozen beef and veal, and the great bulk of 
such exports consist of grain-fed beef whereas most of the rest of Japan's 
imports consist of grass-fed beef from Australia and New Zealand~ 

Estimated Tariff Eguiyalents of the Voluntary Restraint 
Agreements on Meat Imported ~ro~ Australia ·and New Zealand 

The VRAs affecting various categories of meat exports from both 
Australia and New Zealand to the United States in 1987 and 1988 cover 22 
categories in the Harmonized Tariff Schedule (HTS), including beef and veal, 
mutton, goatmeat, and selected high quality beef cuts. Since the United 
States imports no sheep carcasses from Australia or New Zealand, and only a 
small amount of selected cuts of sheepmeat and goatmeat, these categories are 
not included in the calculation of the tariff equivalents. Therefore, this 
report considers only u.s·. imports of manufacturing beef. Imports of 
manufacturing beef account for more than 90 percent of the total amount of 
meat imports from Australia and New Zealand subject to restrictions under the 
Meat Import Act of 1979. 

The process of calculating a tariff equivalent for the VRAs on beef is 
complicated by_a number of problems. The method used is the price gap method; 
however, tp calculate the price gap, the U.S. price of the imported product 
must be compared to the "world" price of the product plus transport costs to 
the U.S. port. It is virtually impossible to find a "world" price of beef 
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that reflects transactions in· a free market. Also, it is important to note 
that, in theory at least, average unit values reported in U.S. import 
statistics already reflect the price effect of the VRA, because the foreign 
exporter captures the quota rent. 

A second problem which complicates the calculation of a tariff 
equivalent is the difficulty in obtaining prices on comparable types of meat 
products. Exports of meat from Australia and New Zealand contain many 
different "cuts" of meat; to correctly measure any price differentials, one 
mus't compare cuts of similar quality. Otherwise. the price differential might 
confuse the effect of the trade barrier with differences in product quality. 
The argument is heard from some, such as U.S. meat industry interests, that 
manufacturing.beef from Australia, which makes up the bulk of Australian 
exports to the United States, is a substitute for U.S. domestic beef, while 
others, such as some foreign industry interests, argue that Australian beef 
and U.S beef are actually complements. Those who assert that the two are 
complements point out that Australian beef is mixed with U.S. beef to produce 
a.desired fat to lean ratio, so when exports from Australia are restricted, 
demand for U.S. beef might actually fall instead of rise. 

Given all of these potential difficulties, the task of computing a 
tariff equivalent is formidable. Data were obtained on New Ze.aland export 
prices to Canada and to the United States for similar types and qualities of 
meat cuts. 24 (No similar data for Australia are currently available.) Tables 
3-1 and 3-2 report the f .o.b. New Zealand prices, expressed in U.S. dollars 
per kilogram, during the last four years. The f .o.b. New Zealand export unit 
value is used to approximate the world price because exports from New Zealand 
to Canada were formally unrestricted. 25

• Table 3-1 presents price comparisons 
.for boneless cow beef and table 3-2 presents the relevant price comparisons 
for bull beef. 

As shown in the tables, the average price of beef exported to the United 
States exceeded the average price of similar beef exported to Canada by a 
small margin (in most cases less than 3 percent). Price gaps are also 

24 Canada did not have import restrictions in place in 1987 and 1988, 
according to John Cheh, economist with the Import Controls Division 2, 
Department of External Affairs and International Trade, Government of Canada. 
Canada has a meat import act similar to the U.S. act, however, the Canadian 
act does not publish a "trigger" level for meat imports above which quotas 
will be imposed. Canadian authority to invoke import quotas is employed 
solely at the discretion of the Federal government. 
25It is sometimes pointed out that an effect of a VRA against one country is 
to divert exports from the restricted market to an unrestricted market, and 
therefore affect the price to the unrestricted market. According to the New 
Zealand Meat Producers Board, there is no evidence that any significant 
diversion took place in 1987 and 1988. In any event, such diversion would not 
change the tariff equivalent of the VRA, since the tariff equivalent would 
cause the same diversion. 
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reported for 1986 and 1989, years in which VRAs were not in effect. The fact 
that price gaps existed in 1989 as well as in 1987 and 1988, suggests that the 
gaps in these latter years may not necessarily have resulted from the VRAs. 

Along with the price data reported above, the following should also be 
considered. According to individuals at the USDA involved in monitoring the 
meat import quota program, the VRAs negotiated by the United States with New 
Zealand and Australia during 1987 and 1988 were not very restrictive. Two 
events support this conclusion. First, in 1987, letters negotiating the VRAs 
were not exchanged with New Zealand and Australia until October; as it turned 
out, the actual amount of meat imported into the United States in 1987 
exceeded the trigger level set by the Meat Import Act. This occurred because 
of reporting errors by customs officials and a late surge in shipments from 
Australia in September. Secondly, in 1988, VJU.s were not negotiated until 
September, so meat trade for the prior nine months was formaliy unrestricted. 
These events suggest that the VRAs in 1987 and 1988 were not very restrictive. 
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Table 3-1 
Tariff equivalents for Boneless Cow Beef, 1986-89~ 

Average Average · · 
Price to Price to Tariff equivalent 
Canadian U.S. Specific ., 

Year beyers2 3 byyers2 4 (Price gap) Ad valorem5 

----------cents per kilogram~---~----~ Percent 

1986 
1987 
1988 
1989 

179.5 
184.3 
199.7 
210.5 

178.1 
187.2 
211.9 
238.1 

-1.4 
2.9 

12.2 
27.6 

-0.8 
1.6 
6.1 

13.1 

1 These are comparable prices for boneless cow beef, 90% visual lean or 85% 
chemical lean. Prices reported·here are arithmetic averages over.the relevant 
period. Prices were quoted in New Zealand cents per kilogram and converted to 
U.S. dollars per pound using exchange rates published in International 
Financial Statistics, by the International Monetary Fund, May 1989. The New 
Zealand/U.S. exchange rate for 198.9 was obtained by taking the arithmetic 
average of monthly rates for the first.three quarters of 1989. This table 
compares f.o.b •. New Zealand prices rather than c.i.f. prices. Since 1987, 
transport costs from New·Zealand to the U.S. were identical to transport costs 
to Canada, either to the west coast or east coast; so they are irrelevant to 
the calculation. In 1986, transport costs differed by port of destination. 
2 F .o.b., New Zealand. 
3 The Canadian price for 1986. i~ an average of prices over five months; for 
1987, it is an average over 11 months; for 1988, it is an average over.·12 
months; and for 1989 it is an average over. the first··ll months of the year. 
Full 12-month data are not available for most.years because in many months 
there were too few transactions to establish representative prices. 
4 The U.S prices are averaged over the same time periods as the Canadian 
frices. 

As a percent of the average-price to Canadian buyers. 

Source: New Zealand Meat Producers Board. Specific and ad valorem tariff 
equivalents computed by the staff of the U.S. International Trade Commission. 
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Table 3-2 
Tariff equivalents for Bull Beef, i986-891 

Average Average 
Price to Price to Tariff equiyalent 
Canadian U.S. Specific 

Year byyers2 3 buyers2 4 (Price gap) · Ad yalorem5 

-----------cents per kilogram-~---~--- Percent 

1986 
1987 
1988 
1989 

186.3 
208.3 
222.7 
244.7 

186.5 
207.0 
227.1 
251.3 

0.2 
-1.3 
4.4 
6.6 

0.1 
-0.6 

2.0 
2. 7 

1 These are comparable prices for bull beef~ 90% visual lean or 90% chemical 
lean. ·Prices reported here are aritlunetic averages over the relevant period. 
Prices. were quoted in New Zealand cents per kilogram and converted to U.S. 
dollars per pound using exchange rates published in International Financial 
Statistics, by the International Monetary Fund, May 1989. The New Zealand/U.S. 
exchange rate for 1989 was obtained.by taking the aritlunetic ave~age of 
monthly rates· for the first three quarters of 1989. This table compares 
f.o.b. New Zealand prices rather than c.i1f. prices. ·Since 1987, transport 
costs from New Zealand to the U.S. were identical to transport costs to 
Canada, either to the west coast or east coast, so they are irrelevant to the 
calculation. In 1986, transport·costs differed by port of destination. 
2 F.o.b., New Zealand. 
3 The Canadian price fo.r, 1986 is an average of prices over five ~onths; for 
1987, it is an average over 11.months; for 1988, it is an average over 12 
months; and for 1989 it is an average over the first 11 months of the year. 
Full 12-month data are not available for moat years because in ~ny months 
there were too few transactions to establish representative prices. 
4 The u.s prices· are averaged over the same time periods as the ,Canadian 
prices. 
5 As a percent of the ~verage price to Canadian buyers. 

Source: New .Zealand Meat P·roducers Board, Specific and ad valorem tariff 
equivalents computed by the staff of the U.S. International Trade Connnission. 
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CHAPTER 4. PEANUTS 

Introduction 

GENERAL 

Peanuts are grown throughout the world,. with the greatest production in 
Asia and Africa. The products that enter international conunerce from these 
areas are mostly in the form of peanut oil and peanut meal. In the United 
States, about one-half of the peanut supply ·is used domestically for edible 
purposes. mostly for peanut butter, candy, salted shelled nuts, and nuts 
r()asted in the shell. The remainder are either crushed for oil and meal. 
exporterd. used for seed o~r feed, or dispos.ed of on the farm. 

U.S. farmers produce three principal types of peanuts--Runners (about 
two-thirds of U.S. production). Virginia (about one-quarter). and Spanish 

,(about one-tenth). Certain of these three types are preferred for particular 
uses because of·d±ffererices in flavor. oil content, size. and shape. but for 
many uses they are interchangeable. Practically all peanuts marketed in the 
shell are of the Virginia type, along with some Valencia (a minor variety. 
accounting for about 1 percent of total production) selected for large size 
and attractive appearance of the shell. But the bulk of the Virginia peanuts 
are shelled, with the larger nuts generally used for salting and the smaller 
nuts.generally used in making peanut butter or confectionery. Spanish peanuts 
are used mo~tly for peanut_ candy. salted nuts, arid peanut butter. Most 
Runners are used to make peanut butter. 

·In the United States. as elsewhere. low-grade or culler peanuts not 
suitable for the edible market are crushed for oil and meal. Most of the 
"surplus" edible-grade peanuts acquired by the Government under the peanut 
price-support program administered by the U.S. Department of Agriculture 
_(USDA) are diverted from the edible market· and also crushed for oil and meal. 
Peanut oil is used.almost exclusively as a cooking or salad oil. Peanut meal 
and. oil-cake, obtained as byproducts· from· crushing peanuts for oil, are used 
for feed for livestoc~. 

OVERVIEW.OE' U.S. AND FOREIGN INDUSTRIES 

Peanuts are one of the principal oilseeds in the world, ranking fourth 
behind. soybeans. cottonseed, and· rapeseed, with over 11 percent of the total 
production· of major oilseeds in 1986-88. Peanuts are an important source of 
edible oil for human conswnption, an important source of protein meal for 
animal feed, and an important food source for direct hwnan consumption. 
During 1986-88, 54 percent of the world's production of peanuts were crushed 
for oil. 
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The major world producers of peanuts are India, China, and the United 
States. Africa is also an important producing region. Most of the peanuts 
produced in India and Africa are crushed for oil and meal. In contrast, a 
large portion of the Chinese output is consumed as food. 

Only about 6 percent of the world's peanut production is traded 
internationally. China, the United States, and Argentina are the principal 
world exporters of peanuts, together accounting for 62 percent of world 
exports during 1986-88. 

U.S. produced peanuts are mainly used as edible nuts for food. Peanut 
butter accounts for nearly 9ne-quarter·of the·U.S. peanut psage. Other food 
uses (peanut butter sandw~~hes ·and candy) account for another one-quarter. 
Domestically produced peaquts that are not suitable ·for the edible market 
because of quality factors ·~re crushed. Peanuts of a particular variety that 
are in oversupply also may pe crushed. During 1986-88 1 neatly 17 percent of 
U.S.· output was crushed for oil and. meal. 

Competitive Conditions in the U.S. Industry and Market 

STRUCTURE OF THE FARMING SECTOR . 

About 19,000 farms, with over l.6 million harvested acres, produc.e about 
3.8 million metric tons of peanuts in the United States. Mo~t of these farms. 
accounting for two-thirds of total output, are found in the Southeast 
(Alabama, Florida, Georgia, Mississippi, and South Carolina). The remaining 
third of production takes place in Virginia, North Caronna·, and the Southwest 
(Texas, Oklahoma, and New Mexico). 

Once the economic· decision· is 'made to plant peanuts, the volume of 
peanut production·depends primarily on two variables, harvested acreage and 
yield per harvested acre. U.S. harvested acreage incr-eased by about 6 percent 
during crop years 1986-88:, ·to over 1.6 'million acres in- 1988 (table 4-1). 
Peanut production, however, varied during this period because of fluctuating 
yield per acre. As a result, U.S. peanut production declined from 3.7 billion 
pounds in 1986 to 3.6 billion pounds in 1987, then rose sharply in 1988 to 4.0 
billion pounds. The farm-level value of ··this production rose from $1. 07 
billion in 1986 to $1.24 billion in 1988, as average annual prices rose from 
29 to 31 cents per pound. 

The foll.owing figure· shows trends in yield-per--acre in selected regions 
as reporte.d by the USDA ·during crop years 1986-88 {!pounds .Peri acre). 
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Fig. 4-1. U.S. trends • yield-per-acre In 
aelectad rw;lona 

3.1 
;. 

3 

2.9 

2.B 

2.7 

;;- 2.6 
,, 
c 2.5 a • ~ 

2.4 0 

b 
2.3 

2.2 

2.1 

2 

1.9 

1.B 
1986 19117 1988 

a \AVNC + Southecull 0 South we& ~ CMlf'OQe 

The widest variation in yield occurred in the highest-yield States of 
Virginia and North Carolina. The lowest-yield region is the Southwest, which 
actually saw an improvement in yield in 1987, when other regions experienced a 
decline. Several factors affect yield, such as soil texture, cultural 
practices, peanut varieties, and climate (rainfall. temperature, and length of 
growing season). This last factor, climate, was principally responsible for 
the swings in yield (and, therefore, in production). experienced in the 
various peanut-growing regions. 

Significant changes in acreage depend on the level of the national 
poundage quota, price support levels, competition from other crops for the use 
of land and other resources, and the availability of land suitable for peanut 
production. The quota and price-support programs are described in greater 
detail later in this chapter. 

Many f~rms that grow peanuts specialize solely ~n that crop. About two
thirds of U.S. peanut output occurred on farms whose principal product was 
pe_anuts. 1 The remaining one-third was grown on farms whose primary product 

1 U.S. Bureau of the Census, 1987 Census of Agriculture, table 53~ 
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included livestock, poultry, cotton, tobacco, or diversified grains. (such as 
corn or soybeans). Peanuts can be produced in rotation with diversified 
grains. Agricultural production specialists generally reconunend a 3-year 
rotation for peanuts, which restricts production to 1 year out of 3 years on 
the same land. Such rotations improve control of diseases and nematodes as 
well as nutrient balances in the soil. 

STRUCTURE OF THE PROCESSING SECTOR 

. In 1988, 49 firms shelled peanuts in the major producing regions, down 
from Si firms in 1987, and down substantially from the 66. firms shelling 
peanuts in the early 1980's. Many of these firms·operate multiple shelling 
plants, most of which are located in the Southeast region. In addition to 
cleaning, sorting, packaging, and storing peanuts, shellers perform conunercial 
market and CCC functions by selling edible peanuts to processors and bidding 
on CCC loan peanuts for crushing and export. Most sales between shellers and 
processors are arranged by brokers although some sales are direct. 

In 1988, there wer~ approximately 100 firms manufacturing peanut
containing products: many of these firms produce more than. one . p_eanut
containing product. About one-quarter_ of thes~ firms manufacture candies, in 
which the principal nut used is pea~uts, followed by almonds. Peanut butter 
takes up much of the remaining supply of peanuts for manufacturing. The 
number o~ peanut butter processors has remained stable in recent years at 
about 40 firms: this is a highly concentrated industry, however, dominated by 
a few firms (the manufacturers of such well-known brand names as Skippy, Jif, 
and Peter Pan). In addition, some 6 to 8 firms used peanuts in bakery 
products, and about · 60 firm~ produced roasted, :sa·i"ted, or unsalted peanuts. 

Peanut manufacturing firms range in size from-small family-owned 
companies to large multinational food processing'.companies. Some of these 
firms are arilong the world's largest multinationals and, therefore, widely 
diversified. Firms that pro·cess peanut products are typically not involved 
with the 'production ·of peanuts, using brokers to supply their raw material 
needs. 

INDUSTRY PERFORMANCE 

Trends In production 

U.S. production of peanuts and peanut-containing products has increased 
steadily since the early 1980's. Peanut production for food uses increased by 
10 percent between the· marketing years 1986/87 •and 1988/89. This increase was 
entirely attributable to increased peanut butter production, which grew by 22 
percent during the three-year period. This growth in peanut butter output is 
tied with incre·ased Government purchases of peanut butter under the -Temporary 
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·Emergency Food Assistance Program. 2 Consumption of salted peanuts and peanut 
candy remained relatively stable during the period, while consumption of 
peanut butter sandwiches and other products declined. 

. . . 

Domestic production of peanuts for food uses will most likely increase 
in line .w~t.h population growth anc;l increases in .consumer income. Other 
factors affecting the use of peanuts are the price and availability of other 
nuts.· However, most proc-essors are' reluctant to change produc·t mixes in 
response to short-term price movements for fear of alienating consumers, so a 
processor would only reformulate if the· cost relationship between peanuts and 
other'edible nuts was foreseen as a long-term change. · 

Financial performance of growers 

In the absence of precise data on peanut growers' profitability, cash 
receipts and expenses may be substituted as art indicator of peanut growers' 
financial performance. Despite wide variability in both cash receipts and 
cash expenses, receipts have exceeded expenses throughout the 1980s. Table 
4-3 presents these data for the three most recent years available (1985-87). 
During this period, net receipts to U.S. peanut farmers fluctuated between a 
high of $261 per acre (39 percent of gross receipts) in 1986 and. a low of $229 
per acre (36 percent of gross receipts) in 1987. Both gross cash receipts and 
cash expenses followed the same trend during-~985-87, a result largely of the 
yield variability discussed earlier. 

2 The Temporary Emergency Food Assistance Program was established in 1983 to 
allow·donations of commodities owned by the Commodity Credit Corporation to 
States in amounts relative to their numbers of unemployed and needy persons. 
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Prices 

The prices and averafe unit value received by farmers for peanuts 
(farmers' stock· equ;ivalent ) is shown in the following figure from USDA data. 

Fig. 4-2. U.S. farm. peanut prices 
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The decline in the average unit .value of peanuts received by farmers 
r~f lects the changes in the end use of peanuts over the period rather than any 
real decline in one or the other series of prices for quotas or additional 
peanuts. Although the total use of peanuts increased, the highest value use 
(the domestic edible market) increased by only 8 percent whiie other lower 
valued uses (seed, crush, and export) increased by 18 percent. 

3 Farmers' stock refers to peanuts that have not ·been shelled, cle.aned. or 
crushed. 

4-6 



The average price-received by farmers for in-shell peanuts can also vary 
significantly over the season,·as shown in the following tabulation of USDA 
monthly price data (in-shell basis) for 1986-88: 

l1Qnth 1986 1987 1988 
-----dollars per ton----

January •.••.•• 437 390 505 
February •••.•• (1) (1) (1) 
March . ..•..... (1) (1) ( 1) 
April . ........ (1) (1) (1) 
May • •••.•••.••. (1) (1) (1) 
June • •••••••.• (1) (1) (1) 
July ... ........ (1) (1) (1) 
August .••••••• 652 655 441 
September ••••• 575 613 639 
October .•• .- ••• 611 591 593 

_. November •• -•••• 675 589 564 
December •••• •. 639 575 542 

1Too few transactions to establish a price. 

The largest month-to-month change occurred during August~September 1988, 
when the price rose by almost $200, .or by 45 percent, to $639 per ton. 4 

Monthly fluctuations on such a scale are rare, of course--it is more conunon to 
find changes in the $20-$40 range, or .from 3 to 7 percent around the long-run 
trend in average price. 

Exports 

U.S. exports of peanuts reached. a recent peak of about 260,000 tons, 
valued at $186 million, in the 1988/89 marketing year (table 4-4). The 
European Conununity (EC) has been the principal destination for U.S. exports in 
recent years, accounting for two-thirds of all U.S. exports in terms of volume 
during 1986-88 (table 4-5). Shipments to Canada, the next largest market for 

·U.S. peanut exports, averaged 16 percent of all U.S. exports during 1986-88. 

Exports of shelled edible peanuts, neither blanched nor otherwise 
prepar·ed or preserved, accounted for the majority of U.S. exports during 
1986/87-1988/89 (table 4-4). Such exports totalled 188,637 tons in 1988/89, 
up by more than 10 percent from the 168;838 tons shipped in 1987/88. The EC 
was the destination for the majority of the shipments, followed by Canada and 
Japan. Exports in most other major product categories also increased over the 

4 This sharp price increase followed USDA's first estimate of the U.S. peanut 
crop for the 1988/89 crop year, which was substantially lower than what the 
industry and market had anticipated. 
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peri9d. The improvement i~ exports in 1988/89 ·reflects the rebound in U.S. 
production following the drought-reduced 1987/88 crop, and a decline in the 
foreign prices of U.S. peanuts relative to Argentine and Chinese peanuts. 

GOVERNMENT PROGRAMS AND POLICIES 

Tbe U.S. guota on domestic production 

The production of peanuts in the United States is regulated through a 
maximum national poundage quota, and the price of peanuts is maintained 
through a two-tier price system. The programs for crop years 1986-88 are 
based on the Food Security Act of 1985, which continued the two-tier price 
program established by the previous farm bill. Quota support prices are 
limited to quota holder.s and apply to peanuts produced within the national 
poundage quota, but since acreage constraints were removed by the 1985 
legislation, anyone i~ allowed to produce peanuts. Peanuts produced in excess 
of the poundage quota are eligible for the lower of the two price support 
levels. Such over-quota peanuts are referred to as "additional peanuts" or 
simply "additionals." 

Even though quota and additional peanuts are often grown in the same 
field, there is a· significant difference'in.the application of the program. 
Peanuts grown.within a farm's ·quota are mainly used in the domestic edible 
market and for seed for the next year's crop. Quota peanuts may be contracted 
for any time pri'or to harvest or may be plac-ed under quota loan at harvest. 

Additional peanuts may be marketed in two ways by growers. Growers may 
contract for sale with a handler; the contract must be signed prior to August 
1 and the peanuts may be used only for export or for domestic crushing to 
obtain peanut oil; they may not be used for domestic food or seed uses. 
Additionals may also be delivered to buying poirits at harvest and placed under 
loan, with the growers receiving the lower-tier price support. Additionals 
received for loan may be· sold for' crushing, export, or the domestic edible 
market.· Buyers of such peanuts 'sold for use in the domestic edible market 
must pay no less than the higher-t~er quota support p~ice. 

Acreage allotment and national poundage guota 

The original price support i~gislation requires the Secretary of 
Agriculture to establish annually a.national acreage allotment '(however, the 

. Food Security Act of 1985 suspended peanut acreage all.otments for crop years 
1986 through 1990) and a national poundage quota. The national poundage quota 
was 1,355,500 tons in both 1986 and 1987, and 1,402,200 tons in 1988. Those 
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quantities equalled the estimated domestic edible, seed, and related uses for . 
each of the years indicated. 5 

Support· levels and loans 

The national average support price for within-quota peanuts for the 
current crop year equals the previous year's support price, adjusted for 
increases (not to exceed 6 percent per year) in the national average cost of 
production. The additional support price is set by the Secretary of 
Agriculture after consideration of the demand for peanut meal and peanut oil, 
expected prices of other vegetable oils and protein meals, and the demand for 
peanuts ,in foreign markets. 

The national average price support levels for the 1988 crop were $615.27 
per short ton for quota peanuts and $149.75 per short ton for nonquota 
additional peanuts. In both 1986 and 1987, quota and additional peanuts were 
supported at the national average price support levels of $607.47 and $149.75 
per short ton, respectively. 

Support at the quota price support level is available during the harvest 
season only on Segregation 1 peanuts grown within the farm poundage quota. 6 

Support at the additional price support level is available on additional 
peanuts grown on farms with a poundage quota or on farms without a poundage 
quota. 

Federal peanut marketing agreements 

The Federal peanut marketing agreement program has been in effect since 
1965 to control the quality of domestically produced peanuts. It was 
initiated at the request· of the industry to prevent peanuts with aspergillus 
flavus mold from being used in edible products~ 7 

5 Such estimates have been required of the Secretary of Agriculture since the 
1985 Act. 
6The peanut price support program and the peanut marketing agreement program 
require the separation of peanuts into three classes: Segregation 1, 
Segregation 2, and Segregation 3. These classifications are mainly concerned 
with the amount and type of damage in each lot of peanuts, with Segregation 1 
being the highest quality. 
7Some strains of aspergillus flavus mold produce toxic metabolites that are 
referred to as "aflatoxin." Aflatoxin are highly toxic and carcinogenic, and 
so there are strict limits on the amount of aflatoxin that may be present in 
peanuts if they are to be classified as edible peanuts. Although peanuts 
afflicted with aflatoxin are unusable as edible nuts, they may be used for 
seed or crushed into oil. 
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Practically all U. s·. peanut handlers (shellers) have signed a marketing 
agreement contract with the Secretary of Agriculture. The program provides 
incoming and outgoing quality regulations on all peanuts that handlers 
purchase for conunercial uses. Incoming regulations allow the handlers to 
acquire only Segregation 1 peanuts for milling and ultimate use in edible 
outlets. The outgoing regulations, applied after peanuts are milled, require 
all milled·peanuts to meet specific quality factors and be chemically 
analyzed. Peanuts that· fail to meet the requirements are not allowed to be 
used in edible products. · 

The marketing agreement program also provides indemnification to 
handlers who suffer losses when -chemical analysis determines a batch of 
peanuts to be unwholesome and not suitable for edible use. All 
indemnification costs are paid by assessments levied on the handlers and by an 
insurance policy. No government expenses are involved. 

Gover·nment· ex;port assistance program 

The Food Security Act of 1985 authorized the use of CCC funds or 
conunodities to counter or offset the adverse effects of ·unfair trade practices 
on U.S. agri~ul tural exports. The Target Export Assistan~:e (TEA), program has 
provided funds to the National Peanut Council to promote ~.S. peanuts and 
peanut products in Europe; such funding amounted to $4.5 mi,llion in fiscal 
year 1987 and $6 million in 1988. 

Import duties and guota 

Imported peanuts are classifiable for tariff purposes in item 1202.10.00 
of the Harmonized Tariff Schedule of the United States, if unshelled, not 
roasted or otherwise.cooked; in item 1202.20.00, if shelled, whether or not. 
broken, not roasted or otherwise cooked; and in item 2008.11.0Q, if prepared 
or preserved other than by vinegar or acetic acid or sugar, whether or not 
containing added sugar or other sweetening matter or spirit. The rates of duty 
currently applicable to imports are shown in appendix D. 

In order to. protect the price support program for peanuts. U.S. imports· 
of peanuts have been subject to quantitative restrictions pursuant to section 
22 of the Agricultural Adjustment.Act, as amended. The quota provided for in 
HTS subheading 9904.20.20 in Chapter 99 is as follows: 

Subheading 

9904.io.20 

Abbreviated article description 

Peanuts (ground nuts) • shelled or 
not shelled, blanched, or otherwise 
prepared or preserved (except 
peanut butter) 
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This quota is on a first come, first-served basis in any 12-month period 
beginning August 1 in any year. 

THE U.S. PEANUT MARKET 

Market profile 

The U.S. market for peanuts has grown steadily during 1986-88. Peanuts 
for food uses account for about one-half of the total U.S. peanut sales. 
Peanut butter is the largest outlet for edible peanuts, accounting for about 
25 percent of all peanuts produced in most years. Another important outlet is 
in snack foods (salted peanuts and peanut candy). The vegetable oil market is 
also another important outlet for peanuts, accounting for one-sixth of U.S. 
marketings in recent years. 

During 1986-88,. disappearance of peanuts in all forms (including 
exports) increased steadily from 3.5 billion pounds to 4.0 billion pounds, 
reflecting increasing usage of peanuts in almost all forms (table 4-6). U.S. 
apparent consumption of edible peanuts r,ose over the period from 2,073 million 
pounds to 2,254 million pounds. Increased demand for peanut butter, in part 
stimulated by purchases under the Temporary Emergency Food Assistance Program, 
accounted for the majority of the growth. Demand also increased for peanuts 
used in salted peanuts and·peanut candy. Rising consumer incomes during the 
recent economic recovery probably also contributed to the increase in apparent 
consumption. 

The volume of peanuts.going to crushing increased from 514 million 
pounds in 1986 to 814 million pounds in 1988. The increase in the quantity of 
peanuts going to crush is directly related to the rise in overall domestic 
production of peanuts and the diversion of additionals to the crush market. 
The resulting peanut oil output was a record 233 million pounds in 1988, up 
from 164 million pounds in 1986. 

Imports 

U.S. imports of peanuts and peanut products (including peanut butter, 
which is not subject to quantitative import restrictions) have been negligible 
in recent years, averaging only about 4.4 million pounds per year, or less 
than 0.5 percent of total U.S. consumption of edible peanuts. The principal 
suppliers of peanut imports are Arge_ntina, Singapore, and China. 

Impor~s of peanut butter, although small in absolute terms, increased 
steadily during 1986-88, rising from 954,000 pounds to 2..1 million pounds 
(table 4-7). Argentina and.Canada were the principal suppliers during the 
period. 
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Factors influencing demand 

Domestic demand for edible peanuts depends primarily on food 
preferences, changes in population, the level of personal income, and the 
price of peanuts relative to substitute nuts. Other factors that affect 
domestic demand are product quality, and merchandising and the promotion 
programs of the peanut industry. Competition from other snack foods also 
affects demand for peanuts. Edible peanuts compliment tree nuts in mixed nut 
packs, but they will also be substituted for tree nuts in such mixes as 
relative prices dictate. 

Several studies have concluded that the demand for edible peanuts is 
price-inelastic, 8 ·but attempts at estimating the degree of such. inelastic 
demand have been made only for farm-level demand; ·.estimates of retail demand 
elasticities are not available. Using annual data for 1962-85., Schaub 
estimated the price elasticity of processors' demand for edible grade peanuts 
as inputs into the produ~tion of a variety of peanut products. For example, 
the elasticity of demand for peanuts; used to make peanut butter was estimated 
to be -0.06, while that for peanuts used to make salted peanuts was -0.26. 
The high variances in some· of Schaub's estimates make them statistically 
insignificant, and although they a~e unreliable as specific elasticity 
estimates, 9 they do provide general support for the·argument that peanut 
demand is· inelastic. · 

The.data difficulties created by Government controls were ~ore carefully 
accounted for in a recent study of the domestic peanut program. 10 The 
statistical results from this study indicate that the price elasticity of 
demand (at the farm level) for edible peanuts ranges between -0.14 (holding 
fixed the price of almonds as a substitute) and -0.09 (allowing almond prices 
to change). 

Schaub's estimates of the income elasticity of peanut demand are more 
reliable (from a statistical point· of view) than his price elasticity 
estimates, as the margins for error in the former are quite low. 11 Depending 
on the end-use of the peanut, income elasticities of demand for peanuts at the 

8 See James D. Schaub, "Peanut Demand Estimates and Consumers' Cost of the 
Peanut Program," presented at the annual meeting of the American Peanut 
Resear"c::h and Education Society, Orlando, Florida, July 14-17, 1987, and 
sources cited therein. 
90ne important reason for the low reliability is the distorting effects on the 
data caused by Federal Government controls on production volume, prices, and 
import supply, which were not accounted for in Schaub's study. 
10 Randal Rucker .. and Walter Thurman, The Economic Effects of Supply Controls: 
The Simple Analytics of the U.S. Peanut Program, North Carolina State 
University, May 1989. ·· 
11They are, however, subject to those caveats in the preceding footnote. 
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farm-level range from 0.66 (peanut butter sandwiches) to 1.2 (peanut candy), 
a.nd to 2. 0 (for peanuts for roasting stock) • These estimates are both 
intuitively plausible· and in agreement with what economic theory would 
suggest. · 

There is a small, specialized market for peanut oil where the 
demanded is quite unresponsive to changes in the price of peanuts. 
after this specialized demand has been satisfied, the market demand 
highly elastic b~cause for many consumers peanut oil is considered 
interchangeable with other vegetable oils. 

Competitive Conditions in Foreign Industries 

quantity 
However, 
becomes 

The share of world peanut output being crushed for oil ranged from 52 
percent (10.5 million metric tons) in 1987/88 to 56 percent (12.6 million 
metric tons) in 1988/89. The portion of world output going to crushing is the 
residual after food uses are satisfied. Food use of peanuts increased 
steadily over the period 1986/87-1988/89, rising from 7.5 million metric tons 
to 7.9 .million metric tons, or between 35 and 38 percent of world output. 

World output of peanuts has increased rapidly over the last decade, 
climbing by over 31 percent. Over the last three years alone, output has 
increased by more than 11 percent (table 4-10). India, China, and the United 
States are the leading producers, accounting .for almost 70 percent of world 
output in 1988/89, followed by Indonesia, Senegal, and Burma. 

World exports of peanuts totalled 1.3 million metric tons in 1988/89, 
less than 6 percent of world output (table 4-9). China and the United States 
are the leading world exporters of peanuts, together accounting for over half 
of world exports in 1988/89. Argentina accounted for another 8 percent of 
world exports during the same period. The majority of the peanuts exported by 
these countries are edible peanuts. The EC and Japan are the principal 
destinations for such peanuts. Other markets of note are Canada, the USSR, 
and Singapore. 

INDIA 

Peanuts are grown over a vast area of India, covering about_7 million 
hectares. Most peanut farms are small, less than 2 hectares. Peanuts are 
p·rimarily grown on poor or submarginal farmland. 

Most peanut farmers in India do not have access to modern farming 
technology. Crop inputs such as fertilizer and quality seed are also limited. 
These factors contribute to the relatively low productivity of the peanut 
growing sector in India. In addition, most farmers do not have access to 
adequate post harvest storage facilities. 
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- . 
Outp:ut of peanuts in I_ndia is highly dependent on the monsoons, whi~h 

help sustain production in years that they_ appear, and caus~ ffi!ijor declines in 
years when they do not. Production in 1986 totalled 5.9 million metric tons 
(in-shell basis): however, the monsoon's failure in 1987 caused production to 
fall to 5.3 milliop~_metric tons. With the return of the monsoon in 1988, 
production rose to a record output of 8.3 million- tons. 

In most years, 90 percent or more of the peanuts grown in In.dia are 
processed into peanut oil. About 6 to 10 percent of the peanuts are used as 
food and nominal amounts of quality HPS (Hand Picked Select Grade) are sold 
into the export market. 

Exports of peanuts from India 
During 1986-88, exports ranged from 
high of: 80,000 metric tons in 1988 •. 
oilseeds, including peanuts. 

are very minor compared with total output. 
a low of 10,000 metric tons in 1987 to a 
Indiaprohibits the importation of all 

In recent yea~s. the Government of India has invested in research in the 
peanut producing sector. Such _research has resulted in the introduction of 
many new peanut varieties, new cropping systems, and improv~d agronomic 
management recommendations. However, the transfer of this research to the 
many small farmers has be~n slow. 

. . . 

The Government of I~dia has also provided assistance to peanut growers 
including subsidized seed, fertiliz~r •. pesticide,_ and irrigation equipment, 
and has also assisted private sector breeders in order to make available to 
growers higher quality seed for planting. 

THE PEOPLE'S REPUBLIC OF CHINA 

Peanuts are grown throughout China, although the northern Province of 
Shandong accounts for more than 35 percent of total production. Peanuts are 
an important cash crop for Chinese farmers because they off er higher returns 
than many alternative crops. Data are not available on the number of farmers 

·growing peanuts in China but it is believed to be substantial. In 1988, 2.9 
million hectares of peanut~ were planted, down from 3.3 million hectares in 
1986. 

China '.s production ,has increased dramatically over the. last decade. In 
1986, output totalled 5.9 million metric tons (in-shell basis)_', Production 
increased in 1987 to 6.2 million tons and then declined to 5.~ million tons in 
1988 because of drought in Shandong province. At about 2 tons per hectare, 
peanut yields in China are among the highest in the world. The use of 
improv~d seed varieties, fertilizers, and plastic sheeting will help increase 
yields· in the future. Continued growth in Chinese production of peanuts is 
limited by competition for farmla~d for grain pro~uction in the North and from 
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other cash crops in the South. Weather, however, will remain one of the major 
unknowns.in the production of peanuts in China. 

During 1986-88, 52 percent or more of the peanuts grown in China were 
processed into.peanut oil. Peanut oil is a major component of the Chinese 
edible oil market and is virtually all consumed within China. Thirty-five 
percent of the peanuts were used as food and the remainder were used for seed 
or exported. 

China has been one of the principal world exporters of peanuts in recent 
years. However,. Chinese. peanut· exports have declined from a peak of 398, 000 
metric tons (in-shell basis) in 1987 to 325,000 tons in 1988. Reduced 
availability because of a drought in 1988 and increased domestic· demand are 
believed to be the principal reason for the decline in exports. Most of the 
HPS exports are through.Shandong and Guangdong Provinces. Hong Kong, the EC, 
Japan, and the U.S.S.R are the major destinations. 

Competitive Conditions in Foreign Markets 

EUROPEAN COMMUNITY 

The EC is the largest non-peanut~producing _consuming.region in the 
world. During 1986-88,. apparent consumption of peanuts in the EC ranged from 
557 ,000 metric tons (in-shell basis) in 19.86 to ;585,000 metric tons in 1988. 
Virtually all of the EC's consumption of peanuts is supplied by imports. 

Most of the peanuts consumed in the EC (78 percent in 1988) are consumed 
as food; nearly all the remainder are crushed. Food uses of peanuts consist 
primarily of ·roasted in-shell peanuts an.d shelled peanuts used in 
confectionery and bakery products •. EC imports of in-shell and shelled peanuts 
enter duty-free. 

Population growth and increases in consumer incomes are the principal 
factors influencing the consumption of peanuts in the EC. Both the population 
of the EC and its national income (as measured by the gross national product) 
have grown steadily in recent years. The availability and cost of tree nuts 
also has a bearing on _the demand for peanuts since they can be substituted for 
peanuts in some applications (e.g., nu~ mixtures) . 

... 
Prices for edible peanuts in the EC vary over time and are dependent in 

great part on the availability of export quantities of peanuts in the major 
exporting countries. Historically, the United States was the principal source 
for edible peanuts in the EC until the early 1980's when drought in the United 
States interrupted supplies, resulting in significant price increases. 
Argentina and China were able to fill the gap and have remained important 
supply sources. 
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During 1986/87-1988/89, prices for U.S •. edible grade peanuts in 
Rotterdam ranged from an annual average high of $990 per metric ton12 in 
1987 /88 (October-September) t.o a low of $818 per ton in 1988/89. The sharp 
price decline in 19.88/89 reflects an increase in the availability of edible 
peanuts for export in the United States. 

Average prices for U.S. edible peanuts in Europe during 1986-88 exceeded 
those from Chinese and Argentinea~ sources for every month. The price 
differential ranged from as little as $37 per metric ton in August 1987 to as 
high as $593 in November 1986 for Chinese sourced peanuts (table 4-10). The 
price differential for Argentine.peanuts was as.little as $48 per metric ton 
in January 1986 and peaked at $449 per ton in May 1988. 

The price.differential conunanded by U.S. sourced peanuts reflects size 
and quality differences, reliability of delivery, and familiarity of European 
manufacturers with U.S. peanut varieties. 

JAPAN 

The Japanese import market for peanuts increased from 85,500 metric tons 
(shelled basis) in 1986 to 93,750 tons in 1988. Domestic supply is partially 
determined by a Government-set import quota, which applies only to unprocessed 
peanuts; Japan's imports of processed peanuts are not covered by any quota 
restrictions. Import duties on processed peanut~ range from 22 percent to 
27.5 percent; there are no import duties on unprocessed peanuts. 

Japanese imports of unprocessed and processed peanuts except peanut 
butter increased from 88,495 metric tons (shelled.basis) in 1987 to 93,016 
tons in 1988. Unprocessed peanuts (unroasted in-shell and unroasted shelled) 
accounted for· 60 percent and 57 percent of. Japan's imports in 1987 and 1988. 
respectively. China was th.e principal supp lie+ of such peanuts in both years. 
accounting for 45 percent or more of imports of unprocessed peanuts in both 
years. The United States was the next most important supplier of unprocessed 
peanuts, accounting for.39 percent of such imports in 1987 and 34 percent in 
1988. 

Japan's imports of proces.sed peanuts ( roas.ted in-shell. roasted shelled. 
peanuts with sugar, a~d prepared or preserved peanuts without sugar) totalled 
35,389 metric tons in 1987 and 39.527 tons in 1988. China was the principal 
supplier accounting for over 80 percent of such imports in each year. 

12The price in Rotterdam (c.i.f.) for edible peanuts, shelled basis. Source: 
The Public Ledger. 

4-16 



Factors Affecting· Competition in U.S. and Foreign Markets 

THE U.S. MARKET 

The nature and degree of competition in the U.S. peanut market are 
determined primarily by Government controls on prices and supply; secondary 
factors include, on the demand side, the structure of the two main markets for 
peanuts (edible and crush), and, on the supply side, input costs and the 
returns from crops that compete with peanuts for acreage. This section 
focuses on these secondary factors; the various effects of Government policy 
on the domestic industry are discussed in the following section. 

Competition Iri Tbe 'Edible Nut Market 

Most peanuts grown in the United States are destined for edible-nut 
uses~ the· principal use being in the production of peanut butter, where 
peanuts have.no substitutes. Of course, there are substitutes for peanut 
butter, so peanut growers must indirectly compete with producers of such 
sandwich preparations as chicken and tuna salad, and luncheon meats; depending 
on how widely one wants to defirie the market, one can also include other 
foods·~ 

Peanuts also compete with other nuts~ such as hazelnuts, walnuts, and 
almonds, as inputs into salted mixed nuts, candies, and other foods. Price is 
the main factor determining the demand by nut mixers for peanuts relative to 
substitute nuts. In certain uses, such as candies and bakery products, 
however, demand may not be so responsive to price because the cost of peanuts 
relative to the finished product's total cost may be comparatively small. In 
general, econometric studies have found a highly inelastic demand for peanuts, 
even in products as narrowly defined as peanut butter, suggesting that peanut 
products have few close substitutes for their most important uses .. In any 
case, peanut growers are powerless to use price reduction as a competitive 
tool because the USDA support program forbids them from undercutting the 
support p:rice. 

Competition In The Crush Market 

In the market for oilseed meal and oil, peanuts have so many substitutes 
that changes in the supply of peanuts available for crushing into these 
products has virtually no effect on meal and oil prices. The meal and oil 
from other oilseeds, such as soybeans, rapeseed, and palm, as well as from 
other sources, such as menhaden, are highly substitutable with peanut meal and 
oil, and are in such large supply relative to those from peanuts, that demand 
for. peanut meal and oil, and therefore for crush peanuts, is almost perfectly 
price-elastic. Moreover, since crush peanuts and peanut meal and oil are not 
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subject to the direct control of the peanut price-support program, the markets 
for these products are highly price-competitive. 13 · 

FOREIGH'MARKETS 

In international trade, edible peanuts account for the majority of 
sales; peanut meal and oil are not significant. China and.the United States 
are among the largest producers of peanuts and are the largest exporters of 
edible peanuts. 

Some of the principal factors that affect the ability of a country to 
compete in the world market for edible peanuts are perceptions of purchasers 
regarding variations between lots of peanuts, reliability of delivery, 
familiarity of the purchaser with the supply source,. and characteristics of 
the peanuts. Each of these factors are evaluated by the end users in 
determining from which·country to :source their needs. The United States 
enjoys a reputation as ·a supplier of high quality peanuts with minimal size 
variation between shipments. This is an important conside~ation for 
confectionery, bakery, and other peanut product producers. U.S. exporters are 
able .to ship peanuts that are free of aflatoxin, an important competitive 
advantage given the toxicity of aflatoxin. Reliability of delivery is also an 
important consideration in a food processor's sourcing of peanut supplies.; 
most processors prefer to contract in advance (for as. much as a year) for · 
their requirements, which reduces the. risk of significant price increases 
resulting from a sudden shortage in the spot market. Because of the wide . 
year-to-year variability of production i~ many smaller peanut producing 
countries, processors are hesitant to source all, or part, of their 
requirements from these cquntries. 

The Effect of the Import Quota on the Ability of the Peanut 
Industry to Compete in Domestic and Foreign Markets 

The U.S. import quota on peanuts and certain peanut-containing products 
has restricted U.S. imports of such items to less than 0.1 percent of U.S. 
supply in most years. The U.S. Government restricts imports of peanuts and 
certain peanut-containing products to prevent imports from interfering with 
the peanut price support program. In addition, the peanut price support 
program uses a national poundage quota system to limit the quantity o·f peanuts 
that can be used in the U.S. edible peanut ~arket. (Such p~anuts are eligible 
for the higher of the two price support levels.) This system ensures that the 
domestic supply of edi~le peanuts does not exceed domestic demand, which 

13 The crush market is affected indirectly by the support program to the 
extent that high prices in the edib~e-nut market encourage surplus production 
that is sent to export and crush markets. 
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maintains an artificially high price for edible peanuts. This artificially 
high price, however, reduces the volume of peanuts demanded by edible nut 
processors and consumers. 

U.S. peanut growers do not produce in a competitive market because of 
the restrictive import quota and the effect of the national poundage quota. 
U.S. peanut growers who produce peanuts covered by the national poundage quota 
receive an artificially high price for their output. Therefore, growers plant 
sufficient acreage to ensure that their national poundage quota allocation is 
filled. Output that is outside of the national poundage quota syste~ receives 
a significantly lower price. Such output may be crushed, exported, or used in 
the U.S. edible market under certain conditions. Therefore, U.S. production 
of edible peanuts is limited by the quota system. 

Estimated Tariff Equiyalents of the U.S. Peanut Import Quota 

The price gap method was employed to calculate tariff equivalents of the 
U.S. import quota on peanuts for the years 1986-88. 14 Although three major 
varieties of peanuts--Virginia, Runners, and Spanish--are grown in the United 
States, Runners dominate in both the domestic and world markets. Therefore, 
the price gap method (which aggregates all varieties into each HTS category) 
should be appropriate. 

However, the absence of strictly .. comparable foreign and domestic prices 
complicates the calculation of price gaps. We used the U.S. support price for 
in-shell peanuts (the annual average quota support price received by U.S. 
farmers) as the equivalent domestic market price of in-shell peanuts. This 
support price was also used to calculate a domestic market price for shelled 
peanuts by taking into account product losses bec.ause of shelling, culling, 
grading and sorting, as well as domestic shellers' costs of performing these 
operations (table 4-11); 

For the world price of in-shell peanuts, we constructed a world price by 
moving "backward" from the world (Rotterdam) price for shelled U.S. peanuts, 
using estimates of shipping and processing costs, to obtain an in-shell-

. equivalent price (table 4-12). 15 Although most world trade in peanuts is of 

14 Data on domestic and world prices were provided by James Schaub of the 
Economic Research Service, USDA, and Lynn Garrett of the Foreign Agricultural 
Service, USDA. 
15 The quoted Rotterdam price for U.S. shelled peanuts was used to calculate 
the price at the U.S. port of export for both in-shell and shelled U.S. 
peanuts because this price is probably closer to a "true" world price (the EC 
has no tariff on peanuts) than other price series; and, since the quoted 
Rotterdam price for shelled Runners is readily. available to the trade, it 
serves as a convenient guide to true world prices. And, since corresponding 

(continued •.. ) 
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the Runners variety, the United States does not export in-shell Runners to any 
significant extent, tending instead to export·the higher·valued, in-shell 
Virginia variety; therefore, the reported unit value of U.S. exports of in
shell peanuts was rejected because it exceeds the unit value of the 
representative foreign product (in-shell Runners). 

For the world price of shelled peanuts, we used a quoted Rotterdam price 
for U.S. shelled peanuts. 16 We used a simple monthly average of reported 
Rotterdam prices because a weighted average annual price could not be 
constructed since the volume of sales in Rotterdam of U.S. shelled peanuts is 
not reported. 

It should be noted that the price of U.S. shelled peanuts in Europe has 
been considerably above those of the two closest competitors, China and 
Argentina, as explained earlier in this chapter. Argentine and Chinese 
shelled peanuts sold in Rotterdam during crop year 1988/89 at prices about 15 
percent below that of U.S. shelled peanuts. 17 The premium for U.S. peanuts is 
explained at least partly by quality differences, availability, and seasonal 
price changes. Therefore, even in a free market, U.S. peanuts might well 
maintain a price premium because of these factors. To account for the effects 
of these factors, we must compare the price of U.S. peanut exports to domestic 
peanuts; then we are able to attribute the -difference between ~he price for 
the foreign market and the price for the domestic market for similar U.S. 
peanuts to the effects of the import ·quota. 

It should be noted· that the U. S ,· export price may not be identical to 
the export price of a competitor or likely supplier in the absence of an 
import quota. However, to the extent that the United States currently 
competes with another supplier in a third-country market, the U.S. price 

.inclusive of shipping to the third-country market must be roughly equal, after 
adjusting for quality differences, to the competitor's price plus shipping to 
the third-country market. If one assumes that the shipping costs to the third 
country are similar for both the United States and the competing supplier, 
then the f.a.s. export prices from both suppliers should be the same (again, 
after adjustment for quality differences). 

15 ( ~ •• continued) 
prices are quoted for Chinese and Argentine peanuts, it is easy to compare 
relative price trends. However, because there is no quoted Rotterdam price 
for in-shell peanuts, it was necessary to calculate the price of in~shell U.S. 
peanuts by converting the price of shelled peanuts to in-shell equivalent. 
16 The Public Ledger (London) quotes prices in Rotterdam for U.S., Chinese, 
and Argentine shelled peanuts (Runners, 40/50-count per ounce). The Foreign 
Agricultural Service, USDA, compiles these data and publishes them as monthly 
averages in World Oilseed Situation and Market Highlights. 
17 During the 1988/89 crop year, U.S. shelled peanuts sold in Rotterdam at a 
simple monthly average price of 37.5 cents per pound while Argentine and 
Chinese shelled peanuts were both quoted at 31.9 cents per pound (see table 
3-10). 
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In general, ·a tariff equal to the difference between the U.S. domestic 
price and the world price (c .. i.f.) of U.S. peanuts at the U.S. border would 
overstate the protective impact of the current quota. This is due to the 
existence of inter-national shipping costs from potential suppliers in the 
absence of a quota. Ideally, one measures the difference between the U.S. 
domestic price and the f .o.b. export price of the lowest cost supplier plus 
shipping costs from that supplier to the United States. 

Current and likely future suppliers to the United States are Argentina, 
China, and possibly, Mexico. Shipping costs will differ, of course, depending 
on the source and on the extent of established shipping routes and maritime 
schedules. In the U.S. import market, Mexico would enjoy probably the lowest 
transport cost, and shipping_ from Argentina and China would be more expensive. 
The cost of shipping shelled U.S. peanuts ·to Europe (as of early 1989) was 
roughly $65 per metric ton (or 2.9 cents per pound), and about $75 per metric 
ton for in-shell peanuts (3.4 cents per pound). 18 A range has been presented 
representing likely upper and lower bounds on the estimated tariff equivalent. 

Table 4-15 presents the estimated price gaps that are assumed to be the 
specific tariff equivalents of peanut quotas covering HTS categories 
1202.10.00 (unshelled peanuts, not roasted or otherwise processe4), 1202.20.00 
(shelled peanuts, whether or not broken, but not roasted or otherwise 
processed), and part (excluding peanut butter) ·of 2008.11.00 (roasted shelled, 
and otherwise prepared or preserved peanuts). For in-shell, raw peanuts, the 
estima_ted specific tariff equivalent ranged from 12 to 16 cents per pound, or 
63 to 108 percent ad valorem.equivalent (AVE) •. For shelled peanuts, the 
estimated specific tariff equivalent ranged from 16 to 22 cents per pound, or 
39 to 64 percent AVE. 

There is no.world price available for the roasted, shelled peanuts found 
in HTS category 2008.10.00, and therefore the estimates made for unroasted, 
shelled peanuts are applied to this' category as well. 

18 This information was obtained from a representative of the National Peanut 
Council. As noted above, U.S. exports of in-shell peanuts are low partly 
because transportation costs are higher than for shipping shelled peanuts. 
For shelled peanuts, shipping costs to Europe in crop year 1988/89 represented 
about 8 percent of the U.S. price- (f .o.b. U.S. port) of shelled peanuts, and 

·about 23 percent of that of in-shell peanuts. 
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Table 4-1 
Peanuts: Area harvested, yield, .an4 production,_ crop years 1986-~8 

CrQp year1 

1986/87 •••••••••••• 
1987/88 •••••••••••• 
1988/89 •••••••••••• 

.Area 
haryeg>ted 
1.000 
acres 

1,537 
1,546 
1,628 .. 

Produc.,.. 
Yield ti on 
eQlmd1 P~' Hill ion 
~ pQunds 

2,407 3,701 
2,3l9 3,619 
,2,445 3,981 

1 Year beginning Aug. 1 a~d ending the following July 31. 

Value of 
production 
Hilli2n 
dollars 

1,074.5 
1,023.0 
1,239.0 

Source: Compiled from of f~.cial statistics .of the U.S. Department of 
Agricµlture. 

Table 4-2 
Peanuts: U.S. apparent cons~tion for foo4 .•. by principal p~oducts, crop years 
1986/87-1988/89 

Cin·milliQns QfcpQ:\mdS. shelled ba§i1l ... 
Sand-: 

Peanut Salted Peanut wich· 
c·rQp year butter peanuts capd,y snack11 Other 

' . 
1986/87 •••••••••••• 680 384 321 34 41 
1987/88 •••••••••••• 701 374 325 46 38 
1988/89.~ •••••••• ; .• 832 382 327 28 36 

1 Peanut butter sandwich snacks sold conunercially. 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 

·: 
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Table 4-3 
Peanuts: Cash receipts and cash expenses, by regions, 1985-87·· 

Cash Cash 
Return above 
cash 

Crop year receipts expenses expenses 
------:.-;-------:-Dollars per planted·acre'"".-::-------...:. __ _ 

1985: 
Southeast ••••••• ~ 
Virginia/North 

Carolina ••••••• 
Southwest •••••••• 

United States •• 
1986: 

Southeast •••••••• 
Virginia/North 

Carolina~ •••••• 
Sou-thwest •••••••• 

United States •• 
1987: 

Southeast •••••••• 
Virginia/North 

Carolina ••••••• 
Southwest •••••••• 

United' states •• 

679.78 

700.08 
!ta2.a3 
638.00 

67~.81 

849.58 
S§J.28 
677.32.·. 

653.83 

726.12 
SQQ.·21 
631.23 

.416.54 263.24 

447 .• 07 253.01 
3Q3123 112.§Q 
391.52. 246.48 

424 .• 32 249.49 

462.47 387 .11 
JS8123 2QS.QS 
416.37 260.95 

416.73 237.10 

456.44 269.68 
32S.:23 1ZS.J8 
260.95 228.50 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 
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Table 4-4 
Peanuts: U.S. expo~t~ by type, crop years 1986/8~-1988/89 

Shill id Prepared or preserved 
Un- For 
shelled oil. 

Crop ytflr 1 · C &rtt~> 2 
.: .. ~tock 

1986/87 ••••••••• 28,382 12,884_, 
1987/88 ••••••.• ~. 28,630 7,608 
1988/89.~ ••••••• 44.064 2.636 

1986/87 ••••••••• 30,229 8,527 
1987/88 ••••••• ~. 28,441. 4,368 . 
1988/89.; •• ;.; •• .39,419 1,698. 

1 Aug. 1-July 31. ·· · 
2 Shelled basis. 

· Not for 
. oil 

s;ock ·Blanshed 

187,557 17,520 
.. 168,838 21,832 

188.637 23.222 

Value ($1.000). 

132,293 12,652 . 
·109,408 16,966 
;116~747 21,423 

.. 

Not 
blanched Total 

3,015 
5,498 
4.438 

3,189 
6,552 
6,826 

249,358 
232,407 
258.587 

186,892 
165,736 
186, 113 

Source: Compil~d from of fic.ia~ stat~st4,cs: of the U ~ S. Department of Conunerce. 

' t • ! ~ : 

4-2~ . 



Table 4-5 
Peanuts: U.S. exports, by region ~r country of destination, crop years 1986/87~ 
1988/89 

(Tons. shelled weiKht basis) 

Rea ion or country ·1986/87 1987/88 1988/89 

EC • •• ·• •••••••• -••••• · ••• '~ ••• 162,357 162,865 173,702 
Canada . .............••. • .. 46,173 "33,894 -39,836 
Japan-:_.· •••.....••••••.. ~. 23,685 ·18,557 21,993 
All ot·her . ............... 17.143 17 .091 23.057 

T~tal . ............... 249,358 232,407 258,588 

Source: Compiled from official statistics of the U.S. Department of Conuner~e. 

Table -4-6 
Peanuts: 1 Supply and disappearance, crop years 1986-882 · 

Uses -
Begin----
ning Produc- Im-Crop 

Years stock tion ports Crush Exports Food Other3 Total 
-----------------------Million pounds-----------------~------

1986/87_ 845 
1987/88 1,003 
1988/89 833 

3,701 2 
3,620 2 
3,981 ' 2 

1 Farmers' stock basis. 

514 
560 
814 

663 
618 
688 

2 Crop year Aug-.· 1 through following July 31. 

2,073 
. 2,071 
2,254 

294 
543 
230 

3,545 
3,791 
3,986 

3 Seed, loss, shrinkage, and residual (includes farm use and local sales). 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 



Table·4-7 
Peanuts: U.S. imports for consumption, by products and by-·principal sources, 
1986-88 

Peanuts, unshelled: 
Singapore . .............. !t ••••••• 

China . .......................... . 
Mexico· • •.•••••••••• · •• ~ •· •• ·• · .... ~ •••• 
All other . ............. , ....... . 

Total . ....................... ~ 
Peanuts , prepared or pr.eserved: 

Peanut butter: ·· · 
Argentina . ...........•. , ~ .... . 
Canada . ...............•. • ..... . 
Panam.a . .•.•....•••••.. • .••.... 
All other ................ ~-······ 

Total . ..................... . 
Unshel1ed: 

Singapore . ....... ~ .... .-... · ... . 
Malaysia . .................... . 
Arge~tina . .... ~ ....... ·~· ...... . 
All Other·· ...... ~ ·. ·' ............ ~ . : . ~. · .. · 

Total . ..................... ." 
Other: 

Singapore· . ...... ~ ............. . 
China . .............. : ........ . 
Hong Kong • •••••••••••••••••••• 
Argentina . .. · ..... · ......... ~ ... . 
All other . ................... . 

Total . ..................... . 
" 

1986 

0 
0 

316 
400 
716. 

789 
128 

0 
37 

954 

255 
89 

0 
295 

59 
76 
46 

2,048 
84 

2.313 
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1987 

1.000 PO'W<l• 

465 
0 
0 

45 
510 

1,591 
240 

0 
265 

2,096 

106 
29 

0 
33 

168. 

164 
519 

4 
346 
429 

1.462 

1988 

345 
102 

9 
3 

459 

1,844 
259 

36 
2 

2,141 

167 
31 
73 
54 

325 

296 
231 
282 
239 
224 

1.272 



Table 4-7--Continued 
Peanuts: U.S. imports for consumption, by_products and by principal sources, 
1986-88 . . . 

Item and source 1986 1987 1988 

' Y:ilY~ (Sl.QQQl •, 

Peanuts, unshelled: 
Singapore . ........... · .. ·-· ....... 0 53 49 
China . .......................... 0 0 12 
Me.xi co ....... • .. • -.- ..... ~- ... ~· ~ ~ . . · · 79 0 4 
All other . ...................... ~§ 6 J 

Total . ......................... 135 60 67 
Peanuts, prepared or preserved: 

Peanut butter: 
ATgentina.; . .................. 311 683 608 
Canada • ••••••••••••••••••••••• 85 125 169' 
Panama . .•••.••.•••••••••...••• 0 0 11 
All other ........... ~ ............ 2Q l~J l 

Total . ...................... 415 960 790 
Unshelled: ,, " . ' 

Singapore . ...........•........ 214 103 154 
Malaysia . ............•........ 82 24 30 
Argentina ... ................... 0 0 23 
All other . ............. ~ ...... 182 23 24 

Total . ....................... 485 150 230 
Other: 

Singapore.-. ....... ~ ........... 54 '155. 293 
China . ..........•••..•........ 53 237 114 
Hong Kong • •• • ••••••••••••••••• 30 7 107 
Argentina . .................... 601 91 84 
All other . .................... za 511 lZQ 

Total . ...................... 815 1,067 719 

· Note: Because of rounding, figures may not add to the totals shown. Quantity 
data are reported on actual production weight and have not been converted to 
shelled basis. 

Source: Compiled from official statistics of the U.S. Department of Conunerce. 
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Table 4-8 
World peanut production, 1986/87-1988/89 

· Cl.000 metric tons) 
United All 

Year Cbina India States" Incionesia Senegal other Total 

1986/87 ••• ~ •••••• 5,882 
1987/88 •••••••••• 6,170 
1988/89 •••• ; ••••• 5,800 

5,875 1,679 
5,300 1,642 
8,300 1,806 

750 
786 
795 

817 
932 
690 

5,382 20,385 
5,509 20,339 
5,374 22,765 

Source: Compiled from.official statistics of the U.S. Department of 
Agriculture. 

Table 4-9 
World peanut exports, 1986/87-1988/89 

(1.000 metric tons) 
United ·. All. 

Year States China Araentina India other 

1986/87 •••••••••• 301 398 170 40 372 
1987/88 •••••••••• 280 359 160 19 503 
1988/89 •••••••••• 312 325 100 80 44~ 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture. 
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Table 4-10 
;.Peanuts: Prices of U.S., Argentinean, and Chinese origin peanuts in Europe, 

. :'.by months. 1986..:.88 ana January-July 1989 

(Dollars per metric ton. c.i.f.) 

Year and month United.Statesl Argentina1 China2 

1986: 
Jan'1&rY • ••••••••••• _ ...... 708 660 585 
February • .••.•••.• ~ ••••• 715 635· 583 
March •••••••••••••••• ·~ •• 715 615 580 
Apr~l . ...........•. · ..... 706 616 573 
May • •••••••••••••••• .--~ •• 867 735 644 
June • ••.•••••••••••••••• 956 710 653 
July . .............. · ..... 1,080 860 733 
August ... ....... · •••. • •••. 1,346 1,111 919 
September ••..••••••••••• 1,215 1,108 905 
Oct.ober .. .•..•..•••••••• 1,585 1,308 1,195 
Nov•er .......... .-.· .... 1,323 9·91 788 
December • •.•••••••••. • .-: • •• 975 850 700 

1987: 
January .. ........•••...• 830 760 694 
Feb~ary ................ 796 598 668 
March • •••••••••••••••••• 730 533 523 
April . .................. 678 514 526 
May •••• ••••••••••••••••• 686 531· 544 
June.·· • •••••••••••••• · •.••• 658 523 528 
July ................ · .... 625 495 519 
August . ..••..•...• .- • · ..•.• 542 460 514 
September ......... • .....• 586 460 523 
October ................• 810 523 574 
November •••••••••••••••• 918 618 606 
December . ............... 1,048 685 636 

., 
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Tab.~e 4-10-:--Contipued . . . 
Peanuts: Price·s of U.S. , Argentinean, and .~inese.: origin· peanut.s in Europe, . by 
months, 1986-88 and January-July 1989--Continued 

(Dollars per rru!tri¢ ton. c.Lf;·) 

Ieat; and month United States1 

1988: 
J.anuary . .........••.. · ~ .• 1,019 
February . ........... ;• . , , 1,081 
Karch . ............... · .. , 1,040 
April .. · ................... 985 
~ay ...... • ................ ·. ~ ~ 1,105 

. Jµne • •••••••..•••••••• ·• • 1,148 
J~~y .• ......••...•••.••• 1,085 
Auiust . ............ · ..... 878 
sep~ember ............ · ... 789 
Qct~ber: .............. '!"' •• 802 
~ovember . ............... 784 
December • ••••••••••••••• 790 

1989: 
J al)uary ........... ~- ·' ~· ... 836 
Febtuary .......... .'. · .... 830 
Karch . ................ _. ..... 833 
Apiil . ................ ~ ; . 817 

'· . May ....... ••••••••••••.• ·· •••• 851 
J-une ~-•••••••••••••• •-· •• • 867 
July_ .... ............ •·1• •.••• 842 

1 Prices are for 40/5Cf Runner peanuts, 
2 Prices are for 40/50 Hsuji peanuts. 

Argentj,na1 

630 
624 
605 
605 
656 
720 ... 722 
61+8 
650 
638 
6'40 
685" 

~ 715 
. 709 
716 
1·z2 
747 
810. 
758 

China2 

62~ 
648 
679 
710 
815 
859' 
~27 
736 
~71 
663 
685 
734 

743 
'718 
714 
691 
677 
719 
701 

~ource: Compiled from USDA, FAS, Horld Oilseed Situation and Highlights~ 
origina.lly obtained from The Public Ledger 
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Table 4-11 
Shelled U.S. peanuts: Constructed U.S. domes.tic market price, 1986-88 

Average Plus the Equals con-
U.S. in- Less vol- Less vol- costs of structed U.S. 
shell wne loss wne loss shelling' market price 
support from from culling, of shelled 

Crop year price1 shellina2 cullina3 etc. 4 peariuts 
(cents/kg) ------(cents/kg)-----

1986/87 •••• 66.95 x 1.333 .X 1.136 + 22.0 = 123.5 
1987/88 •••• 66.95 x 1.333 x 1.136 + 22.0 = 123.5 
1988/89 •••• 67.81 x 1.333 x 1.136 + 22.0 = 124.8 

1 Average quota support price received by U.S. farmers (in cents per ki.logram 
of in-shell peanuts) • · 
2 Estimated loss of 25 percent (multiply by 1.333). 
3 Culling loss of 12 percent (multiply by 1.136). 
4 Costs are estimated as 22¢/kg (add 22¢/kg). 

Note.--Price data are shown on a crop year basis: the 1986/87 crop year, for 
example, begins on Aug. 1, 1986 and ends on July ~1, 1987. 

Source: Compiled from data of the U.S. Department of Agriculture, and 
Commission staff estimates. 
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Table 4-12 
In-shell U.S. peanuts: ·.Constructed price of U.S. in-shell peanuts, at 
U.S. port, 1986-88 - -

Shelled Less 
u. s .. costs Less vol- Less vo.1- Equals constructed 
peanuts, '·or pro- ume loss ume loss price at U.S. port 
Rotterdam cessing from from of U.S. exports 

~:CQR !~A;c R:Ci·s::~1 in 11.s. 2 s::iAllins3 §h~llins4 2! in-§h~ll R~ADYt§ 
--(cents/kg)·-- (cents/kg) 

1986/87 •• 95.5 22.0 ·X 0.88 x ·o. 75 = 48.5 
1987 /88 •• 94.8 22.0 x 0.88 x 0.75 = 48.0 
1988/89 •• 82.7 22.0 x 0.88 x 0.75 = . 40.0 

1 Less shipping costs of shelled peanuts. Source: table 4-10. Price is for 
U.S. Runners, 40/50's kernels.- count .per ounce. 
2 Costs of culling, shelHng, grading, E!tc~, es~imat~d at 22¢ per kilogram. 
3 Estimated loss of 12 percent (multiply by 0.88). 
4 Estimated loss of 25 percent (multiply by 0.75). 

Note.~-Price data are sho~ pn a .crop year basis: the. 1986/87 _crop-year, for 
example, begins on Aug. 1, 1986 and ends on July 31, 1987. 

Source: Coinpiled from Cormnission staff estimates, ~cept as noted. 

4-32 



Table 4-13 
Shelled U.S. peanuts: Gap between domestic and export price, crop years 1986/87-
1988/89 

Shefled U.S. . Shelled U.S. 
peanuts, de- peanuts, at Constructed U.S. 

Crsm year 
livered price, U.S. port of 
Rotterdam1 export2 

market price, Price 
shelled3 gap 

---------------------Cent~ per kilogram---------~------~--

1986/87 •• ~·.·~ ••• ~. 
1987/88 ••••••••• 
1988/89 ••• ~ ••••• 

95.5 
94.8 
82.i 

89.1 
88.4 
76.3 

123.5 
123.5 
124.8 

1 Simple average of monthly prices. Source: table 4-10. 

28.0-34.4 
28.7-3~.l 
42.1-48.5 

2 Subtract shipping charge from EC of 6.4¢/kg (source: National Peanut Council). 
3 Source: table 4-11. 

Note:--Price data are shown on a crop year basis; the 1986/87 crop year, for. 
example, begins on Aug. 1, 1986 and ends on July 31, 1987. 

Source: Compiled from official data of the U~S. Department o( Commerce, except 
as noted. 

Table 4-14 
In-shell U.S. peanuts: Price gap between domestic and export prices, 1986-88 

Constructed 
Constructed U.S. in-shell Average U.S. 
U.S. price at price at U.S. support price 

Crop year Rotterdam1 export port2 at farmiate Price gap 
-------------------Cents per kilogram---~----------------

1986/87 •••••••••••• 56.0 
1987/88 •••••.•••••• 55.5 
1988/89 •••••••••••• 47.5 

48.5 
48.0 
40.0 

67.0 
67.0 
67 .8 . 

11.0-18.5 
11.5-19.0 
20.3-27.8 

1 U.S.-Europe transportation cost of 7.5 cents per kilogram added to U.S. port 
price. (Source of transportation cost: National Peanut Council). 
2 Source: table 4-12. 

Note.--Price data are shown on a crop year basis: the 1986/87 crop year, for 
example, begins on Aug. 1, 1986 and ends on July 31, 1987. 

Source: U.S. International Trade Commission, except as noted. 
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Table 4-15 
Peanuts: . Ad yalorem tariff equivalents, .1986-88 

Crop year 

1986/87 •• 
1987 /88 ~. 
1988/89 •• 

HTUS 1202.10 
(in-shell. µnroasted) 

Tariff 
. World 

·:Price1 

CA) 
Cents 

48.5 
48.0 
40.0 

Price equiv-
gap1 a lent 
CB>. CB+AJ 

per kiloaram Percent 
11.0-18.5 22.7-38.l 
11.5-19.0 24.0-39.6 
20.3-27.8 50.8-69.5 

1· Source: table 4-14. 
2· Source: table 4-13. 

,I 

HTUS 1202 .2(:f and HTUS 2008. 11 (pt.) 
(shelled. unroasted or roasted) 

Tariff 
World Price 
price2 gap2 

CC) CD) 

equiv
alent 

CD+ Cl 
Cents per kiloiram Percent 

89.l 28.0-34.4. 31.4-38.6 
88.4 28.7-35.l 32.5-39.7 
76.3 42.1-48.5 55.2-63.6 

Note.--Prj.ce data are shown on .. a crop yea~ b~sis; the 1986/87 .crop year, for 
example, begins on Aug. ~. 1986·and end~ on July 31, .1987. 

Source: u .. s.~ Inteq~ational Trade._Commission; except a~ note<J. 

··, 
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CHAPTER 5. COTTON 

Introduction 

GENERAL 

As the raw material for much of the textiles and fabrics used around the 
world, cotton is clearly an important conunodity. Its markets support a global 
industry composed of farmers, ginners, spinners, weavers, and others involved 
in the several stages of transformation of a cotton harvest to usable fabrics. 

Of the myriad products used as inputs or produced as outputs of the 
cotton industry, the products of inunediate concern in this study are the three 
items directly affected by U.S. import quotas--raw cotton, cotton that has 
been .carded or combed but not spun, and certain cotton waste. Raw cotton, the 
least processed cotton product (it is the cotton fibers, or lint, picked from 
the cottonseed), is carded and combed to clean the fibers, lay them parallel, 
and remove shorter fibers and waste. Carded and combed cotton that has not 
been spun is primarily in the form of sliver (loose, untwisted strands, 
usually the diameter of a broom handle) or roving (sliver that has been drawn 
to the approximate diameter of a pencil and given a slight twist). Neither 
sliver nor roving generally enter into conunercial trade and virtually always 
are further processed into yarn at the mill in which they are produced. 

The cotton wastes covered by this study are produced in the course of 
yarn production, and are called soft waste to distinguish them from the hard 
waste that is produced after the actual spinning process. Soft waste includes 
cotton comber waste, card strips, lap waste, sliver waste, and roving waste. 
While not all soft wastes can be recycled for spinning, these soft wastes are 
all spinnable. They are subject to import quotas because their capacity to be 
spun means they could be substituted for raw cotton in producing certain 
products and could therefore interfere with U.S. cotton support programs. 

OVERVIEW OF THE WORLD COTrOH MARKET 

Cotton is grown on about 82 million acres of land in approximately 90 L 

countries. The six leading producers--India, China, the United States, the 
Soviet Union, Pakistan, and Brazil--accounted for 77 percent of total acreage 
in 1989. In terms of production, the United States ranks second, behind 
China, producing 12 million bales1 , or one-sixth of the world's total of 80 
mjllion bales in 1989; China, with 20 million bales, accounts for one-quarter 
of global production. The United States leads the world in cotton exports, 
with over one-fourth of the world's total. Major foreign competitors in the 
export market include the Soviet Union (one-seventh of total exports), 

1 A bale weighs 480 pounds, net weight. 
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Pakistan (one-tenth), Australia (6 percent) and China (3 percent) •. The U.S. 
cotton industry depends on the export market for about half of its offtake; 
the leading markets for U.S. cotton exports are the Far East (Japan, Korea, 
Taiwan, Indonesia, and Thailand) and Europe (West Germany and Italy). Much of 
the world's trade in cotton is subject to restrictions such as the U.S. import 
quotas, and export controls in some major producing countries, while trade in 
textiles and other cotton products is subject to the import controls imposed 
under the authority of the Multifiber Arrangement. 

The structure of the cotton industry varies considerably from country to 
country. In some, like China and the Soviet Unlon, the industry is 

.Government-run, while in others, like the United States, it is privately . 
operated. The level of technology, particularly in cotton harvesting, also 
varies widely, ranging from labor-intensive operations (as in the Soviet 
Union) to the most modern equipment (as in the United States). Foreign-grown 
cotton is generally similar to that grown in the United States, although some 
countries, mainly in Latin America, produce a short (less than 3/4 inch), 
coarse cotton, while some others, mainly in the Middle East, produce long, 
fine cotton fibers similar to American Pima. 

Competitive Conditions in the U.S. Industry and Market 

STRUCTURE OF THE FARMING SECTOR 

Cotton is grown on about 40,000 farms across 14 States. 2 Because cotton 
requires a long growing season with high temperatures, the farming sector is 
located in the South, Southwest, and West. Texas, California, and Mississippi 
are. the major producers, together accounting for about two-thirds of total 
U.S. production. Another fifth of the total is produced in Arizona, 
Louisiana, and Arkansas. American Pima cotton is grown mostly in New Mexico, 
California, and Texas. Farm size varies across these States, with the larger 
farms usually found in the West and the smaller farms located in the South and 
Southwest. The number of U.S. cotton farms has increased slightly since the 
early 1980's, while the average farm size (in acres) has declined, a reversal 
of the 1974-82 trend toward larger farms. 

There were in the 1987/88 crop year about 1,650 cotton gins in the 
United States, down by about one-sixth from approximately 2,000 gins in the 
1982/83 crop year. 3 More than half of these gins are located in three States, 

2 Harold Stults, et a,1., Cotton: Background for 1990 Farm Legislation, 
Commodity Economics Division, Econ~mic Research Service, U.S. Department of 
Agriculture, Staff Report No. AGES 89-42, p. 6. 
3 Cotton and Wool Situation and Outlook Yearbook, Commodity Economics 
Division, Economic Research Service, U.S. Department of Agriculture, August 
1989, table 13, p. 29. 
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.. 
Texas, Mississippi, and California, and the rest are scattered across the 
various other cotton-growing States. 

Trends in production 

Annual U.S. cotton production has fluctuated between 8 and 16 million 
bales during the last decade (table 5-1). The rapid increase in production 
during 1986-88, up by 5.7 million bales, or nearly 60 percent, was caused by 
two forces, an increase in the harvested acreage relative to planted acreage, 
and an increase in yield per acre. These factors, planted and harvested 
acreage and yield per acre, along with stocks held in inventory, are the 
principal determinants of annual cotton supply. The amount of planted acreage 
is driven by economic forces (as well as Government policies, described 
below); expected prices, which in turn are influenced by stocks held at the 
beginning of the year and other variables, determine how many acres farmers 
will plant. The acreage actually harvested, as well as the yield per 
harvested acre, are primarily affected by natural forces, such as climate, 
weather, pest infestations, plant diseases, etc. The following tabulation of 
USDA data shows the variation in recent years in both the amount of planted 
acreage actually harvested and in the yield per acre, which help explain the 
upward trend in production through 1988, as well as the projected decline in 
1989: 

Crop year 

1986 ••••••• 
1987 ••••••• 
1988 ••••••• 
19891 •••••• 

1 Estimate. 

Planted area 
------thousands 
10,045 
10,407 
12,510 
10,510 

Harvested area 
of acres------
8, 468 

10,035 
11, 943 
9,545 

Yield per acre 
--pounds--
552 
706 
619 
595 

Government farm-support programs are designed to help off set the various 
factors causing variations in cotton production (these programs are explained 
later in this chapter). Provisions in these programs influence both the 
planted acreage and the domestic price received by farmers; paradoxically, 
such programs can contribute to variations in production and in stocks, as 
when domestic support prices are set too high relative to prices in important 
export markets and, consequently, domestic stocks rise. 

STRUCTURE OF THE PROCESSING SECTOR 

The principal consumers of raw cotton are the spinning and weaving 
industries, which account for 85 percent of the U.S. market for raw cotton. 
The textile industry produces about three-quarters of the U.S. output of 
cotton yarn for its internal use mostly in weaving fabric; hence, this output 
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is generally referred to as "captive yarn production." The remaining quarter 
of domestic yarn output, known as "sales yarn," is produced by spinning firms 
primarily for marketing to the knitwear industry. 

Industry size 

The cotton textile industry is concentrated in the Southeast States of 
North Carolina, South Carolina, and Georgia. In 1987, there were nearly 300 
establishments in the cotton broadwoven fabric industry, plus more than 100 
establishments primarily producing cotton yarn. Weaving is highly 
concentrated, with over 40 percent of the output produced by the four largest 
firms. Spinning is believed to be less concentrated, although no data on 
industry concentration are available. 

Trends in production 

Figure 5-1 (using data from the U.S. Department of Conunerce) shows total 
production of cotton spun yarn during 1986-88~ · 

The increase in total yarn production in 1987 and 1988 over 1986 can 
probably be· attributed to a shl.ft in consumer pr~ferences toward natural 
fibers, particularly in knitwear~ where sales yarn production grew by more 
than 25 percent during. 1986~88. 

Fig. 5-1. Cotton spun yarn 
production 1986-BB 
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Cotton yarn and fabric production is influenced by many factors, 
including consumer demand for cotton products and other fashion trends, and 
the competitiveness of U.S. products in relation to imports. Consumer demand 
is shaped by price, quality, and service, and imports provide strong 
competition with domestic products, particularly in price. Increased labor 
productivity has enabled domestic producers to maintain price levels close to 
those of imported products; the domestic industry also competes with imports 
through service, such as short lead-times, and quality. 

Eigployment 

Employment in the spinning and weaving industries declined by about 6 
percent, from 124,000 to 117,000, between 1986 and 1988, a result partly of 
technological developments in yarn manufacturing. In modern U.S. mills, 
technological improvements have largely eliminated manual handling, from bale 
opening through carding sliver. Open-end spinning equipment, which operates 
at much higher speeds than standard ring spinning, has been installed for 
coarse and medium count yarns, allowing for both the elimination of the roving 
process and the rewinding of small yarn packages. Advances in weaving have 
similarly increased labor productivity. According to the International 
Textile Manufacturers Federation, U.S. labor costs as a share of total 
manufacturing costs for spun yarn.declined from 36 to 17 percent during 1985-
89, and for weaving, from 40 to 25 percent. p 

E:xports 

As noted, the export market is a valuable one for U.S. producers of raw 
cotton, absorbing anywhere from two-fifths to two-thirds of the industry's 
domestic production in recent years: 

Quantity (million bales) •••••.. 6.7 
Share of production (percent) •• 69 

6.6 
45 

1988 

6.3 
41 

1989 

7.8 
66 

Major markets for U.S. exports of raw cotton include Japan, Korea, and 
Taiwan, which together account for 50 to 60 percent of the total. Exports of 
cotton waste and other cotton products examined in this study are relatively 
small ($6 million in 1988), and are destined for the most part for Canada, the 
United Kingdom, and Mexico. 

Total U.S. exports of cotton yarn increased by 62 percent, to $22 
million, between 1986 and 1988, although this was more than offset by a 
decline in exports of cotton fabric of 9 percent, to $259 million, during the 
same period. Major export markets for cotton yarn are Canada and Mexico; for 
cotton fabric they are Canada and the United Kingdom. 
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GOVERHMEHT PROGRAMS AND POLICIES 

Cotton i.mport quotas 

-All imports of cotton except harsh or rough cotton having a staple 
length under 28.575 mm (3/4 inch) are subject to quota limitations pursuant to 
section 22 of the Agricultural Adjustment Act. Under the same authority, 
imports of card strips from cotton having a staple length of 1-3/16 inches or 
more, cotton comber waste, lap waste, sliver waste, roving waste, and cotton 
that has been processed but not spun are also subject to quotas. These quotas 
were established to prevent imports from interfering with the operations of 
the U.S. Department of Agriculture (USDA) price~support programs for cotton. 

The annual quotas for raw cotton are applicable to cotton in accordance 
with the staple length of the cotton fibers. These quotas are as follows (in 
kilograms: 

Description 

Cotton having a staple length under 28.575 nun 
(1-1/8 inches) in length, except harsh 
or rough cotton having a staple length 

Quota 

urider 19.0Smm (3/4 inch) •••••••••••• ~ ••••• 6,584,428 
Harsh or rough cotton white in color and 

having a staple length 29.36875 nun 
(1-5/32 inches) or more but under 
34.925 mm (1-3/8 inches)................... 680,388 

Other cotton having a staple length 
28.575 mm (1-1/8 inches) or more but 
under 34.935 mm (1-3/8 inches) ••••••••••••• 2,070,940 

Cotton having a staple length 34.925 nun 
(1-3/8 inches) or more ••••••••••••••••••• ~.17,958,074 

The quota amount shown for the first item, raw cotton under 28.575 nun in 
length, is the sum of 19 country-specific quotas. Of these, the quota for 
Mexico of 4,029,378 kilograms accounts for 61 percent of the total. Other 
sources with notable Shares are India and Pakistan together, with 14 percent; 
China, with 9 percent; Egypt and Sudan together, with 5 percent; Brazil, with 
4 percent; the Soviet Union, with 3 percent; and Peru, with 2 percent. The 
remaining one percent of the quota is divided among Argentina, Haiti, Ecuador, 
Honduras, Paraguay,. Colombia, Iraq, British East Africa, Indonesia and 
Netherlands New Guinea together, British West Indies (except Barbados, 
Bermuda, Jamaica, Trinidad and Tobago), Nigeria, and British West Africa 
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(except Nigeria and Ghana). For all other sources, including the United 
States, the quota is "None."4 

In addition to the above restrictions, imports of most spinnable cotton 
waste, including card strips, comber waste, lap waste, sliver waste, and 
roving waste, have been limited by country-specific quotas since September 20, 
1939. The total annual quota is 2,486,819 kilograms (5,482,509 pounds). 
Within this total, a minimum quota of 1,451,392 kilograms (3,199,770 pounds) 
is re~erved for certain cotton comber waste that results from the processing 
of cotton that has a staple length of 1-3/16 inches or more. The unreserved 
quota totalling 1,035,427 kilograms (2,282,739 pounds) can be filled on the 
country-specific basis by imports of any of the specified types of cotton 
waste including the comber waste covered by the reserve quota. 

The reserve quota for cotton comber waste is divided among seven 
countries with the United Kingdom having 1,307,392 kilograms, or 90 percent of 
the total. 5 France, the Netherlands, Switzerland, Belgium, Germany, and Italy 
each have an allocation of the remainder, none exceeding 5 rercent of the 
total. The unreserved quota is divided among 13 countries. The United 

4 Imports from the United States are given no quota to prevent arbitrage, 
i.e., the reimportation of U.S.-produced cotton that had previously been 
exported at more favorable-prices. 
5 The annual reserve quota for each country is shown in the following 
tabulation (in kilograms): 

Source Quota amount 

United Kingdom ••• 
France .......... . 
Netherlands •••••• 
Switzerland •••••• 
Belgiwn ......... . 
Germany • ••••••••• 
Italy •••••••••••• 

1,307,392 
68, 770 
20,636 
13,423 
11 ,660 
23,082 
6,429 

6 The individual country amounts are shown in the following tabulation (in 
kilograms): 

Source 

United Kingdom •.• 
Canada .......... . 
France . ......... . 
India and 

Pakistan ••••••• 
Netherlands •••••• 
Switzerland •••••• 
Belgium ......... . 
Japan . .......... . 
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Quota amount 

653,695 
108,721 
34,385 

31,582 
10,317 
6, 711 
5,830 

154,917 
(continued ••• ) 



Kingdom a~ain has the largest quota allocation of 653,695 kilograms, or 63 
percent. : Of': the remainder, Japan and Canada have the next largest shares of 
15 percent and 11 percent, respectively. France, India and Pakistan together, 
the Netherlands, Switzerland, Belgium, China, Egypt, .Cuba, Germany, and Italy 
share the remaining unreserved quota.- 'with none having more than 4 percent of . ., 
the total. 

A quota for cotton fibers that have been processed but not spun 
(primarily covering card laps, sliver, and roving) was established in 
September 1961. This global quota is 453 kilograms (1,000 pounds) annually. 

The quota year for .raw cotton under 28·.575 nun (1-1/8 inches) and for 
cotton waste begins on September 20, the date established by the initial 
proclamation in 1939. The quota year for all other raw cotton coincides with 
the cotton crop year, beginning on August 1, and the quota year for the 
processed cotton begins on September 11. The .quota years for raw cotton 
differ because the quotas for the longer length were at times suspended or 
modified. When the quotas were instituted in 1956, the authorizing 
legislation directed that the quota ·year conform with marketing practices, 
thus effecting the August 1 starting date. 

Domestic price-support and production adjustment7 

Since the 1930's, Government programs have attempted to. support cotton 
prices and adjust acreage to insure adequate income to farmers and adequate 
and steady supply of cotton to meet market needs. Under nornial market 
conditions, cotton comber waste and the other cotton wastes are not directly 
covered by the cotton support program. 

Farmers are assured a certain minimum price through nonrecourse loans 
and several types of direct payments. Farmers may·receive loans from the 
Commodity Credit Corporation (CCC) at the beginning of the planting season to 
cover costs of planting~ cultivating, and harvesting the crop. Direct 
payments can be made under provisions covering target prices and acreage 
diversion. Because of the differing market conditions for upland cotton and 
for extra-long-staple (ELS) cotton, the Government has separate program 

6 ( ••• continued) 
China . .......... . 
Egypt . ............ . 
Cuba . ........... . 
Germany •...•..•.. 
Italy ••••• ; •.•.•• 

7,857 
3,689 
2,968 

11,540 
.3,215 

7 Information for this section is principally from Economic Research Service, 
USDA, Cotton. Background for 1990 Farm Legislation; and Agricultural 
Stabilization and Conservation Service, USDA, "ASCS Conunodity.Fact Sheets, 
Upland Cotton and Extra Long Staple Cotton," June 1989. 
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provisions for each of these types of cotton. A farmer may receive benefits 
under more than one provision of the program. The program for upland cotton 
accounts for about 98 percent of annual U.S. cotton production. 

The following definitions apply to the main provisions of the USDA 
cotton program during recent years: 

Acreage reduction program (ARP).--This is a land retirement system 
in which farmers idle a portion of their base acreage of certain 
crops, including upland and ELS cotton. The base is the average 
of both the acreage planted for harvest and that considered to be 
planted for harvest during a specified preceding period. The 
latter includes any acreage not planted because of acreage 
reduction and diversion programs. Farmers are not given a direct 
payment for ARP participation, although they must participate to 
be eligible for benefits such as CCC loans and deficiency pay
ments. Participating producers are sometimes offered the option 

. of idling additional land under a paid diversion program, which 
gives them a specific payment for each idled acre. 

Offsetting compliance.--This condition concerns program require
ments when a farmer grows a subject crop on more than one farm. 
When an offsetting compliance program is in effect, a producer 
participating in a diversion or acreage reduction program on one 
farm must not· off set that reduction by overplanting the acreage 
base for that crop on another farm. 

Cross compliance.--This condition concerns program requirements 
when a farmer grows more than one subject crop on a single farm. 
When a full cross-compliance program is in effect, a producer 
participating in one connnodity program (for either wheat, feed 
grains, cotton, or rice) on a farm must also participate on that 
farm in all aspects of the other applicable connnodity programs. 
When a limited cross-compliance program is in effect, a producer 
participating in one connnodity program only must not plant in 
excess of the crop acreage base on that farm for any of the other 
program connnodities for which an acreage reduction program is in 
effect. 

Target price.--The target price is established yearly to be used 
as the basis for determining deficiency payments. Deficiency 
payments are a direct Government payment to participating 
producers if average prices received by farmers fall below the 
specified target price levels during the calendar year. Payment 
rates cannot exceed the difference between target prices and the 
CCC loan rate. 

Nonrecourse loan.--A loan received by a farm from the CCC at the 
beginning of the growing season to cover .costs of planting, 
cultivating, and harvesting the crop. Loans under the cotton 
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program are nonrecourse loans. To repay a nonrecourse loan, the 
farmer may pay back the full amount of the loan or alternatively 
deliver the cotton subject to the loan to the CCC. Such delivery 
constitutes full payment of the loan regardless of the current 
market value of the cotton. 

Marketing loan.--The marketing loan provides a loan repayment plan 
if the loan rate is not competitive on world markets. If the 
world·price of cotton, as determined by the Secretary of 
Agriculture, is below the loan rate, a loan repayment plan must be 
implemented. The Secretary chooses one of two alternative "market 
enhancement" plans for repayment of the loans. Under Plan A, the 
Secretary cah lower the producer repayment rate by up to 20 
percent, thus allowing farmers to redeem their crops ~nd sell them 
at a more competitive price. Under Plan A, the repayment level 
must be announced at the same time the Secretary announces the 
loan rate (by November 1) and cannot thereafter be changed. Under 
Plan B, repayment rates would vary periodically during the year to 
keep pace with world markets. The enabling legislation provides 
that for the 1987-90 crops, if the world price, adjusted to U.S. 
quality and location (adjusted world price), is below 80 percent 
of the basic loan rate, the Secretary may set a loan repayment 
level at any level between the adjusted world price (AWP) and 80 
percent of the.loan rate: Plan A was chosen for the 1986 crop, 
with a loan repayment rate equal to 80 percent of the basic loan 
rate for each quality of cotton. Plan B was selected for the 
1987-90 crops, although no payments were made under· this plan 
because the AWP was above the loan rate during this period. 

The concept of the marketing loan was an attempt to retain the basic 
cotton loan program, yet keep U.S. cotton competitive in world markets. Under 
this prograin, the USDA each week calculates and publishes an AWP. The AWP is 
the prevailing world market price of cotton adjusted to U.S. base quality and 
location. The procedure for establishing the weekly AWP is based on a 
specified formula developed by the USDA. Congress gave the Secretary of 
Agriculture discretionary authority to develop and modify this formula as 
deemed necessary to keep U.S. cotton competitive in world markets. 

Upland cotton program for the 1989/90 crop year 

To be eligible for target price protection payments and loans for the 
1989/90 upland cotton crop, farmers niust participate in a 25-percent acreage 
reduction program (acreage planted for harvest on a farm must be 25 percent 
below that farm's acreage base, the average of acres planted during the 
previous five years). In addition, a number of acres equal to one third of 
the planted acres must be devoted to approved conservation uses. Farmers who 
produce upland cotton on land in excess of the permitted acreage for a 
particular farm are ineligible for loans and payments on that farm. Cross-
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compliance requirements are also be in effect for.the 1989/90 crop. 
Offsetting compliance requirements do ~ot apply for this cr~p year. 

The 1989/90 loan rate is 50.0 cents per pound for strict low middling, 
1-1/16 inch cotton. This grade and staple length is used as the basis for 
establishing loan rates. Higher qualities receive loan premiums and generally 
higher market prices and lower qualities receive lower loan rates and lower 
prices. Cotton quality is based on characteristics that affect processing 
performance and the quality of the various end products. The seven most 
important factors used to judge cotton quality are fiber length, length 
uniformity, strength, fineness, maturity, color, and trash content. The loan 
period is 10 months, but this may be extended during the tenth month for 
another 8 months whenever the spot market price is 130 percent or less of the 
average for the previous 36 months. The Secretary of Agriculture will deter
mine weekly the AWP that will be used, if necessary, to adjust the loan repay
ment rate. During a week in which the AWP is lower than the 50.0-cent-per
pound loan rate, cotton producers may repay the 1989/90 upland cotton loans at 
the AWP in effect for that week. Eligible producers who do not receive CCC 
loans may receive deficiency payments for cotton sold, representing the 
difference between the higher of the average farm price or loan rate and the 
target price. The target price for 1989/90 is 73.4 cents per pound. Table 1 
shows data related to the upland cotton farm program for 1980/81-1989/90. 

ELS cotton pro2ram for the 1989/90 crop year 

Farmers producing ELS cotton must participate in the acreage reduction 
program to be eligible for target price protection and price support loans for 
the 1989/90 crop. To participate, farmers must reduce their acreage by at 
least 5 percent of their acreage base. This base is the average acreage 
planted to ELS cotton during 1985-87. Additionally, a number of acres equal 
to 5.26 percent of the planted acres must be devoted to approved conservation 
uses. ELS cotton is exempt from cross-compliance requirements, so farmers 
operating more than one farm are not required to participate on all farms. 

The loan level for ELS cotton for 1989/90 is 81.77 cents per pound and 
the target price is 96.70 cents per pound. The term of the loan is 10 months, 
and the loan may be extended for 8 months during the tenth month of the loan. 
If the average market price received by farmers during the first 8 months of 
the 1989/90 crop year is below the target price of 96.7 cents per pound, 
eligible producers will receive deficiency payments. These payments will be 
equal to the difference between the target price and the higher of the loan 
level or average market price. Table 5-2 shows data related to the ELS cotton 
farm program for 1980/81-1989/90. In recent years, particularly since the 
1985/86 crop, U.S.· production of ELS cotton has increased significantly, from 
155,000 bales to an estimated 636,000 bales in 1989/90. This increased 
production has been largely for the export market as traditional suppliers to 
this market such as Egypt and the Sudan have been unable to meet demand. 
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Payment limitations are imposed for participants in Government farm 
programs, including the upland and ELS cotton programs. The total of 
deficiency and diversion payments under the wheat, feed grain, cotton, and 
rice programs is limited to $50,·ooo per person. In addition, combined 
payments, including disaster payments, loan repayment gains, loan deficiency 
payments, inventory reduction payments, compensation for resource adjustment 
or public access for recreation, and diversion and deficiency payments, are 
limited to $250,000 per person. 

THE U.S. CO'ITOH MARKET 

Market profile 

The U.S. textile mill industry uses about 85 percent of U.S. cotton 
consumption to produce yarns and fabrics, as discussed in the previous section 
of this chapter. The remainder is used in a variety of products including 
wadding, batting, and medical, hygiene, and beauty products such as surgical 
sponges, absorbent pads, diapers,. sanitary napkins:, swabs, and cosmetic puffs. 
The yarns and fabrics produced by the textile mills are in turn used to 
produce end use products. The amount of cotton consumed in the manufacture of 
textile products in the United States. by end uses for 1986-88, as reported by 
the National Cotton Council, is shown in figure 5-2. 
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U.S. consumption of cotton in manufacturing increased from 7.4 million 
bales in 1986 to 7.9 million bales in 1988, as a result of the increasing 
consumer demand for products containing cotton, as shown by the increase in 
cotton in apparel and household uses, compared with the slight decline in 
industrial use of cotton. 

Price levels and trends 

A standard price for fibers consumed in U.S. mills is called the group B 
mill prices. This can be used to compare relative prices of all fibers 
delivered to mills in the Southeastern States. Group B cotton prices during 
1986-88, increased from 60.99 cents per pound in 1986 to 72.71 cents in 1987 
and declined to 69.00 cents in 1988. The ten-year average price during 1979-
88 was 72.77, and it ranged from 87.98 cents in 1980 to the 60.99 recorded in 
1986. These shifts in prices primarily r.eflect changes in overall U.S. cotton 
supply for the crop year beginning in August of the preceding calendar year. 
Changes in demand tend to have been less significant than changes is supply 
and also have a smaller impact on overall cotton prices. 

Imports 

Most imports of cotton are subject to quota limitations under section 22 
of the Agricultural Adjustment Act. During 1986-89, imports did not exceed 
3,000 bales annually. During 1979-88 cotton imports averaged 25,500 bales 
annually. The relatively low imports during 1986-88 occurred because global 
cotton prices were close to U.S. prices whereas in some years during the 10-
year period, world prices were lower than U.S. prices, making imports more 
competitive. Imports of the other products included in this chapter amounted 
to $139,000 in 1986, $158,000 in 1987, and $241,000 in 1988. No countries are 
significant sources of these imports. 

U.S. imports of cotton yarn and fabric have an indirect but substantial 
·impact on the U.S. cotton market. Such imports totaled $1 billion in 1988, of 
which fabric accounted for 98 percent. Domestically produced yarn and fabric 
compete not only against imported yarn and fabric but against imported 
apparel, since the apparel industry is the principal consumer of yarn and 
fabric. Trade in textile products is regulated by the Multifiber Arrangement, 
a program under the aegis of the General Agreement on Tariffs and Trade, under 
which bilateral agreements are made to limit trade in textiles and apparel. 
Thirteen of the 15 leading suppliers of U.S. imports of cotton fabric and 11 
of the top 15 yarn suppliers faced U.S. import quotas in 1988. 

Factors influencing demand 

The primary factor influencing demand for cotton in the U.S. market is 
the relative prices of compe~ing fibers at textile mills. Rayon and polyester 
staple fibers. are the fibers most substitutable for cotton in U.S. mills. To 
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.facilitate comparisons group B prices for these fibers are calculated at the· 
raw fiber equivalent, to compensate for the higher waste of cotton. These 
equivalent prices for 1986-88 are illustrated in figure 5-3. 

Fig. 5-3. Prices of competing fibers 
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The marketing of cotton begins when the cotton is moved from the field 
to the gin, and continues through warehousing, selling, and delivery to the 
purchaser. No one standard marketing flow exists for U.S. cotton, but it all 
passes through the same essential steps. 

Cotton is transferred from the field to the gin by truck. Usually the 
grower is responsible for this, but in some areas gins offer this service. At 
the gin, six processes are used to clean the cotton and prepare it for market. 
First the cotton is dried to increase the ginning efficiency. Dried cotton 
gives up more foreign matter and the ginned lint is smoother. Next the cotton 
is cleaned to remove burs, sticks, grass, stems, dirt, and sand. This 
improves the grade of the cotton, and thus increases its value. The 
extraction step follows. There the cotton is subjected to a machine similar 
to a card in a yarn mill, and smaller bits of trash are removed. Next the 
actual "ginning" takes place and the ~otton fibers, or lint, are separated 
from the cottonseed. The lint next goes to lint cleaners that remove any 
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remaining· leaf trash. motes, stems, and grass. Though this step reduces the . 
volume of the cotton by about 10 percent, it improves the quality and thus the 
price. Ideally, the weight loss will be offset by the increase in price. 
Last, the.cotton lint is compressed into a bale, covered with jute or 
polypropylene wrapping, and secured with metal ties. 

The standard weight for a bale of U.S. cotton is 480 pounds net weight. 
To produce this amount of cotton lint, about 1,800 pounds of harvested cotton 
are required. In addition to the bale of lint, this yields approximately 520 
pounds of trash, 20 pounds of motes, 70 pounds of linters, and 710 pounds of 
cottonseed. 

After ginning, the bales of cotton are transported to warehouses at 
which several crucial functions are performed. Upon arriving at the 
warehouse, the cotton bales are received for storage. Each bale is weighed, 
tagged, and sampled. (Sampling involves cutting into the bale and removing a 
sample of lint for use in determining the quality and other physical 
characteristics of the cotton.) After the sample is tagged, a negotiable 
warehouse receipt is issued for the cotton bale. The sample and receipt are 
sent to the owner of the cotton or, to a USDA classing office, a broker or 
merchant, or elsewhere. The negotiable warehouse receipt serves as proof of 
ownership of the cotton and as representing the actual bale described thereon. 

If needed, the warehouse will compress the bale to what is called 
"universal density"; this is equal to 28 pounds per cubic foot, and is the 
standard accepted for domestic and foreign shipping. This is not necessary 
when the bale was compressed to this density at the gin or if it is known that 
the cotton will be shipped to a nearby mill. As its name implies, storage is 
the chief function of the warehouse. The tagged and compressed bales are 
stacked for storage until the warehouse receives a request for shipping. When 
it receives a shipping request, the warehouse removes the designated bales 
from storage, arranges them in lots as requested, and loads them onto the 
truck or rail car for shipping. 

Before a bale of cotton can be sold, the sample that was drawn at the 
warehouse must be sent to the USDA classing office to be graded and to measure 
the staple length of the fibers in order to determine the value of the cotton 
and to identify the particular characteristics of the cotton in that bale. 
U.S. upland cotton is classified into 44 grades, and Pima into 10 grades. 
Grade is determined by trash content, color, and preparation, or smoothness to 
the lint as a result of the ginning process. Trash refers to the quantity and 
type of foreign matter in the cotton lint. Trash can include pieces of stems, 
leaf, dirt, and grass or oil, bagging and twine introduced during harvesting 
and subsequent handling. Cotton is normally white, but may become spotted or 
various shades of yellow or gray with age and exposure to weather. The amount 
of color deterioration affects the cotton's grade. Preparation of the cotton 
lint is judges by the size and amount of tangles of fibers ref erred to as naps 
and neps. Naps are large masses of fibers that generally result from ginning 
wet cotton, and neps are smaller clusters of fibers that look like small dots 
in the lint. 
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The staple length for a bale of cotton is the predominant length of the 
fibers. The USDA has established 31 official standards for staple length 
ranging from under 13/16 inch to over 1-3/4 inches. The length is measured in 
1/32 inch increments. Within this range of staple lengths, cotton is grouped 
into four categories. Short staple, refers to cotton under 1 inch in length, 
medium staple to cotton 1 inch to 1-1/4 inches, ordinary long staple (OLS) to 
cotton 1-1/4 to 1-3/8 inches, and extra long staple (ELS) or Pima to cotton 
over 1-3/8 inch. 

The classing off ice also determines other characteristics of the lint 
including fineness, maturity, strength, length uniformity, elongation (how 
much the fiber can be stretched), stickiness, nep count, and moisture content. 
The results of the classing are recorded on a card that is sent to the 
producer, the gin, or other authorized person. 

The actual selling of the cotton can be done in one of several ways. 
Most directly, the grower can sell it directly to a mill or other user. 
Merchant-shippers or marketing cooperatives handle most U.S. cotton. ·They 
usually take title' to the cotton from the farmer and are responsible for it 
until it is delivered to the domestic or foreign mill. .These organizations 
usually never see the actual bales of cotton as sales transactions are handled 
based on the information on the warehouse receipt and the classing card. 

Competitive Conditions in Foreign Cotton Industries 

FARMIHG 

Leading foreign producers and eXPorters 

Each of the world's leading producers of cotton, including the United 
States, restricts cotton imports, allowing them only to offset shortfalls in 
domestic production. Imports are permitted only to supplement domestic 
production, and in many countries exports are also controlled to ensure 

· adequate cotton supply for the domestic textile industry. As a result, all 
but one of the leading producers consume most of their production internally. 
The United States is the main exception, annually exporting approximately 50 
percent of its production. Data for world cotton production, consumption, 
exports, and imports during the most recent crop year, 1989/90, are presented 
in figure 5-4 (using data from Cotton; World Statistics (October 1989), 
International Cotton Advisory Conunittee). 
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Note.--Data do not account for stocks which, on a global basis, account for 
about 30 to 35 percent of annual production. 

Trends in production and trade 

Annual production of cotton in any one of the leading producing 
countries is dependent on several factors. In all countries, the Government 
is involved to varying degrees in influencing the level of cotton production. 
Internal demand for cotton both for direct domestic consumption and to produce 
textile products and apparel for export are factors influencing a country's 
production of cotton. Another factor affecting cotton production is 
competition with other crops. The effects of weather during the growing 
season can also significantly affect a country's cotton production for a 
specific year. Production of cotton by the leading sources and the world 
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total for the crop years 1986/87-1989/90 are shown in the following tabulation 
(in thousands of bales): 

Country 1986/87 1987/88 1988/89 1989/90 

China . .......... 16,261 19,500 19,093 18,649 
United States ••• 9,731 14,760 15,412 11,834 
Soviet Union •••• 12,217 11,331 13,517 11, 300 
India ........... 7,418 7,105 8,120 8,484 
Pakistan •••••••• 6,059 6,686 6,405 6,900 
Brazil . ......... 2,909 3,968 3,244 3,780 
Other ..........• 1S.82Z 17.06~ 19.038 18 I 778 

World ......... 70,422 81,215 84,829 79,725 

Demand by the global cotton market is important in determining 
production levels for those producing countries for which cotton exports are 
significant. Although the leading producers of cotton are also the leading 
consumers of cotton, most are also the leading exporters. Exports of the 
leading producers of cotton and for the world ~n 1986/87~1989/90 are shown in 
the following tabulation (in thousands of bales): 

Country 1986/87 . 1987 /88 1988/89 1989/90 

China . .......... 3,169 2,322 1,550 700 
United States.: •• ·6,984 6,582 6,250 . 7 ,000 
Soviet Union~ ••• · 2,419 3,458 3,800 3,600 
India . .......... 1,222 309 150 156 
Pakistan •••••••• 2,893 2,535 3,700 2,500 
Brazil . ........ ·. 304 595 150 760. 
Other . .......... · 10.019 0.ooQ 10.400 10. 7Q6. 

World ..•.....• 26, 710 23,801 26,000 26,222 

In addition to the countries in the preceding .tabulation, Australia is a 
major exporter of cotton, accounting for 1.5 million bales in 1989/90. 
Australia's production of cotton that year also was 1.5 million bales, and its 
recent annual consumption has been about 100,000 bales. 

A large share of these exports go to a second tier of cotton-consuming 
countries that are entirely dependent on imports. These countries are Japan, 
Korea, Taiwan, Italy, Thailand, and Hong Kong; together these six countries 
imported 11 million bales of cotton during 1989/90, or 42 percent of. world 
exports. 
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PROCESSING 

The world's leading consumers of cotton are also the major producers. 
These countries, however, strictly limit imports of cotton and therefore are 
not as significant in terms of global trade as the second tier of consuming 
countries, Japan, Korea, and Taiwan, who import virtually all of their cotton. 
Japan accounted for approximately 14 percent of world imports of raw cotton in 
crop year 1988/89, Korea accounted for 8 percent, and Taiwan, 
7 percent. · 

Production costs in the cotton spinning sector in recent years have been 
higher in Japan than those in Korea or the United States. The total cost of 
producing one kilogram of cotton yarn in 1989 in Japan was $3.04, compared 
with $2.60 to produce.the same yarn in the United States, and $2.46 in Korea. 
Raw cotton constituted the largest share of the production costs, accounting 
for 49 percent of total costs in Japan, 51 percent in the United States, and 
61 percent in Korea. The cost of cotton per kilogram of yarn produced was 
lowest in the United States at $1.33, compared with $1.50 in Japan and $1.49 
in Korea. Unlike the United States, Japan and Korea import virtually all of 
their cotton. Capital costs, including interest and depreciation, accounted 
for the next largest share of total costs, at 23 percent for Japan, 24 percent 
in the United States and 22 percent for Korea. Labor accounted for 16 percent 
of total costs in Japan, and 17 percent in the United States, compared with 
only 6 percent in Korea. 8 Similar data are not available for Taiwan. 
However, Taiwan's production costs are believed by U.S. industry sources to be 
slightly higher than those of Korea. 

Labor costs account for a larger share of total production costs in 
downstream products, such as fabric, and particularly apparel and other made
up goods. Production and trade in these downstream products affect the 
competitiveness of the spinning industry, since cotton yarn is used to 
manufacture fabric and made up articles. Hourly compensation costs in the 
apparel industry in Korea and Taiwan in 1988 were $1.62 and $2.09, 
respectively, compared with hourly rates of $6.49 in Japan and '$7.75 in the 
United States. 9 

Japan 

Japan's spinning industry consists of a few very large companies and 
many small companies. The textile industry is linked through a series of 
subcontracting arrangements, whereby a large company, such as a spinner, or a 
trading company, coJIDnissions various steps in the production process through 

8 1987 Production Cost Comparison, International Textile Manufacturers 
Federation, 1987, p. 16. 

9 Bureau of Labor Statistics, August 1989. 

5-19 



smaller firms. In 1984 1 there were 932 establishments in the entire spinning 
industry in Japan. 1° Cotton yarn accounted for 35 percent of total spun yarn 
production in 1984 1 in terms of quantity, and this ratio increased to 40 
percent by 1988. 11 Employment in the spinning industry totaled 59, 66 7 people 
in 1988 1 down considerably from 71 1 942 in 1986'. 12 · . 

Japan has had official government programs assisting the development of 
the textile industry since the 1950's. The government provides planning and 
financial assistance to small and medium-sized firms to make the industry more 
efficient through improved technology and increased vertical cooperation 
within the industry •13 

The spinning industry, like the rest of the textile industry in Japan, 
has been upgrading its production to higher-valued products. As a result. 
cotton yarn spinners have been shifting their production from carded yarn into 
combed yarn. particularly fine-count combed yarn, which requires long staple 
and relatively high quality cotton. Over 90 percent. of the cotton yarn 
produced in Japan is wholly of cotton. rather than blends. 

Production of cotton yarn totaled an estimated 1 billion pounds in 1988, 
up 4 percent from 1986 l~vels. 14 Exports of cotton yarn were small, relative 
to domestic production during 1986-88. In 1988, exports totaled 8 million 
pounds. accounting for less than 1 percent of domestic production .. The top . 
export market for cotton yarn in 198~ was Hong Kong, .accounting for 60 percent 
of total cotton yarn exports. Exports of downstream cotton products were 
considerably larger. Cotton fabric exports totaled 122 million pounds. The 
top three markets for these exports were Hong Kong (27 percent), the United 
States (12 percent). and Singapore (8 percent). 

The high value of the yen relative to the dollar and other major 
currencies has made Japan.'s textile products less competitive abroad. In 
addition. imports of yarn and other textile products into Japan have increased 
from low-cost neighboring Asian countries. These factors, combined with 
higher production costs. reportedly have resulted in lower profits for the 
industry in 1985 and 1986. 15 The increased demand for natural fibers however. 
combined with the production of higher-valued goods, has helped the cotton 

10 U.S. Global Competitiveness: The U.S. Textile Industry, The U.S. 
International Trade Commission, chapter 7, p.3. 
11 "Situation and Prospects in the Main Industrialized Countries," Comitextil, 
89/1-2, p. 153. 
12 Ibid. p. 161. 
13 U.S. Global Competitiveness: The U.S. Textile Industry, chapter 7, 
pp~ 12-14. 
14 World Cotton Statistics, The International Cotton Advisory Committee. 

15 The U.S. International Trade Commission. U.S. Global Competitiveness: The 
U.S. Textile Industry, p. 7-5. 
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~extile industry in Japan to remain competitive at the higher end of the 
market. 

The spinning industry in Korea is smaller and less sophisticated than 
that of Japan. Since 1960, the Government of Korea has been instrumental in 
the development of the textile industry. In 1986, the Goverrunent instituted a 
policy that designated certain industries, including the weaving industry, for 
rationalization. The program aimed at reducing the total number of textile 
firms, and the modernization of equipment and facilities, with the help of low 
interest, long-term loans. 16 

Higher labor costs, combined with the appreciation of the Korean won, 
and increased competition from neighboring low-cost textile suppliers, has 
forced the Korean textile industry to move into higher valued products. From 
1987 to 1988, labor costs in Korean won have increased by 23 percent. 17 In 
order to compete against lower cost producers, many cotton spinners are 
upgrading their product by moving from carded to combed yarns, mostly of 
medium counts. In general, the yarn is used in products sold at intermediate 
price points, compared with yarn produced in Japan, which is aimed at the top 
end of the market. 

Despite rising costs and increased foreign competition, the industry 
appears to be growing. There were 113;000 people employed by the entire 
spinning sector in 1987, up from 104,000 in 1985~ 18 Cotton yarn production 
increased by about 11 percent from 1986 to an estimated 1.3 billion pounds in 
1988. 19 

Korea's exports of cotton yarn increased by 9 percent from 1986 to 156 
million pounds in 1987. Jamaica was the largest export market, accounting for 
about one-half of Korea's total cotton yarn exports, followed by Canada at 30 
percent. Korea's cotton fabric exports were at about the same level in 1986 
and 1987 at 51 million pounds. 

· Taiwan 

There were 198 establishments engaged in spinning in Taiwan in 1986. 20 

Cotton yarn accounted for less than one-third of total yarn production in 

16 Tbe Asian Textile Qutlook 1988, Japan Textile News, 1987, p.42. 
17 U.S. Bureau of Labor Statistics, August 1989. 
18 "Annual Korean Textile Industry Report," United States Embassy, Seoul, 
Korea, December 19, 1988, p. 23 and December 17, 1987, p. 20. 
19.World Cotton Statistics, The International Cotton Advisory Co11Dnittee. 

20 "Cotton Spinning," Taiwan Textile Industry Survey Report, 1986. 
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1986. In addition, a large share of cotton yarn production is cotton/manmade~ 
fiber blends. Employment in the cotton textile sector, including spinning and 
weaving, was 52,766 persons in 1988, down 8 percent from the 1986 level. 21 

Production of cotton yarn increased by 19 percent from 1986 to 932 
million pounds in 1988. The increase was largely attributable to an increase 
in demand for cotton products at the retail level. In terms of value, 
production of all textile mill products, excluding manmade fibers, decreased 
by 7 percent to $8.9 billion. 22 

The spinning and weaving industries have invested heavily in new 
technology to increase productivity and to cut costs. Taiwan's textile 
industry has been under considerable pressure from lower~cost suppliers, such 
as Thailand and Malaysia. Rising labor costs and the appreciation of the NT 
dollar have particularly cut into the industry's competitiveness vis a vis 
foreign-suppliers. 

Despite an increase in production costs, Taiwan's exports of cotton yarn 
totaled 37.3 million pounds in 1987, up by 67 percent from 1986. Hong Kong 
was the largest market, accounting for 54.percent of Taiwan.'s cotton yarn 
exports, followed by Japan ( 11 percent) , and Canada (10 percent) • 

Competitive Conditions in ·Foreign Markets 

The world's leading producers of cotton are also the leading consumers. 
All of these countries strictly limit or prohibit imports of cotton except 
when needed to supplement domestic production. As a result of these protected 
markets, the global market for cotton in terms of actual trade is primarily 
the second tier of consuming countries that are essentially wholly dependent 
on imports to meet their needs •. Demand for cotton in these markets is 
dependent primarily on demand for downstream textile products and apparel 
containing cotton. Consumption of cotton by the leading cotton-importing 
countries during 1986-89 is shown in figure 5-5. 

Factors Affecting Competition in U.S. and Foreign Markets 

The leading world producers of cotton restrict or prohibit imports, 
essentially only allowing imports when needed to supplement domestic 
production. Additionally, many of the leading producers of cotton have 
restrictions controlling cotton exports. These controls are intended to 
ensure adequate supplies of cotton for the domestic textile industries in 

21 "Taiwan's Textile Industry, 1988," American Institute in Taiwan, September 
20, 1989, p. 18. 
22 Ibid., p. 1-18. 
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these countries. Through these export controls the amount of cotton available 
for the world export market can be markedly affected by these nonmarket 
forces. 

As stated earlier, the world market for cotton encompasses primarily 
those countries that conswne substantial amounts of cotton but do not have the 
climate favorable to growing cotton. In these markets, competition is based 
primarily on price. The relative prices of cotton from the exporting sources 
are based largely on the supply available for export within each country with 
world demand a factor affecting all prices for cotton traded on the global 
level. 

World prices of cotton are reported by the Liverpool (England) Cotton 
Service. These prices represent quoted prices to mills in Northern Europe and 
are quoted in U.S. dollars, delivered to Liverpool. Two summary indexes of 
these prices are issued weekly. The "A" index is the average of the 5 lowest 
of 10 prices quoted for Middling 1-3/32 inch cotton. The "B" index is the 
average of the three lowest of six prices quoted for coarse count cotton 
varying in staple length from 1" to 1-3/32". These prices are the best 
comparative prices for world cotton though it should be noted that they are 
price quotes and do not represent actual selling prices. 

Figure 5-6 shows average annual Liverpool prices for three quoted U.S. 
growths of cotton and the comparable index prices for the crop years 1986/87-
1988/89. 
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During these years, the quoted U.S. prices ranged from 1 cent under to 
7 cents over the index price. This margin is considered within the range that 
allows U.S. cotton to be competitive in world markets. As a consequence, 
foreign demand for U.S. cotton was reasonably strong and exports ranged 
between 6.3 and 6.7 million bales annually. When U.S. prices are 
significantly above world prices, exports decline. This most recently 
occurred during the 1985/86 crop year when U.S. quotes were 16 cents higher 
than both the A and B indexes and U.S. exports were 2.0 million bales. 
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Tbe Effect of U.S. Cotton Import Quotas on the Ability of 
the Cotton Inciustry to Compete in Domestic and Foreign Markets 

The quotas on imports of cotton enhance the U.S. industry's ability to 
compete in the domestic market. For those quotas that are country-specific, 
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many of the country allocations are too small to be conunercially useable. 
However, imports from sources with large allocations and imports for products 
with substantial global quotas have been negligible in recent years. Thus it 
would appear that U.S. cotton is and for several years has been competitively 
priced in the domestic market relative to those sources with access to this 
market. The adoption of the adjusted world price beginning with the 1986 
marketing year, described earlier in this chapter, largely eliminated 
-differences between U.S. and world cotton prices. However, even during prior 
years, when lower world prices could have led to imports of cotton, these 
largely did not occur and the cotton import quotas were not binding. The 
quotas are not known to have any effect on the ability of U.S. cotton to 
compete in the world market where price is the primary factor affecting 
purchases. 

Estimated Tariff Eguivalents of U.S. Cotton Import Quotas 

Tables 5-2 through 5-4 present estimated ad valorem and specific tariff 
equivalents for U.S. cotton import quotas. Tariff equivalents are calculated 
for the three most readily identifiable market segments of the cotton 
industry: "A" Index cotton, 23 "B" Index cotton, 24 and extra-long staple (ELS) 
cotton. "A" index type cotton accounts for just over half of world 
productibn and 40 percent of world cotton trade. "B" index type cotton 
accounts for 33 percent of world production and 35 percent of world cotton 
trade. ELS cotton accounts for 5.5 percent of world production and 5 percent 
of world cotton trade. 25 While substitution between type "A", type "B", and 
ELS cotton is possible, substitution is much more likely to occur between 
various grades within each of these general categories. 26 

The estimates of tariff equivalents are calculated using the price gap 
method, taking the specific tariff equivalent as the difference between the 
U.S. price and the world price (adjusted for insurance and transport costs). 
In the case of cotton, the price of U.S.-produced cotton sold in the United 
States is compared with the price of the same grade of U.S.-produced cotton 
sold in Northern Europe. This isolates the effect of the quota since 

23 The "A" Index is an unweighted average of the five least expensive world 
growths (spot c.i.f. Northern Europe) of high quality raw cotton similar to 
U.S. Memphis Territory middling 1-3/32 inch cotton. 
24 The "B" Index is an unweighted average of the. least expensive world 
growths (spot c.i.f. Northern Europe) of coarse quality raw cotton similar to 
U.S. Orleans/Texas strict low middling 1 inch cotton. 
25 The remaining world production is comprised of high-quality, long staple 
cotton. This staple length is not included in the A Index. However, long 
staple cotton is more highly substitutable with A Index cotton than with ELS 
cotton. 
26 The TSUS and HS nomenclatures do not concord well with three categories of 
cotton examined in this section. 
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reimportation of U.S.-p~oduced cotton is prohibited. Further, this. avoids 
confusing price differentials that are caused by differences between products 
with the effects of border measures. If we merely compared prices of domestic 
and f0,reign growths, part of the price gap could be attributed to differences 
in the physical characteristics of the product or differences in non-physical 
attributes such as differences in delivery time or the reliability of on-time 
delivery. 27 

The markets for cotton are highly developed. There are spot and futures 
markets for various cotton grades and staple lengths both at home and abroad. 
This study uses the c.i.f. price of U.S.-produced cotton quoted in Liverpool 
as the world price. 

Domestic U.S. prices are measured as the average spot quotes from the 
major markets for each grade. 28 The spot price of "A" Index type cotton, as 
represented by U.S. grade 3135, is the spot price reported in Memphis. The 
average spot price for U.S. "B" index type cotton, represented by U.S. grade 
4132, is the average of the spot prices in Memphis, Dallas, and Lubbock. 
Finally, the U.S. price for ELS cotton, American PIMA grade 3, is the average 
of the spot prices in Phoenix and El Paso. 

A range representing likely upper and lower bounds of the estimated 
tariff equivalents is reported in each table. The upper bound estimates are 
equal to the difference between the U.S. price-and the world price (net of 
marketing costs from the U.S. farm gate.) This price differential tends to 
overstate the tariff equivalent because transportation costs from a potential 
exporter of cotton to the U.S. are not included •. The transportation cost 
would drive a wedge between the farm gate price received abroad and the landed 
U.S. price. 

The lower bound estimates of the gap are reduced by the estimated 
shipping costs of potential suppliers to the U.S. market in the absence of a 
quota. Ideally, the lower bound estimate should be obtained by examining the 
difference between the U.S. domestic price and the quality-adjusted export 
price of potential suppliers plus shipping costs from that supplier to the 
United States. However, there are a large number of potential suppliers and 
it is extremely difficult to make the appropriate quality adjustments. The 
cost of shipping U.S. cotton to Europe was 17.45 cents per kilogram in 1986, 
15.48 cents in 1987 and 11.35 cents in 1988. These costs are used in calcu
lating the lower bounds of the tariff equivalent. 

27 It should be noted, however, that to the extent the United States competes 
with other suppliers in third markets, the quality-adjusted prices in the 
third market should be approximately equal. If U.S. shipping costs to the 
third market are similar to those of foreign competitors, the quality-adjusted 
export prices (f.o.b. export port) should also be approximately equal. 
28 The spot quotes are farmgate-level prices. 
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Estimates for tariff equivalents are subject to additional errors. 
First, actual marketing costs will differ from average marketing costs 
depending on location of production and shipment. Second, the average yearly 
tariff equivalent is actually an average over monthly fluctuations in reiative ·· 
prices. For example, a major change in the U.S. cotton program dramatically 
lowered cotton prices in August 1986. As a result, the high level of the 
tariff equivalent in 1986 is due largely to the high price differentials in 
the.first half of that year. In addition, unsystematic adjustments in the 
U.S. cotton programs during several months in 1987 and 1988 have alt~red the 
estimated tariff equivalents in thos~ years •. 
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Table 5-1 
U.S. cotton: Supply and apparent conswnption, crop years 1980-89 

Year 
begin
ning 
Aug. 1 

Area 
harvested 

Begin
ning 

Yield stocks Production 
1 .ooo. lbs./ 
acres acre 

1980 13,215 404 
1981 13,841 542 
1982 9,734 590 
1983 7,348 508 
1984 10,380 600 
1985 10,229 630 
1986 8,468 552 
1987 . 10,035 706 
19882 11,943 619 
19893 9.545 595 

--------------1.000 
3,000 . 11.122 
2,668 15,646 
6 ,632 11t963 
7,937 7,771 
2,775 12,982 
4,102 13,432 
9,348 9,731 
5,026 14.760 
5,771 15,411 
7 .500 11.834 

Imports Em>orts 
Apparent 
consumption1 

480-lb. bales----------------
27 5,926 5,555 
26 6,567 5,141 
20 5,207 5,471 

112 6,786 6,259 
24 6,215 5,464 
33 1,960 6,259 

3 6,684 7,372 
2 6,600 7,417 
3 6,250 7,435 
2 7.800 4 

1 Calculated as Beginning 
stocks. 

stocks + Production + Imports - Exports - Ending 

2 Estimated. 
3 Forecast. 
4 Not available. 

Source: Cotton and Hool Situation and Qutlook Yearbook, Commodity Economics 
Division. Economic Research Service. U.S. Department of Agriculture. August 
1989, table 1, p. 19. 
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Table 5-2 
Tariff equivalents for type "A" cotton, 1986-88 

Average Average 
price World Price 
c.i.f. Average Net of Average Average Tariff eguivalent4 

northern Marketing Marketing U.S. Specific 
Year ·· Europe1 Costs 2 Costs Price3 (price gap) Ad· vaioiem5 

(A) (B) (C=A-B) (D) (D-C) ( (D-C)+C) 
----------------------------cents per kilogram----------------- (percent) 

1986 
1987 
1988 

126.66 
163.67 

'152.60 

29.90 
27.93 
25.99 

97.76 
135.74 
126.61 

121.96 
146.67 

131.82 

1 Memphis territory, based on middling 1-3/32 inch cotton. 

7.19-24.67 
0.00-10.94 
0.00-5.20 

7-25 
0-8 
0-4 

2 Cotton marketing costs: U.S. average location to Northern Europe. These estimates, 
provided by the U.S. Department of Agriculture, include buying and selling, transportation, 
insurance, and financing. This estimate does not .include overhead. 
3 Grade 3135; spot price reported in Memphis. 
4 Range represents adjustments for shipping costs. See accompanying text for further 
explanation. 
5 As a percent of the world price net of marketing costs. 

Source: Cotton Outlook, Liverpool Cotton Services, Ltd.; and U.S. Department of Agriculture. 
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Table 5-3 
Tariff equivalents for type "B" cotton, 1986-1988 

Average Average 
price World Price 
c.i.f. Average Net of Average Average Tariff eguivalent4 

northern Marketing Marketing U.S. Specific 
Year Europe1 Costs2 Costs Price3 (price gap) Ad valorem5 

(A) (B) (C=A-B) (D) (D-C) ( (D-C)+C) 
----------------------------cents per kilogram-------------------- (percent) 

1986 
1987 
1988 

105.00 
151.17 
135.78 

·29.90 
27.93 
25.99 

75.4 
123.24 
109.79 

105.43 
151.17 
135.78 

1 Orleans/Texas, based on strict low middling 1 inch cotton. 

12.83-30.31 
0.00-8.40 
0.00-1.17 

17-40 
0-7 
0-7 

2 Cotton marketing costs: U.S. average location to Northern Europe. These estimates, 
provided by the U.S. Department of Agriculture, include buying and selling, transportation, 
insurance, and financing. This estimate does not include overhead. 
3 Grade 4132; average of spot prices in Memphis, Dallas, and Lubbock. 
4 Range represents adjustments for shipping costs. See accompanying text for further 
explanation. 
5 As a percent of the world price net of marketing costs. 

Source: Cotton Outlook, Liverpool Cotton Services, Ltd.; and U.S. Department of Agriculture. 
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Table 5-4 
Tariff equivalents for ELS cotton, 1986-1988 

Average Average 
price World Price 
c.i.f. Average Net of Average Average Tariff equivalent3 

northern Marketing Marketing U.S. Specific 
Year Europe1 Costs2 Costs Price1 (price gap) Ad valorem4 

(A) (B) (C=A-B) (D) (D-C) ((D-C)+C) 
----------------------------cents per kilogram---------------------(percent) 

1986 
1987 
1988 

239.75 
264.64 
356.71 

1 U.S. Pima G3. 

29.90 
. 27 ~ 93 
25.99 

210.30 
236.70 
330.72 

219.34 
210.60 
310.92 

0-9. 04. 
0.00 
0.00 

0-4 
0 
0 

2 Cotton marketing costs: U.S. average location to Northern Europe. These estimates, 
provided by the U.S. Department of Agriculture, include buying and selling, transportation, 
insurance, and financing. This estimate does not include overhead. 
3 Range represents adjustments for shipping costs. See accompanying text for further 
explanation. 
4 As a percent of the world price net of marketing costs. 

Source: Cotton Outlook, Liverpool Cotton Services, Ltd.; and U.S. Department of Agriculture. 





CHAPTER 6. DAIRY PRODUCTS 

Introduction 

Milk is important as a food product in all areas of the world, both in 
fluid form (for drinking purposes) and as the raw material from which dairy 
products are made. Whole fluid milk is a bulky, perishable product that is 
generally used near the area of production either for fluid consumption or for 
making dairy products. Products produced from milk, such as concentrated and 
dried milk, butter, and cheese, can be more readily transported for longer 
distances than whole milk. The products made from milk constitute nearly all 
of the world's trade in dairy p~oducts. 

In 1988, the European Conununity (EC) and the Soviet Union each produced 
about 25 percent of the world's production of milk; the United States produced 
about· 15 percent; Eastern Europe, 10 percent; India, 5 percent; and New 
Zealand and Australia combined, 3 percent. Transportation costs (as well as 
an adequate supply of animal feed) largely confine the location of dairy farms 
to areas relatively near the large population centers, the markets for milk 
for fluid consumption. 

A combination of government milk production control programs in the EC, 
the United States, and Canada (which resulted in reduced cow numbers), 
drought-related conditions in India and New Zealand, declining cow numbers in 
the Soviet Union (in an effort to increase per animal yields), and tight 
profit margins in Eastern Europe, resulted in a decline in world milk 
production in 1987. This decline is the first drop in such production since 
1981. Milk production in 1988 increased less than 0.5 percent above the 1987 
level. 

In view of these factors, particularly the government milk production 
control programs (that result largely from budgetary pressure in connection 
with domestic dairy price-support programs), there appears to be little 
potential to significantly expand world milk production or exports of dairy 
products in the next few years, especially if the EC continues to contain its 
production of milk. These constraints may be alleviated, however, by the 
combination of continued genetic improvements, the future use by dairy farmers 
of hormonal milk production stimulants, conunonly called bovine growth hormones 
(bGH), 1 generally low feed costs, and the higher level of dairy product prices 
that prevailed in the international dairy markets in late 1988 and 1989. 
However, according to the U.S. Department of Agriculture (USDA), the effects 
of bGH on the U.S. dairy industry will depend on the effectiveness of the 

1 According to the USDA, the U.S. Food and Drug Administration may approve the 
sale of bGH to dairy farmers in the early 1990's. Sale of the hormone has not 
been approved in the EC.; it is reportedly used on a somewhat limited basis in 
the U.S.S.R., Hungary, and South Africa. 
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technology, its rate of adoption, and the level of government dairy.price 
support expenditures. 

The cost of milk--the most significant cost in the production of dairy 
products--is relatively constant across countries in the northern hemisphere, 
and lower in the southern hemisphere. As will be seen later in this chapter, 
New Zealand is, by far, the lowest-cost milk producer; Australia and, to a 
lesser degree, Ireland are also low-cost producers •. With their favorable 
climates, New Zealand and Australia enjoy long pasture grazing periods; hence, 
their feed costs (the most significant cost of milk production in most 
countries) are extremely low compared with competitors such as the United 
States and the EC. As a result of their cost advantage, these countries-
particularly New Zealand--appear to provide less protection to their dairy 
farniers than other countries. Although New Zealand and Australia together 
produce only 3 percent of the world's output of milk, a large part of their 
dairy produce is exported. 

Competitive Conditions in the U.S. Industry and Market 

IHDUSTRY STRUCTURE OF U.S. DAIRY FARMING 

There were about 221,000 U.S. dairy farms in 1988, employing about 
680,000 people. Although every State produces some milk, five States 
(Wisconsin, California, New York, Minnesota, and Pennsylvania) produced about 
half of the nation's total milk supply during 1986-88. 

Diversification by dairy farms is limited. The USDA recently reported 
that more than 60 percent of U.S. dairy farms selling milk and dairy livestock 
received 90 percent or more of their gross farm income from the sales of such 
products; another 23 percent of such farms received 70 to 89 percent of their 
income from such sales. However, the cooperative system has allowed farmers 
to integrate vertically downstream into milk processing and marketing. 

Over the past few decades, U.S. dairy farms have benefited from 
technological advances arising from extensive applications of Federal and 
State Government-sponsored research and development. For example, dairy farms 
have become highly automated in areas such as feed production and feeding, 
milking, and milk handling, including transportation. Computers have found 
application in accounting and determining optimal feed-uses. Genetic 
improvements have been vigorously applied. 
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Trends in the quantity and value of the U.S. production of milk during 
1986-88 are shown in the following.tabulation of USDA data: 

Quantity 
(Million 
pounds) 

1986.~ ••••• 143,381 
1987 ••.•••• 142,557 
1988 .•••••• 145,527 

Value 
(Thousand·. 
dollars) · 

18,058,057 
17,997,274 
17,947,096 

About 60 percent of the total milk supply is used in ~nufactured dairy 
products: virtually all of the remainder is used in fluid products. 

The factors affecting milk production include the number of cows being 
milked, output per cow, variable expenses such as the costs of feed, and · 
prices received for milk, which are largely influenced by the support prices 
of the U.S. Department of Agriculture, particularly during periods of surplus 
supply. The average number of milk cows in the United States has d·eclined 
slightly in recent years, to about 10.2 million head in 1988. However, annual 
milk output per cow increased to 14.2 thousand pounds in 1988, up from 13.2 
thousand pounds in 1986, an 8-percent rise in productivity. 

The United States exports little or no fluid milk, because ~~ipping 
costs are high and because most countries have complex import restrictions and 
health and sanitary regulations which increase costs to the exporter. 

The annual gross value of all milk produced in the United States 
averaged about $18 billion during 1986-88. On a unit-value basis, the gross 
value of production during this period, the total economic costs thereof, and 
the residual returns to management and risk, are shown in the following 
tabulation: 

Gross value of production ••.•••••• 
Total economic costs of 

production . .................... . 
Residual returns to manage-

ment and risk ............. e••••• 

.1.2.8.2 illl ilia 
--dollars per hundredweight---
$13. 49 $13.69 $13.48 

11.99 11.79 13.16 

1.50 1.90 .32 

Source: Economic Research Service, U.S. Department of Agriculture, 
Costs of Producing Milk, 1975-88. 

Variable cash expenses (62 percent to 67 percent which consisted of feed 
costs) account for about two-thirds of the total economic costs of producing 
milk. Changes in the cost of feed are probably the inajor factor influencing 
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·the returns to managemen1;' and risk in milk production; output prices, as 
discussed below, are largely controlled by Federal and State Governments, and 
are therefore more stable than input costs. 

INDUSTRY STRUCTURE OF U.S. DAIRY PRODUCT PROCESSING . ' 

Number and location of producers 

There were about 1,850 dairy plants manufacturing one or more dairy 
products in 1988, employing abcut 140,000 persons. ·About 150 establishments 
have exited the indus~ry :ln.recent.years~ the result of mergers, acquisitions, 
and the closing of obsolete facilities. Figure 6-1 shows the number of 
producers in e~cl'). of the pr.~pcipal milk-producing States during 1986-88: 

Fig .. 5_:.1. Dairy producers 
· number and location 40Q ...,..,_..~~~~~~~~~~~~~~~~~~~~~~~~~~~~--. 
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A ·nu,mbe+ of large U.S. dairy processors produ~e a wide array of· food and 
nonfood products. Some of these firms are among the world's largest 
multinationals ·and, therefo~e, widely diversified. ~ome milk and dairy 
product processors (niainly farmer-owned cooperatives, such as Land O'Lakes) 
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are vertically integrated upstream into milk production, while others (such as 
Borden's and Carnation) are not involved with the production of raw milk. 

Trends in production during 1986-88 

The gross value of U.S. shipments of dairy products reached $40 billion 
in 1988. The more important U.S.-produced products are shown in the following 
tabulation: 

Year 

1986 •••• 
1987 •••• 
1988 •••• 

Butter 
Hill ism 
pQunds 

1,202 
1,104 
1.208 

Ice cream 

Hilli2n 
dollars 

1,822 
1,636 
1.379 

Hillion Million 
gallons dollars 

1986 ••••• 924 
1987..... 928 
1988..... 882 . 

3,922 
3,969 
3,898 

Cheese1 

HilliQn Million 
pounds dollars 

6,179 10,653 
6,290 11,640 
6.510 11.945 

Fluid milk 
Million Million 
pounds dollars 

. 52,636 
53,434 
54,450 

16,209 
16,544 
16,662 

1Includes creamed and lowfat cottage cheese. 
2Includes nonfat dry milk. 

Condensed 
· evaporated 
milk2 

Hill ion HilliQn 
pounds dollars 

2,457 5,384 
2,281 5,675 
2.236 5.979 

Source: Production data compiled from official statistics of the U.S. 
Department of Agriculture; value data compiled from official statistics of the 
U.S. Department of Conunerce. 

Growing demand in recent years for cheese·and low-fat products (including low
fat fluid milk and yogurt) was the main factor affecting the production levels 
shown above. 

;Exports 

U.S. exports of dairy products exceeded $400 million in 1988. Exports 
have accounted for a small part of production (less than 4 percent) for many 
years, consisting mostly of donations or concessional sales of nonfat dry 
milk. (In late 1988, however, some cormnercial sales of nonfat dry milk were 
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made as world supplies of milk powder dwindled and prices rose to levels above 
the U.S. support price.) 

THE U.S. MARKET FOR DAIRY PRODUCTS 

The principal U.S. markets for dairy products include households, 
restaurants and other institutions, producers of foods such as pizzas, and the 
USDA's Collimodity Credit Corporation (CCC) (for direct Government purchases of 
certain dairy products in order to maintain dairy support programs). 

Apparent consumption of dairy products increased from $38 billion in 
1986 to $40 billion in 1988, or about 5 percent. Most of the increase came 
from greater consumption of cheese and lowfat milk. Rising consumer incomes 
and declining prices for dairy products relative to other foods caused most of 
the increase in consumption. Advertising and promotion, concern about health 
and nutrition, changes in demographics, and government donations were smaller 
factors, according to the USDA, compared with the effects of changes in 
relative prices· and incomes. 

The value of U.S. imports of dairy products declined from $416 million 
in 1986 to $385 in 1988, or about.7 percent. This decline largely reflected a 
drop in the quantity and value of imports of cheese, the product that accounts 
for about 94 percent of the value of total imports. About half of the imports 
of cheese come from the EC. The USDA reported that as international prices 
for dairy products increased dramatically in 1988, U.S. interest in foreign 
manufactured dairy products declined. 

Nearly half of the nation's milk supply is used to make butter and 
cheese. About 30 percent of the butter is c·onsumed at home and 70 percent is 
consumed in away-from-home markets and in conunercial food processing. About 
40 percent of the U.S. cheese consumption is at home; 40 percent is consumed 
away-from~home and the remainder is used as an ingredient in processed foods. 

Dairy products have faced increasing competition from non-dairy products 
in several uses. Notable shifts in demand for dairy products include the 
growing substitution of margarine for butter; by 1988, per-capita conswilption 
of margarine (10.9 pounds) had more than doubled that of butter (4.6 pounds). 
Vegetable oil-based coffee whiteners and whipped toppings have increasingly 
replaced cream, while vegetable oil-based imitation milk has made only a 
slight inroad into the fluid milk market. Imported casein has increasingly 
been substituted for domestic dairy products, particularly nonfat dry milk, in 
a number of human foods (most importantly imitation cheese), and in a number 
of feed formulations. The use of casein has been of particular concern to the 
dairy sector. Casein has not been produced in the United States since the 
early 1950's. After the USDA price-support program was established for· milk, 
U.S. butter and powder producers realized greater returns from drying their 
skinuned milk into nonfat dry milk and selling it to the CCC, than from 
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processing it into casein. Therefore, U.S. production of casein has ceased 
and domestic supplies have since been furnished from imports. 

GOVERHHENT INVOLVEMENT IN THE U • S. DAIRY INDUSTRY 

Milk is marketed in the United States under a complex of Federal, State, 
and local laws and regulations. The marketing of milk and dairy products also 
becomes involved with domestic and international food aid. The two major 
Federal programs affecting U.S. milk and dairy products marketing are the 
Federal Milk Marketing Orders, provided for under the Agriculture Marketing 
Agreement Act of 1937, as amended, and the dairy price-support program, 
established under the Agricultural Act of 1949, as amended. 

Milk marketing 

The Federal Milk Marketing Orders and the Dairy Price-Support Program 
are the primary price determination mechanisms in the dairy sector. Under the 
Federal Milk Marketing Orders Gra~e A milk for fluid consumpt1on (beverage 
purposes) is designated as Class I, such milk, which has the f1rst call on the 
nation's supply of milk, sells at a premium price. Grade A milk for semi
perishable products such as cream, ice cream, cottage cheese, _and yogurt is 
designated as Class ~I milk and sells at a lower price than Class I milk, but 
higher than Class III milk. Class III milk is Grade A milk used for storable 
manufactured products (butter, cheese and nonfat dry milk); it is priced at 
levels near the Grade B price of milk in Minnesota and Wisconsin--known as the 
M-W price. 

/ 

As required by law, the CCC sets purchase prices for butter, Cheddar 
cheese, and nonfat dry milk in order to support the price of milk. Most of 
the milk produced in the area where the M-W price series is set is used to 
manufacture those three products. Because the M-W price is used as a base for 
Grade A milk, the dairy price support program influences the price of all milk 
produced in the United States. 

The basic provisions of the Agriculture Act of 1949 required that the 
price of milk to producers (farmers) be supported at such levels between 75 
percent and 90 percent of parity2 so as to ensure an adequate $Upply of milk, 
reflect changes in the costs of production, and ensure a level.of farm income 
to maintain productive capacity sufficient to meet future needs. Since 
October 2, 1981, however, the support price has been established by the 
Congress at specific price levels, rather than at parity levels. The Food 
Security Act of 1985 amended the Agriculture Act of 1949 so as to support the 
price at $11. 65 per cwt ·cthe level established on July 1, 198~.) for calendar 

2 Parity, as defined in legislation adopted in the 1930s, are those prices 
which give farm products the same purchasing power with respect to articles 
farmers buy as they had in 1910-14. 
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:year (CY) 1986, $11.35 per cwt for the period January - September 30, 1987, 
and $11.10 per cwt for the period October 1, 1987 through December 31, 1990. 

The 1985 Act further required that on January 1 of 1988, 1989, and 1990, 
the Secretary of Agriculture shall reduce the support price 50 cents per cwt 
if net CY price-support purchases are projected to exceed 5.0 billion pounds 
of milk equivalent, or increase the support price 50 cents per cwt if such 

··-purchases are projected· at not more than 2. 5 billion pounds. On January 1, 
1988, the support level was reduced to $10.60 per cwt, as it had been 
estimated that net purchases would exceed 5.0.billion pounds of milk 
equivalent during that year. The Disaster Assistance Act of 1988 (P.L. 100-
387) further amended the 1949 Act by deleting the authority of the Secretary 
of Agriculture to reduce the price support level for milk on January 1, 1989. 
Rather, the Act provided for a temporary increase in the support price--50 
cents per cwt, or to $11.10 per cwt--during April 1, 1988 through June 30, 
1989. On July 1, 1989, the support price reverted to $10.60 per cwt. 

The Food Security Act of 1985 contained a number of provisions for 
achieving a reduction in the U.S. production of milk and a reduced level of 
expenditures by the CCC in order to support the price of milk as required by 
law. For example, under the provision for a milk production termination 
program, about 14,000 dairy farmers who marketed 12.3 billion pounds of milk 
in CY 1985 entered into contracts with the CCC between April 1, 1986, and 
September 30, 1987, to dispose of their entire'-aairy herds and terminate any 
interest they had in the production of milk or dairy cattle for a period of 5 
years. .About 1. 62 million dairy cattle were slaughtered or exported under 
this termination program. According to a report of the U.-S. General 
~ccounting Office (GAO), the dairy termination program will reduce U.S. 
production of milk from 1986 through 1990 by 39.4 billion pounds below that 
which would have occurred without the program. GAO also concluded that the 
reduc~ion in purchases of surplus dairy products by the CCC will lead to an 
estimated net savings· of $2.4 billion in Federal dairy price-support 
expenditures for fiscal years 1986 through 1990. 

State regulations 

In January 1986, 29 States had some form of milk marketing regulations. 
Most State regulations involve_ fixing milk prices at the' producer, wholesale, 
or fetail levels. A number of States license milk processors and 
distributors, regulate unfair trade practices, stipulate procedures for 
product dating, and identify standards for sanitation. About 14 States 
regulate producer milk· prices. Noted among these are the California 
regulations. About 13 percent of the U.S. milk output is produced in 
California. That State, which has regulated its milk pricing since 1935, has 
the most significant State-regulated milk pricing and marketing system in the 
country. A State adopted formula determines fluid milk prices based on the 
cost of production, dairy product prices, and consumer expenditures. Each 
eligible Grade A milk producer has a production base and pool quota determined 
by the producer's historical share of the State's fluid milk market. The base 
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and quota can be bought and sold without arbitrary restrictions by a third 
party. New producers and those ~ho expand production and are not covered by 
the quota receive a price which is running ~bout 75 ·cents per cwt lower than 
the Minnesota-Wisconsin Grade B price. 

Iraport duties. guotas. and restraints 

The rates of duty on U.S. imports of dairy products range from free to 
25 percent ad valorem. They average about 10 percent ad valorem, based on the 
average duty rate weighted by the value of 1987 imports. 

U.S. imports of fluid milk products are prohibited unless they are 
accompanied by a valid permit issued by the Secretary of Health and Human 
Services under the provisions of the Federal Import Milk Act of 1927. The 
only permit in effect is one issued to New Zealand to ship frozen fluid cream 

- to the United States. Also, imports of certain dairy products such as dried 
milk from countries or areas which have not been declared free of rinderpest~ 
and foot-and-mouth diseases by the U.S. Secretary of Agriculture are subject 
to regulations of the Animal and Plant Health Inspection Services (APHIS) of 
the USDA. Imports from countries or areas not declared free of the diseases, 
as well as products made from such imports, are not to be use4 in animal feed 
in the United States, except unde~ limited circumstances provided for in APHIS 
regulations. However, imports from such countries may be used-in human foods 
in the United States because the virus is not injurious to human health. Such 
imports may also be used for industrial purposes. 

Since mid-1953, quotas have been imposed under the provisions of section 
22 of the Agricultural Adjustment Act, as amended, on virtually all imports of 
articles derived from cow's milk, except casein and soft-ripened cows' milk 
cheese, that normally enter international trade. The quotas have been imposed -
in order to protect the USDA price-support programs for milk, as well as the 
products produced therefrom, from import interference or threat of such 
interference. These quotas-, provided for in subchapter IV of chapter 99 of 
the HTS and shown in appendix D_, limit imports of quota products to a quantity 
equal to about 1.7 percent. of the U.S. production of milk. While the 
quantities of some individual ~~iry products permitted under the quotas are 
very small, compared with U.S. 'production of the re spec ti ve products, the 
quantities permitted for cert_ain others are large. The quantities specified 
in the existing quotas for butter and dried milk products, for example, are 
infinitesimal compared with the domestic production of these products; in 
contrast, the quota on blue-mold cheese is equivalent to about 16 percent of 
production, and the quota on Edam and Gouda cheeses is larger than domestic 
production. 

In recent years, the import quotas have been substantially filled. In 
terms of milk equivalent, the maximum quantity of dairy products that 
currently can be imported under the quotas is 2.2 billion pounds. During 
1986-88, the equivalent of imports of all dairy products declined from 1.9 to 
1.6 percent of the production of milk. 
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Most of the section 22 quotas. on dairy products are allocated country
by-country and are administered by the USDA through a system of import 
licenses. Imports of most dairy products under quota are subject to the 
licensing procedure. The quotas for the products not subject to licensing 
procedures are administered by the Customs Service on a first-come, first
serve basis. Imports of dairy products subject to quotas and licensed by the 
USDA may be entered only by, or for the account of, a licensed person or firm, 
and only in accordance with the terms of the license. Licenses usually 
authorize a particular firm to enter designated quantities of a dairy product 
from a designated country through a specified: port of entry. 3 

Coropetitiye Conditions In Foreign Dairy Industries 

While milk and dairy products are produced in nearly every part of the 
world, the U.S.industry's major competitors are New Zealand, Australia, the 
European Conununity (EC), and Canada. Canada is important because of its 
proximity to the U.S. market rather than its size. These four producers 
account for about 30 percent of world milk production and about 75 percent of 
world exports of dairy products. On average, they account for an estimated 60 
percent of U.S •. imports of dairy products. This section provides a 
description of these industries and the reasons for their competitiveness in 
world markets. 

Farming 

Despite its relatively small size, New Zealand has historically been one 
of the most important producers of milk and milk products in the world. With 
its moderate year-round temperatures and high-quality pasture feeding, New 
Zealand has the lowest estimated ave~age cost of milk production of any · 
country. The remoteness of the grazing lands from population centers helps to 

·reduce land, feed, and grazing costs. In'addition, New Zealanders have been 
specializing in dairy production for many years and through much research have 
developed an efficient management and distribution system. 

In 1986 (the latest available year), there were about 14,000 dairy farms 
in New Zealand, employing about 35,000 persons. Most (over 90 percent) of the 
farms produce "factory" milk for use in processed dairy products; the rest 
produce "town ... or fluid milk. 

3 The administrative regulations established by the USDA are published in 7 
CFR 6. 
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Milk production in New Zealand is primarily pasture-based and therefore 
subject to unseasonal, adverse weather conditions. In 1987, a drought caused 
milk production to decline somewhat, although it rebounded in 1988. Wet 
spring conditions affected cow conception rates in parts of the North Island 
and forced the New Zealand Dairy Board to adjust its production estimates 
downward for 1989 by about 32,000 metric tons. The tabulation below 
summarizes the country's production data at the farm level during 1986-88: 

Milk production No. of 
dairy cows 
(1,000 
animals) 

Manufacturing grade Town milk Total 1 

-------------(million liters)------------

1986 •••••••••• 2,1602 

1987 •••••••••• 2,270 
1988 •••••••.•• 2,167 

7,326 
6,440 
6,907 

674 
629 
6442 

1 Because of rounding, figures may not add to totals shown. 
2 Estimate. 

7,987 
7,073 
7,551 

Source: New Zealand Dairy Board, reported in Situation and Outlook for New 
Zealand Agriculture (1989), Wellington, New Zealand. 

Most of New Zealand's milk production is processed into dairy products-
mainly butter, cheese, nonfat dry milk, and casein--the bulk of which is 
exported. 

Figure 6-2 illustrates total gross income, total expenditures, net farm 
income, and real net income for the average New Zealand factory supply dairy 
farm (including milk and cream suppliers) during 1986-88 (in New Zealand 
dollars): Fig. 6-2. New Zealand dairy farm 
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Net income for ·New Zealand dairy farms rose by over NZ$2,000, or by 8 percent, 
during 1986-88. After adjusting for inflation, however, net income actually · 
fell by NZ$5,246, or by 16 percent. Although an increase in world prices (as 
a result of reduced surpluses in the United States and the EC) has helped New 
Zealand dairy farmers to maintain total gross income, the drought, a wet 
spring, and poor cow conditions in 1988 are still causing some financial 
problems. 

Processing 

There are currently 24 co-operative dairy companies producing processed 
dairy products from around 50 different factories. On an annual basis, these 
factories convert around 7 million metric tons of milk into approximately 
800,000 metric tons of dairy products. Most of these firms are located in the 
North Island, where over 90 percent of the country's supply of milkfat is 
processed. 

There are 4 major product groupings manufactured from liquid whole milk 
by New Zealand's dairy factories: cheese; milk powders (made from skim and 
whole milk, and buttermilk); cream products (butter, anhydrous milkfat, and 
ghee); and protein products (lactose, casein, and caseinates). The following 
tabulation swmnarizes the country's production of these items during 1986-88 
(in 1,000 metric tons): 

Hilk pQwders Ci;:~am products·. Protein 
Cheese Skim milk 1/ Other Butter Other pi;:oducts 

1986 ••. 127,269 186,739 292,391 275,747 22,521 89,142 
1987 ••• 113,250 148,914 179,769 223,558 23,457 76,250 
1988 ••• 128,414 171, 109 198,188 241,912 30,912 81, 909 

l/ Equivalent to nonfat dry milk. 

Source: New Zealand Dairy Board, reported in Situation and Outlook for New 
Zealand Agriculture (1989), Wellington, New Zealand. 

Production in almost all product groups declined during 1986-88, most 
likely owing to the drought in the primary dairy farming regions in 1987. 
Trade sources indicate that the country has fully recovered from the drop in 
output but that recent (November 1989) industry strikes have caused 
disruptions in production and overseas deliveries. 

The New Zealand dairy industry is heavily dependent on the world market; 
exports are equivalent to nearly 90 percent, by value, of domestic output of 
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processed dairy products and about one-quarter of total agricultural exports. 4 

The combined effects of a heavy dependence on exports and a relative lack of · 
public financial support make the dairy sertor particularly susceptible to the 
farm policies of other countries and to sudden swings in world prices. 

Figure 6-3. which is based on USDA.data. shows the trends in New 
Zealand's exports of the major dairy products during 1986-88 (in 1.000 metric 
tons): 

Fig. 6-3. Dairy product exports 
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' 4 New Zealand Official Yearbook. 1988-89. 93'rd Annual Edition. Department of 
·Statistics. Wellington, New Zealand. 
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Butter is New Zealand's principal dairy export, representing 
approximately 40 percent of all dairy exports in 1988. The major export 
markets are, for butter, the United Kingdom and the Soviet Union; for nonfat 
dry milk, Southeast Asia, and Central and South America; and, for cheese and 
casein products, the United States, Japan, and the EC. The New Zealand Dairy 
Board, which is charged with marketing the country's dairy exports, has 
reportedly been aiming at diversifying its export markets; however, this 
policy has been frustrated by the small number of international markets that 
are free of import restrictions for dairy products. 

The following tabulation shows cost trends in New Zealand dollars in 
certain key areas (unit costs per kilogram of milkfat: indexed by base year 
1976•100): 

12.M illI .l.2aa 

Milk tanker collection costs ••••••••• NZ$2.691 NZ$3.187 NZ$3.298 
Manufacturing costs 

Cheese • •••••••••••••••••••••••••••• 2. 778 2.804 2.934 
Butter . ............................ 3.186 3.438 3.199 

Freight on butter (from New Zealand 
to the United Kingdom) ••••••••••••• 1.862' 1.539 1.477 

Source: New Zealand Dairy Board, Situation and Qutlook for New Zealand 
Aariculture. 1989, Wellington, New Zeal.and. 

The cost of manufacturing cheese increased by about 6 percent, and butter 
less than 1 percent, during 1986-88. Milk tanker collection costs per 
kilogram of milkfat rose by about 23 percent, possibly due to the fact that 
total production of milk and milkfat declined during the 1987/88 season, which 
raised the costs of collection per unit. Freight costs on butter decreased by 
about 21 percent. 

Qovermnent proirams and policies 

New Zealand's milk policy is the responsibility of the New Zealand Dairy 
Board, which serves as a board of directors for the farmers' co-operatives. 
Althoug~ the Board was created by statutory act, it is not a Government body. 
The Board is, in effect, the single organization responsible for marketing and 
selling the country's processed dairy products overseas. 

The Board purchases the dairy products from processors, then exports the 
products to some 55 companies located in various countries that assist the 
Board in marketing and distributing dairy products overseas. These companies 
then sell the goods and return the proceeds to the Board, which distributes 
the earnings, less marketing and administration costs, to the co-operative 
processors and the farmers. · 
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Although New Zealand reportedly has the most deregulated dairy industry 
in the world, the trend appears to be towards even less Government involvement 
in milk policy. On April 1, 1988, the National Government abolished the New 
Zealand Milk Board, the function of which had been to regulate the town milk 
industry. The Government occasionally helps to fund research, but its 
contributions are reportedly much less than the Board's, which are derived 
from fees paid by the farmers themselves. 

AUSTRALIA 

Farming 

In absolute size, Australia's dairy farming sector is comparable to that 
of New Zealand; however, it represents a much smaller percentage of the 
overall economy. The climatic conditions in Australia are among the most 
favorable in the world for dairy farming, because the moderate temperatures 
and rainfall in many regions allow for pasture feeding of cattle. Despite 
these advantages, dairy farming in Australia has been in a state of decline 
since the early 1970's, when the country's principal export market, the United 
Kingdom, joined the EC. 

There are some 15,000-16,000 dairy farms in Australia, providing (full
time-equivalent) employment to 35,000 persons. Most dairy farms are located 
in the southeastern States of Victoria and New South Wales, and in Tasmania, 
where rainfall is ample and reliable. Dairy farming is predominantly coastal, 
but with the improvement of irrigation, it has tended to sprea~ inland in 
recent years. 

As in New Zealand, dairy operations in Australia are primarily pasture
based and output per cow is still rather low relative to that in other 
countries. The following tabulation swmnarizes the country's dairy farm 
production during 1986-88: 

Total milk production (million liters). 
Fluid milk . ......................... . 
Manufacturing grade milk ••••••••••••• 

Dairy cows (thousands) ••••••••••••••••• 
Milk yield per cow (liters/cow) •••••••• 

Source: Australian Bureau of Statistics. 

1986-87 

6,176 
1,655 

·4,521 
1,743 
3,543 

1987-88 1988-89 

6,127 6,250 
1,666 1,690 
4,461 4,560 
1,697 1,683 
3,610 3,714 

The number of dairy cows in production declined by about 60,000, or by 
about 3 percent, whereas milk yield per cow increased by nearly 5 percent. 
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Increases in milk yield per cow we~e therefore responsible for all of the 74-
million-li ter increase in total milk production. 

\ 

As expected, Australia exports very little fresh milk or other fresh milk 
products (e.g., yogurt): exports during the 1987-88 season fell short of 
20,000 metric tons, or less than 1 percent of total production. The principal 
destinations of these products are neighboring States such as New Guinea and 
Malaysia. Most of the fluid milk production is consumed domestically in what 
is referred to as "market" milk. In Australia, the average person consumes 
over 100 liters of milk each year, or approximately 26 gallons. 

The tabulation below sununarizes the total costs and revenues of the 
average Australian dairy farm (in Australian dollars): 

Cash receipts 1986-87 
Total dairy receipts ••.•.•.•••. •. 78, 944 
Livestock sales ••..••••••.•••••• 16,983 
Other livestock products........ 213 

1987-88 
88,120 
17,980 

360 
Crop receipts •••..••••••..•.•••• 1,486 1,590 
Other cash incomes •••.•••.•••••• --=-1~.6=3~4"--~~~~1~·~7~8=0 

Total cash receipts .••••••• 99,260 109,830 

Cash costs 
Livestock purchases .••••••••.••• 
Hired labor .................... . 
Materials . ..................... . 
Services . ...................... . 
All milk levy . ................. . 
Rent paid . ..................... . 
Interest paid . ................. . 
Payment to sharefarmers ..••••••• 

Total cash costs •......••••• 

4,040 
2,655 

28,218 
15,417 

5,748 
1,216 
8,483 
1.865 

67,642 

Farm cash operating surplus •••...• 31,618 

6,340 
2,320 

29,150 
15,890 
6,740 
1,550 
7,170 
2.510 

71,670 

38,160 

Source: Australian Farm Survey Report, 1989, p. 60. 

The principal cost factors relating to dairy farming in Australia are 
materials (such as equipment and fertilizer), services (such as freight), 
interest paid on loans, the all milk levy, and livestock purchases. Labor 
costs are also significant because rapid economic development in Australia's 
nonagricultural sectors has bid the wage rate upward. The best dairy farm 
land in Australia is also more expensive than that in New Zealand, because it 
is located not far from the southeastern population centers of Sydney and 
Melbourne. 
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Processing 

As noted, the dairy industry suffered a major setback in 1973 when its 
principal export market, the United Kingdom, joined the EC. Since 1980, milk . 

.. output has rebo\J1'ded considerably as the country has diversified its dairy 
product portfolio and found new foreign mar~ets. Australia is second only to 
New Zealand as the world's lowest-cost producer and exporter of dairy 
products. 

There are fewer than 50 dairy processing plants in Australia, although 
the exact number of dairy product companies and co-operatives is unknown 
because the industry has been rapidly consolidating during the 1980's. The 
number of factories producing butter, for example, has shrunk by half since 
the late 1970's. In New South Wales, the dairy co-operatives have been 
trying, so far unsuccessfully, to merge into a single co-operative. The 
inclination to merge into larger companies stems from the need to prepare for 
the increased competition from New Zealand in June 1990 when the two countries 
are expected to eliminate all trade restrictions under the Closer Economic 
Relations Agreement. 

The loss of the United Kingdom as a principal export market for butter 
forced some significant changes in the mix of products of the Australian dairy 
industry. Production of butter and by-products such as skim milk powder and 
casein were cut back to allow greater output of cheese, whole milk powder, 
fluid milk, and limited-shelf-life products such as yogurt. In recent years, 
international price movements hav~ stimulated renewed production of butter, 
skim milk powder, and casein, as shown in the following tabulation summarizing 
Australia's production of processed dairy products during 
1986-88: 

1285-8§ 128§-flZ l98Z-88 l28a-82 1/ 
------~-----thousand metric tons----------

Butter . .............. 104.9 103.9 94.2 92.0 
Cheese • ••••.•••••••• 170.2. 177 .5 176.3 186.0 

Cheddar .••.••••••• 123.5 123.3 122.7 128.5 
Non-cheddar ••••••• 46.7 54.2 53.6 57.5 

Whole milk powder ••• 52.1 65.3 63.7 70.0 
Skim milk powder •••• 124.8 128.5 120.0 125.0 
Buttermilk powder ••• 7.9 8.4 7.8 8.0 
Casein . ............. 8.7 8.2 9.0 10.0 
Condensed milk •••••• 64.1 60.4 63.4 60.0 
Health beverages •••• 22.J Z2.5 ia.3 ZZ.Q 

Total . .......... 732.2 759.2 739.0 764.0 

1/ Forecast. 

Source: Australian Board of Statistics (ABS) (1988), Production Bulletin No 1 

J; Food. Drink. and Tobacco. Australia, Cat. No. 8359.0; Australian Dairy 
Corporation (1988), Dairystats, No. 105; and Australian Bureau of Agriculture 

·and Resource Economics. 
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Australia's dairy exports have rebounded considerably from the severe 
downturn in the 1970's precipitated by low foreign prices and the UK entry 
into the EC. In the 1980's, after a difficult readjustment period, Australia 
reentered the international dairy market with a new portfolio of products. 
The industry has succeeded in recovering its pre-1973 export levels, although 
dairy products still only represent about 1 percent of Australia's overall 
exports and less than 5 percent of its agricultural exports. 

The tabulation below sununarizes Australia's exports of processed dairy 
products during 1986-88 by principal product (in thousands of metric tons): 

1985-86 1986-87 1987-88 

Butter . ............. 25.0 8.5 14.2 
Cheese • •••.•••••...• 66.1 62.1 68.1 
Whole milk powder •.. 31. 7 42.0 36.6 
Skim milk powder .••. 78.6 78. 7. 67.5 
Casein . ............. 5.3 7.5 7.7 
Other products 1/ ... 40.7 52.4 53.3 

1/ Includes fresh milk, other fresh milk products, 
condensed milk, and other powders. 

Source: Australian Board of Statistics (ABS), Foreign Trade. 
Australia. ExPorts, Canberra (various issues). 

The principal export markets for Australia's dairy products vary 
depending on the product. Japan, Saudi Arabia, and to a lesser extent, Iraq 
and the United States are Australia's principal export markets for cheese; 
Saudi Arabia, Iran, and Algeria, for butter; Malaysia, Japan, the Philippines, 
and Thailand, for skim and whole milk powder; and the United States and Japan, 
for casein. Other milk products, which include primarily fresh products but 
also condensed milk, are generally destined for nearby markets such as New 
Guinea. 

Goyernroent programs and policies 

After the downturn in the Australian dairy industry during the 1970's, 
the Government implemented a series of domestic programs, the most important 
of which include the "underwriting" plan and the levy collection and 
disbursement scheme. 

The Australian Government intervenes in the market to maintain some kind 
of minimum price support for the dairy industry. Since July 1, 1986, the 
Government has maintained a Market Support Fund which "underwrites" export 
prices when they fall below 85 percent of the long term price (determined by 
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the Bureau of Agricultural Economics). This arrangement results in increased 
support assistance in the event of a substantial collapse in world prices. 
The funds for this program are derived from a levy on milkfat production, 
which is not to exceed 45 cents per kilogram of milkfat. 

The levy collection and disbursement scheme, in effect since 1977, 
attempts to equalize returns to producers from domestic and export sales. A 
levy is imposed on domestic sales, equal to the difference between the 
domestic wholesale price and the average export price. The levy thus makes 
domestic sales as remunerative as export sales. Funds raised by the levy are 
then distributed across all areas of production so that dairy processors 
receive an equalized return for the products regardless of the source of sale. 

Australia also has an organization similar to the New Zealand Dairy 
Board called the Australian Dairy Corporation (ADC). The primary function of 
this body is the domestic and international marketing of Australian dairy 
products. The ADC also maintains some control over exports, such as issuing 
licenses, setting quality standards, and prohibiting the export of certain 
dairy items to certain markets according to law. 

Finally, Australia has an overall program to assist dairy farmers in 
making the necessary adjustments to exit the industry. Known as the Rural 
Adjustment Scheme (RAS), the program helps farmers of all types make the 
transition to other means of employment by providing loans, job training, 
relocation assistance, and other forms of aid. 

EUROPE.AH COMMUNITY 

Farming 

There are an estimated 1.5 million dairy farms scattered throughout the 
European Cormnunity (EC). Every one of the 12 member States has a dairy 
sector, but the largest concentrations are found in France, West Germany, the 
United Kingdom, the Netherlands, and Italy, which together account for about 
80 percent of EC milk production. 

Information on dairy farm employment is available for certain of the 
member States: according to the Foreign Agricultural Service of the USDA, 
there are 50,000 dairy farm workers in France, 43,000 in Italy, 42,000 in West 
Germany, and 35,000 in Belgium. 5 These 4 countries together accounted for 
about 60 percent of total EC milk production in 1988. Sources indicate that 
dairy farm employment in the EC is declining, particularly in the more 
technologically advanced countries such as the United Kingdom and West 
Germany. 

5 Various FAS telegrams. 
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Farm size and productivity vary greatly from one member State to 
In Italy, Greece, Spain, and Portugal, there are less than 10 cows in 

another! 
the 
In average dairy herd, and milk yield per cow is around 3,500 kilograms. 

contrast, the average dairy herd size in the United Kingdom and the 
Netherlands is about 58 and 41, respectively, and output per cow is over 5,000 
kilograms. 6 Although there are EC Cormnission-level efforts to help modernize 
the less-developed dairy farms, the decentralized nature of dairy farming in 
some member states makes the transfer of technology rather difficult. 

Differences in farm size and technology levels lead to. other problems. 
For example, the question of permitting the use of bST in dairy cows has met 
with much controversy. Some of the smaller, less developed member states 
advocate use of the hormone to increase output per cow, and, eventually, their 
share of the EC market. Some of the more advanced dairy producers, in 
contrast, oppose use of the hormone because it could force more farmers 
business at a time when the industry is already consolidating rapidly. 
case, producers in all member states are concerned about the opposition 
from the "Green" parties and consumer groups. 

out of 
In any 
to bST 

In recent years, the EC Council has aimed to curb milk production through 
a system of production quotas allocated to each member State. The following 
tabulation surmnarizes the EC's dairy production data at the farm. level during 
1986-88: 

Number of 
Year dairy cows 

(millions) 
1986 ••••••••• 26.0 
1987 ••••••••• 24.7 
1988. • • • • • • • • 23. 3 

Source: USDA. 

Cows' milk production 
output deliveries 
(million metric tons) 
116.6 107 .1 
111.4 101.7 
108.5 98.2 

Milk yield 
-per cow 
(kg) 
4485 
4511 
4659 

According to the tabulation, the number of dairy cows fell by about 2.7 
million, or by 10 percent, during 1986-88, but this was partially offset by an 
increase in milk output per cow of about 4 percent. Over 90 percent of EC 
milk production is delivered to dairy processors. During 1986-88, the 
percentage of milk delivered to producers of fresh milk products (i.e., 
drinking milk, yogurt) increased from 26 to 29 percent, reflecting a growing 
consumer demand for such products. One effect of this decline in EC milk 
deliveries has been a reduction in excess supplies of such items as butter and 
nonfat dry milk that in turn helped to reduce surplus stocks of these products 
in EC inventory and on the world market. 

Data on costs and revenues for the average EC dairy farm are available 
for West Germany, France, the Netherlands, and Ireland, which together account 

6EEC Dairy Facts and Figures. 1987, EEC Milk Marketing Board, p.43. 
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for over 60 percent of EC milk production. The following tabulation 
swmnarizes the costs incurred by the average dairy farm for each of these 
member States in 1986: 

-Item of comparison 

Farm size 
Number of cows •••••••••• 
Number of acres ••••••••• 

Milk revenue .••••••••••••• 
Price received by 

farmers (dollars per 
hundredweight) •••••••••• 

Variable costs 
Feed • •••...•...••••••..• 
Labor . ................. . 
Other . .......... .- ....... . 

Total variable •••••••• 
Total fixed costs .•••.•••• 
Subsidies less taxes •••••• 
Depreciation •••••••••••••• 
Returns to capital ••.••••. 

Total costs •••••••••• 

West 
Germany 

28 
84 

$35,032 

$12.87 

.$15,403 
1,849 

21,672 
38,924 
4,570 

22,941 
8,484 
1.985 

76,904 

France 

20 
79 

$19,383 

$10.25 

$8,317 
2,888 

15,579 
26,784 
2,130 

12,689 
4,061 

950 
46,614 

Ireland 

33 
102 

$17,087 

$6.03 

$3,014 
895 

6,933 
10,842 
4,224 

11,662 
6,225 
1.457 

34,437 

The 
Netherlands 

55 
65 

$80. 508 

$12.00 

$26. 325 
1,804 

30,813 
58,942 

2,194 
52 .• 736 

5,785 
1.354 

121,011 

Source: M.C. Hallberg, et al., Estimates of the Cost of Producing Milk in 
Seyen Major Milk Prociucing Countries. 1986, (draft) research paper, October 
1989. 

I 

According to Hallberg et al., the costs of dairy farming are much higher 
in the Netherlands than in the other three member States; however, low fixed 
costs and high net subsidies help keep total costs per cow below that in 
either West Germany or France. In addition, Dutch milk yield per cow is 
exceptionally high (5,650 kg annually, compared to 4,843 kg in West Germany, 
4,463 kg in France, and 3,880 in Ireland) 7 , because dairy farming in the 
Netherlands is predominately feed-based, whereas elsewhere the cows are often 
pasture-fed. In all countries, total variable costs, which include not only 
labor and feed, but also fertilizer, fuel, interest on loans, and other items, 
account for the largest portion of total costs. 

Processing 

In the EC, there are an estimated 6,000 dairy processing establishments. 
The number of producers has declined over the years as firms have consolidated 

7EEC Dairy Facts and Figures. 1987, EEC Milk Marketing Board, p.43 
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to achieve economies of scale. The size of the plants varies according to 
country: for example, in Italy, only 2 percent of the factories have the 
capacity to produce over 20,000 metric tons (approximately 44.1 million 
pounds) of milk each year. In the Netherlands, over 85 percent of the plants 
have this kind of capacity. 8 Therefore, in terms of the number of · 
establishments, the greatest number of producers are in Italy, but in terms of 
the amount-of milk processed, France and West Germany rank the highest, 
respectively. 

Data on the number of persons employed by the EC dairy processing 
industry are unavailable: however, it is expected that the number of workers 
are greatest in the EC countries where labor-saving technology is lagging 
behind, such as in Italy, Greece, and Portugal. In addition, employment in 
the dairy processing industry has more than likely declined along with the 
number of firms. 

The ievel of technology. in the EC dairy processing industry is well 
advanced. This can be shown by the fact that many EC member countries produce 
one or more specialty products that cannot be imitated in any other part of 
the worid. In Denmark, for example, the dairy industry produces a cheese 
known as Bleu cheese and a new low-calorie butter called 
"Smore 40," (introduced in May 1989). France has recently added low-fat 
butter and a variety of flavored milks to its specialty product list, which 
already includes an array of well-known items such as Brie and Camembert 
cheeses. Other EC member countries also have specialty products which they 
market ~elusively throughout the world. 

As described above, the EC implemented more stringent milk production 
quotas during 1986-88 in an effort to reduce dairy product surpluses, which 
are costly to the EC budget. Figure 6-4 swmnarizes EC trends in production of 
butter, cheese, nonfat dry milk, and casein during the period (in thousands of 
metric tons): 

8EEC Dairy Fact and Figures. 1987, EEC Milk Marketing Board, p.43. · 
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Fig. 6-4. EC trends in production 
1986-BB 
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Production of butter declined by nearly 27 percent and nonfat dry milk by 
almost 39 percent during 1986-88, whereas production of cheese a~d casein 
increased by 5 and 19 percent, respectively. 

Although the purpose of the 1986 milk quota reductions was to bring about 
these kinds of changes in EC dairy production, the Council nonetheless 
approved a 1-percent increase in the milk quotas for 1989. It is expected 
that this move will lead to increased production. In order to oftset any 
additional costs to the EC budget, the Council voted to reduce the,; guara:i;iteed 
price for butter and nonfat dry milk. As the largest dairy pr.o.~~cing State · 
which has encountered th~ most difficulty in meeting production.quotas, France 
is expected to benefit the most from the Council's decision. ·, · 

The years 1986-88 saw significant disposals of EC surpluses on the world 
market while waiting for the quota reductions to take effect. "Thus, EC dairy 
exports increased during the period despite decreases in the pro.duction of 
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certain items. _ Figure 6-5 shows EC.· export trends for butter, cheese, nonfat 
dry milk, and casein during 1986-88 (in millions of metric tons): 

Fig. 6-5. EC ·export trends 
1986-88 
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·As figure 6-5 shows, EC dairy :product ·exports increased during 1986-88, 
but generally at ·a slower rate towards the·end of the period when surpluses 
were finally diminis~ed. · · 

Information on costs ·arid revenues in the.EC dairy processing sector are 
not available; however, ·industry sources believe that the cost of producing 
dairy products is higher in the EC than in most major producing countries, 
~hcluding the United State.s. 

Goverwnent proerams and policies 

The agricultural policies of the several member states have for over 30 
years been consolidated into one EC-wide policy administered by the Community 
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Council of Agricultural Ministers (t~e Council), and called the Common 
Agricultural Policy (CAP). Since 19p8, the Council has carried out a dairy 
policy with the principal objective of ensuring a "fair standard of living" 
for EC dairy farmers. The following is a list of the primary tools used to 
accomplish this objective: 

(1) Domestic market intervention--Intervention agencies are obliged to 
purchase.all excess quantities of butter, nonfat dry milk, and 
certain cheeses on the market with the goal of achieving a target 
price for milk. 

(2) Threshold price and import levies--Threshold prices are set at a 
level equal to where domestic products could compete with duty
free imports. An import levy is then imposed to raise the minimum 
offer price of imports to the threshold price. When EC supplies 
are short, imports are allowed to enter duty free until the 
threshold price is again achieved. During periods of EC surpluses, 
the import levy works to discourage imports all together. The 
threshold price is reviewed every 2 weeks. 

(3) Domestic surplus disposal--A variety of methods are used to promote 
cons\imption of dairy surpluses, including school milk programs and 
subsidies to encourage manufacturers to increase their use of 
butter and nonfat dry milk as intermediate inputs. . 

(4) Export subsidies--These onable EC dairy processors to· compete at the 
lower world price level. 

(5) Prodµction guotas--Since 1984, member States have be.en required to 
impose mandatory quotas on either the milk producer (farm) or the 
milk purchaser (dairy). A tax known as a super-levy is imposed on 
member States who produce beyond their quota. In December 1986, 
the Council reinforced the milk quotas by implementing a staged 
reduction of 9.5 percent on the delivery quota (known as the 
Guaranteed Quantity) for each member State. 9 

During 1987-88, the new milk quotas caused sharp declines in the 
production of butter and nonfat dry.milk. Production of cheese, drinking 
milk, and fresh milk products, however, continued to increase in spite of the 
quotas. French producers w~re resp9nsible for most of the surplus production 
and France was reported to owe anywhere between $50 million and $150 million 
in superlevy penalties in 1988. 10 ·. · 

9M.C. Hallberg and Woong-Je Cho, Tbe World Dairy Market; Policies. Trade 
Patterns. and Prospects, Department of Agricultural Economics and Rural 
Sociology, Pennsylvania State University, p. 3. 
1°Western Europe. Agriculture and Trade Report, ·usDA,· July 1989, p. 27. 
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CAHADA 

Farmina 

During the 1980's, the number of dairy farms in Canada has been steadily 
declining as many smaller, less efficient farms have been forced to exit the 
industry. As of the 1988/89 season, there were 36,445 dairy farms in 
Canada. 11 · Of this total, 27 ,.106 farms (or 74 percent) were located in Ontario 
and Quebec, which together account for almost 80 percent of the country's 
total milk production. 

The Canadian.dairy farming sector employs an average of about 65,000 
full-time workers. Although precise figures are not available, it is assumed 
that employment has been declining along with the number of dairy farms. 

In recent years, the Canadian dairy industry has made significant 
improvements in herd management and milk cow productivity. New management 
techniques such as artificial insemination and milk recording have been 
largely responsible .for increases in productivity. During 1986-88, Canada 
ranked third in the world for milk yield per cow, after Japan and the United 
States. 

Laboratory testing of bST continues; however, one chemical firm 
reportedly withdrew its CAN$500 million investment in the hormone because the 
Canadian Gov~r~ent would not allow the milk to be sold to consumers. Quebec 
is currently the only Province that will allow bST test herd milk to be sold 
locally, and only in small amounts.· 

In Canada, the number of· dairy .herds has been gradually declining over 
the years while milk production has continued to rise. The following 
tabulation summarizes the country's dairy statistics at the farm level during 
1986-88: 

Number of 
dairy cows 
(1 ,000 animals) 

1986 ••• 1,524 
1987 ••• 1,495 
1988 ••• 1,467 

Source: USDA, FAS. 

Cow's milk prodµction 
Fluid use Factory use I2.ts!l 
------(1,000 metric tons)------

2, 774 
2,795 
2,821 

5,151 
5,191 
5,008 

7,925 
7,986 
8,217 

11 The Canadian Dairy Connnission, Annual Report, 1988-89. 
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Milk yield 
per cow 
(kg per cow) 

5,200 
5,342 
5,602 



During the period, milk outpU,t per cow continued to rise ~t an increasing 
rate of 3 percent between 1986 and 1987, and 5 percent betw~e~ 1987 and 1988. 
This led to an increase of 292, 000 metric tons in total milk pi~oduction, 
despite a 4 percent decline in the number of dairy cows. Milk produced for 
fluid or pasteurized use typically accounted for about 35 percent of total 
milk production. 

There are no known Canadian exports of fresh milk products. Any exports 
would have to be destined for the U.S. market, owing to the pu1k and 
perishability of the product. This is unlikely, however, because U.S. imports 
of fluid.milk products are prohibited unless they are accompanied by a valid 
permit from the Secretary of Health and Human Services. 

The following tabulation i11ustrates the typical cost structure for the 
average size Canadian dairy farm in 1986 (cost figures are given in U.S. 
dollars): 

Item 
Average number of cows •.••.• 
Average number of acres •••••• 
Labor uni ts . ................ . 
Total variable costs ••..•••.• 

Feed . .....••...••.....•...• 
Labor . .................... . 
Other . .................. ~ .. . 

Total fixed costs .•.•••..•••• 
Subsidies less taxes 1 

•••••••• 

Depreciation . ............... . 
Returns to capital ••.•••.•••• 

Total costs ............ . 

Per farm 
45 

319 
2 

$ 69,175 
24,613 

7,909 
36,653 

4,200 
65,786 
15,597 
3.650 

158,408 

1 The figure here shows a net subsidy of $65,786, Although a subsidy 
generally represents a net benefit to the farmer, it is still shown here as 
part of total costs because it represents a cost to the Canadian Government. 

Source: M.C. Hallberg, et al, Estimates of the Cost of Producing Milk in Seven 
Major Milk Producing Countries. 1986, final draft of research paper, 
October 16, 1989. 

In Canada, the net subsidy of $1,462 per cow is one of the' highest in the 
world, compared to about $1, ll3 in the United States .and $39·· iii New Zealand. 12 

Feed represents about 36 percent of total variable costs, whereas labor only 

12 Source: M.C. Hallberg, et al, Estimates of the Cost of Producing Milk in 
Seven Major Milk Producing Countries. 1986, final draft of research paper, 
October 16, 1989. 
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represents about 11 percent since Canadian dairy farms are primarily capital 
intensive. Feed costs in Canada are among the highest in the world~ because 
the lack of high quality grazing land limits opportunities for pasture 
feeding. 

Processing 

In 1986, there were 392 dairy processing establishments in Canada, down 
from 646 in 1973, reflecting an overall trend towards industry concentration. 
These establishments manufacture one of two different types of products. The 
first type produces primarily pasteurized milk and creams for immediate 
consumption and are generally located in or near population centers for quick 
delivery. The second type, using what is referred to as "industrial" grade 
milk, produces butter, cheese, milk powders, and other dairy products. These 
establishments are less concerned with product perishability and are therefore 
concentrated in rural areas where operating costs are lower. 

In Canada approximately 50 percent of the dairy industry consists of 
farmer-owned co-operatives, 35 percent consists of large public corporations, 
and the remaining 15 percent are small, private firms. Co,-operatives own most 
of the industrial milk plants, whereas corporations and small private firms 
account for the bulk of fluid milk processing. · 

The number of workers employed by the dairy processing industry in 
Canada is approximately 25,500. This figure has actually remained steady, 
varying by only 1 or 2 percentage points throughout most of the. 1980's. 

Technological innovation and industry consolidation are the two primary 
reasons why the Canadian dairy processing industry has been able to remain 
internationally competitive. Many of the dairy processing establishments have 
merged into large, multi-product plants, which gives them the advantage of 
lower energy and transportation costs. Computers have been installed to 
monitor every stage of the production process. In some plants, a new, state
of-the-art, ultra-high temperature processing system has been employed to 
improve the shelf-life quality of fluid-milk products. 

As in the case of the United States and the EC, the Canadian Government 
has been trying to curb domestic production of dairy products in order to 
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avoid costly subsidies. Figure 6~6 shows trends for Canadian production of 
processed dairy products during 1986-88 (in thousands of metric tons): 
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Canadian butter and nonfat dry mUk production remained more or less the same 
during the period, while cheese production rose by almost about 11 percent. 
Sources indicate that domestic demand for cheese has been rising in recent 
years, and this has stimulated producers to increase output. 

Among the major world producers, Canada is one of the highest cost 
producers of dairy prpducts; as a result, the amount of subsidies that would 
be necessary to export the country's surplus production are almost 
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prohibitive. A summary of Canada's dairy product exports during 1986-88 are 
illustrated in figur~ 6-7 (in thousands of metric tons}: 
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Nonfat dry milk accounts for, by far, the largest percentage of Canadian dairy 
product exports, and for about half of total Canadian production. Canadian 
exports of nonfat dry_milk nonetheless declined during 1986-88 by 17 percent 
and ar,e expected to continue their downward trend through 1989. Despite 
recent world price increases which were caused by EC supply cuts, Canada has 
not been able·to exploit opportunities in the nonfat dry milk market. On 
average, Canada accounts for about 8 percent of world trade in nonfat dry 
milk, but for only a negligible portion of world trade in cheese and butter. 

Detailed information on the cost and revenue structure for the Canadian 
processing industry are not available; however, one source reports that 
investment in new plants and equipment was CAN$181 million in 1986 and after
tax profits were CAN$183 million in 1986. As a percentage of sales, profits 
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ranged from 2 to 3 percent during the 1980's. 1 

Government programs and policies 

The dairy industry in Canada is subject to rather tight controls on 
production, imports, and prices. The principal components of Canada's dairy 
policy are: 

(1) Production guotas--Canada has fluid and industrial milk quotas, the 
latter of which are known as "market share quotas" or MSQs. Each 
Province has jurisdiction over the allocation of quotas to the 
individual producers. Producers can sell their MSQ to propucers of 
the same Province only. 

(2) Overguota leyy--Producers must pay a levy of about 50 percent of the 
target milk price if they produce over their MSQ. If total 
deliveries do not exceed the Province's quota, the levies are 

·returned. 
(3) Support prices--Subsidies are paid to producers to bring the market 

price up to a specified target return, which is calculated on the 
basis of consumer price trends and production costs. To help 
stabilize market prices, the Canadian Dairy Conunission (CDC) 
purchases dairy products at a specified price. This price is often 
varied in order to control the amount of subsidy paid to producers. 

(4) Coresponsibility leyy--If the revenue from the sale of CDC-purchased 
cheese, butter, and nonfat dry milk is not sufficient to reimburse 
the Federal Treasury, the difference is made up with a 
coresponsibility levy assessed producers on their industrial milk 
production. 

(5) Import guotas--Imports of butter and milk powders are prohibited. 
Imports of cheese are restricted to about 20,400 metric tons 
(1986). 

(6) E:xport subsidies--Like the United States, Canada has large surpluses 
of nonfat dry milk, which are often subsidized in order to meet or 
beat the world price. · 

Competitive Conditions In Foreign Markets For Dairy Products 

MARKET PROFILE 

Principal markets for dairy products 

Although milk and dairy products are consumed in virtually every part of 
the world, the United States and the EC are generally regarded as the more 

1Canada Industry Profile: Dairy Products, 1986. 
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established markets, and the Soviet Union and Japan as the largest potential 
markets. 

Among the more established markets for dairy products, the EC is by far 
the largest, both in terms of population size and in terms of traditionally 
strong consumer demand. Milk and dairy products constitute an important part 
of the European diet, and per capita consumption of some dairy items, such as 
cheese, is the highest in the world. With its population of approximately 320 
million, the average person in the EC consumes approximately 90 kilograms of 
fluid milk (whole lowfat, skim, and buttermilk), 5 kilograms of butter, and 13 
kilograms of cheese each year. These figures are roughly comparable to those 
in the United States, although U.S. consumers tend to consume more fluid milk 
(110 kilograms) and less butter (2 kilograms) 2 • 

With regard to the potential 'markets for dairy products, the Soviet 
Union, in some ways, is already an established market, but many industry 
experts believe that consumption could be much higher if more products were 
available. The Soviet Union is actually a large producer of milk, accounting 
for approximately ·25 percent of total world output. Of this amount, orily a 
very small portion ever enters international trade, so that the country is 
rarely considered a major world competitor. In spite of this large domestic 
supply, however, and in spite of the recent increases in production during 
1986-88, the Soviet Union has still had to increase its imports of certain 
dairy items (notably butter and nonfat dry milk) in order to meet consumer 
demand. This is due to the fact that much of the country's milk supply 
continues to spoil on its way to market. Furthermore, the Government has 
recently made many public promises to provide the consumer with more meat and 
milk. As meat appears to have higher priority, the Government has had to 
order the slaughter of an increasing number of dairy cows for the meat market. 
Consequently, milk production is expected to go down in the very near future 
and the potential for foreign suppliers to expand exports is expected to 
increase. 

In the case of Japan, dairy products are not a major part of the Japanese 
diet. Although Japan does have a dairy industry, high land costs and 
Government policies restricting land for other uses has afforded little 
opportunity for expansion. The industry therefore remains small relative to 
the population and is apparently in need of Government subsidies and 
protection from imports. In any case, in order for any third country to 
increase dairy exports to Japan, consumer tastes would have to be further 
cultivated through marketing and advertising. 

In the case of all of the major foreign markets discussed in this 
section, various Government policies generally restrict the flow of imports so 
that the full potential of these markets is not yet known. 

2Estimated from USDA data. 
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Trends in apparent consumption during 1986-88 

The demand side of the world dairy market over the last decade has been 
characterized by (1) structural change in consumption, and (2) slow-paced 
·growth. In some countries, however, most notably in Japan, consumption has 
increased significantly. The following tabulation shows the consumption of 
dairy products by the major consuming countries during 1986-88 (in thousands 
of metric tons): 

Fluid Nonfat 
Milk Butter;: Cheese drJZ: milk Casein 

.lfil!Q 
United States ••••• 26,035 506 2,541 322 107 
EC • ••••••••••••••• 29,220 1,741 3,754 1,546 91 
Soviet Union •••••• 25,858 1,878 855 280 0 
Japan . ............ 4,324 80 105 270 0 
Other . ............ 75.244 2.251 2.357 1.215 9 

Total . ........ 156,357 6,376 9,507 3,363 207 

1987 
United States ••••• 26,359 511 2,673 329 108 
EC • ••••••••.•.•.•• 28,782 1,767 3,867 1,577 91 
Soviet Union •••••• 26,200 2,125 868 310 0 
Japan . ............ 4,519 95 117 260 0 
Other . ............ Z2.Qa6 2.in 2.453 1.139 7 

Total . ........ 157,427 6,676 9,861 3,355 206 

1988 
United States ••••• 26,515 499 2,654 312 74 
EC • ••••••••••••••• 29,213 1, 770 4,018 1,261 92 
Soviet Union •••••• 27,930 2,124 898 350 0 
Japan ............. 4,763 95 135 265 0 
Other . ............ 16.308 2.299 2.600 1.110 10 

Total . ........ 159,966 6,692 10,170 3,033 176 

As the tabulation shows, world consumption of milk and milk products 
made no significant gains during 1986-88 in any of the major product 
categories. Fluid milk consumption rose only by about 1 percentage point each 
year. In the EC and other parts of Western Europe, consumption actually 
declined as consumers continued to show preference for other beverages on the 
market. By contrast, milk consumption rose by 10 percent in Japan, which was 
the largest increase among the countries. In the case of butter, demand in 
the developed countries has reportedly been falling as consumers have become 
concerned about the level of saturated fats in their diet. The increase in 
the number of butter substitutes which are lower in saturated fats, calories, 
cholesterol, and pri°ce has fueled the decline. Nevertheless, world 
consumption of butter increased by about 5 percent during 1986-88, as the 
producing countries continued to use subsidies to find markets for their 
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excess butter supplies in the developing anq centrally planned economies. In 
the market for cheese, the 6 percent rise in consumption was reportedly due to 
the positive effects of income and population growth, mostly in the developed 
countries. Japan, again, made the largest increase in consumption, fro~ 
105,000 to 135,000 metric tons, or 29 percent. The decline in overall world 
consumption of nonfat dry milk is due in large part to Government-induc~d 
declines in EC production, which caused world prices to rise in the second 
half of 1988. For casein, consumption fell as a result of declines in 
production, which were caused by overall declines in the rate of fluid milk 
production. 

Price levels and trends 

International dairy product prices have generally shown an upward· 
trend during 1986-88, as major world producers--particularly the United·States 
and the EC--have undertaken drastic measures to reduce milk output. As a 
result, world prices in almost all major product categories has increased, as 
the following tabulation shows, by season (in dollars per metric ton): 

Period Butter1 Cheese1 Nonfat dry milk1 

12.a§ 
Spring •••• $1,100 $1,150 $ 700 
Fall •••..• 950 1,050 700 

l2fil 
Spring •..• 925 1,050 800 
Fall. ••••• 1,025 1,150 1,020 

l2fili 
Spring .••• 1,250 1,375 1,350 
Fall •••••• 1,425 1,925 1,900 

1 Prices shown here are the midpoint of .the ranges reported by USDA. 
Prices are free-on-board (f .o.b.) North European and selected world 
ports. 

Source: USDA. 

As ·the tabulation shows, the prices paid for dairy products are 
generally higher during the fall when supplies are lower than in the spring. 
During 1986-88, prices rose sharply for all 3 dairy products, and particularly 
for nonfat dry milk, which rose by 171 percent. Although these price 
increases may be partly attributable to inflation, regional droughts in the 
United States and New Zealand, along with Government-induced supply cuts in 
the EC and again in the United States, are the factors mostly responsible. In 
the case of nonfat dry milk, Government-held stocks in the EC and the United 
States quickly diminished as Government incentives to reduce milk pr.eduction 
took effect. In the United States, the domestic price of nonfat dry milk rose 
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above the CCC purchase price of $1,604 per metric ton in June 1988. The CCC 
has not had to purchase nonfat dry milk since that time, and all U.S. exports 
of nonfat dry milk were made on a conunercial basis in 1989. 

Imports 

Imports of dairy products by the principal consuming countries have 
increased significantly during 1986-88. The following tabulation sununarizes 
the trends in world imports of dairy products for each of the major product 
groups during the period (in thousands of metric tons): 

Nonfat 
aYttei;: Cb~ese dr::t milk Casg;in 

12112 
United States ••••• 2 134 1 108 
EC • ••..••••••••••• 82 106 46 18 
Soviet Union •••••• 194 17 0 0 
Japan . ............ 2 81 91 0 
Other . ............ 9, 158 381 0 

Total . ........ 372 496 519 126 
12.a.I 

United States ••••• 2 120 1 108 
EC . ..•.....•••••.• 75 110 1 14 
Soviet Union •.•••• 403 13 0 0 
Japan . ............ 2 94 95 0 
Other . ............ SS 127 358 0 

Total . ........ 570 464 455 122 
~ 

United States •• ; •• •. 2 115 1 74 
EC • ••••••••••••••• 76 111 10 20 
Soviet Union •••••• 350 15 0 0 
Japan . ............ 23 114 130 0 
Other . ............ 25 1i1 288 1 

Total . ........ 546 476 429 95 

Butter was by far the most actively traded dairy product during 1986-88, 
with total world imports increasing by over 50 percent. This is in large part 
due to the decline in EC butter stocks, which led to an increase in EC imports 
of approximately 46 percent. In addition, the Soviet Union increased its 
iriiports by more than 80 percent. Imports of cheese made moderate gains 
wqrldwide, whereas in Japan they increased over 40 percent. Imports of nonfat 
dry milk and casein declined during the period, for the most part owing to 
Government-induced supply cuts which have caused international prices to 
spiral upward. The EC, the United States, and New Zealand continue to be the 
world's leading suppliers of nonfat dry milk, while New Zealand and the EC 
supply most of the world's casein. 
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Customs treatment 

European Community.--In the EC, most dairy products are not covered by a 
tariff but by an import levy. The only exceptions are yogurt and certain 
other acidified milk and cream products when containing flavoring or added 
fruit or cocoa. The current rate on these items is 13 percent ad valorem, 
plus a "variable component" determined by trade regulating authorities 
concerned with processed agricultural products. This variable component, in 
effect, is an import tax assessed during periods when the Council deems it 
necessary to restrict imports. · · · 

All other dairy products in the EC are subject to an import levy. An 
import levy is more flexible than an established duty rate in that it can be 
changed periodically to ·achieve the desired flow of imports. The amount of 
the levy is set by first determining the lowest offer price of imports for 
each dairy product type. A threshold price is then established at a level 
equal to where domestic products can compete with duty-free imports. The 
lowest offer price for imports is subtracted from the threshold price and the 
difference is the import levy. When EC supplies are low, imports are allowed 
to enter duty free until prices approach the threshold level. During periods 
of EC surpluses, the levy prevents imports from underselling domestiq dairy 
products. The threshold price is reviewed every two weeks. 

Soviet Union.--In the Soviet Union, tariff rates are listed but are not 
meaningful because the State retains absolute control over all international 
trade. The duty rate on milk and milk products, excluding butter, is set at a 
minimum of free and a maximum of 20 percent. For butter, which is included 
with all other edible fats of animal origin, the minimum duty rate is 3 
percent and the maximum is 15 percent. 

In order to sell goods in the Soviet Union, a foreign supplier must 
negotiate with the State agency in charge of the particular commodity area. 
At this time, currency regulations are the major restraint facing any foreign 
producer interested in exporting goods to the Soviet Union. The Soviet ruble 
is nonconvertible on· the foreign currency market and therefore has no value 
outside of the Soviet Union. State agencies can use only hard currency to 
purchases foreign goods, and its use is subject to State priorities. In the 
case of dairy products, the Soviet Union has a very a large dairy industry 
which is generally self-sufficient; however. during 1986-88, the industry has 
been slaughtering large numbers of dairy cows so that the Government can 
fulfill its promise to provide consumers with more meat. Consequently, the 
Government has had to allow mote imports of dairy products. 

Japan.--As is the case in the·United States, dairy'products in Japan are 
subject to ad valorem duty rates. The duty rates in the "General" column 
range from 30 to 45 percent, and in the "GATI" coluinn, from 25 to 45 percent. 
In addition, Japan maintains a "Preferential" column with duty rates for 
countries with·GSP or other special trade agreements, and a "Temporary" 
column, in which an adjusted or suspended duty rate can last for 1 year 
(generally from April 1 to March 31). 
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With the exception of natural cheese, dairy products in Japan are subject 
to import quotas and restrictions, which many foreign suppliers regard as 
almost prohibitive. In recent years, .Japan has been·conducting mostly 
bilateral negotiations with the affected countries in order to eliminate some 
of the restrictions. In April 1989, processed cheese imports were 
liberalized, and in April 1990, imports of ice cream and frozen yogurt will 
receive similar treatment. The United States is currently the sole supplier 
of frozen yogurt to Japan, and the product seems to be drawing considerable 
interest from Japanese consumers. 

Factors influencing demand 

European Cormnunity.--The demand for fresh milk and cheese in the EC are 
assumed to be relatively price inelastic. Although there are many 
alternatives for milk as a beverage, there are no alternatives for milk when 
used in the manufacture of ice cream and frozen yogurt. Cheese is also price 
inelastic; however, many of the lower~quality cheeses are more price sensitive 
at higher income levels. Butter is perhaps the most price elastic among the 
dairy products because of margarine and a growing number of other substitutes; 
however, it is probably less price elastic at moderate-to-high income levels . 
than in the United States. Periodically, the EC has had to subsidize 
consumption of-butter when the price approached certain levels, which 
indicates that the demand for butter is price sensitive. 

Soviet Union.--Information regarding pric~ and income ~lasticities for 
dairy products in the Soviet Union is unavailable. Prices are poor indicators 
of consumer spending patterns because they are not determined by market 
demand. Milk and milk products are a traditional part of the Soviet diet, and 
even with the recent increases in production, demand still exceeds supply. 
Although margarine is readily available.in the Soviet Union, one source 
reports that the Soviet consumer strongly prefers butter. 3 Consequently, 
imports from the United States and the EC have been rising to compensate for 
short supplies. · 

Japan.--Compared to other developed countries, total demand for milk and 
milk products in Japan is price elastic. This is because dairy products are 
still a relatively insignificant part of the Japanese diet. Although consumer 
interest is reportedly spreading, large increases in household income are not 
expected to bring about correspondingly large increases in dairy product 
consumption. Thus far, most dairy products in Japan--particularly,cheese, 
yogurt, and ice cream--have been regarded as high-income products. Demand at 
higher income levels is therefore more price inelastic, whereas demand at 
lower levels is more price elastic, as consumers are more likely ~o respond to 

· changes in price. 

3F.A.S. telegram, October 10, 1989. 
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Mark~ting practices 

European Coim:punity.--In the EC, prices are controlled by the EC Community 
Council of Agricultural Ministers (the Council). Much like the Commodity 
Credit Corporation in the United States, the EC has intervention agencies to 
purchase all excess supplies of butter, nonfat dry milk, and cheese with a 
goal of achieving a target price for milk. Once the target price for milk has 
been set, the Council protects that price by using a threshold pricing system 
and an in.iport levy to prevent interference from lower-priced imports. (see 
discussion on EC customs treatment). During 1986-88, the target price for 
milk was maintained at 27.84 European Currency Units (ECUs) per 100 kilograms. 

In addition to price setting mechanisms, the EC Council and the 
individual member St~tes often take measures to encourage milk consumption. 
This is an important factor because many other EC Council practices have 
encouraged overproduction, which in turn has led to saturated internal 
markets. One example of a policy designed to generate more demand for milk is 
the school lunch program. In most EC member States, fresh drinking milk is 
usually available to primary and secondary school students at a subsidized 
price. This is also a common practice in the United States. In the case of 
processed dairy products, the EC Council occasionally authorizes the sale of 
butter at distressed prices to consumers or manufacturers to use as an input. 
Animal feed and casein producers also receive subsidies for increasing their 
use of nonfat dry milk and liquid skim milk in their products. 

Soviet Union.--As stated earlier, the market has very little effect on 
the prices of most milk and milk products in the Soviet Union. The Government 
sets the prices on all dairy items in State-owned stores, which receive their 
supply from the collective farms. At the farmers' markets, however, milk and 
other dairy items can be found at market prices, which are always higher. 
These items are generally of a higher quality because they come from private 
family plots, where there appears to be more care given. These plots are 
generally less than 0.5 hectares in area, but they can account for as much as 
25-35 percent of the output. 

In the Soviet Union, there are no known programs to encourage dairy 
product consumption or foster market growth. As stated above, the Government 
maintains firm control over prices in the State-run stores, thus eliminating 
their role in balancing supply and demand. Unlike the United States, where 
prices for dairy products are artificially high as a subsidy to the farmer, in 
the Soviet Union prices are artificially low· as a subsidy to the consumer. 
This subsidy, however, does not always materialize because of the constant 
shortages in supply. 

Japan.--In Japan, market forces play only a small role in determining 
prices for milk and milk products: instead, a Government agency known as the 
Livestock Industry Promotion Council (LIPC) maintains price stability by 
buying and selling dairy products in the market, much the same way as the CCC 
in the United States. The LIPC will purchase butter, nonfat dry milk, and 
condensed milk when the price of each falls 90 percent or less of the 

6-38 



established support price ("stabilization indicative price." In contrast, 
when prices reach a level of 104 percent or more of the support price, the 
LIPC releases its stocks on the market. If domestic stocks are not available 
for sale on the market, the LIPC then purchases products on the world market. 

With regard to methods of subsidizing consumption, the Government issues 
what is known as "deficiency payments" to manufacturing milk producers in 
order to help them make sales to milk product manufacturers. This subsidy, in 
effect, guarantees the manufacturing milk producers a certain minimum price 
for their milk, while at the same time encouraging user firms to increase 
their demand for milk as an input. In the long run, this kind of, subsidy 

'prevents the price of products containing milk from spiraling upward. 

Factors Affecting Competition in U.S. and Foreign Markets 

EFFECTS OF U.S. IMPORT BARRIERS ON 'l1IE ABILITY OF 
'l1IE DAIRY INDUSTRY TO COMPETE IN DOMESTIC AND FOREIGN MARKETS 

U.S. quotas on imports of many types of dairy products restr1ct import 
supply to an average of less than 2 percent of U.S. annual milk production,-or 
about 3 percent of U.S. consumption of dairy products. Casein, lactose, and 
chocolate blocks are the principal milk-derived products not suoject to import 
quotas: as such, they (along with specialty cheeses that are subject to 
quotas) comprise the bulk of U.S. dairy imports. 

The Federal Government restricts imports of dairy products primarily to 
prevent them from interfering with the Federal dairy price support program. 
If imports were unlimited, the U.S. Federal Government, in an effort to 
maintain targeted price levels, would have to increase its purchases of dairy 
products through the CCC. For similar reasons, pract.ically all major dairy
producing countries likewise restrict imports. Consequently, only about 5 
percent of world production of dairy products actually enters international 
trade. 

The impact of U.S. trade barriers on the ability of the U.S. dairy 
industry to compete in domestic and international markets has been the target 
of much debate in recent years. Those who oppose the elimination of the trade 
barriers (such as the National Milk Producers Federation (NMPF)) argue that 
the domestic industry could not survive the declines in revenues resulting 
from excess supply and lower prices. Those in favor of removing the barriers 
believe that not only would U.S. consumers benefit from lower prices', but that 
the United States could actually become a net exporter of certain manufactured 
dairy products, particularly nonfat dry milk, which is currently price 
competitive on the world market. Both sides agree, however, that the United 
States should not unilaterally remove all its dairy quotas without reciprocal 
action from other major producing and consuming countries. In addition, most 
experts agree that all forms of dairy market intervention--both domestic and 
across borders--would have to be dismantled in order for free market prices to 
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prevail worldwide. 

A complex array of domestic controls on production and marketing prevents 
the U.S. dairy market from resembling anything like a free· market. 
"Competition" in such a market does not exist. at least in the usual textbook 
sense. where an aggregation of numerous buyers and sellers sets prices and 
quantities. Of course. there are numerous milk producers (but much fewer 
suppliers. because most farmers belong to cooperatives) and numerous 
consumers. However. prices and quantities are set not by the market. but by 
Federal and State Government policy; as such. competitive forces per se are 
limited in the.U.S. dairy market. 

Given this structure of the dairy market. dairy import quotas have their 
effect not on dairy producers. but on the Federal and State treasuries; quotas 
reduce the Government expenditures necessary to operate an effective system of 
dairy support programs by limiting the supply. and raising the price~ of dairy 
products on the domestic market. Dairy import quotas have no direct effect on 
the prices received by dairy farmers--the dairy sector the programs are 
designed to support; they merely benefit the taxpayer. This is consistent 
with the purpose of the quota program. which is not to provide another form of 
support to domestic producers. but to prevent the effects of domestic support 
programs from spilling over into foreign industries. 

Quotas also alter the product mix available to consumers. in two ways. 
First, they restrict the availability of some imported products for which 
there are no domestic substitutes. Second. by limiting the import supply of 
some dairy products. quotas have probably stimulated increased imports of 
other. uncontrolled imports. Casein and chocolate blocks are two eXs.mples of 
items whose (unrestricted) importation is probably greater in the presence of 
import quotas on other dairy products4 than would be the case without such 
quotas. 5 

4 Im!>orts of chocolate.blocks may also be encouraged by quotas on sugar and 
sugar-containing articles. 
5 Whether such increased imports materially interfere with dairy price
supports (and. therefore. with Government expenditures. not with dairy market 
competition). is a question within the scope not of this investigation but of 
a section 22 investigation. In an earlier section 22 investigation concerning 
alleged material interference by imports of casein and related products with 
the U.S. dairy price-support program. the U.S. International.Trade,Commission 
found that such imports were not being. and were not practically certain to 
be, imported into the United States under such conditions and in such 
quantities as to render ineffective, or materially interfere with, the USDA 
price support program for milk, or to reduce substantially the amount of any 
product processed in the United States from domestic milk. Casein. Mixtures 
in Chief Value of Casein. and Lactalburnin, Report to the President on 
Investigation No. 22-44 Under Section 22 of the Agricultural Adjustment Act, 
USITC Publication 1217, January 1982, p. 1. 
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Casein is produced from fluid s~im milk; it is the principal protein in 
milk and is found only in milk. Its principal uses include raw material for 
.such foods as imitation cheese, nondairy creamer and artificial whipped· cream. 
Domestic production of casein is nil, most likely because the price support 
for nonfat dry milk makes the latter a more profitable product than casein 
(one can transform milk into casein or nonfat dry milk, but not both); were it 
not for the price-support program, casein would probably be imported in 
smaller quantities, and domestic casein production would grow at the expense 
of nonfat dry milk output. At the wholesale and retail levels, the demand for 
casein-based foods (and, therefore, the derived demand for imported casein) is 
probably made greater by the price-enhancing effects of dairy support 
programs. To the extent that Government price supports and dairy import 
quotas make casein less expensive relative to nonfat dry milk, consumer demand 
for casein-based foods may increase at the expense of foods containing dry 
milk. Therefore, the burden of dairy support programs (including import 
quotas) falls on consumers of fluid milk and milk-containing foods and on 
producers of those milk-containing foods whose prices are not supported by the 
Government. 

Chocolate blocks are used for, among other purposes, coatings on candies. 
They typically contain about 20 percent by weight of dry milk, and their 
importation would affect the domestic milk industry to the extent that they . 
are substituted for domestically produced chocolate manufactured from domestic 
milk. The Conunission was requested by the American Dairy Products Institute 
to assess in this investigation several questions relating to the effects of 
import~ of chocolate block on the economic condition of the domestic dairy 
industry and on the operation of the price support program, and the effects of 
extending import quotas to cover chocolate blocks. 6 These questioris are 
beyond the scope of a section 332 investigation; they are addressed generally 
in a recent study by the General Accounting Office, to which the interested 
reader is referred. 7 

COSTS OF PRODUCTION 

With the exception of the policies employed by most of the major milk
producing countries of the world in order to protect their local dairy 
industries, the cost of the production of milk is perhaps the most important 

6 "Conunents of the American Dairy Products Institute Before the United States 
International Trade Conunission, Investigation 11332-281," December 29, 1989, 
pp. 2-3. Similar requests were filed with the CoJIDnission by Senator Jesse 
Helms (North Carolina), Senator Charles E. Grassley (Iowa), Senator Charles S. 
Robb (Virginia), Senator Paul Simon (Illinois), and Representative Obey 
(Wisconsin). 

7 Pairy.Imports; Issues Relating to Chocolate Products, Briefing Report to 
:Congressional Requesters, United States General Accounting Office, GAO/RCED-
89-159BR, July 1989. 
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factor affecting competition in the U.S. and foreign dairy markets. 
Technology is believ~d to be sufficiently disseminated in dairy-product 
processing, that it is not a significant factor in affecting competition in 
world dairy markets, except in a few possible selective product areas such as 
specialty cheese. 

The cost of producing milk in the United States and the major dairy
product exporting countries, as most recently reported by the U.S. Department 
of Agriculture (USDA) (in 1978), is shown in the following tabulation: 

Country 

The Netherlands ••••..•• 
United States •••••••••• 
West Germany •••••••.••• 
France . ............... . 
Argentina ............. . 
Ireland . .............. . 

· A~str.al ia . ............ . 
New Zealand· ••• · •••••.••. • 
Canada ... ......•........ 

1 Not available. 

U.S. dollars per 
hundredweight 

9.78 
8.92 
8.51 
7.75 
7.68 
6.73 
5.68 
4.27 

1 

As shown above, New Zealand is, by far, the lowest cost milk-producing 
country, ·although Australia and, to a lesser degree, Ireland are at the lower 
end of the spectrum. There does not appear to have been any significant 
change in the relative cost position of the individual countries showing above 
during the past two .decades. For example, estimates of 1986 milk production 
costs in major producing countries were presented in a recent draft study that 
essentially mirror the relative cost positions shown above. 8 These estimates 
for the seven selected countries are shown in the following tabulation (in 
U.S. dollars per hundredweight):_ 

8 "Estimates of _the Cost of Producing Milk in Seven Major Milk Producing 
Countries·, 1986," draft paper dated Oct. 16, 1989; available from Carolyn 
Betts Liebrand, Economic Research Service, USDA. 
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West The New 
Ger- Ire- Nether- Zea- United 

Items Canada many France land lands land States 

Subsidies less taxes ••• $11.42 $8.43 $6.71 $3.95 $7.87 $0.57 $7.47 
Variable costs: 

Feed . •••..••••••• 4.27 5.66 4.40 1.03 3.92 0.41 4.35 
Labor . ........... 1.37 .68 1.53 .30 .27 .33 .89 
Other . ........... 6.J§ 7.2§ a.2J i.J5 4.~9 2.01 1.22 

Total . ......... 12.00 14. 30. 14.16 3.68 8.78 3.55 7.16 
Fixed costs •••••••••••• .73 1.68 1.13 1.43 .33 .34 2.02 
Depreciation .•••••••••• 2.71 3.12 2.15 2.11 .86 .45 1.09 
Returns to capital ••••• .§3 .ZJ .~o .42 .20 .QZ .2~ 

Total costs •••• 27.49 28.26 24.65 11.66 18.04 4.98 18.00 

nsubsidies less taxes" are reported to capture those costs of milk 
production levied against the taxpayers. As shown, these costs are fairly 
significant for all of the countries shown above, except New Zealand. Indeed, 
the data suggest that the most significant cost of milk production in these 
countries is Government support. Of the countries examined, feed costs are 
significantly lower in New Zealand and, to a lesser degree, Ireland, 
reflecting long grazing periods induced by generally favorable-grass-growing 
climates. 

The authors of the study suggested that little can be concluded from the 
data obtained on labor costs largely because of the failure to distinguish 
between paid and unpaid labor. Transportation costs were negligible for all 
countries except the United States. Of note, however, is the significantly 
higher "other" variable costs reported for virtually all countries compared 
with those of the United States. The costs of fertilizer, energy, interest, 
and repairs generally account for most of this difference. Overall, the cost 
per hundredweight of milk production is higher in Canada, West Germany, and 
France than in the United States or in the Netherlands, and lower in New 
Zealand and to a lesser degree, Ireland. 

DJDUSTRY STRUCTURE 

In virtually all countries of the world, milk is produced on a large 
number of dairy farms (mostly family owned) that are relatively near the 
population centers. Usually the milk is sold to independently owned plants or 

· processors located near the areas of production. A large number of farmers 
generally sell milk to a few plants (buyers of the milk).· It is not unconunon, 
therefore, for milk marketing to be regulated via some form of governmental 
action. The plants that buy the raw milk process it into milk for local fluid 
consumption or into dairy products, most of which can be transported for long 
distances. Sometimes, however, the milk is processed and marketed by plants 
owned and operated by farmer-owned cooperatives, dairy boards, or · 
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associations. Although the production and processing of milk is rather labor 
intensive, both dairy farms and processing plants have become more automated 
in recent years and technological developments ·continue to occur throughout 
the industry. For the most part, farms and farmer-owned cooperatives operate 
in the domestic market only. However, some processing and marketing 
operations are owned by some of the world's largest multinational enterprises. 
Normally these firms limit their marketing of dairy products to the countries, 
or areas, in which the products are produced. 

Similar products are inherently made from milk in both U.S. and foreign 
industries and~ for most processed products, except fluid milk and semi-fluid 
products (e.g. 'ice cream and yogurt), market segments are not limited other 
than by various nontariff measures. Sometimes, however, the sale of certain 
dairy products is limited to those produced in specified areas. For example, 
the only cheese that may be sold in France as "Roquefort" is that made from 
sheep's milk, produced in and certified by the conununity of Roquefort, France. 
In 1953, the conununity registered the certification mark "Roquefort" with the 
U.S. Patent Office. In 1962, a U.S. Federal.court reaffirmed the right of the 
coJ1D11Unity of Roquefort to the exclusive use in the United States of the 
"Roquefort" certification mark. In a similar fashion, the blue-veined cheese 
known as Stilton is produced exclusively in the United Kingdom and the mar
keting of Stilton is limited to the cheese produced in that ar.ea. 

Certain dairy products are not produced in some countries largely because 
of economic considerations; hence, imports supply all of the market segments. 
For example, casein is not produced from milk in the United States because 
butter/powder plants find it more profitable to make nonfat dry milk fr·om 
their fluid skim milk than to produce casein. However, the United.States is 
the world's largest importer of casein. The U.S. market segment is supplied 
largely by New Zealand and the EC. -

Estimates of Tariff Equivalents For U.S. Dairy Quotas 

This section presents estimates of tariff equivalents for U.S. quotas on 
dairy products. The tariff equivalents are estimated by the price-gap method, 
which, as noted in ch. 1, requires the assumption that domestic and imported 
products are perfect substitutes. This assumption may be acceptable for some 
dairy products such as dry whole milk and nonfat dry milk, but for some 
products, such as cheese, there are likely to be significant differences in 
quality between U.S. and imported products. Consequently, ip such,cases the 
price-gap method is unlikely to cap.ture the actual price effect of the quota. 
The world prices used for the price-gap estimates are the f.o.b. foreign port 
prices plus freight and handling charges to eastern U.S. ports. 9 

9 Many of the U.S. domestic prices used for the price-gap estimates are f.o.b. 
prices for midwestern points. Dairy experts at the U.S. Department of 

(continued ..• ) 
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Conversations with staff of the Foreign Agricultural Service (FAS) of the 
U.S. Department of Agriculture (USDA) revealed ·that data on world prices do 
not exist for dairy products at the Harmonized Tariff Schedule (HTS) eight
digit level. However, FAS maintains world-price series for dry whole milk, 
nonfat dry milk, butter, butteroil, and cheese. 10 These five price series 
will serve as a basis for the estimates of the tariff equivalents of the U.S. 
dairy quotas. ·. 

Table 6-1 presents the tariff equivalents for dry whole milk (DWM) for 
the years 1986, 1987, and 1988. The U.S. domestic price ranged from $1.137 
per pound in 1986 to $1.172 per pound in 1988 and world prices ranged from 
$0.419 per pound in 1986 to $0.685 per pound in 1988. 11 Using these price 
gaps the ad valorem tariff equivalent estimates for the quotas on DWM range 
from 160.6 percent in 1986 to 64~5 percent in 1988. Specific tariff 
equivalent estimates range· from 67 .3 cents per pound. in 1986 to 44.2 cents per 
pound in 1988. · · 

Table 6-2 presents the tariff equivalents for nonfat dry milk (NFDM). 
The U.S. domestic price ranged from $0.816 per poun~ in 1986 to $0.824 per 
pound in 1988 and world prices ranged from $0.318 per pound in 1986 to $0.737 
per pound in 1988. TI,le ad valorem tariff equivalent estimates for the quotas, 
on NFDM range from 142.5 percent in 1986 to 5.7 percent in 1988. This 
dramatic decrease was a result of the large-rise in NFDM prices on world 
markets. The specific tariff equivalent is estimated to range from 45.3 cents 
per pound in 1986 to 4.2 cents per pound in 1988. 

Tables 6:-3 and 6-4 report the tariff equivalent estimates for'butter and 
butteroil. The U.S. domestic price for butter ranged from $1.445 per pound in 
1986 to $1.325 per pound in 1988 and world prices ranged from $0.459 per pound 
in 1986 to $0.607 per pound in 1988. The U.S. domestic price for butteroil 
ranged from $2.037 per pound.in 1986 to $1.886 per pound in 1988 and world 

9 ( ••• continued) 
Agriculture considered the difference in price between midwestern points and 
eastern points to be negligible. Accordingly, the U.S. domestic price data 
ar~ not adjusted in these estimates. 
10 Dairy experts at FAS point out that this category is comprised primarily of 

' cheddar cheese. Therefore, the data in this series are assumed to represent 
· the world price of cheddar cheese. 
' 11 The U.S. domestic prices for dairy products are from Dairy .. Market 
Statistics published by USDA except for the butteroil prices.which are derived 
from the following formula: 

(price of Grade A butter $/lb x 1.25) + 0.23 $/lb = price of butteroil $/lb · 

This formula was provided by dairy experts at USDA. ·The world price data for 
dairy products are from World Dairy Situation published by USDA except for the 
dry whole milk prices which are from unpublished documents of FAS. 
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pri~es ranged from $0.533 per pound in 1986 to $0.612 per pound in 1988. The 
ad~y~iorem equivalents for the quotas on butter ranged from 190.2 percent in 
1986 to 95.9 percent in 1988. For butteroil the tariff equivalents ranged 
from 273.7 percent in 1986 to 200.8 percent in 1988. In specific terms, the 
price gap for butter ranged from 87.3 cents per pound in 1986 to 58.2 cents 
per pound in 1988, and for butteroil it ranged from 145.9 cents per pound in 
1986 to 122.9 cents per pound in 1988. 

Table 6-5 presents the tariff equivalents for cheddar cheese. The U.S. 
domestic price for cheddar cheese ranged from $1.273 per pound in 1986 to 
$1.238 per pound in 1988 and world prices ranged from $0.499 per pound in 1986 
to $0.748 per pound in 1988. The ad valorem equivalents of the quotas on this 
cheese ranged from 123.5 percent in 1986 to 47.3 percent in 1988. The 
estimates for the specific tariff equivalents for the quotas range from 66.1 
cents per pound in 1986 to 35.4 cents per pound in 1988. 

The above estimated tariff equivalents are also used to approximate 
tariff equivalents for quotas pn other eight-digit HTS items specified in 
Chapter 99. These approximations are necessary since the data required for 
direct price comparison at the eight-digit HTS level are unavailable. As an 
alternative to the price-gap method, tariff equivalents for these other items 
are also estimated using the percent of butterfat and milk solids contained in 
the product. For example, if a product contains 33 percent butterfat and 10 
percent milk solids t~en one-third of the butter specific tariff estimate is 
ad4ed to one-tenth of the nonfat dry milk specific tariff estimate to obtain a 
specific tariff estimate for the product. 12 This content method is. also used 
for those products where world price data exist in order to compare the 
content estimates with the price-gap estimates. 

Table 6~6 presents the tariff equiyalents by eight-digit chapter 99 quota 
line. The tariff equivalents for the fluid milk products (HTS quota lines · 
9904.10.03 and 9904.10.06) are estimated solely by the contents method because 
world price data on fluid dairy products are unavailable. 13 The estimations 
for the dried milk products (HTS quota lines 9904.10.09 through 9904.10.18) 
are taken from tables 1 and 2. 14 The tariff equivalents for butter 

12 The butter estimate was chosen over the butteroil estimate because actual 
domestic and world price data were available for butter. However, since 
butter is approximately 80 percent butterfat, the butter tariff estimate that 
is used in the contents method estimation is scaled to represent a tariff 
equivalent of butter that is 100 percent butterfat. 
13 The tariff equivalent estimates for HTS line 9904.10.03 are based on the 
contents of the imports of New Zealand cream imports which are approximately 
45 percent butterfat and 8.3 percent nonfat milk solids. The tariff 
equivalent estimates for HTS line 9904.10.06 are based on the contents of 
whole milk which is approximately 3.7 percent butterfat and 8.3 percent nonfat 
milk solids. 
14 Because world price data are unavailable for other dried milk products 
(ODMP) (HTS line 9904.10.15) and dried whey CDW) (HTS line 9904.10.18), the 

(continued ••. ) 
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(9904.10.21) and butteroil (9904.10.24) are taken from tables 3 and 4, 
respectively. The tariff equivalents for the various cheeses (HTS quota lines 
9904.10.27 through 9904.10.57) are based on the cheddar cheese price gap 
c~lculated in table 5. 15 Caution must be exercised when using the cheddar gap 
for the other cheeses owing to the great differences between cheddar and other 
cheeses. Moreover, the estimates based on the butterfat and milk solids 
content of a particular cheese should also be interpreted with care since this 
calculation does not account for quality differences among the various 

14
( ••• continued) 

specific tariff equivalent (TE) estimates for DWM are used as proxies for the 
specific TEs for ODMP and the specific TE estimates for NFDM are used as 
proxies for the specific TEs for DW. Ad valorem TEs for ODMP and DW cannot be 
accurately computed from specific TEs and import unit values because unit 
values are likely to overstate the world price. Unit values overstate the 
world price because of quality upgrading that often occurs with quota
restrained imports and the possibility that a portion of quota rents may go to 
exporters. Therefore, to obtain the ad valorem TEs for ODMP and DW, the 
following calculation is performed based on the assumption that the ratio of 
unit values for the products is approximately equal to the ratio of the prices 
of the products. The ad valorem TE of DWM is multiplied by the ratio of the 
unit values (unit value of DWM/unit value of ODMP), and similarly, the ad 
valorem TE for NFDM is multiplied by the ratio of unit values (unit value of 
NFDM/unit value of DW). Based on the above assumptions, it can be shown that 
the former calculation results in an ad valorem TE for ODMP and the latter an 
ad valorem TE for DW. For example, since the unit value ratio (UVDWM/UVoDMP) 
is 0.458 in 1986, then the ad valorem tariff equivalent estimate for ODMP in 
1986 is 0.458 times the ad valorem estimate for· DWM-(or 0.458 x 160.6 percent 
= 73.5 percent). Similarly, since the unit value ratio (UVNFDM/UVDW) is 1.256 
in 1986, then the ad valorem tariff equivalent estimate for ODMP in 1986 is 
1.256 times the ad valorem estimates for DWM (or 1.256 x 142.5 percent = 179.0 
percent). 
15 When world price data are unavailable, the ad valorem TE estimates for the 
various cheeses are calculated using the same method used for "other dried 
milk products" and "dried whey." That is, the specific TE for cheddar cheese 
is used as a proxy for the specific TE for the other cheeses. The ad valorem 
TE for each other cheese is then calculated by multiplying the ad valorem TE 
for cheddar cheese by the ratio of the unit value of cheddar cheese to the 
unit value of the other cheeses. For example, since the ratio of the unit 
value of cheddar cheese to the unit value of blue cheese CUVcc/UV5c) is 0. 794 
in 1986, then the ad valorem tariff equivalent estimate for blue cheese in 
1986 is 0.794 times the ad valorem estimate for cheddar cheese (or 0.794 x 
132.5 percent= 105.2 percent). In all but one case, the other cheeses have 
higher prices than cheddar cheese, and consequently, the ad valorem tariff 
equivalent estimates for these other cheeses are less than the cheddar cheese 
ad valorem estimates. 
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cheeses. 16 The tariff equivalents for the chocolate HTS lines (9904.10.63 and 
9904.10.66) are estimated solely by the content method because of a lack of 
data. 17 The estimations for the remainder of the tariff schedule (HTS quota 
lines 9904.10.60 and 9904.10.69 through 9904.10.81) are taken from the above 
tables where appropriate or approximated by the content method. 18 

16 The butterfat content and milk solids content used for the various cheeses 
are as follows: 

Cheese Butterfat Solids 
-----percent-----

Blue cheese........... 30.5 
Cheddar/American...... 32.0 
Edam/Gouda............ 30.0 
It8lian............... 35.0 

25.0 
25.0 
27.5 

Swiss. • • • • • • • • • • • • . • • • .27. 5 27. 4 
17 The estimates for the chocolate HTS lines (9904.10.63 and 9904.10.66) are 
based on a content of 22.7 percent -dry whole milk. 

· 15 Tariff equivalents for HTS quota lines .9904.10.69 and 9904.10.75 are 
approximated by the dry whole milk estimations. As before, the ad valorem 
tariff equivalent estimates for 9904.10.69 are. scaled by the relative price of 
9904.10.69 to 9904.10.12. Tariff equivalents for HTS line 9904.10.78 are 
appr9ximated by the butter estimations. Tariff equivalents for HTS line 
9904.10.60 are approximated based on the contents of cream. Tariff 
equivalents for HTS line 9904.10.72 are approximated based on the contents of 
ice cream which is 20 percent butterfat and 15 percent nonfat milk solids. 
Tariff equivalents for HTS line 9904.10.81 are approximated based on a content 
of 45 percent butterfat. 
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Table 6-1 
Tariff equivalents for dry whole milk, 1986-88 

Year 

Average 
world 
price1 

Average 
Average world price 
freight & gross of 
handling freight & 
charges handling 

Average 
U.S. price2 

Tariff equivalent 
Specific Ad valorem3 

(Price gap) 

------------------------Cents per kg---------------------- Percent 

1986 
1987 
1988 

92.4 
92.2 

151.0 

9.9 
9.9 
9.9 

1 F.o.b., foreign port. 
2 F.o.b., eastern points. 

102.3 
107.1 
172.0 

250.7 
258.4 
258.4 

3 As a percent of the average world price. 

148.4 
151. 3 
97.5 

160.6 
164.1 

64.5 

Source: World price data supplied by the United States Department of 
Agriculture (USDA), Foreign Agricultural Service (FAS), Dairy, Livestock and 
Poultry division; freight and handling charges provided by the USDA, FAS, 
Dairy, Livestock and Poultry division; U.S. price data are from USDA, 
Agricultural Marketing Service, Dairy Market Statistics; specific and ad 
valorem tariff equivalents computed by the staff of the U.S. International 
Trade Cormnission. 
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Table 6-2 
Tariff equivalents for nonfat dry milk, 1986-88 

Year 

Average 
world 
price1 

Average 
freight & 
handling 
charges 

Average 
world price 
gross of 
freight & 
handling 

Average 
U.S. price2 

Tariff eguivaleht 
Specific Ad valorem3 

(Price gap) 

-----------------------Cents per kg------------------------Percent 

1986 
1987 
1988 

70.1 
101.0 
162.5 

9.9 
9.9 
9.9 

1 F.o.b., foreign port. 

80.0 
110.9 
172.4 

179.9 
179.2 
181. 7 

2 Grade A nonfat dry milk, f.o.b. central points. 
3 As a percent of the average world price. 

99.9 
68.3 
9.3 

142.5 
67.6 

5.7 

Source: World price data are from the United States Department of Agriculture 
(USDA), Foreign Agricultural Service (FAS), World Dairy Situation; freight and 
handling charges provided by the USDA, FAS, Dairy, Livestock and Poultry 
division; U.S. price data are from USDA, Agricultural Marketing Service, Dairy 
Market Statistics; specific and ad valorem tariff equiv!ilents computed by the 
staff of the U.S. International Trade Commission. 
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Table 6-3 
Tariff equivalents for butter, 1986-88 

Year 

Average 
world 
price1 

Average 
freight & 
handling 
charges 

Average 
world price 
gross of 
freight & 
handling 

Average 
U.S. price2 

Tariff eguivalent 
Specific Ad valorem3 

(Price gap) 

-----------------------~Cents per kg---------------------- Percent 

1986 
1987 
1988 

101.2 
97.5 

133.8 

24.9 
27.6 
30.0 

1 F.o.b., foreign port. 

126.1 
131.6 
163.8 

318.6 
309.1 
292.1 

2 Grade A butter, delivered Chicago metropolitan area. 
3 As a percent of the average world price. 

192.5 
177. 5 
128.3 

190.2 
182.1 
95.9 

Source: World price data are from the United States Department of Agriculture 
(USDA), Foreign Agricultural Service (FAS), World Dairy Situation; freight and 
handling charges provided by the USDA, FAS, Dairy, Livestock and Poultry 
division; U.S. price data are from USDA, Agricultural Marketing Service, Dairy 
Market Statistics; specific and ad valorem tariff equivalents computed by the 
staff of the U.S. International Trade Commission. 
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Table 6-4 
Tariff equivalents for butteroil, 1986-88 

Year 

Average 
world 
price1 

Average 
freight & 
handling 
charges 

Average 
world price 
gross of 
freight & 
handling 

Average 
U.S. price2 

.•· 

Tariff equivalent· 
Specific Ad valorem3 

(Price gap) 

-----------------------Cents per kg----------------------- Percent 

1986 
1987 
1988 

117 .5 
115 .1 
134.9 

9.9 
9.9 
9.9 

1 F.o.b., foreign port. 

127.4 
125.0 
144.8 

449.1 
437.2 
415.8 

321. 7 
312.2 
271.0 

2 Based on the Grade A butter price, see fn. 3 in text. 
3 As a percent of the average world price. 

273.8 
271.2 
200.9 

Source: World price data are from the United States Department of Agriculture 
(USDA), Foreign Agricultural Service (FAS)~ World Dairy Situation; freight anµ 
handling charges provided by the'USDA, FAS, Dairy, Livestock and Poultry 
division; U.S. price data are from USDA, Agricultural Marketing Service, Dairy 
Market Statistics; specific and ad valorem tariff equivalents computed by, the 
staff of the U.S. International Trade Commission. · 

6-52 



Table 6-5 
Tariff equivalents for cheddar cheese, 1986-88 

Year 

Average 
world 
price1 

Average 
Average world price 
freight & gross of 
handling freight & 
charges handling 

Average 
U.S. price2 

Tariff eguivalent 
Specific Ad valorem3 

(Price gap) 

-----------------------Cents per kg----------------------- Percent 

1986 
1987 
1988 

110.0 
110.0 
164.9 

24.9 
27.6 
30.0 

1 F.o.b., foreign port. 

134.9 
137.6 
194.9 

2 40-pound blocks, f.o.b., Wisconsin. 

280.7 
271.6 
272.9 

3 As a percent of the average world price. 

145.8 
134.0 
78.0 

132. 5 
121.8 
47.3 

Source: World price data are from the United States Department of Agriculture 
(USDA), Foreign Agricultural Service (FAS), World Dairy Situation; freight a~d 
handling charges provided by the USDA, FAS, Dairy, Livestock and Poultry 
division; U.S. price data are from USDA, Agricultural Marketing Service, Dairy 
Market Statistics; specific and ad valorem tariff equivalents computed by the 
staff of the U.S. International Trade Commission. 

6-53 



Table 6-6 
Tariff equivalents for the dairy sector by Harmonized Tariff Schedule 
classification, 1986-88 

HTS 
Item 
No. 

Tariff equivalent based on FAS 
world price data 
Ad Valorem """Sp,._.e .... c=i-=f=-ic=-----
1986 1987 1988 1986 1987 1988 

Tariff equiv~lent 
based on btitterf at 
and solids content 
Specific · · 
1986 1987 .t988 

----Percent----- --------------Cents per kg-------------
Fluid milk 
products 

9904. 10. 03. • • • • . ( 1 ) 

9904. 10. 06. • • • • • ( 1 ) 

Dried milk 
products 

9904.10.-09 •••••• 
9904.10.12 •.••.. 
9904.10.15 ••.•.• 
9904.10.18 ••..•• 

Butter 

142.5 67.7 5.7 
160.6 155.6 64.5 
73.5 (1 ) ( 1 ) 

179.0 88.0 5.5 

9904.10.21 .••••. 190.2 188.9 95.9 

Butteroil 

99.9 68.3 
148.4 151.2 
148.4 151.2 
99.9 68.3 

9.3 
97.5 
97.5 
9.3 

192.5 184.1 128.3 

9904.10.24 ..•••• 273.7 271.3 200.8 321.7 312.2 271.0 

Cheese 

9904.10.27 ..•..•• 
9904.10.30 ••.••• 
9904.10.33 .•.•.• 
9904.10.36 .•.•.. 
9904.10. 39 •..•.. 
9904.10.42 ..•... 
9904.10.45 •.•.•. 
9904.10.48 ••.•.. 

105.2 88.9 34.7 
132.5 121.8 47.3 
172.5 (1 ) ( 1 ) 

92.4 72.1 27.2 
115.0 112.6 42.8 
74.7 67.0 27.5 
96.6 91.5 40.3 
83.5 78.9 30.8 

145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 

6-54 

116.6 109.4 73.0 
17.2 14.1 6.6 

98.3 87.3 51.4 
101.9 90.8 ·53 .6 
101.9 90.8 53.6 
99.7 87.7 ·:so. 1 
99.7 87.7 50.7 
84.2 80.5 56.2 
84.2 50.-5 56.2 
93.5 82.0 46.7 



Table 6-6--Continued 
Tariff equivalents for the dairy sector by Harmonized Tariff Schedule 
classification, 1986-88 

HTS 
Item 
No. 

Cheese, continued 

9904.10.51. ••••• 
9904.10.54 •••••• 
9904.10.57 •••••• 

Chocolate 

9904.10.63 •••••• 
9904.10.66 •••••• 

Other 

9904.10.60 •••••• 
9904.10.69 •••.•• 
9904.10.72 •••••• 
9904.10.75 •••••• 
9904.10. 78 •••••• 
9904.10.81. ••••• 

1 Not applicable. 

Tariff equivalent based on FAS 
world price data 
Ad V alorem =sp_e=-c=i=f--=i~c ___ _ 
1986 1987 1988 1986 1987 1988 

Tariff equivalent 
based on butterfat 
and solids content 
Speci(ic 
1986 f987 1988 

----Percent----- -------------Cents per kg-..,,;-----------

115 .9 106.4 38.9 
(1) (1) <1> 
(1) (1) (1) 

(1) (1) (1) 
(1) (1) (1) 

(1) (1) (1) 
150.3 140.7 69.6 
(1) (1) <1> 
(1) (1) (1) 
(1) (1) (1) 
(1) (1) (1) 

145.7 134.0 78.0 
145.7 134.0 78.0 
145.7 134.0 78.0 

(1) (1) (1) 
148.4 151.2 97.5 
(1) (1) (1) 
148.4 151.2 97.5 
192.5 184.1 128.3 
(1) (1) (1) 

93.5 82.0 46.7 
(1) '(1) (1) 
(1) (1) (1) 

33.1 34.4 22.0 
33.7 J4.4 22.0 

116.6 109.4 72.9 
(1) <(l) (1) 
63 .'.l . 56.2 35.1 

(1) ,(1) (1) 
(1) (1) (1) 
100.~ io3.6 71.9 

Source: Estimated by the staff of the U.S. International Trade Conunission. 
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.., 11 ,... •. •o 21 
·..I \JL .. I 

.. 
THE UNITED ST ATES TRADE REPRESENT A TlVE 

Executive Office of the President 
i : ,....... ..,,.,_ washlnoton. D.c. 2osr-----.:m---,~-

SEP 2 0 939 
p 3: 2 4 

The Honorable Anne Brunsdale 
Chairman 

... 
_, 

n I 
,. ·.' 
'' 

· · • ' U. s •·· .:itit:ernational Trade Commission 
L~ .... : ... s:eoCE street, s.w. , ./~~ . . -. ... 

Washington, o.c. 20436 ....... ~ .... ,.. s;· 
Dear Madam Chairman: . ,,,. • .:::....._=_j 
To assist in our.work in the Uruguay Round negotiations on 
agriculture I request, under authority delegated by the President 
and pursuant to ~~c~Jcn 332 (g) of the Tariff Act of 1930, ~h~t 
the commission institute an investigation for the purpose of 
providing me with the following reports: 

1. A calculation of the tariff equivalents of U.S. import quotas 
on dairy products, peanuts, cotton and sugar and sugar containing 
products for the individual years 1986-1988. The U.S. proposal 
for tariffication calls for a tariff equivalent to be established 
for each item falling under a non-tariff import barrier. Hence, 
the calculations should be done for each product falling under 
U.S. import quotas during 1986-1988. 

2. A calculation of the tariff equivalent of the voluntary 
export restraint agreements the U.S. negotiated on meat imports 
in 1987 and 1988. 

3. All competitive and economic factors affecting the 
performance of the dairy, peanut, cotton, sugar and beef 
industries in the domestic market and in foreign markets. 

We recognize that the calculation of specific tariff equivalents 
may be problematical but identifying the problems and attempting 
to deal with them will be an important part of this exercise. 

The information on tariff !cation that the Commission provided in 
Investigation No. 332-258 was helpful in submitting our proposal 
on tariff ication to the GATT Negotiating Group on Agriculture in 
July of this year. However, the tariffication provided in that 
investigation was of a general nature, and this request is for 
specificity. The tariff equivalents provided in response to this 
request should be at the 8-digit tariff line level of the 
Harmonized Tariff Schedule of the United States, or at a more 
detailed product level if appropriate. 

In analyzing the competitive and economic factors affecting the 
performance of the dairy, peanut, cotton, sugar and beef 
industries we are particularly interested in the effect of the 
import barrier or foreign export restraint, as the case may be, 
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The Honorable Anne Brunsdale 
Page Two 

on the ability of the industry to compete in the domestic market 
and in foreign markets. 

The Uruguay Round will end in December 1990. 
information requested to be of the most help 
to have the tariff ication information at the 
date but not .later than February 28, 1990. 

In order for the 
to us we would like 
earliest possible 

In accordance with USTR policy, I direct you to mark as 
"confidential" such portions of the Commission's report and its 
working papers as my Off ice will identify in a classification 
guide. Information Security Oversight Office Directive No. 1, 
section 2001.21 (implementing Executive Order 12356, sections 2.1 
and 2.2) requires that classification guides identify or 
categorize the elements of information which require protection. 
Accordingly, I request that y9u provide my Office with an outline 
of this report as soon as possible. Based on this outline and my 
Office's knowledge of the information to be covered in the 
report, a USTR official with original classification authority 
will provide detailed instructions. 

The Commission's assistance in this project is greatly 
appreciated. 
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MEMORANDUM 

TO: 

FROM: 

SUBJECT: 

OFFICE OF THE UNITED STATES 
TRADE REPRESENTATIVE 

EXECUTIVE OFFICE OF THE PRESIDENT 
WASHINGTON 

20506 

September 22, 1989 

WILLIAM THOMAS HART 
DIRECTOR, OFFICE OF EXECUTIVE 

AND INTERNATIONAL LIAISON 
U.S. INTERNATIONAL TRA.DE COMMISSION 

·1 I 
LEONARD w. CONDON ~ t .e 
DEPUTY ASSISTANT U.S. TRADE REPRESENTATIVE 

FOR AGRICULTURAL AFFAIRS 

Due Date for USITC Report on Tariff ication •nd 
Competitive Factors for Agricultural Produ~ts Subject 
to Quotas 

On September 20 Ambassador Carla Hills requested the Cqmmission 
to institute an investigation for the purpose of providing USTR 
with a calculation of tariff equivalents of U.S. import quotas on 
dait-y products, peanuts, cotton and suqar and suqar-co.ntaining 
products, and of the voluntary export restraint agreements on 
U.S. ~eat imports. 

In the final preparation of Ambassador Hills' letter of request 
to the Commission, there was an omission in the statement of the 
due. date for reportinq the requested information to USTR. 

It was our intention to indicate that the tarifficat·ton 
information and the competitiveness analysis should ~o~ be 
submitted as soon as possible, but not later than F~r.uary 28, 
1990. Therefore, the sentence in the letter dealinq ;1f1th this 
point is hereby revised to read as follows: "In ord~r for the 
information requested to be of the most help to us we would like 
to have the tariff ication information and the Colllpetcit.iveness 
analyses at the earliest possible date but not later ~ban 
February 28, 1990." · 
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UNITED STATES INTERNATIONAL TRADE COHKISSION 
Washington, D.C; 

(Investigation N~, 332~i81) 

ESTIMATED TARIFF EQUIVALENTS OF U.S .. QUOTAS ON AGRICULTURAL IMPORTS 
AND ANALYSIS OF COMPETITIVE CONDITIONS IN U.S. AND FOREIGN 

MARKETS FOR SUGAR, HEAT, PEANUTS, COTTON, AND DAIRY PRODUCTS 

AGENCY: United States International Trade Corrunission. 

ACTION: Institution of investigation. 

SUMMARY: Following receipt on September 21, 1989, of a request from the 
U.S. Trade Representative pursuant to authority delegated by the President, 
the Conmission instituted investigation No. 332-281 under section 332(g) of 
the Tariff Act of 1930 (19 U.S.C. 1332{g)) for the purpose of providing the 
following: 

(1) A calculation of the tariff equivalents of U.S. import quotas on 
dairy products, peanuts, cotton and sugar and. sugar-containing products 
for the individual years 1986, 1987, and 1988; 

(2) A calculation of the tariff equivalent of the voluntary export 
restraint agreements the United States negotiated on meat.imports .in 
1987 and 1988; and 

(3) An analysis of competitive and economic factors affecting the 
performance of the sugar, meat, peanut, cotton, and dairy industries in 
the domestic market and in foreign markets. · 

The USTR requested that the Commission furnish such advice not later than 
February 28, 1990. 

EFFECTIVE DATE: October 25, 1989. 

FOR FURTHER IHPORMATIOH CONTACT: For information on other than the legal 
aspects of the study, contact Roger Corey (202-252-1327) or David Ingersoll 
(202-252-1309), Agriculture Division, Office of Industries, U.S. International 
Trade Commission. For information on the study's legal aspects, contact 
William Gearhart (202-252-1091), Office of the General Counsel, U.S. 
International ~rade Cormnission. Hearing-impaired persons can obtain 
information on this study by contacting our TDD terminal on (202) 252-1810. 

WRITTEN SUBMISSIONS: Interested persons may submit written statements 
concerning the investigation. To be assured of consideration, written 
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statements must be· received by the'close of business on December 29, 1989. 
Co~ercial or financial informatior:t -.that a submitter desires the Commission to 
tre~t as conUdential must be submit~ed on separate sheets of paper, each 
cle4rly m4rked "Confidential Business Information" at the top. All 
submi~sions requesting confidential treatment must conform to the requirements 
o.f !!ection 20_1.6 of the Commission'.s Rules of Practice and Procedure ( 19 CFR 
201.6). All written submissions, except for confidential business 
infor~atiori, ~ill be made available for inspection by interested persons. All 
submissions should be addressed to the Secretary at· the Commission's o.ffice in 
Washington, DC. · 

By order of the Commission. 

Issµeg; ·October 26, 1989 
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Kenneth R.·Hason 
Secretary 
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HARMONIZED TARIFF SCHEDULE of the United Statea (1990) 
Annotated tor Statlatlcel Reporting f'urpNN 

SUICllAPJ'Dl IV 

ADDITICIW. IMFCllT ll!SnlICTic:as !STABLISB!D l'tlRSUAllT TO SECTIClf 22 C6 ?11! 
AGRICULTURAL ADJUSnDT l&f, AB NERDEI> 

1. Thi• 1ubchapter coven th• provi1ian1 11t.ablilhed par111m1t. t.o 11ct.ian 22 of th• Aaricul.t.ural Adjua~t. Act., u mmded (7 
U.S.C. 624), i.rllpo1ina i.rllport. f111, herein referred to u dut.i••. lllld quclt.it.at.ive llmlt.1t.ian1 1111 articl .. i.rllport.ed into 
th• Unit.ad St.at.11. Th• dut.111 provided for in t.hil 1ubchapter ara C\mllat.ive dut.i11 which appl7 in addition to th• 
dut..i11, if lflr/, ot.h1m11 i.rllpoaed on th• articl11 inYOlved. UnlH1 ot.hemae it.at.Id, th• dut.111 lllld qumt.it.at.ive 
llmlt.at.ian1 provided for in t.hil 1ubchapt1r apply unt.11 1uapended or t.el'minat.ed. 

2. EJcluaiCl\f. --th• i.rllport. reatrict.ian1 provided for in thi1 1ubchapt.er do not. apply With r11pect. to: 

(a) Art.icl11 i.rllport.ed by or for th• account. of Cf'/ 11•C1 of th• Unit.Id St.at.••: 

(b) C-rcial 11111pl11 of cot.ten or cot.ten wut.e of Cf'I orlain in uncoqii-•Had pack11•• MCb .. iabina not. more t.hCI 22.85 
kiloar- &rOH .. iaht.; lllld articl•• (acept cot.ten lllld cot.t.on -t.e> With m aaar ... t.e value not. over 825 in .,., 
ahipiimt., if Jlllport.ed u a1111pl1a for t.Uina ord1r1, for th• peramal uae of t.ha ~rt.er or for rn•arch; 

(c) Art.icl11 mt.ered for ubibit.ion, diapl8r or 11111plina at. a tr.Se fair or for reaearch, but. only if writ.t.m approval of 
th• Secretary of Aaricul.ture or hil d11ipated rqr11mt.at.iv. ii pr11mt.ed at. the t.iM of mt.ry or bond ii furniahed 
in a fom pr11cribed by th• c-iHioner of Cua~ in m -t. equal to the value of th• MrchandiH u Ht. forth 
in the mt.ry plua the eat.illlated dut.y u det.ellllined at. the time of mt.ry, coadit.ioned upon the product.icm of auch 
writ.t.ci approval within 6 -t.ha frca the date of mt.ry; lllld 

Cd> Cott.on produced in th• Unit.eel St.at.u With napect to which the Secretary of Aaricul.t.ur• ahall have certified that. 
· there bu bem apart.Id without. bmafit. of aubaid7, u m offHt. to th• proposed ramt.ry, 111 lqll&l or ar•ater maber 
of uioar- of cot.tan produced in the Unit.ad St.at.ea, of cy arad• or at.aple. 

C •) Blllllded ayzupa of h•adJ.na 11804 . 50. 20, if mt.ered by a foreipi trade son• uaar, to the at.mt that. t.ha -1 quat.i t.y 
entered into th• cuat.cmm territory doea not. ccmt.ain an -t. of l\llar of nondalleat.ic orlaiJI &rMt.ar t.hm that. 
aut.horlaed by t.ha Foreisn Trade Zonea loud for proc•Hina by a\ICh uaer durina calendar year 11185. 

3. (a) Ptirx wodyct.f.--

U) llllport.ed ut.icl11 aubJect. to th• illp)rt. q110t.u provi.ded for in autib•adinaa 8804 .10. 08 thraulh 8804 .10. SO, acept 
8804.10.24, ..,. be mt.ered cmly by or for th• account. of a paraoa or fim to which a Ucena• bu bem iH\led by 
or under the authority of the S.Cret.ary of Aaricul.t.ure, lllld only in accordec:e With the t.azm of auch license; 
acept that. no a\ICh licmae llhall be required for up to 133,417 tiloar- per q110t.a year of natural Oleddar 
chHH, the product. of Cmuida, mad• trca unput.euriaed lllilt llld aaed not. l•H t.hCI 8 -t.ha • .U.ch prior to 
aport.at.icm bu bem certified to -t. auch requir-t.a by m official of tha Canadim aov.r-t.. Such 
lie-•• ahall be iHued under rlS\ll.at.icma of the Secretary of Aaricul.t.ur• .U.ch he det.eminla Will, to the 
fulleat. at.mt. practicable, reaul.t in the equitable diat.ribut.ion of the reapective qllOt.u for auch ut.iclea 
-ia i.rllport.era or uaera lllld facilitate t.he ut.iUaat.ion of tha q110t.u by th• aupplylna c-t.riea, tKina du• 
account. of fflt'I apeclel factora tlbich 111Q' have affect.ad or ..,. be affect.ina th• trade ill th• articl11 concerned. 

(ii) Under •ubh•adina 8804.10.30 not. 1111re t.hm 4,702,888 tu.oar- of the -ai q110t.a qumt.it.y aha1.1 be product.a 
other t.hm natural Oleddar cheea• made trca unput.euriaed lllilt llld 11ed not. leaa Ulm 8 -t.ha. 

UU) Hot.Wit.hat.mdina fflt'I ot.hv proviaion of thia aubchapter, if th• Secretary of Aaricul.t.ur• det.emin11 that a 
qumt.it.y apecified in th• col11m mt.it.led "()K)t.a C)&ant.it.7" oppoait.e the - of fflt'I c-t.ry 1a not. likely to be 
ent.ved frca •uch country Within fflt'I calendar year, he..,. provi.d• with reapect. to auch article for the 
adJua~t. for that. calendar year, wit.bin the agrqat.e qumt.it.y of 1111ch article pumitt.ad to be mt.Ired fraD 
all count.rlea durina auch calendar year, of th• qumt.it.i•• of •\&Ch ut.icle which mq be mt.ered durina auch year 
fraD th• count.riea apecified u c:01.1Dtri•• of oriain for a11ch ut.icle. 'lb• Secretary of Aaricul.t.ur• aha1l. not.Uy 
th• Secretary of th• Treaaury of a\ICh ..sjua"-lt. lllld, wit.b reapect. to country of oriaill ..sjua~t.a for .,., 
article for tlbich a lie-• i• not. required, fill not.ice thereof With th• Fedval Rgla~ With r11pect to 
art.icl11 for tlhich a Uc-• 1a not. required, auch adJua~t. llhall bee- effective 3 aft.er the det.e of 
publication in the P!deral Buiat.fr. 

(iv) For th• purpoa11 of thia al&bchapter, the t.1111 "IPA ri•!d CO!f'I milt chg11" •- cheeae tlbich: 

CA) Bu a prominclt. cruat. fo~ on th• at.erior aurfac• u a reaul.t. of curina or rlpmina by biol.oaical curina 
agent.a auch aa molda, yeut.a or other microorami-; · 

<B> Viaibly curea or ripena frca t.be aurface ~ the cmt.v; 

(C) Bu a fat. cont.mt. by weiaht. <on a moiat.urrfrH buia) of not l•H t.hm 50 perc:mt.; llld 

<D> Bu a moiat.un content. (calC11lat.ed by weiaht. of th• 11C111-fat.ty matt.er) of not. leaa the 115 percmt., but. doea 
not. include ch•••• with mold diat.ribut.ed t.hrO\llhOllt. it.a interior. 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotated tor Stallatlc-1 Aepotfltto Purpont 

XXII 
99-47 

Cv) the 8ecntu7 1ball dat.umine tbe _.t. of t.be quarterly fMI UI ec:cordslce with t.hh DOt.e 111111 lhall msiounc• 
such f--" lat.er thmQ t.he 25th clq of the -th pr1teedina the. cal.ndar quart.er durina 'lltaich th• feH ahall be 
appllc:able. 1'b9 Sec:ret.u:Y lhall cert.if)' the -t. of aoc:h f- t.o t.be c-t11ionar of C:U.~ Cid file not.ice 
thereof with t.ha bsllu1 Rut:ffr prior t.o the besillnilll of t.be cal.mer quart.er durina tlhich th• fH1 lh•ll be 
applloable. 1'b9 Sec:r•t.erY 1 det.eimt.ne tlld -..ice arrr aclJuatmsit. in the fH• ..cl• Within ~ calendar 
quart.er lJI ecc:ordslce with th• prcwilO of puqrsJlb (ii) hereof, 1hall cert.if)' 1uc:h adjusted fa .. t.o th• 
ca.111ia11er of CUI~. and lball file not.ice thereof with the l!!1tW Rt1itt.K within 3 market. days of th• 
fuWu-t. of that. pron10. 

(vi) If m adj111tWmlt. ii lllllde in the f11 ln accordeca witb the pronao of parqreph CU) hereof, llrlJ' 1ub11q11111t. 
aclJua~ ..Se wit.bin t.hat. quart.er a?sall only be ..Sa on t.ba bui1 of the IYllrA&• spot. pric• for my 10 
-acut.iw mukat. ft}' period fol1-ina the affeet.ive dat.1 of t.he 1-di1t.1ly precedina f11 ldjuatDmlt.. Ko 
aclJua~t. aball be made in my fH !ti accordmce wit.h t.he proviso of llUl&l'•Fh CU) hereof d~ina th• last. 
fift.ea llllUll.•t. "11 of a caledar quart.er. 

(vii) lwf'f aclJua~ mde in a f .. durina a quarter in ucordance with the proviao of parqrsJlb (ii) hereof 1h1ll be 
effect.iv• only with reapact. t.o 11a1ar 1nterad or withdr~ ~ warebouaa for cormmipt.ion after 12:01 a.m. (local 
t.ime at. point. of ant.ry) Clll th• clq followina the fililla of mt.ic• t.baraof with th• ldlEM B11Ut.1r. Prgvid!d, 
that. such ad,jua~t. in the t .. lball not. apply t.o •uaar aport.ld (u dafin.d by Cua~ in accordance wit.h 19 
C.F.R. 152.1> a11 • thrOIJlh bill of ladina t.o the Unit.ad St.at.II fram th• cCNDU7 of origin before such t.iM. The 
...,C.:l.Clll OClllt.alned in the prllCedln& proviso lhall epply regardl111 of wbethar th• adjua~t. in the fa• ii 
upMrd or ~. 

(d) the fol1-ing proviliona have bean 1uapandad parauant. t.o aecut.iva act.ion: 11.ibpuagraphl Ccl<Ul through (c)(vii), 
incl.uaiva, of t.hia -t.• and 1\lbheeding 11904.40.40. 
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Hading/ 
SubhUding 

9804.10.03 

-
.. 

ll904.10.08 

9904 . 10 . 011 

9904.10.12 

9904.10.15 

9904.10.11 

9904.10.21 

9904.10.24 

9904.10.27 

Stat. 
Suf. •ec 

11 

11 

l/ 

l/ 

l/ 

l/ 

l/ 

l/ 

l/ 

.. Artlcl~ ~iption 

"'---· in ~ 12--t.h. per10d beslaniaa . 
Jmiiaz7 1 in ~ year, th• r•peot.i w -.ar11at.e 
qumt.it.y epeoifiad ~l.Olf for, cma of the~ 
clua• of micln 'bu bMn ·mt.erad, no art.icla 
1n aucb clua ..,. be mt.and durill& the r-•'"'er 
Of aucb period: 

·Milk IDd er._, fluid or froun, ·freall or 
aour, -~ OV9r 8 percmt. but. not. 
OYV 45 percmt. bJ .. i&bt. of but.t.aifat.: . 

. • .. Zeal.Cid ............................ : •• 
Other .•.••......•.•.••....•.•....••••••.. 

.. 
; 

.. .. 

. 

Milk IDd ere•, ccmd-ad or waporat.ad, 
cluaifiabla for tariff parpo••• under 
•ubb•adina• 0402.91.20, 0402.91.40, 
0402.119.20 IDd 0402.89.40: 

letberllDda ....................••......•. 
c:.n.da ............••..........•....•..... 
o-a .................................. 
W.at.~ ......•••.....•.....•..•••••. 
Auat.ralia ..........•..•..•..•.•.. : .•••••• 
Other ...........•..••..•........•••.•..•• 

Driad 111Uk, driad er•• IDd driad ..,., 
provided for in chapt.er 4: 

Ducribed in •ubb•edina• 0402.10 mill 
0402.21.20 ............................... 

Deacribed in aubheadinga 0402.21.40 
IDd 0403. 90. 50 .................•.•....... 

Deacribed in aubheadinga 0402.21.60 
IDd 0403.90.60 ........................... 

Ducribad in aubhedinga 0403. 90. 40 
IDd 0404.10.40 ........................... 

But.t.er, and freab or aour ere• cont.ainiDg 
OY9r 45 percmt by .. igbt of butt.erfat., 
provided for in chapter 4 ..................•.. 

Butt.er wbat.it.ut.•1 cont.aining OY9r 
45 percent. bJ .. igbt. of but.terfat. proYtded 
for in 1ubhaadina 0405.00.80 or 2106.ll0.15 
and butt.er oil ~r provided for in the 
tariff 1chedul.• ..........•..•..............•.. 

OieeHa Cid 1ubat.it.ut.H for chHH provided 
for in chapter 4 : · 

Blue"1110ld ch-• (acept Stilt.on 
produced in th• Unit.ad 1tingdall) and 
ch ... • IDd aub1t.it.ute1 for chee1e 
cont.ainiDg, or proceaaed frail, 
blue"1110ld CbHH (provided for in 
•llbb•adina 0406.10, 0408.20.20, 
0406.20.80, 0408.30.10, 0408.30.80, 
0406.40.80, 0406.40.80 or 0406.90.80: 

luropem !cClllOlllic c-mit.y ......... 
Argmt.ina ........................... 
Other ............................... 

l/ See ch•pt.•r 99 1tat.iat.ical not• 2. 
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Units 0, ,. 
·Quota OUlfttity -

.. 

' . 
.. 

.. 

-~ 5,171,117 ·lit.era ._ . 

' C:il"llN! 
In lir-. ln,mr-

,• ti"" con- OU. ti"" con-t.11w1· (ln·kllo- t.lners 
(In kilo-· .,.'!"", (in kilo-

Clrllftll) ·arm> 

.. '. 

l/ 541,3113 .... 153,314 
l/ 31,751 .... 894,274 
l/ 4,1111 .... 805,012 
l/ II, 11711 .... lane 
l/ lloDe .... 111,W 
l/ .... .... 3,821 

Quota OUlntlty 
(In kilogrmms) 

l/ 1111,841 

l/ 3,175 

l/ 226 

l/ 224,111 

l/ 320,8111 

l/ 544,310 

l/ 2,4711,000 
l/ 2,000 
l/ 1 

1n1aa 

Other 
(In kilo-
grmns) 

lone 
2,287 
lone 
lane 
llcD• 

. Bone 

., 



11904.10.30 11 

9904.10.33 11 

11804 .10. 36 11 

11904 .10. 39 11 

llll04.10.42 11 

9804 .10. 45 11 
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Article Description 

~ewer, in cry 12-month period b9ginning 
Jmuary 1 in Cl'f year, the rHpective e&are&et.e 
qumtity 1pecified b91.ow. for one of th• mmilered 
cluHI of articlH hu b9en entered, no article 
in 1uch cla11 may b9 mtered during the r-1Dd•r 
of 1uch period (con.): 

Ch .. ••• end 1ubatitut1• for ch•••• provided 
for in chapter 4 (con.): 

Cheddar chHH, Gld che•H md 
aubatitutea for ch .. •• containiJI&, or 
prGCHled fraD, Cheddar chHH 
(provided for in •ubbeading 0406.10, 
0406.20.30, 0406.20.60, 0406.30.20, 
0406.30.60, 0406.90.10 or 0406.90.80: 

Europ.1111 !conanic Camunity •.•..•••. 
Australia ......................... . 
11 .. Zeal.Cid ........................ . 
Cmada •••..••..• · ••••..•...••••...••• 
Other ••..........•.....•.•....••...• 

American-type chHH, including Coll:ly, 
wuhed curd md granular cheeH (but 
not including Cheddar) and chHH md 
aubatitute1 for ch•••• containing, or 
proce11ed fraD, 1uch .American-type 
ch•••• (provided for in •ubbeading 
0406.10, 0406.20.35, 0406.20.60, 
0406.30.30, 0406.30.80, 0408.90.85 
or 0408.90.80: 

European Ecanamic Caammity •.......•• 
Australia ......................... . 
11.. Zealand ...............••........ 
Other •••••••..••••...•.•.•.•...••.•• 

Edm and Gouda ch..... (provided for 
in 1ubh1adJ.ng 0408.10, 0406.20.40 or 
0406. 90.15): 

European Ecanamic Camunity •.•..•••• 
Sweden ... ; ..••..••.....•...•.•.•.... 
Argentina ••.••.........•...•..•..... 
Other •..•...•••............•.•..•.•. 

ChHH end 1ubatitut.ea for ch11H 
containing, or proc•••ed frcm, Eda 
end Gouda ch•••• (provided for in 
aubheading 0406.10, 0406.20.40, 
0408.20.80, 0406.30.40, 0406.30.60 
Or 0406. ll0.80): 

European Ecaacmic Ccaaunity ...••.••. 
Jlorway •••.•.•..•.•••....•.....•...•. 
Other •••...••.••••• ; ...••..•......•. 

Italian-type ch•••••, mad• fraD cow'• 
milk, in original losve1 <Rmiano mad• 
frcm cow'• milk, lleggimo, Paimeaan, 
Provolone, Provoletti end Sbrinz) 
(provided for in 1ubheading 0406.10, 
0406.ll0.35 or 0406.90.40): 

European Ecanamic Camunity ••.....•. 
Argentina •.••.•.•....•.....••..•.... 
Urugu.y ..•..••..•........•.....•.... 
Other •••.•.•.•...................... 

Italian-type ch•••••, made from cow'• 
milk, not in oriainal loavH (Ramano 
made frcm cow'• milk, R.eggisno, 
Pumeaan, Provolone, Provoletti, Sbrinz 
end Goya) Gld ch•••• md aubatitut•• 
for chHH containing, or proc•Hed 
from, auch Italian-type ch•••••· 
whether or not in original loav11 
(provided for in aubheading 0406.10, 
0406.20.50, 0406.20.60, 0406.30.60, 
0408.90.30, 0406.90.35, 0406.90.40, 
0406.90.70 or 0408.90.80): 

European Econamic Camamity ........ . 
Argentina ••...•.•................... 
Ot.har •.....•. .- .•••........•......... 

Uni ta 
of 

OUlrltity 

11 
11 
11 
l/ 
11 

11 
11 
11 
11 

11 
11 
ll 
11 

11 
l/ 
l/ 

ll 
11 
l/ 
11 

11 
11 
11 

283,000 
1,200,000 
3,100,000 

833,417 
139,8811 

254,000 
1,000,000 
2,000,000 

168,556 

4,011,000 
41,000 

125,000 
1 

1,237,000 
187,000 
25,401 

3,335,000 
3,850,000 

428,000 
1 

47,000 
643,000 

13,063 

Quota OU1ntity 
(in kilogr1rns) 

11 See chaptar 99 atatiatical note 2. 
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XIII 
99-50 

9904.10.48 l/ 

9904.10.51 1/ 

11804.10.54 l/ 

9904.10.57 l/ 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotated tor Stltlatlcal Repottln; l'llfPOIN 

Article Description 

~IDwer, in .,., 12-m:mth period ba&innina 
Jmuuy 1 in .,., yaa.r, th• rHpective aaaragat.a 
qucit.it.7 apecifiad below for ona of t.ha mabarad 
claaaaa of a.rticlaa baa ba9I\ ant.a.rad, no article 
in auch claa1 11111)' be mite.rad du.ring t.ha r-indar 
of auch period <con. > : 

Chaaaa mid allbatit.utaa for chaaaa provided 
for in chapter 4 <con.): 

Swiaa or Daalmntalar ch•••• wit.h ff1• 
fomat.ion (provided for in aubhaading 
0408.ll0.45): 

!11.ropean !cClllClllic Ccmaiunity ........ . 
Auat..ria ............................ . 
Finlcld ............................ . 
Ho~ •.........••....••.•..•.••.•.. 
Swit.aarllllld ........................ . 
Iaraal ............................. . 
Auat..ralia .......................... . 
Canada ••••••••••••••.••••••••••••••. 
Icalmid ...........................•. 
Araantina .....................•..... 
Other ..........................•...• 

Swila or n-it.alar chaa.. ot.har than 
with "11 formation, Gr\l)'ara·procaaa 
chaaaa Cid chaa1a and aub1t.it.uta1 for 
chHaa cont.ainina, or procaaaad frm, 
111ch chaaaH (provided for in 
aubhaading 0406.10, 0406.20.60, 
0406.30.50, 0406.30.60 or 0406.90.80): 

!u.ropam !concmic Ccmaiunit.y ........ . 
Auatria ............................ . 
F inlllZld ........................ : . · .. 
Switaarlmd •........................ 
Other .............................. . 

Cbaaaaa and aub1t.it.11taa for ch•••• 
provided for in aubhaading 0406 .10, 
0406.20.60, 0408.30.60 or 0408.90.80 
(aacapt. chHH not containing cow' a 
milk and aoft. ripmad cow• a milk 
chaaaa, cha••• (aacapt cott.aga chaaaa) 
containing 0.5 percmt or laaa by 
weight of bllt.tarfat and art.icla1 within 
tha 1cope of other import quot.u 
provided for in thil 11lbchaptar) : 

Europem Econmic Ccmaiuni ty ........ . 

Finllllld ............................ . 
Icalcld .......................... · .. 
Horwmy, ............................ . 
Poland ............................. . 
s..ctm ............................. . 
Swit.aarlmd ........................ . 
·- Z.alllld ......................... . 
Canada ••••••••••••.•.•••••..•.••.... 
Auat.ria ....................•........ 
I1raal ............................. . 

Argmt.ina .......................... . 
Auat.zalia ........................... · 
Other .............................. . 

Cbaaaa, and aubat.itutaa for chaa1a, 
cont.aining 0. 5 percent or laaa by 
waiaht. of but.tarfat, provided for in 
aubhaading 0406.10, 0406.20.60, 
0406.30.60 or 0406.90.60 (azcapt. 
a.rticlaa Wit.bin t.ha acopa of other 
import. quot.u provided for in t.hh 
•\lbchapt.a.r): 

~1111 !conallic Ccxmllnity ........ . 
Poland ............................. . 
Auat..ralia .......................... . 
H• Zealand •.........•.............. 
s..den ............................. . 
Iaraal ............................. . 
Other .............................. . 

Units 
of 

Quantity 

l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 

l/ 
l/ 
l/ 
l/ 
l/ 

l/ 

l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 

l/ 
l/ 
l/ 

li 
l/ 
!/ 
l/ 
11 
!.I 
l/ 

6,000,000 
6,280,000 
8,200,000 
6,883,000 
3,430,000 

27,000 
500,000 

70,000 
300,000 

60,000 
85,276 

3,625,000 
920,000 

1,000,000 
1,850,000 

79,833 

20,456,000 

1,300,000 
323,000 
150,000 
1136,224 

1,059,000 
1,220,000 

11,322,000 
1, 141,000 

650,000 
673,000 

100,000 
1,050,000 

201,635 

4,000,000 
174,907 
250,000 

1,000,000 
250,000 

50,000 
1 

Quot.I Quantity 
(in kilogr.ins) 

(of lllhich 353,000 ara raaarvad 
for Portugal» 

<no more than 160, 000 of 'llbich 
ahall contain more than 3 percent 
by weight of butt.arfat) 

l/ Saa chapt.ar 119 at.at.iat.ical not.a 2. 
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HARMONIZED TARIFF SCHEDULE of the United Stetea (1990) 
Annot•ted tor Stdstlc-1 Reportln; Puff>OSN 

Huding/ Stat. 
S bh ..... Suf. Article Description 

u e ... 1ng l cc: 

..,m-r, in my 12"1110nt.h period beginnina 
J~ 1 in my year, t.h• r•1pect.iv1 aaar•aate 
qumt.Uy 1pecifhd bel- for one of t.he mlllbered 
cluH1 of articl11 baa been entered, no article 
in 1ucb claa1 my be entered during th• r-inder 
of 1uch period (con.): 

9904 .10. 60 11 Halt.eel milk, end art.icl11 of milk or ere• 
(provided for in 1ubh1adina 0402.29, 
0402.99.60, 0404.90.20, 1704.90.40, 
1901.10, 1901.90.30, or 2202.90.20) ..•......•• 

9904 .10. 63 l/ Qiocolet.1 provided fo1· in •ubh•adina 
1808.20.40, 1806.20.80, 1806.32.20, 
or 1806.90 containing over 5.5 percent. 
by .. iaht. of but.t.•rfat. Cu:cept. art.icl11 
for conawnpt.ian at retail aa cmidy or 
confection): · o 

Ir11And .••..............•......••..••.•.• 
Unit.eel ICingdan ...............••.....•.... 
If ether lllllda .............•...•••..•••••.•• 
Aultralia ......•......•.......•••••.•••••• 
New Zealend •.................••••••.••.•• 
Other .............•..........•.• ·•• .•.• •• 

9904 .10. 66 11 Olocolat.e provided for in 1ubh1adinp 
1806.20.40, 1808.20.80, Cid 1806.32.20, 
end art.icl11 containing chocolate provided 
for in •ubh•adina• 1808.20.80, 1808.90.00 and 
1901.90.80 and heading 2105.00.00, containina 
5.5 percent· or lH• by .. i!lht of butterfat. 
(mccept. art.icl•• for consmapt.ion at ret.ail 
aa cendy or confect.ion) : 

Uni tee! ICingdCllll. . . . . . . . . . .....•.•.•••...•• 
Ireland •....•.....•......•........••...•. 
Rew Zealmd •......•.........•.....••••... 
Ot.bar •..........•.•..........•..•...••••• 

9904 .10.89 11 Animal fnda cont.ainina milk or milk 
d1rivativa1, clu1ified under 1ubh1adina 
2309.90.30: 

Irelcid .•.................•.......•••...• 
United ICingdcm ........................... . 
Rew Zealmd .•.....•......•.....•.•••.•••. 
Aultralia .........•.......•...••••••.•.•• 
Ot.bar .....................•....•••.....•• 

9904 .10. 72 11 Ica crea, u provided for in 
h•aclina 2105.00: 

B11ai1111 .•..•...•......•.•.....•.......... 
Rew Zealmd •..........••...•....•........ 
Dcmarlt •..•....•..•.........•••....•..•.. 
Nat.bar lllllda ......••.....•......•......... 
J-1ca .•.••.......•.....••....•.••....•. 
Ot.bar ...•..•...•..••..•..•.......•...••.. 

9904.10.7' 11 Dried milk, whey end buttezmilk (deacribecl 
in aubh•adina 0402.10, 0402.21.20, 
0402.21.40, 0403.90.40 or 0404.10.40) 
which contains not over 5.5 percent by 
.. 1ght. of butterfet Cid which ii mized 
With other inaradient.e, including but 
not. limited to auaar. if auch m.1Xt.ur11 
cont.ain over 18 percent. milk aolict. by 
.. iaht, are capebl• of beina furt.her 
procaaaed or mized with similar or othar 
inaradimta met are not prepared for 
market.ins to t.he retail cona11111r1 in th• 
idmt.ical !om Cid package in which 
imported; all th• foregoing miXt.urea 
provided for in 1ubheadings 0404.90.60, 
1517.90.40, 1704.90.80, 1806.20.80, 
1806.32.40, 1806.90, 1901.20, 1901.90.80 
aid 2106.90.50, azcept articl11 Within 
th• 1cope of other import r11trict.ions 
provided for in this 1ubchapter ..•.•....•...•. 

l/ S•• chapter 99 1tati1tical note 2. 
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Units 
of 

OU1ntity 

11 

l/ 
11 
l/ 
l/ 
1/ 
l/ 

11 
11 
11 
11 

11 
11 
11 
l/ 
l/ 

11 
11 
11 
11 
11 
11 

11 

2,721 

4,288,491 
3,3711,287 

U,359 
2,000,000 

1 
lane 

421,S.5 
1,700,988 

1 
lion• 

5,470,323 
13,914 

1,782,818 
'6,698 

Ilene 

922,31' 
589,312 

13,059 
104,477 

3,5118 
R-

Quotl Qu.ntity 
(In kilogr9M) 

Quotl OUlntity 
(In liters) 
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Hading/ St.at.· 
~ ....... _ _.... Suf. 
--•nsa·•··e:d 

8904.10.71 1/ 
8904 .10.11 1/ 

9904.20.10 1/ 

HARM'ONl~Eb TARlf.F SCHEDULE of the United States (1990) 
Annoiettd tor Sldatlcll Reporting Purpoaa 

Article 0.scriJ)_tion 

1'11-r, ill any 12._tb period bq111ning 
J1111UUY 1 ill any year, tbe rffpec:tiva aaar .. at.e 
quant.it)' apec:ified belolr for ane of tba umbered 
cluaaa of art.icl•• bu bem mt.ered, no article 
in aucb claa• ..,. be mt.ered during tba rnetnctar 
of aucb period (cm.>: · 

Art.J.cln cmt.ainina owr 5.5 percmt. br 
-iabt. of but.t.erfat., tba but.t.arfat. of tlbicb 
i• camDarCially azt.ract.abla, or tlbicb are 
capable of beina ued for mt edible purpoH 
(.scapt art.iclaa provided for ill baadillg ·0401, 
0402, 0405 or 0408, or aubhaadillg 1517.90.40, 
1704.90.80, 1808.20.80, 1808.32.40, 1808.90, 
1901.10,1901.20 or 1901.90.30 and acapt 
art.icln tlbich are not. •ult.able for uH u 
inarediant.a in tba c~rcial productian 
of edible art.icln>: 

Ov9r 45 percmt. br -iabt. of but.t.arfat. ... 
Ov9r 5;5 percmt. but. not. Oll9r 45 
percmt. tir -iabt. of but.t.erfat. and 
claaaifiabla for tariff parpoa•• under 
•ubha8ding 0404.90.40, 0404.90.80, 
1704.90.80, 1808.20.80, 1806.32.40, 
1808.90, 1901.90.40, 1901.90.80, 
2105.00, 2106.90.40 or 2106.90.50:· 

Auat.ralia...... . . ... ~ ...... .- ...... . 
Bel.aim and o-rt <aaaraaat.a> .... . 
Othar ...........•................. ·:. 

Whan.var, in any 12-tb period beainning 
Hay 29 in mt year, tbe raapec:t.iva quant.it.y 
•pacified below of tlbaat. fit. for bmmn canawapt.ion 
(provided for in ba8dillg 1001) or of milled 
tlbaat. product.a fit. for~ conampt.ian· (provided 
for in beading 1101, 1103 or 1104) tba product. · 
of a apecified foreign country or area bu bean 
ant.ared, no aucb tlbaat. or milled tlbaat. product.a, 
rffpect.ivaly, tba product. of auch country or 
area may be ant.arad during t.ba rmaindar ot: 
aucb period: . 

~:~::::::::::::::::::::::::::::::::::::: 
Bunaary ...................................... . 
Bona ltang ••..••.•..........•..••••.••••...... 
Japm ••...•••••.••••••.••..•.•..••.•......•.. 
Uni t.ed lCingdaD .••••••••••.•.•••••••.•.•...... 
·Auat.ralia ........ ::. ........ ; . · ............... . 
Ge-r ........ · ............................. . 
Syria ....................................... . 
11- Zealand ...........•.........•...•...... 
Qiila •..... · ....•........•......••..•..•...... 
!lather Landa ••.•••••••••••••••••••••••••.••••. 

~:b~~-:::::::::::::: :··::::::::::::::::::::: 
Cuba ••.•••••••••••••••••••••••••••••••••••••. 
Franca ............•... , •.....•........ ~ ... ." .. 
Graaca ........... : . ••..••.••..•.•............. 
Hazico ..................••••.....•..•.... ." .. . 
Pan-........... { .......................... . 
Urueumy •••••••••• ; •••••••••••..••••••••..••.. 
Poland and Dansie ........................... . 
s..dan ................................ ······. 
Yugoalwia .................................. . 
llorway ....••.••••.•..................•....... 
Canary Ialanda .............................. . 
lbmlani• .•.•...... : •••...•..•................. 
Guat.-ia ................................ : .. . 
Brazil ........... : .......................... ·. 
tlnian ot: Soviet. Socialiat. Jlapublica ......... . 
Bal.aim ..................................... . 
Other foreign count.ri•• or arau ............ . 

Uriita 
of 

QUlntity 

1/ 

1/ 
11 
1/ 

l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 

.i~ 
l/ 
l/ 
l/ 
!/ 
l/ 
l/ 
l/ 
l/ 
l/ 
l/ 

.11 
l/ 
l/ 

Ilona 

1,016,046 
154,221 

Ilana 

Wheat 

Quota Q1Mntity 
(in kilogrsnsl 

Quota Quantity 

(in kilograms) 
Milled Wheat Products 

Cin kilograms) 

21,636,352 1,730,454 
Nona 10,886 
Nona 5,896 
Nona 5,896 
!lone 3,628 

2, 721 34,019 
Kone 453 

2,721 2,267 
2,721 2,267 

Nona 453 
Kone 453 

2,721 453 
54,431 6,350 
2,721 907 
Nona 5,443 

27,215 453 
Ilona 453 

2,721 453 
Nona 453 
Nona 453 
Ilona 453 
Ilona 453 
Ilona 453 
Nona 453 
None 453 

27,215 Nona 
2,721 None 
2, 721 None 
2,721 None 
2,721 None 
Nona None 

l/ See chapter 99 stat.iat.ic•l not• 2. 
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Heading/ Stat 
Suf. Subhuding A eel 

9904.20.20 11 

-

9904.30.10 1/ 

9904.30.20 11 

9904.30.30 l/ 
9904.30.40 11 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotated tor Stddcal Reporting PurpotlN XXII 

99-53 

Units Quota Ou.ntity Article DeaeriPtion ··of 
OUlntity (in kilogr.,,,s) 

..,..,_,, in my 12,..,th period beaillnllla 
Auplat 1 in my year, th• ..., ... ta quantity 
apecified bel.olr of punute <around mate) , 
abelled or not llbelled, blmched or oth•rwiH 
prepared or preHrwd (acept pemut butter) 
provided for in •llbbeedinp 1202. 10, 1202. 20 
md 2008.11, bu been mtared, no •uch prodllcte 
..,. be mtered du.ring the r-.J.nder of 
aucb period .............................••......... 1/ 775,189: eypd!d, ?bat pemut• 

in th• ah~tball be charged qainat 
thi• quota an tba buia of 75 kilogr11m 
for ••ch.100 kiloJraa. of pemuta in 
th• ab•ll 

..,.,_r, in the rupective 12-th period 
ipeeified bel.olr. the ..., ... ta quantity •pecified 
bel.olr for ane of tbe mmered cluH• of articl .. 
or tor the product of a ipeeitied count.r7 or arM 
within aucb ambered clu• bu be.a antared, no 
articla in •uch clu• or the product of •uch 
-try or aru..,. be antered.du.ring th• rmainder 
Of 911Ch period: 

Cotten, not carded, not cClllbed and not 
otbtrwiH proceaaed, th• product of my 
COllDtry or UH including th• United State•: 

Saving a •tapl• lanath \lllder 
28.575 111111 (1-1/8 inchu) Cacept 
barab or rouab cottan having a •taple 
l1a&th under 19.05 111111 (3/4 inch)), c 
mt.ered du.ring the 12-month period 
beainnina Sept.mer 20 in my year: 

Ea7Pt and Sudan <aaai•a•t•> ......... l/ 355,532 
Peru ................................ 11 112,489 
India and Patiat.an (qgrqate) ...... 11 908,784 

-· au.na ............................... 11 821, 780 
Mexico .............................. 11 4,029,378 
Brasil .............................. 11 280,648 
Union of Sovht Socialist 
Republic• ........................... 11 215,512 
Araantina ......... : . ................ 11 2,360 
Haiti ................................ l/ 107 
Ecuador ............................. 11 4,233 
Bondura& •••••••••••.•.•...•••.•••••. 11 341 
Parqu.,. ............................ 11 395 
Colclllbia ............................ l/ 56 
Iraq ................................ l/ 88 
Britillh East Atrice ................. 11 1,016 
Indane•ia end Netherl~ N.., 
Guinea <aaar .. •t•) .................. l/ 32,381 

Britiah W.•t IndiH Cacept 
Barbadoa,·a.rmac1a, J-ica, 
Trinidad, Tobago) ................... 11 9,671 

Nigeria ............................. 11 2,438 
British W.•t Atric• (u:cept Nigerie 
end GbCla) .••• : •••...••..•..••.•.••. l/ 7,259 

Othar, including the United Stat.H .. l/ Kone 
laving •.• taple lanath 28.575 DID 
(1-1/8 inches) or amr• but under 
34.925 111111 (1-3/8 inch••>. ante red 
during th• 12-montb period begiming 
Aupaat 1 in my year: 

Sarah or rough cotton Cu:cept 
cot.tan of perished staple, 
grebbot• and cotton pickings), 
white in color and having • 
Staple length Of 29.36875 DID 
(1-5/32 inches) or more ............. l/ 680,388 

Other ............................... l/ 2,070,940 
Saving a •tapl• length 34.925 m 
(1-3/8 inches) or amre, an tared 
during th• 12-montb period begiming 
Auguat 1 in my year ..................... 11 17,958,074 

l/ See chapter 99 •tati•tical not• 2, 
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XXII 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotated tor Statlatlcal Repotflltf Pu~ 

9904.30.50 l/ 

9904.30.60 l/ 

9904.40.20 '/,./ 

9904. 40.40 1..1 

9904.40.60 'J./ 

Article Description 

\olim"9r, in th• rHpect.ive 12.._t.b period 
apecified below, th• qarqat.e qumt.it.y apec:ifled 
be1- for ca• ot th• umbered cluH• ot art.icl.u 
or tor th• product. of a •pecitied cOISltry or UH 
Wit.bin a11cb mmibered clua bu bffll mt.Red, llO 
article in a11cb clu• or the prodllct. of aucb 
country or area may be mt.ared during the ~er 
of a11ch.period (can.): 

Card at.ripe !Md• traD cot.tea bwiaa a •t.eple 
leaat.b llDdar 30.1625 1111 (1-3/18 inchu), llDd 
cot.tea cClllber wut.a, lap wut.e, aliver waat.e 
llDd rovina wut.e, all th• forqoina, th• 
product. of mr country or arH incl.laclina th• 
Unit.eel St.at.ea, mt.end during th• 12.._t.b 
period be&inning Sept.llllber 20 in mt year: 

Unit.eel lingdam .................••......•. 
Cllll&da ..••••.•.•••••••••••••••••••••••••• 
France .....................•...••....••.. 
India and Pakiat.lln (qarqat.e) ....•..•••. 
letherlanda ....................••.••.•.•. 
Swi tsar lllDd .....................•..•••.•. 
Belai\ID .....••...•......•..........•....• 
Japan ........................••.•..••..•. 
China ..•.......................••••.•.••. 
Egypt. .•••...•..•.•...•..••.•.•••••••••••• 
Cuba ...••••.••..•••...•••.••••••••.•••••• 
Gemmy ................ ····•············• 
Italy ....................•.........•...•. 
Other , inc ludina the Uni t.ed St.at.ea .....•. 

Fiber• of cot.tea proceaaed but. not. apun, 
mt.ared durina the 12-mant.h period beainnina 
Sept.llllber 11 in mr year .•....•........•...... 

Sugars, ayrupm and moluaaa derived frca auger 
cane or augar beet.a, except. tho•• entered 
pira11ant. t.o a Uc.nae iH11ed by the Secretary 
of Agriculture in accordance with U.S. 
not.a 4(a) of this aubchapt.er: 

Principally of cryat.alUne at.ruct.ure or 
in dry 11110rJilOl.I• fo?lll, provided for in 
heading 1702 or in allbheeding 1701.11, 
1701.12, 1701.91.20 or 1701.99: 

!lot. t.o be further refined or improYed 
in quality ...........................•... 

To be. flll'ther refined or ~··iii 
quality ............................. •.• •••...• 

Mot. principally of crystalline atruct.ure and 
not in dry -~ fom, containina 
aoluble non-augar aoUda <excluding mr 
foreign •ub•tanc• that may have bffll added 
or developed in the product) equal t.o 
6 percent or l•H by .. ight of the tot.al 
aoluble aoUda, provided for in heading 
1702 or in allbheading 2106.90.10 ............. . 

!I See chapter 99 atatiatical note 2. 
'J.I S•• chapter 99 ltetiatic•l note l. 

Units 
of 

Qu.ntity 

11 

i~ 
11 
11 
1/ 
1/ 

i~ 
1/ 
1/ 
1/ 
11 
11 

11 

1..1 

.1..1 

'I.I 

Rote: ?be m.t8d - imlicate. that. the pmvta .. un ba b.- mupmded. 

C-12 

Quota Qu.ntity 
(in kilogrlmS) 

SN U.S. note 3(b) of this aubchapter 

(A) 
Minimum Quota 

for certain 
comber w•tn 

1,307,382 
lane 

A,770 .... 
20,836 
13,423 
11,660 .... 

Ian• 
lane 
lcae 

23,082 
6,4211 
lane 

(8) 
Unrnerved 

Quota 

653,6115 
108,721 
34,385 
31,562 
10,317 
8,711 
5,130 

154,1117 
7,857 
3,1111 
2,llA 

11,540 
3,215 
lea• 

Quota OUMtity 
(in kilogr1m1) 

Rates of Duty 
(Section 22 fees) 

2.2C/q, but. not in exceH of 501 

CC> 
Total 
Q1.1ota 

1,961,087 
108, 721 
103,155 
31,582 
30,953 
20,134 
17. 490 

154, 917 
7,857 
3,6811 
2,1166 

34,622 
11,644 
lcae 

An-Wt.·~ and atjuat.ad in' 
accordmlce With U.S. note 4(c} ot t.bia · 
Sllbchapt.er, but. not. bl ac:•• ot 50% 

2.2¢/kg ot tot.al augara, but. not in 
excaaa of 50% 



Heading/ St.It. 
Subheading Sut. 

• ell 

8804.50.20 1/ 

8804.50.40 1/ 

8804.80.20 1/ 

9904.80.40 1/ 

9904.80.80 1/ 

HARMONIZED TARIFF SCHEt>ULE of the United States (1990) 
Annotated tor St•tlatk:-1 Rtp0rtlng Purpoata 

Units Quota Quantity Article Description of (in metric tons) Qu.ntity 

llmded 81NJ19 provided for in •ubb•~ing 
1702.20.20, 1702.30.20, 1702.40, 1702.80, 
1702.90.50, 1808.20.80, 1808.90, 2101:10.40, 
2101.20.40 or 2108.90.50, containing a\aaar• 
de.rived f.rwi auaar cane or •uaar beet.a, c:apable 
of beina f\l.l:'tber proce .. ed or lllill:ad With 
aimilar o.r other ina.redimata and not prepared 
fo.r marketing to th• .retail cona.._r1 in th• 
idmtic:al fom and peckaa• in tlhich imported ....... 1/ lone 

A.rt.iclu c:antainifta OY9.r 8' parcmat. ti)' dry 
.. ilht. of •uaa.r• derived frca auaar c:ane or 
•uaa.r beet.a, whet.her or not lllill:ed With other 
ifta.redhnt.a, capable of being further p.roce .. ed 
o.r msed With •1.mila.r or other ing.redianta, and 
not. prepared for marketing to th• retail 
c:-.ra in th• idmit.ical fom and pectaa• in 
tlhic:b imported; all th• foreaoing a.rt.iclH 
provided fo.r in aubheedina 1701.91.40, 
1702.90.50, 1704.90.60, 1806.10.30, 1808.20.70, 
1806.31, 1806.90, 1901.20, 1901.90.80, 
190S.40, 2008.92.90, 2101.10.40, 2101.20.40, 
2103.90.60 o.r 2108.90.50, ucept. article• within 
the ac:opa of other import reat.rict.ion• provided 
fo.r in 1\lbcbapt.e.r IV of thi1 chapter ............... 11 !lone 

~-r, in fltt1 12-th pa.riod beainninl . 
October 1 in cry year, th• reapact.ive aaareaat.e 
quantity epac:ified below for one of the 
mmtiered c:luHa of art.iclH hu been ent.e~ed. 
no article ln euch clu1 lfW1 be entered dliring 
th• .r-inde.r of auch pariod: 

A.rt.ic:lea containing OY9.r 10 parcent. b)' 
dry .. iaht. of •uaa.r• derived frca auau 
cana or auaar beet.a, ..tlet.be.r or not ml:l:ed 
With other inaredient.a, ucept. 
(a) article• not. principelly of 
cryat.alline at.ruct.ure or not in dry 
..,rphoua fom that ua prepared for . 
marketing to th• retail cona .... r in the 
ldmat.ical fom and peckaa• in tlhich 
imported, or (b) article• wit.bin the 
acopa of h•adlna• 9904.50.20, 
9904.50.40 or other import raat.rict.iona 
provided fo.r in t.hi1 1ubchapt.e.r: 

Provided fo.r in 
1ubbeading 1808.10.20 or 1808.10.30 ...... 11 2, 721 

Provided for in 
1ubbeeding 1901.20 ....................... 1/ fi,350 

Provided for in •ubh•ading 
1704.90.80, 1808.20.70, 1806.20.80, 
1808.90, 1901.90.80, 2101.10.40, 
2101.20.40, 2103.90.60 or 2106.90.50, 
ezcapt cake d1cor1tiona and aimilar 
product.a to b1 u1ed in the •-
c:ondition u import.ad wit.bout any 
f\l.l:'tber proc111ing other than the 
direct applic:at.ion to individual 
peat.ri•• or confect.iona; finely ground 
o.r mut.ic:at.ed coconut maat o.r juice 
thereof mized With t.hoH 1uaua; and 
minced •••food praparat.iona wit.bin th• 
ecopa of eubheeding 1604.20.05, 
1605.10.05 or 1805.90.05 c:ontainina 
20 pa.rcant o.r 1111 ti)' dry weight of 
thoa• •uaa.r• ............................. l/ 76,203 

l/ See chept.er 99 1tat.i1t.ical not.a 2. 

C-13 

XXII 
99-55 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 
AnltolalN lot Sla'Wlcel Repolflno "",,,... 

CllAftlll 2 

ta! ltD IDDU ta! mFAL 

I 
2-1 

1. nu. cbap&.er ... DOt. ~= 

<•> hoducta of t.be llillda claaodW in barl•na• 0201 to 0201 or 0210, unfit. or UUllit.abla for a.- ocmampt.ion: 

(b) Guta, bladdu•, or •'-ha of .U..la <beadlna 0504) or m1MJ. blood (laaadina 0511 or 3002>; or 

(c) Animal fat., other than producta of laud1na OZOll (cbapt.ar 15) 

Addit.ipnal U.S. ftot.t• 

1. For t.be JUZ'PD8• of tJU.• obapt.ar--

(a) tba tam "RJOCMftf C:OVW• Wta .eaiob la8ft be.a arcuid or ~. diced or cut. into •i&M for •t. .. •at. or 
aiailar 119•, ro 911 11111 llllwrl, or •peel~ pioon•ad into fWJ out.a, •pedal abapu, or ot.horwiH mode ready 

(b) 

for particular uaM bf t.be rot.ail -· 

tbo tam "hi~R boof;cut.a" -- )loaf apoolall.J' JllOO••ed into fmq out.a, apeoial abapu, or ot.harwh• ..So 
ready for ,.rtl 119Mthe rot.all w (but. not. arGllllll or ~. diood or out. i.Dt.o aiH• for at.• ••t. 

·or •lailar UM, or rollod or llllwod), .eaiob -ta t.laa apeoifioat.lou in replat.icma iaauod·bJ t.ha U.S. Depue-it. 
of Apicult.uro for l'r!M or Oloioo )loaf, 11111 .eaiob bu bolll ao oort.Uiad prior t.o u:poRat.ion bJ Cl official of th• 
aova~t. of tho aport.1na -"7, ill eooordmce wit.II replat.icma iaauocl bf t.be Socret.uy of tho Treaaucy aft.er 
ccmault.at.ion With t.be Soc:rot.u7 of Aaricult.uro. 

2. In •H••i'll t.be dlat.y on wt.a, no •11-• llball bo Md• for -1 o a 1mt.a Uaoroof auola u beau, fat., md bide or 
akin. !be dlat.iable •tabt. of wt.a in airt.tabt. oont.aillon aubJoot. to apooific rat.a• iDcl.udoll the mt.ire cont.ant.a of the 
cont.ainara. 

D:-3 



I 
2-2 

~ 
~ 

0201 
0201.10.00 

0201.20 

0201.20.20 

0201.20.40 

0201.20.ISO 

0201.30 

0201.30.20 

0201.30.40 

0201.30.ISO 

0202 
0202.10.00 
.. 

0202.20 

0202.20.20 

0202.20.40 

0202.20.eo 

0202.30 

0202.30.20 

0202.30.40 

0202.30.IO 

0203 

0203.11.00 
0203.12 

0203.12.10 

0203.12.90 

0203.19 
0203.19.20 

0203.19.40 

0203.21.00 
0203.22 

0203.22.10 

0203.22.90 
0203.29 
0203.29.20 

0203.29.40 

Stat. 
Sut. 
• cd 

11 

10 3 
80 I 

00 8 

' 00 ' 
00 0 

00 1 

00 3 

oo 8 

10 2 

80 ' 

oo 8 

00 4 

00 8 

00 I 

00 2 

00 1 

00 2 

10 7 
20 5 

10 0 
20 • 

10 8 
80 l 

10 4 
90 7 

00 0 

00 1 

00 0 

00 I 

00 4 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
. '' .. i . ~· . . f . ·. .. ·• . . 

AnnollDd lol .... IC&I ,._... AlfPOIN 
.. 

~ta -es Of nutv 
Article Description - of ... 

' ~- ~-... 
ttaat. of boviM llli8ala; fneb or cbilled: 

4.4o/kl c:arc ..... 81111 bal.f•caroaaa .................... ........ rne (l*,IL) 
3.50/k& (CA) 

Veal ••••••••••••••••••••••••••••••••••••• q 
Otller •••••••••••••••••••••••••••••••••••• q 

OtMr out.a ntb bone m: 
tzoo.....s: 

&p-quaut.y beef CIUta •••••••••••••• q ...... 41 rr .. <l*,IL> 

ot:..r .. ~-: ... ; .. ; : ...... ~ ....... ~ ....... 3.21 <CA> 
q ...... 101 ·.~i '" '"" (l*,IL> 

II (CA) 
·0taiar .•• : .••••••••••••• ; ••••••••••• · ••• ~ •• q ...... 4.40/k& free· <l*,IL> 

' 
3.50/k& (CA) 

llalleleaa: •·' 

l'roc ... ed: 
Bip•qualit.y beef cut.a •••••••••••••• q ...... 41 me (l*,IL> 

I.II <CA> 
Otller ••••••••••••••••••••••••••••••• q ...... 101 free (l*,IL) 

n (CA) 

' 
Otller ••••••••••••••••••••••••• : ••• ·-··· •••• Jra.,. ..•. 4.40/ka v free (l*,IL> 

3.50/k& (CA) 
{ .. . ~ ·. 

" 

ltaat. of boviDa IDi8ala, rn..: 
~oaa ... 81111 bal.f-oarc ....................... ........ 4.40/k& rne (l*,IL) 

3.50/k& (CA) 
Veal •••••••••••• ; ••••••••••••••••• -••••••• q 
C>Uaer •• .-••••••••••• •,• ••••••••••••• ; •• -~ •• ~ . .. ka .... .. 

- OUier cut.a wltb bone m: · ·-
l'roc .. a.s: .. ~·! 

Biab-..,Ut.7 beef cut.a •••••••••••••• q ...... 41 rne (l*,IL> 
3.21 (CA) .. other ... ·~ ...•...•..•• ;: ••••• ;._ •.• :.- ~ .. ; ... 101 Frn (!",IL) .. 81 (CA} 

Otller •••••••••••••••.•••••••••••••••••••• q ...... 4.40/ka 
. '"" (?*,IL) 

llalleleu: 
3.50/ka (CA) 

l'roc ... .s: 
Biab-qualit.7 beef out.a •••••••••••••• q ...... 41 rr .. (l*,IL) 

3.21 (CA) 
Otller ............................... q ...... 101 rne (!"•IL> 

81 (CA) 
Otber •••••••••••••••••••••••••••••••••••• q ...... 4.40/ka ,, '"" (l*,IL) 

3.50/ka (CA) 

Heat of IAfiDe, fraab, chilled, or fros•: 
Fraab or chilled: 

c:arc ..... 1114 bal.f·oaroaaa ............... kg .•••.• FrH 
a.., llbouldara md out.a tbaraof, wltb 
bone 111: 

l'rocuaecl ••••••••••••••••••••••••••• ........ 2.2¢/ka Frn (l,IL) 
1.3Clk& (CA) 

.... md out.a tbereof ••..•••••. kg 
Sbouldan 11111 out.a tberaof •.•.. kg 

Otller ••••••••••••••••••••••••••.•••• ........ rr .. 
.... 11111 out.a tbereof •••••••..• q 
Sbouldan 11111 out.a tberaof ..•.. q 

Otbar: 
l'roc ... ecl ••••••••••••••••••••••••••• ........ 2.2¢/ka Frn (1,IL> 

1.3¢/k& (CA) 

Sp.re rlba ••••..••••••••• · • · •• • q 
Otbar •••••••••••••••••••••••••• Ila 

Otller .••••••••••••••.••••••••••••••. ........ rr .. 
aaw .......................... q 
Ot.ber •••••••••••••••••••••••••• 

Froae: 
Ila 

Caroaaaaa ..S bal.f·oaroaaaaa ••••••••••••• q ••.•.• Fraa a-. ,,,,.,.d dan md out.a tberaof, wltb 
bone in: 

hvoaaad ••••••••••••••••••••••••••• q ...... 2.2¢/ka rraa (1,IL) 
1.3¢/q (CA) 

Other ............................... q ...... Pree 
Other: 

l'rocaaad ••••••••••••••••••••••••••• q ...... 2.2¢/ka Fraa (l,IL) 
1.3C/q (CA) 

Other ....•••••..•...•••••..•.....•.• q ...... rr .. 

11 P.L. 88-482, u mmidad, providaa that certain -•t.a _,.be mad• 111!1jaot t.o m .taaolut.e quot.a ti, Pruidantial 
Proc 1-uon. 

'Z.I Saa 1ubhHdlna 9903. 23. 00. 
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2 

13.2Clk& 

201 

201 

13.2C/kg 

201 

201 

13.2C/kg 

13.2C/ka 

201 

201 

13.2¢/ka 

201 

201 

13.2C/ka 

5.50/kg 

7.2C/kg ! 
! 

5.5e/kg 

' 
7.2¢/ka 

1 

5.5e/kg 

5.5e/kg 

7 .2C/kg 

5.5e/kg 

7.2C/kg 

5.5e/ka 

I 



HARMONIZED TARIFF SCHEDULE of the United States (1990) 

Amtotaled '°' StMWt:M /WpotlJttt PlllPO'N 

0204 1/ 
0204.10.00 Io 2 

0204,21.00 00 I 

0204.22 
0204.22.20 00 4 

0204.22.40 00 0 

0204.23 
0204.23.20 00 3 

0204.23.40 00 I 

0204.30.00 00 • 

0204.41.00 00 5 

0204.42 
0204.42.20 00 0 

0204.42.40 00 • 

0204.43 
0204.43.20 00 I 

0204,43,40 00 5 

Article Description 

tt.at. of abMp or pet.a, fraah, cbllled or floam: 
Carouaaa ..S llalf-oaro ... aa Of 1-11, fraah 
or oblllad ..•••.•••••.••.....••••..•.•••••..•• 

Otllar mat. of llbMp, fraab or chilled: 
earc ..... 11111 llalf-caro ................. . 

Other outa Wit.II baae ill: l.lllb ............................... . 
Otber ••••••••••••••••••••••••••••••• 

llcmeln•: l.lllb ................................ . 
Otber ••••••••••••.•••••••••••••••••• 

Carcuan ..S llalf-carou• .. of 1-11, 
fzoam •••••••••••••••••••••••••••••••••••••.•• 

Otber -t. of llbeap, boa•: 
. caro ..... 11111 llalf-oarc ................. . 

Ot.Mr cut.I Wit.II bone ill: l.lllb ............................... . 
Otber ••••••••••••••••••••••••••••••• 

llcmeln•: 

lklita 
.. ; of 
. OUlntltY 

ta ..... . 

........ 

........ 
ta ..... . 

........ 
q ..... . 

ta ..... . 

........ 

........ 
q ..... . 

1.10/ka 

3.30/ka 

1.10/ka 

3.30/ka 

1.10/ka 

3.30/ka 

1.10/ka 

3.30/ka 

1.10/ka 

3.30/ka 

l.lllb................................ ta...... 1.10/ka 

Otber ••••••••••••••••••••••••••••.•••. ta...... 3.30/ka 

0204.50.00 00 3 tt.at. of aoat.a •••••••••••••••••••••••••••••••• , ta...... Frff 

0205.00.00 00 3 It.at. of Jloran, uaaa, mlaa or bilmin, fraab, 
cbil.led or floam.................................. ta...... rr .. 

0208 

0201.10.00 00 0 

0208.21.00 00 7 
0201.22.00 00 I 
0208.211.00 00 II 
0208.30.00 00 I 

0208.41.00 00 3 
0201.41.00 00 5 
0201.80.00 00 5 
0208.IO.OO 

ldilll• offal of bo¥iDe lllJMll, mne, abffp, 
aoat.a, Jlon••· ...... ml.ea or bilmi .. , fraab, 
cbilled or froam: 

Of bo9iM .u-la, fraab or cbilled ••....•.... 
Of bcw1De m1-le, fros•: 

Toaauea ••••••• , •••••••••••••• , •••••••••• • 
Liwra .•...••.•.•.••...•.••.••..........• 
Other •••••••••••••••••••••••••••••••••••• 

Of IWiae, frail or cbilled •.•••••.•..•.......• 
Of IWine. fro&•: 

Liv.re •.••••..••.••••.• , ••.••.•.•..•••••• 
Otllar •••••••••••••••••••••••••••••••••••• 

other, fr•lh or cbilled ••.•••.••.•.•••••.•...• 
ot.ber • !roam •••••••••••••••••••••••.•••.••••• 

Of abffp U.ncl.ucliJla 1-111 > •••••••••••••••• 
Of aoat.e, 11on... .. .... .u .. 

q ..... . 

ta ..... . 
q ..... . 
q ..... . 
ta ..... . 

q ..... . 
q ..... . 
q ..... . 

q 

or bilmi ................................. q 

Frff 

Frff 
Frff 
Fr ff 
Frff 

Frff 
Frff 
Frff 
Frff 

tutea or autv 

· Sneci.i 

Fr" Cl,n> 
0.80/ka (CA) 

Frff Cl.IL> 
2.80/Jrc CCA) 

Frff (l,IL) 
0. 80/kg CCA) 
Frff (l,IL) 
2.80/ka (CA) 

Frff (l,IL) 
0.80/ka (CA) 
me cz.n> 
2. 80/lrc (CA) 

Free Cl,IL> 
0.80/ka <CA> 

rr .. <I.IL> 
2.80/ka (CA) 

Frff (l,IL> 
0.80/ka (CA) 
Fr" (l,IL) 
2.80/ka (CA) 

Fr" (l,IL) 
0.80/kg (CA) 

· Frff (l,IL> 
2.80/ka (CA) 

l/ P.L. 18-482, u -.led, prwidu that. oert.atn -t.a may be made •ubJect. to -. maolut.e quot.a by Preaidmit.ial 
Procl-t.im. 
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110/kg 

15.4C/kg 

110/kg 

15. 4C/kg 

110/kg 

15.40/kg 

UC/kg 

15.40/kg 

UC/kg 

15.40/ka 

llC/kg 

UC/kg 

Free 

301 

301 
301 
301 
301. 

301 
301 
301 
301 

I 
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HARMONIZED TARIFF SCHEDULE of the United Stetee C1990J 
Ar.noflled '°'.....,., ... 0 .... "",,... 

CllAPm 4 

DAm llCID:I: 111111' mil: l&tmAL lllllT: IDIIUC MllUC!ll " MDIAL CIUGD, 
mr n....., wu1111 ca m:r•nn 

I 
4-1 

1. 'Iba apneaicm -ma·.._. 6all o- lllll or parUalb' or CIClllplAeq *1-11 lllll. 

2. Pndllota obtained bf tbe -mt.rat.lcm of -., a ·•it.It tbe eddlt.icm of lllll or lllllfat. an to be cluaified u cllMa• in 
be.tinl o.oe prcwlded t.bet. u., ._. t.a. u.r.. f.ol.1-inl cbaraoteriat.lu: 

<•> A lllllfat. -t.mt., bf .. llbt. of tbe dl7 mt.ta, of 5 paroet. or-: 

(b) A dZ)' •t.ter ocmt.mt., bf wellbt.. of at. 1-t. 70 paroet. but. not. aoeedina 15 penmt.i a 

(o) ~an •lded or oapabl• of beinl mlded. 

HditJN' u I NM 
1. <•> 'Iba rat.ea of dut.y Ht. f.ortb ID ........,,DI• 0401.30.10 a 0403.I0.10 9PP1:r to tbe flnt. 5,171,UI lit.en of fluid 

2. 

3. 

4. 

lllll a -'or - or-, of• fat. ocmtmt. bf .. llbt. mnd.ID1 I paromt. but. not. ........... 45 peroet., mt.ered 
m.r botb a:&brd1D1• ~lmd ID _, oaledar ,.ar. 

(b) 'Iba rat.a of dut.y aet. f.ortb ID ........,t'll• 0403.I0.70 a 0405.00.70 9PP1:r to tbe t.ou.u.a qunt.lt.lu of butt.er or 
- or- -t.alDllla - 45 peroet. bf .. llbt. of but.t.arfat.: 

(l) 'Iba flnt. 22,171,111 q et.and IDier botla aullbew'tD1• CIOlblmd dlarinl t.be period £rm ••sdi1r 1 in_, 
,.._to tbe f.ol.1-inl Mlrob 31, lDolmi'ft; 

UU 'Iba flnt. 2,217,182 Ila mt.ared IDier botb .-...w'tD1• CIOlblmd clarl'll tbe period fr.- April 1 t.o July 31, 
illolmi'ft, ID_, ,.ar: 

UiU !bo flnt. 2,217,182 Ila mt.ared IDier botb .-.....1naa CIOlblmd durl'll tbe period tr.. Auauat. 1 to October 
31, illolmin, ID_,,.._. · 

ror parpoau of ftllheadlDa 0404.I0.10, tbe t.e111 -.&a llliRHila R9WJEt.rlt.tt• __. _, C08lllet.e lllll prot.elD (cuein plUll 
laot.au..tn) -mt.rat.a that. la 40 peroet. or - plit.ili -- .. t.. 

!be u.iort.at.lcm of .... of wild blrda la prohibit.ad, aoept. .... of•- birda illport.ed for prilpqat.l'll parpoau Wider · 
replat.iCID8 pnsorillad bf tbe leont.ary of tbe IDt.erior a apeoS- Ulpart.acl for aoimt.lflo colleot.icma. 

llo .U-e ID .. llbt aba1l be mde f.or llledlble, DOt. raw'J.q ~le. prot.ect.in conrlDp of c:beue. 

D-6 
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lt.t\l•Mee1 Mt 

HARMONIZED TARIFF SCHEDULE of the United States l 1990) 
Annofllfld '°' ..... ,...... PutpW 

oe·· • arr• 9MmMF' 0=t.v• 
0901.I0.1000 .... 10.03 CMOl.20.IOIO ll09.10.5' 
0901.I0.9000 .... 10.11 0908.IO.lO•O ll09.10.17 
09oa.10.oooo ll09.10.ot o•oe.ao.2000 .... 10.30 
09oa.11.aooo ll09.10.0I 0908. IO. 3000 ll09.10.33 
040l.21 • .000 .... 10.11 0•08.30.•000 ll09.10.31 
CMOl.21.IOOO ll09.10.U CMOl. IO. 5000 ll09.10.51 
CMOl.21.0000 ll09.10.IO CMOl.I0.8010 ll09.10.17 
CMOl.11.IOOO ll09.10.08 0908.30.IOU ll09.10.ao 
CM01.11. •ooo ll09.10.08 0908. 30. 8025 ll09.10.aa 
CMOl.11.IOOO .... 10.0I CMOI. 30. IOIO · ll09.10.31 
CMOl.11.•000 ll09.10.0I 090l.30.IMO ll0•.10.•5 
CMOl.M.IOOO ll09.10.IO 090l.IO.IM5 ll09.10.51 
0903. IO .1000 llM.10.03 090l.30.IOSO ll09.10.57 
0903.IO.•OOO llM.10.11 0909.30.IOIO ll09.10.5' 
0•03.I0.5000 ll09.10.U 0908.•0.IMO llM.10.27 
0903.IO.IOOO .... 10.15 0•08.•o.eo•o llM.10.27 
o•oa.ao.1000 llM.10.21 090l.I0.10IO ll09.10.30 
0903.IO. 7500 .... 10.21 0908.I0.1090 ll09.10.30 
0909.10.•000 .... 10.u 0908.I0.1500 .... 10.31 
0909. IO. IOOO llM.10.IO O•Ol.I0.30IO ll09.10.•5 
0909.IO.IOIO llM.10.75 MOl.I0.3520 .... 10.•2 
0909.IO.ICMO llM.10.11 O•Ol.I0.35'0 110•.10.•5 
0905.00.7000 llM.10.21 0908.I0.•010 ll0•.10.42 
MOS.00.8000 .... 10.a. 0908.IO.•OIO ..-.10.u 
0908.20.2090 .... 10.27 o•oe.ao.•o30 .... 10.42 
0908.20.3020 llCM.10.30 O•Ol.IO.U•O 110•.10.u 
0908.20.Jo.O llCM.10.30 0908.IO.•OIO 110•.10.42 
0908.20.3500 llCM.10.33 O•Ol.I0.•070 110•.10.45 
0908.20.•020 ll09.10.31 O•Ol.I0.'520 ll0•.10.41 
0908.20.•090 llCM.10.31 09H.IO.ISOO ll0•.10.33 
0908.20.5020 lllM.10.'5 CMOl.I0.7000 llM.10.45 
O•Ol.20.5090 llCM.10.'5 o•oe.ao.8010 ll09.10.Z7 
CMOl.20.IOlO llCM.10.27 CMOl.IO.IOlS ll0•.10.30 
090l.20.I015 110•.10.ao o•oe.I0.8025 llCM.10.33• 
090l.20.I025 llCM.10.33 O•Ol.I0.8030 ll0•.10.31 
0908.ZO.IOIO llCM.10.31 0408.I0.800 110•.10.51 
0908. ZO. IMO 11CM.10.•5 0408.I0.8050 ll0•.10,51 
0908.20.IOU llM.10.51 IMH.IO.IOIO ll04.10.U 
0908.20.IOSO llCM.10.57 ll0•.10.54 
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Hudlng/ St& 
Suf. Wlhtllllr'll • cc 

0401 ' 

0401.10.00 00 3 

0401.20 

0401.20.20 00 7 

0401.20.40 00 3 

0401.30 

0401.30.10 00 7 

0401.30.30 00 3 

0401.30.40 00 1 

0402 

0402.10.00 00 2 

0402.Zl 

0402.21.20 00 5 

0402.21.40 00 1 

0402.21.llO 00 II 

0402.21.00 00 1 

0402.111 

0402.91.20 00 0 

0402.91.40 00 II 

0402.1111 

0402.1111.20 00 2 

0402 .1111. 40 oo e 

0402.911.50 00 3 

I·~ 

HARMONIZED TARIFF. S_CHEoULE of the United St1tea (1990) 
AnftO#led '°' • n r 11 ,._, .. AuPoW 

\Mita --or ........ 
Arllcle Deso ... of ___ ...... 

-~· --
tlllk md onm, Dot. ~ aor -.t-e•n•• 
edded lalU or Gt.Mr_.__ .U.: 

Of • in CICIDtm, .,, wilb'. Dot. ........ 
1119 l pill'Omt. ••••••••••••••••••••••••••••••••• Uun •• · O ... /Ut.a rn., (S,D.) 

ot • fn • OGDtm, bf wf.lb\, anedilll 1 
O.IO/li&er (CA) 

..-t bat. Dot. .......... peroet.1 
far aot. - U,351,131 liMrlt 
~Sa llllJ ·~ J9R ••••••••••••• Uun •• O.SO/lit.a rn. (J,D.) 

0.40/liter (CA) 
ou.r .................. ; ................. uur. .. 1.70/li&er rn. (1,D.) 

Of • fB CICIDtm, bf .u,bt., GG I ..... 1.IO/liter (CA) 
: 

penmt.: 
Of • in OClllt.lt, .,, .u,bt., Dot. 
... ..una 45 ..... : 

heorilled Sa 811111Uoml U.I. 
aot.9 1(•) '° W• cdl9p&u 11 • • • • • • • • uur. .. l.IO/lit.a rn. (S,D.) 

O&llier ••••••••••••••••••••••••••••••• uur. .. ISO/lit.a 
J,SO/li&u (CA) 
rn. (l,D.) 
llO/litu (CA) 

OtMr 11 ................................. lit.n.• 11.IO/q rn. (1,D.> 
Ira l.IO/q (CA) 

Hllk md onm, -•t.nt.9cl or CIClllUilWll ...._. 
...- or other~ mt.tu: 

ID ~. ar-1• or ot.Mr •lid foam, 
of • fat. OGDt.mt., bf .u,bt., Dot. ... ..._ 

1.30/lra 1.5 ,.romt. 11 ......................... ·.· ..... q ....... rne (l,D.> 
2.IO/ka (CA) 

ID palllllu, ar-i... or other •lid fo-. 
of • fat. CIClllt.mt., bf .u,bt., ... ..._ 1.5 
,.romt.: 

llot. ~ ...._. npr or othu 
~mt.Hr: 

Of a f•t. amt.mt., .,, •llbt.. 
not. --- I peromt. 11 • • • •. •. • • • q ...... l.IO/ka me (l,D.> 

2.llO/q (CA) 
Of a tn aGDt.mt., bf •ltbt., 
ao...u.i. I pero9iat. but. not. 
ae...u.i. 15 penmt. 11 ............ • q ...... .... ,_ me (1,D.> ., 

5.40/q (CA) 
GUier 11 ............................ q ...... U.10/lrl rne (l,D.> 

OU.r 1/ .................................. q ...... 17.51 
10. IO/lrl (CAJ 
rne (l,D.> 

Other: 
HI (CA) 

lot. CODt.aiDinl ..... llQPr or other 
-t.mtna mt.t.ar: 

ID alrt.ilbt. ~n 1/ ........... q .. , ... 2.20/ka rr .. (l,D.> 
1.70/q (CA) 

GUier 1 ............................. q .. •.• .. 3.30/lrl me (1,D.> 
2.IO/ka (CA) 

Other: 
Candm99d llilk: 

In airt.itbt. -t.9Sa9n 11 · ••••• q ...... 3.IO/lrl rn. (l,D.) 
3.10/lrl (CA) 

OtMr 11 ••••..•.•.••••••••••.•. q ...... 3.30/lrl rne (l,D.> 

OtMr 11 ............................ q ...... 17.51 
2.IO/ka (CA) 
rne (l,D.> 
141 (CA) 

11 See chapter 1111 111111 •t.at.i•t.lc:al DOt.e 1 to W• cb9pt.er. 
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a.SO/liter 

1.70/liter 

1.70/liter 

150/liter 

150/lit.ar 

310/ka 

11.IO/ka 

11.llO/q 

13.70/ka 

27.30/q. 

351 

40/q 

5.llO/ka 

llO/ka 

5.IO/lr& 

351 



HNdlng/ Stat. 

~ 
Suf. 
• cc 

0403 

0403.10.00 00 1 

0403.llO 

,·' ( 

0403.ll0.10 00 2 

0403.ll0.15 00 7 

0403 • llO. 20 00 0 

0403.ll0.40 00 II 

0403.80.50 00 3 

0403.80.llO 00 1 

0403.ll0.70 00 I 

0403.ll0.75 00 4 

0403.IO.llO 

20 3 
40 I 

HARMONIZED TARIFF SCHEDULE of the United Statee (1990) 

Altnolated '°' Slddul lfepotflnf ""~ · ... 
·' 

•) .~ ,.. .. or autv 

Article~ of 
Q.-dty u.ner• ~ecim 

latt.emUll:, auzdl9d •U.t 11111 onm, ,asurt., 
tesibir 11111 other femmt.ed or Kidified milt 
11111 onm, .... tiler or DOt. CClllC.,t.rat.ed or 
ccmt.atntna added auau or other -t.anina 
•t.t.er or n-ond or omt.eilWll added fzutt., 
mat.a or-= 

IClllll't-. • ••• • •••• • ••••• • ••••••• • ••••.••••••• • • • q ...... 201 rr .. (l,D.> 
1111 <CA> 

O&Mr: 
Saur o- -t.atntna not. onr 0 par-
omt. ~ .. tlbt. of but.t.erfat.; but.t.emtlt: 

Fllltd: 
Sauro-: 

Deeorilled iD eddit.ioaal 
U.S. DOt.a l(a) t.o W1 
c:bapt.er l/ ................ lit.en .. 3.ZO/Ut.er me c1.n> 

2.50/lit.er (CA) 
Otber ••••••••••••••••••••• lit.en .. 150/Ut.er rne (l,D.) 

120/Ut.er <CA> 
latt.emtlt ••••••••••••••••••••• lit.en •• 0.40/lit.er rne <l,D.> 

0.30/lit.er (CA) 
Dried: 

Ccmt.aiDtna not. onr II parc:IDt. 
~ .u.bt. of butterfat. 11 ...•.. q ...... 3.30/ta rr .. <l,D.> 

2.llO/ta (CA) 
Otber: 

CclDt.atntna not. - 35 
parc:.,t. ~ .. tabt. of 
but.t.erfat. 11·············· ........ II.SC/ta Free (l,D.) 

5.40/ta (CA) 
Otlaerl/ .................. q; ..... 13.70/ta rree Cl,JL> 

10.90/ta (CA) 
Sour~ ccmt.atntna onr 45 parc:.,t. 
~ •tlbt. of butterfat.: 

Duortbed tn additional U.S. 
note l(b) t.o WI oMpter l/ ........ ........ 12.30/ta rr .. <l,JL> 

1.80/Jra (CA) 
Other 11 ............................ q ...... 30.90/ta rr .. Cl,JL> 

24. 70/ta <CA) 
Other •••••••••••••••••••••••••••..••••••• ........ 201 Frff <l,JL> 

1111 (CA) 
Dried ••.•••••••••••.•.•••••••••••••• Ira 
Otlaer ••••••••••••••••••••••••••••••• Ira 

1/ SH cbapt.er II llld 1t.et.ilt.ioal note 1 t.o tht1 chapt.er. 
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201 

150/ltt.er 

150/lit.er 

0.50/lit.er 

II.SC/ta 

13.70/ta 

27.30/ta 

30.90/Jla 

30.90/ta 

201 



HadJnG/ Sta. 
SubhMding Suf. .C(j 
0404 

0404.10 

0404.10.20 00 II 

0404.10.40 00 2 

0404.80 
0404.80.05 00 II 

0404.80.10 00 1 

0404.80.20 00 8 

0404.80.40 

30 8 

eo 2 

80 II 
0404.80.80 

20 II 

40 2 

eo 1 

0405 

0405.00.70 00 II 

0405.00.75 00 1 

0405. 00. llO 

20 0 
40 11 

HARMONIZED TARIFF SCHEDULE of the United St•tea (1990) 
Annoteled IOI lhlldcal A~ Alrpoue 

~ta --a• ••nv 
Article Dncrlptlon Q~ a.n.il 

_ .. 
..._,., tlbetber 0r not. -mt.rat.ell or ~ 
added .uaar or otber ~ •t.t.ar: prodlact.a 
-ht.illa of natural llill -t.lt.umt.a, -.U.U 
or not. -t.ainilla added auau or otJlu ~ 
•t.t.u, not. ela...,.n 8J*11fled or lnoluded: 

tlltlr. -.u..r or not. -mt.rat.ell or 
cmt.alDilla added AIU or otber .......w.a 
•t.t.ar: 

Pluld ...................... · .............. lit.era •• 0.40/Ut.ar rne Cl,D.> 

Dried 11 ................................. Jia, ••••• 1.30/lla 
0.30/Ut.ar _(Cl) 
rne Cl,D.> 

Other: 
2.IO/lla CCA> 

...., prot.ein -•t.rat.n •••••••••••••••• q ...... 101 me CA,l,D.) 

Hlllt prot.ein -•t.rat.ee •••••••••••••••• Jia ...... 0.440,q 
II (Cl) 
me CA,I, D.) 

Art.loln o.f llillt or onm 1f ............. q ...... 17.51 
0.30/lla (Cl) 
me c1,n.> 
141 

Ot.ber: 
(Cl) 

Cont.Unlnl ovv 5.5 peromt. "' 
-llht. of but.t.erfet. md not. 
pacJtaaect for retail ••· ••••••••••• ········ lU me Cl,D.> 

.Prorided for in ... .,.,..,,u,,. 12.U (Cl) 

8804 .10. 78 ••••••••••••••••••••• Ila 

Prwlded for in ......... ,,. 
8804 .10 • 81 ••••••••••••••••••••• Ila 

" 
Otber ••••••••••••••••••••••••.• Ila 

Otber ............................... ········ 101 rne (l,D.) 
u (Cl) 

SubJeot. to ..,t.u •t.abliahed 
panumt. t.o Hot.ion 22 of ta. 
Aarlcult.ural MJ•~t. Aot., ·-

- -.dad: rr-tded for in ntibead• 
- 8804.10.75 ............ Ila 

Provided for in ......... 
1111 8804 .10.11 •••.•.•••••• Ila ou..r .•........................ Ila 

llut.t.er 8lld other fat.a .Del olla derl'ftd frm lllllt: 
llut.t.er: 

Deacrlbed in addlt.lonal U.S. 
not.a Ub> to thi• chapt.er l/ ............. Jia •••••• 12.30/lla rr .. (l,D.) 

Ot.bu .................................... Jia ...... 30.IO/lla 
8.IO/lla (CA) 
rne Cl,D.> 

Other 11 ................ , ..................... ········ lOI 
24. 70/lla (CA) 
rne Cl,D.> 
81 (Cl) 

AnbJdroua 11111 fet. ••••••••••••••••••••••• Ila 
Other .................................... Ila 

, 

D-10 

2 

I 
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0.50/Ut.er 

11.IO/lla 

201 

120/lla 

351 

201 

201 

' 

30.IO/lla 

30.IO/lla 

201 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotal9d tor Slallatlcal Repo"*" PlllPOIN 

HNdlng/ Si.t. 
Subhuding Suf. Article Description 

• cd 

0401S aa.. .. llld curd: 
0401S.10.00 Frail cb-• Uncludina ..,., cheue), not. 

f-t.ed. llld CNZd •.•.••••.••..••.••.•••••••• 

10 IS Provided for in aubheedina 8804 .10.21 .••• 
15 1 Provided for in aulibeedina lll04.10.30 •••• 
20 4 Pzorided for in aubbeedina lll04.10.33 •••• 
25 9 Provided for in llllbb•edina lll04.10.31S •••• 
30 2 Provided for in aubheedina 8804.10.39 •••• 
35 7 Provided for in aubh•edina lll04.10.42 •••• 
40 0 Provided for in aulibeedina 8804.10.45 •••• 
45 5 Provided for ln 8\lbh•edina lll04.10.51 .••• 
50 7 Provided for ln •ubb•edina lll04.l0.54 .••• 
55 2 Provided for in aubbeedina ll804.10.57 •••• 
ISO 5 Other ..••••••••. ; .•..••••.•••••••.••••••• 

040IS.20 Grat.eel or pillldered cbeeae, of all kinda: 
llue..,,.lned cheu•: 

0401S.20.10 00 4 Roquefort. cheese •••••••••••••••••••• 

0401.20.20 Other 11 ........•................•.• 

20 8 lt.llt.on produced in the llDlt.ed 
IClnadm •••••••••.•.••.••••.••.• 

40 4 Other •••••••••••••••••••••••••• 
0401.20.30 Oleddar cbeeae 1/ .•.......... · · · · · · · · · · · · 

20 8 Prodaced ln Ceed• llld not. uJeot. 
t.o 110-1111 nqulr-t.a J/ ........ 

40 2 Other ............................... 
040IS.20.35 00 5 Colli)- 11 ................................. 

040IS.20.40 Id• llld Gouda cbeean 1/ .....•.......... 

20 4 Procn• cheue ••..•••.•.•••••••••••• 
40 0 Other ••••••••••••..••••••••••• ••••·• 

040l.20.50 a- 11811• rrm -·• mlk, 11qa1-. ·--· Provolone, Pravolet.t.l, lbrlna 
llld Goya cbMa .. 1/ .......... •.• .... · · · · · • 

..... frm -·. llllk: 
20 1 ·-························ 40 7 Other •••••••••••••••••••••••••• 
ISO 2 Other ••.......••••..•••••••••••••••• 

Other, lncludina llllrturu of the 
ebov'e: 

0401.20.55 00 0 ai ......... from aheep'• llllk •••••• 

0401.20.ISO Other 1/ .••..•........•............. 

10 l Cont.elnlna, or procuaed frcm, 
blue_,,.ined cbeeH (ac-r:i 
St.llt.on produced in the t.ed 
Unadcm llld Jloquefort.) ••••••••• 

15 IS Cont.elnlna. or procu1ed frcD, 
Cbedder cbeeae ••••••••••••••••• 

25 4 Cont.eJ.nina, or procu1ed frcD, 
Alllarlcm-t.ype cheese Cinollldlna 
Colli>', wubed curd llld ar-i..r 
cbHI• but. not. lncludina 
Cleddar) ....................... 

30 7 Cont.eJ.nina, or procu•ed frtD, 
ldm or Gouda cbeean •••••.•••• 

40 5 Cont.elnlna, or procnaed frcm, 
It.ellm-t.ype cb-u (Jlmmlo, 
11eu1-. ·-·-· Prvwlone, 
Pravolet.t.l, 91rlna end Goya) 
118de fral COlf'8 lllllk ••••••••••• 

.·. 

1/ SH cbapt.er 1111 end at.at.lat.lcal not.a l t.o t.bla cbapt.er. 
ii S.. legal not.• 3(a)(l) t.o allbcbapt.er IV of cbept.er 99. 

~ 
of 

QUlfttlty 

........ 
q 
q 
q 
ta 
q 
q 
q 
q 
q 
q 
q 

q ...... 

........ 
q 

q ........ 
q 

q 
q ...... 

........ 
ta 
q 

........ 
q 
q 
q 

q ...... 

........ 

q 

q 

ta 

q 

ta 

D-11 

--or LAnY 

~· 
_ .. 

101 rr .. (l,D.> 
81 <CA> 

101 rne Cl,D.> 
II (CA) 

201 rne Cl,U.> 
111 (CA) 

111 rr .. Cl,D.> 
12.11 (CA) 

201 rne (l,D.> 
181 (CA) 

151 rr .. <l,D.> 
121 (CA) 

151 rr .. <l,D.> 
121 (CA) 

151 rr .. <I.IL> 
121 (CA) 

101 rr .. Cl,IL> 
81 (CA) 

2 

351 

351 

351 

351 

351 

351 

351 

351 

351 



HNdlngl Sta. 

~ 
Suf. •cc1 

0408 
<-.) 
0408.20 
<-.> 

0408.20.IO 
<-.> 

45 0 

"' . 
50 2 

IO 0 

75 3 

0408.30 

0408.30.10 

20 ' 

40 4 
040l.30.20 00 0 

0408.30.30 00 • 

040l.30.40 00 • 

0408.30.50 00 3 

040l.30.55 00 8 

0408.30.80 

10. 

15 4 

25 z 

30 5 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annolaled '°' Stalllllcal ".,.,,., ,..,,.... 

~ti --or autv 
Article Description of'" 

Ql.llfttltv G9Mrll ~lal 

0.-• 111111 _. <-. ): 

Clr•ted or pa.tend cbeo9•, of all 
ltJDda <-.): 

Otber, laaladllla ldzturu of t.be 
mo..<-.): 

0tMr 1J ( CICID • ) : 

Coat.a!JWll, or procnaecl tzm, 
MH, ..._tel.er or 
~-proc-• ............. ta 
Coat.ailWll, or procnaecl tzm, 
lr,adn, GJetoat., 0-1.oat., 
llc*kel.oat. or lloqllefort. ............................. ta 
Other: 

Cant.a1nUla not. over o. 5 
perclllt. bf wllht. of 
but.t.edat. ••••••••••••••••• ta 
Other: 

Coat.alninl -·. llillt •.••••••••••.•••• ta 
Other ................ ta 

l'roca•lld <proc••> cbMae, not. ar•t.ecl or 
plllllllerecl: 

1111e--1nec1 cben• ot.ber t.bm 
lloqu9fort. oheea• 1/ •......•...•....•..... . ........ 201 PrH (l;!L) 

181 (CA) 
St.llt.oa pnduced ill t.be Unit.eel 
liJladcm ...•••.•.••.••.••••.••.•.••.•. ta .... --

Other •.•••••••••.••••••.••••.•••• ; •• ta 
a..ddar cbeea• l/ .. · · · · · · · • · · • • · · · · · · · · · · ta ...... 111 PrH (l,IL) 

U.11 <CA> 
Colll1 ..... l/ .......................... ta ...... 201 Pree (l,IL> 

181 <CA> 
ldta lbd Gouda ob ..... 11 ................ ta ...... 151 PrH (l,IL) 

UI (CA) 
~.-proo ... cbeea• 11 ................ ta ...... 8.41 PrH (l,!L) 

5.11 (CA) 
Other, incl.udina lllst.urn of t.be 
ebave: Oleff•• ..... fzm sheep'• lllllt ••..•. q ...... 151 rr .. Cl.IL> 

121 (CA) 

Other l/. · · · • · · · · · · · • • · · · · · • • • · · · • · · ........ 101 FrH Cl,IL> 
II (CA) 

CCnt.ainilll, or proc .. aed frca, 
bW.--ined cbHH (ncept. 
St.Utan produced ill th• Unit.eel 
Jt1n&clm md Jloqllefort.) •••••••.. ta 
Coat.alnlna, or proc••ed frca, 
Cheddar ..................... ta 
Coat.alnlna, or pzocuaed frca, 
.-.rtc111-t.J'P9 cbees• 
( lnol.udina Colll7. nahlld curd 
111111 ar-1.ar cbHH, but. not. 
incl.udilla aa.ddar) ••••••••••••. ta 
Coat.alnlna, or proceHed frca, 
ldm or Gouda cb-••·········· kg 

-

1/ S.. chapter 19 ..S •t.at.iatieal not.• l t.o t.hi• chapter. 

D-12 

2 

351 

351 

351 

351 

351 

351 

351 

I 
4-7 

a 



I •-a 
He.Sing/ 

Subhading 

0409 
(can.) 
04011.30 
(can.> 

0409.30.90 
(can.> 

0409.40 

0401.40.20 

0408.40.40 

0401.•0.80 

0401.40.10 

Sta. 
Suf. 
• ed 

40 3 
42 1 

., e 

47' 

50 0 

eo e 

75 1 

00 I 

00 4 

20 5 

40 1 

20 1 

40 7 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 

Annotllled lot sr.tldcal ""°""" ,,.,,,,... 
!Atlta - .. ofn.Jtv 

Article DHcrfptlon "--~': Gener• ......... 
Olene md CNrd <-.>: 

l'roc••• (proo••) ollMa•. DOt. 
ant.ad or pllllllend c-. >: 

Other, iDcludiJla mstmee of the 
abcwe ,_,): 

Other l/C-.): 

CanteiniDa. or proo••ed rz-, 
It.ellm-'7Pe chM8u cs-. 
mde rz- -·I llllll, 
1eu1-. r-.m, ri-i-. 
rr-let.t.1, Sbrina md GCIJ•>: ' 

ttada rz- -·. llilll •••••• ka 
Other ••••••••••••••••••••• ka 

CanteiniDa • or proo .. ..s rz-, 
SlriH, limlllt.al.er or 
~ere-prooua obeeeu •••••••• ka 

Cant.ainilla. or procuaed rz-, 
ar,ndaa, GJ•t.oat., 0-loet., 
llotkeloat. or lloquefort. ••••••••• ka 

Other: 
CanteiniDa DOt. - 0.5 

==-~ .~~~. ~~ ...... ka 

Other: 

CanteiniDa -·. llilk .••.••••••.•••••• ka 

Otller ................ ka 
1iu.--1nec1 cb-•= 

Roquefort.: 
In oriainal io.v.. ...••••••••.••.••. q ...... II FrM (l,ll.) 

4.11 (CA) 
Other ••••••••••••••••••••••••••••••• q ...... 101 Fr.. Cl,n.> 

II (CA) 
Other: 

In oriainal io.v.. l/ .. • ........ · .. • ........ 151 Fr.. (l,D.) 
m <CA> 

St.Utan prodllced in the Ullit.ed 
Jtinadm, .••..•••••••••••••••••• ka 

Other •••••••••••••••••••••••••• ka 
Other lf ............................ ........ 201 FrM (l,ll.) 

111 (CA) 
St.Utan prodllced in the Unit.ad 
llnadaa ••...•.•.•••••••••.••..• ka 

Other .......................... ka 

11 SH cblpt.er 88 and at.at.iat.icel not.a 1 t.o t.bil cbapt.er. 

D-13 

2 

351 

351 

351 

351 



/ 

HARMONIZED .TARIFF SCHEDULE of the United States (1990) 
Annolaltd lor Stafllllcal RepolflnO PurpoaN 

Heading/ Stat. 

s~ 
Suf. Article Description 
• cc:t 

04oe as.... 111111 CNld (CCD. ): 
(can.) 
0409.llO Other cbMa•: 
0408.ll0.05 00 8 lz7ndae ch-•· .......................... 
0408.ll0.10 Qieddar cbeea• 11 ........................ 

20 5 Prodllood ill Ceede 111111 DDt. MJect. 
to Uc-taa Nqlllr-U JI ••.••••. 

40 1 Other ....••...••.•.•••.••••••.••••.. 
0408.I0.15 00 4 ldm 111111 Gouda cbeee• 11 ................ 

GJetoat. cbMe•: 
0408.ll0.20 00' MDde fz. aoet. • 1 mll -., or r-

.., allt.eined fzm e mir:tan Of 
aoet.• 1 lllll 111111 DDt. mr• the 20 
percmt. bJ •1-ht. of -· 1 
mill •••••••••••••••••••••••••••••••• 

0408.ll0.25 00 2 Other ............................... 

0408.ll0.30 Gaye cbMa• 1/ .................... • .... " 

20 1 ltlde fz. -·I mll 111111 DDt. ill 
orialDll loav99 ••••••••••••••••••••• 

40 ' Other ............................... 
0408.ll0.35 Sbrina cbHll 1/ ...... • • . • • • • • • • • • • • • • • • • 

20 8 Med• frm cow' 1 mill 1n orlaillal 
loevea ...••..•••••.•••••..••.•..•••. 

40 2 Other ...................•........... 
0408.90.40 a- Md• fram -·• alll, Reaa1mo, 

·---.. rr-i-. 11111 PrcM»let.t.l cb•n•• 1/ ............................... 

._ .... fzm -·· mill: 
10 1 In orlaiDal io.... ............. 
20 ' Other .......................... 

r._ .. n 11111 lqeimo: 
ttld1 fraa -·· allk: 

30 ' In orlalnal loav9a •••••••. 
40 5 Other ..................... 
50 2 Other •.••...•••....•.••.•.••.•. 

Prowlml md ProYolet.t.l: 
Hade frc19 cow'• mlk: 

80 0 In orlainal i.o.v.a ..•••••• 
70 8 Other ••••••••••••••••••••• 
eo a Other ....•....•••.•..•.. , .•.•.. 

11 SH cMpt.er 19 md at.at.ht.icll -t.e l t.o tb11 cMpt.er. 
Z.I S11 l .. al -t.e 3<1 )( U to IUbchlpt.er IV of cbept.er n. 

~ts 
of 

Qu.rtity 

q ...... 

........ 
q 

q 
q ...... 

q ...... 

q ...... 

........ 

ta 

ta ........ 

ta 
ta 

. ....... 

ta 
ta 

ta 
ta 
ta 

ta 
ta 
ta 

D-14. 

,,.. 01 autv 

~· 
~I ... 

1.51 rr .. (l,U.) 
8.81 (CA) 

121 rr.. (l,U.) 
1.81 <CA> 

151 rr .. (l,U.) 
121 (CA) 

8.51 me (l,IL) 
5.ZI (CA) 

101 rr.. (l,U.) 
81 <CA> 

251 rr.. (l,U.) 
201 (CA) 

111 rree <l;IL> 
15.21 <CA> 

151 FrH (l,U.) 
UI (CA) 

2 

351 

351 

351 

351 

351 

351 

351 

351 



1 
•-10 

Hudlng/ 
WNidjj,g 

0408 
(CCIII,) 
0408.IO 
(CCIII. ) 
O.Cll.IO.U 

0408.80.50 

o•ot.I0.55 

0408.80.80 

O•OS.I0.15 

O•Ol.I0.70 

0408.80.90 

Stn. 
Suf. 
• ed 

20 • 
•o o 

00 0 

00 5 

00 • 

1)0 3 

00 • 

10 z 

15j7 

25 5 

30 8 

01 

50 3 

eo l 

75 • 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotated tor Stalllflcal Aeporfln9 Purpont 

Units """"or uutv 
Article Dncrlption of , 

QUlntity Generll 5DeC ... 

a.... .... cnazd ,_,): 

Ot.ber cbeeH (cm.): 

lllriH or ...,taler chHH wi tb 97• 
fo-t.lan, 0-1.oat. end llotkeloat. 
cb-n 11 ............................... ········ l.U FrH Cl,IL) 

5.11 (CA) 
Bwi•• or llmlenthal•r c:hH••········· ta 
0-loat. llld llotk•lo•t. cb .......... ta 

Ot.ber cbee•H, llld eubat.ltut.H for 
cb••••· lDc:ludlna mat.urn of the 
Uove: 

ai-.. med• fraa llheep'• 1111.k: 
In orl11ftal l.Hve• llld 
•ult.ail• for ar•t.1111 .•••.•••.•• ta ...... FrH 

Pecorlno, in orlaillal l.Hvee, 
not. •uit.eble for arat.1111 •••••.• ta ...... FrH 

Ot.ber .......................... ta ...... 151 Free Cl,IL> 
121 (CA) 

Colll)o =-• 11 ..................... ta ...... ZOI Free Cl,IL> 
111 (CA) 

Ot.ber, lncludina alllt.urn of 
tb• ebov9: 

Coat.aining 8-lo, Reaal-. •-•m, rr-Lane, 
rr-iet.t.l, Sbrlm or OoJ•, 
all tb• forqolna mede fzae 
-·· 1111.k 11 .................. ta ...... 7.51 FrH Cl,IL) 

II (CA) 
Ot.ber 1/ ....................... ........ 101 FrH (1,IL) 

81 (CA) 
Coat.ainina, or procH•ed 
fzae, blue._ld ch-• 
Cacept. St.iltcm produced 
in t.h• lh1 t.ed linadme> •••. ta 
Containing, or procH•ed 
fraa, Oleddar chHH ••.... ta 
Coat.ainlng, or proc•••ed 
frail, Amarlcan-t.JP8 
cbffH Clncludina Colll)o, 
wuhed cuzd mc1 ar-lar 
chffH, but. not. lnoludlng 
Oledder) .................. ta 
Containing, or procnaed 
frm, ldm or Gouda 
cbeeae .••••••••.•••.••••.• ta 
Cont.ainlng, or proc•Hed 
fs:cm, 91riH, e.-it.aler 
or Gruren-proc:H• 
ch-•···················· ta 
Ot.ber: 

Cant.alnilll not. over 
O. 5 perc111t. br -laht. 
Of but.t.erfat. .•.... ,,. ta 
Ot.ber: 

Containing -·· allk Cacept. 
aoft.·ripened 
cow'• 11111.k 
cb ... e) ......... ta 
Ot.ber ...••...•.. ll:g 

1/ SH chapter 89 and th• •t.at.l•t.lcal not.a t.o t.hh cbapt.er. 

D-15 

2 

351 

351 

351 

351 

351 

351 

351 



II 
12-2 

Heeding/ 
Subheldlng 

1201.00.00 

1202 

1202.10.00 

1202.20.00 

1203.00.00 

1204.00.00 

1205.00.00 

1208.00.00 

1207 

1207.10.00 
1207.20.00 

1207.30.00 
1207. 40.00 
1207.50.00 
1207.60.00 

1207.91.00 
1207.92.00 
1207.99.00 

1208. 

1208.10.00 

1208.90.00 

Stat. 
Suf. 
&cc 

20 1 
30 9 
90 8 

00 2 

20 5 
40 2 

00 3 

10 0 
20 8 
90 3 

10 9 
20 7 
90 2 

20 8 
30 4 
50 9 

00 7 
00 ' 
00 3 
00 1 
00 8 
00 8 

00 9 
00 8 
00 1 

00 8 

00 9 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 

. Annotalld '°' Slddcal ltfPO"*'f Purpoue 

~ .. nm:ft Of autv 
Article Description of 

QUlfttlty tiener• ,....._,,. 

ao,bema, lllbether or DDt. bzokmt •••.••..•••••.•.•... ········ rne 
Seeda of • kind uaed for .-tna ............... ta 
Seeda of• kind uaed a1 oil atock ..•..•.•.•••. ta 
Other ••...•••••••• , •.•.•.••••..• , ....•.•••..•• ta 

Pellllllt.a ( aromd'"1lllt.a ) • not. rout.eel or othazwiH 
cooked, lllbetbu or not. ahallad or bratm: 

ID a1aa1111 ....•••••.•...••••.••..•....••...•• ta •••••• 9.35C/ta rne (I, IL) 
7.4C/ta CCA> 

Shelled, lllbether or not. bzokmt 11 •••.•••.••••• ........ 8.SC/ta rr .. Cl,IL> 
5.2C/ta (CA) 

ror uae u oil at.oct .••••••••••.• • · • • • • • · ta 
Other .................................... ta 

Copra .•••••.•••••••.•••••••.•.••••••••..••••••••.•• ta •••••• Pree 

Fl.meed (linaeed), lllbether or not. bratmt .•.••••.•. ........ o.eec/ka Pree (l,IL> 
0.80/ta CCA> 

For --uia .................................... ta 
For uae u oil atock ••....••.••••• , .••.••••.•. q 
other ..••••••••...•.•.•..••..••...••••••••••.• ta 

Rape or cola• .... tlbether or not. bzokmt .•••.••• , ......... O.llO/ta rr .. Cl,D.> 
0.70/ta (CA) 

For --uia .................................... ta 
For uaa uou •tock •....•••..•••.•••.•••••... ta 
Other •...•••••••.•••.•...•••...•..•••••..••••. ta 

Sunflower aeeda, .a.ether or not. bzokmt •..••••.•.... ........ Pree 
For uae .. oil •tock ..•••.•..••••••.•.•.•••..• ta 
For plant.~ ..•...••.....••.•••....•••••.••... ta 
Othor ......•••...•...•..•.•.•.•..••.•.•.•• , ... ta 

Other oil .... mdole~ fruit.a, 'llbether or-
not. brotmt: 

Palm mat.• end kemela •......••.•.•••••••.••••• q ...... Fr" 
Cot.t.ml •Mda ••••••••••..•.•.••••••••.••.••••.• q ...... 0.73C/ta Free Cl.IL) 

0.4C/ta (CA) 
Cut.or.,. .................................... ta ••••.• FrH 
Se•- ...................................... ta •.•.•. FrH 
ftnt.azd •aeda .••••••.••••••••••••.••.•••.••••• ta ••...• FrH 
Saff 1-r •Mda •.••..•...•••...••••••••••..••• ta .•.•.• Fr" 
Other: 

Poppy oHda .......•..•••.••.•••••••...••• ta ...... 0.13C/ka Fr" (A,CA,I, IL) 
ShH mat.a (kari t.e nut.a> •••••••••••••••••• ka ...... Free 
Other .................................... ta .••..• FrH 

Flour• end ••la of oil aeede or oleaainoua 
fruit.a, other than Uioaa of -t.ard: 

Of •a,beana •......•.•.•..••.•••.•.........•... q ...... 31 Fr" Cl,IL> 
2.41 (CA) 

Other ..........••.•.•....•......•.•..•........ ta ••.•.• 31 Free Cl,IL) 
2.41 (CA) 

11 Seo beedina 9904.20.20. 

D-16 

2 l 

4.4C/ka 

9.35C/ta 

15.4C/ka 

Fr" 

2.55C/kg 

4.4c/tg 

4.4C/k& 

Free 
0.73C;ta 

1.1c11t1 
2. BC/kl 
4. 4¢/ta 
Free 

o. 7e. ka 
Free 
Free 

201 

20% 

. 



III 
15-1 

HNdlng/ 

~ 

1517 

1517.10.00 

1517.80 

1517.80,10 

1517 .80.20 

1517.80.40 

1518.00 

1518.00.20 

1518.00.40 

SUL 
Suf. 
• cd 

00 2 

20 I 

40 5 
IO 0 
IO I 

20 1 

40 3 
IO I 
IO 4 

10 5 

20 3 

30 1 

40 I 

50 I 

IO 4 

70 2 

80 0 

00 I 

00 5 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotaled '°' Stalldcel ,..,,.,, ,,.,,,,... 

~ rwi:" or nutv 
Article~ ···Of 1 

Qumntlty ...... !'inACim 

Haraarim: edible ldsturee or r:-::ret.1- of 
--.1. or '"'et.Illa fete or ol or of frect.lcma of 
dlU-t. fete or olla of We cbept.er, other tbm 
edible feta or olla or tbelr frect.1- of beedina 
1511: 

tluprlne, ao1.Ddlnl liqllld mraart.m ••••.•••• ta ...... 15.40/ka rr .. (l,D.> 

Other: 
12.3¢/ta (CA) 

Art.iflolal m.sturee of tllo or mn of 
Uio product. prcwlded for 1n heed•na• 
1501 t.o 1515, lnc:lul .... : 

Caat.einina 5 percmt. or mn bJ 
•llbt. of .o,tlem oil or _., 
freot.lan tbereof •.•••.•••••••••••••• ........ 22.51 fr.. (A,l,D.) 

1U (CA) 
le1.ed md coollilll Olla ••••••••• ta 
Beklnl or fr7lnl fete: 

Wholl.7 of ftlet.ebla olla •• ta 
Other ..................... ta 

Other .......................... ta 
OO!er ••••••••••••••••••••••••••••••• ........ 10I fr.. (A,l,lL) 

U (CA) 
le1.ed md cooklnl olla ••••••••• ta 
Beklnl or fr7lna fete: 

tlaoll.7 of .,...n..11i.. olla •• ta 
Other ..................... ta 

Other .......................... ta 
Other .................................... ........ 11Clta Pr.. <I.IL> 

Part.lell.7 llJdrosmet.ed eelal md 
l.IO/ta (CA) 

cooklna oil: 
rz-lded for 1n nlibeedina 
lll04.10.11 ..................... ta 
Other 11 ........................ 

ao,tlem oil, ..tloll.7 bJdroamet.ed: 
-ta 

Prvrided for 1n eubbeedlna 
lll04.10.81. · .................... ta 
Other 11 ....................... ta 

Cot.t.oueed oil, ..tloll.7 
llJdrosmet.ed: 

l'roYlded for 1n eul:lbeedlna 
lll04.10.81 ..................... ta 
Other 11 ....................... ta 

Other: 
frorided for' 1D llUbbeediJla 
lll04 .10. 81 ..................... ta 
Other 11 ....................... ta 

Animal or veget.eble fet.e end olla Cid their 
frect.icma, boiled, oiridiaed, del!Jdret.ed, aul-
furiaed, blollll, poJ,,_riaed bJ hHt. in ve- or 
1n inert. au or otherwiH ch.Ucally mdlfied, 
acludlna thoee of heecllna 1518: inedible lliJrt.urH 
or preperet.tana of m1-l or 'ftlet.eble fet.e or olla 
or of frect.iana of dlUermt. fate or olla of thla 
cbept.er, not. elalMhere apeclfled or included: 

Of liDaeed or f1-lmeed oil •••••••••••••..••.•. ta ...... 8.80/ta FrH (l,lL) 
7 .80/ta (CA) 

Other ......................................... ta ...... 101 FrH (A,l,D.) 
II (CA) 

11 See wbbeedlna 8904.10.7'. 
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l. !bl• ohapt.er .... 1IDt. OOftr: 

<•> Buser CGDfaot.lmazy -t.al.IWla - (baadlq 1808): 

(b) OMm.o~ para auaan (otalar tllm --•· lactoaa, -.l.to8a, aluoo8• IDd fNotoa•) or otbar product.a 
Of baadiJls U..0; or 

(o) Mad1o~ or otbar prodlaot.a of cbapt.ar 30. 

!!ath•!!l1M lot.t 
l. for the parpoan of ..,..,....,na• 1701.11 md 1701.12, "r• tpv" - waar *°9• cant.mt. of-• by •iabt., 

lD tM dZ7 at.at.a, oon•paada to a poluiut.ar rwl1lla of l.au tlle tl.5 -.r-. 

MllS'W'l p.1, ... 
1. !be t.am "Jlarn" aa uaad lD tba "lat.ff of Dut.7" col- of thi• ~r •- llat.ernat.ional. Suaar Dear•• H det.enllnad by 

polarlmt.ric t.aat. perfo-.1 1D aooo"-• wt.th prooecllarn racopiaad by th• Int.amat.ional. c-laai1111 for Unlfom Het.hoda 
of lapr Anab9i• ( IOllBA). 

2. !ha rat.ea lD coi.- IUMrad 1 1D autiheadinp 1701.11, 1701.lZ, 1701.11.20, 1701.tl, 1702.I0.30, 1702.I0.40, 1806.10.40 
mil 2108.I0.10, cm J111UU7 l, 11&8, abaU be affact.iw cm17 durina ncb t.1- aa t.lt.l• II of th• Suaar Act. of 1941 or 
nllet.et.i~ aquivalmt. l .. ialat.iClll la in •ffaot. in th• Unit.ad St.at.ea, ""9thar or 110t. th• quot.ea, or _, of th•, 
mthorlaad by a.la lapalat.iC111, an beina applied or are auqimdad: Pgyid!d, 

(a) that., U tba l'raaidmt. flDda that. a part.lcular rat.a nat. 1-r tha auch JGUU7 l, llMll rat.e, Umit.ed by a part.icular 
quot.a, M7 be aat.abllabed for _, art.iclaa prwided for in th• abov9._t.ionad aubheadinp, tlbich will give du• 
-idarat.lcm to the lnt.arnt.a 1D the U.S. auaar market. of 4-at.ic producers end met.erially affect.ad cont.ract.ing 
part.in to the Gmaral ~t. on Tariffs md Trade, b• aball proclaim 1uch part.lcular rat.• llDd 1uch quot.a 
llmit.at.i1111, to be affact.ive not. lat.ft t.bm th• IOth dllJ fol.lawiDa the t.amlnat.ion of th• effect.lvm .. 1 of such 
laaialat.ioa; 

(b) that. _, rat.a end quot.a 1.lmt.at.ion ao aat.ablluad aball be mcllfled if th• l'r•lldmt. finda end procl.aJJm that. 111ch 
mdifloat.ioa la raqu1ncl or apprapriat.a to atve effect. to th• abon ccmaidarat.iona; Ind 

(o) that. th• J~ 1, 1188 rat.u abaU re- full effact.iveneaa, aubJect. to th• pnwiaiona of thia not.•, if 
la&ialat.lcm aubat.ct.l~ aql&ivalmt. to t.it.1• II of th• Suaar Act. of 1141 ebcul.d aubaeqqant.17 bee- •ffect.lve. 

3. <•>U> th• tot.al lmOUllt. of waan, llJ'rupo IDll 11111laa••• da1crlbed in aubheeding1 1701.11, 1701.12, 1701.91.20, 1701.99, 
1702.I0.30, 1702.I0.40, llOl.10.40 and 210tl.I0.10, the product.a of all foralpi count.riH, ant.erect, or wit.hdra.\ 
frlm wardlouaa for ~icm, durina tho period JllllllUJ l, 1989 throuah Daclldler 31, 1989, ahall not. u:ceed in 
th• aur .. at.a 1,081,279 •t.rlc t.ona, r• value. Of t.hla -t.. th• tot.al mmunt. pemd.t.t.ed to be iqlort.ad for parpoa•• of parqrqb (c)(l) of tbi• not.a (th• tot.al bcae quot.a -t.) aball be 1,053,000 mt.ric t.ona, raw 
value; 1, 115 •t.rlc t.Olll, r• value, ~ onl7 be uHd for the import.at.ion of "1pecialt.7 •user•" .. daflnad by 
th• Unlt.ed St.at.ea Trad• bpreamt.at.iw in accordmc• with parqrqb (c)(li) of tbia not.a; and tbe r-ining 
1,4114 •t.rio tom, rw value, ~ cml.7 be illplrt.ad for th9 parpoHa 1pec1filld ill paragrapi (c)(v) of thJ.a not.a 
CU. quot.a ad,jua~t. -.at.>. 

UU &uau •t.uina t.ba Uaitad St.at.ft durina a quot.a period my be charged to th• prwioua quot.a period with t.ha 
approval of the Socrat.ar7 of A&ricult.ure. Th• Sacr•t.ar7 my Olll.7 grant. auch approval lf <A> th• auaar wa1 
abippad 1D t.ime to mt.er the Unit.ad St.at.ea during tba p:roviou1 quot.a period end (I) tbe auger 1IO\ll.d have 
wcc••full:f ant.arad the Uait.ed St.at.aa durlna th• prevloua quot.• period but. for forcH b9)'lllld t.ha coat.rol of th• 
lllport.ar, includlna but. nat. llm1 tad t.o maina fallura of the t.r-port.ina OCHll curler, unapect.adl.7 1wera 
-u.r OCllldit.1-, IDll act.a of God. 

(b) ... lnllD& wt.th the third calmdar quart.er of 1112, the Secrat.uy of Agricul.t.ur• (berelllaft.er tb• Sacrat.uy) 1h11ll 
aat.abllab for each oalmder qaart.er th• tot.al mount. (uprnaad in t.er1111 of raw value) of augan, 17ruJ18 end mlaaHI 
daacrlbed in the eov.-t.loned aubbaadinga, th• product.a of ell foralgn count.riH, tlhich may ba ent.erad, or 
wit.bdrllllb frlm warebouae for -.pt.ion, during auch calendar quart.er. Th• Sacrat.U7 aball det.anlln• 111ch mount., ' 
infom tM S.Crat.az7 of the Traaa11r7 of bi• det.armlnat.ion, and file not.ice thereof wltb the F!d•rel Reaht.u no lat.er 
than the 15th dllJ of the -tb 1-diat.al.7 precllding the calendar quart.er during tlhich 1uch det.ermin11t.lon 11h11ll b11 in 
effect.. In det.aminina aucb mount.a t.ha Sacrat.uy 1hall giv• dua conaiderat.ion to th• int.araat.1 in th• U.S. auger 
market. of dcmnt.ic pradllcen md mat.eriaU7 affect.ad cont.ract.lng part.in t.o t.h• General Aar•-t. on Tarlffl and 
Trade. 
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(o) U) 1h• tot.al -t.a of naar•, eyzupe and mlHH• pellllit.t.ed to be laplrt.ed under peraar81'h• (•) and (b) of t.hll 
not.• lhall be alloo•t.ed u foU- (ill percent.) to the auppl71na count.rt .. or areu lllt.ed below: 

~ li~~~~f 1111 ~ 
l111:s;ent.y9 
~i•ili!m~&m 

1. Ceneda 1.1 111. 1h•lland 1.4 
2. Gu•t.-i. 4.8 17. l'hlllpplll .. 15.8 
3. a.u .. 1.1 18. T•b•m 1.2 
4. 11 Sdvedor 2.8 19. Au•t.ralla 8.3 
5. Bondura• 1.0 20. Haurlt.iu1 1.1 
8. IUcarqua 2.1 21. Hl>allllbiqua 1.3 
7. Coit.a Rica 1.5 22. Swaailand 1.8 
8. J-lca 1.1 23. larbado1 0.7 
o. Daminlcen R•publlo 17 .8 24. Trlnlded•tobago 0.7 

10. Colamla 2.4 25. Soll vb o.8 
11. Guy- 1.2 28. India 0.8 
12. !cuedor 1.1 27. FlJl 0.1 
13. Peru 4.1 28. Malawi 0.7 
14. lrHU 14.5 29. Zimmbn 1.2 
15. Araent.lna 4.3 30. Other 1peclfled 

count.rl•• and area• 0.3 

llOTI 1: 1h• cat.•aor7 "Other •peoifled count.rl•• and •r•••- 1h•ll con•i•t. of t.he following: 
Hnlco, Bait.l, Parap.,., S.lnt. Olrbtophar•lwl•, Halqa•y Repabllo, t.he hor7 Cout., Caago 
and Urugu.,., 

lorl 2: Beglming wit.h t.h• quot.a year b•ainnlng Sept.mar 28, 1983, t.he quot.a allooet.lon• 
for llcarqua, Coet.a Rica, 11 S.lvador end llallduru lhall be u foll.owl: 

llcaraaua·------------------5,44311et.rlo tane, raw value. 

11 Selvlldar-----------------2.8 percent. of the tot.al bue quot.a -t. pennlt.t.ed to be 
u.iort.ed under paraar•Jlh• (a) and (b) of thl• legal not.• 
plu1 18 percent. of t.h• difference bet.ween 2.1 percent. of 
t.he tot.al bua quot.a -t. and 5,03 met.do tone, raw 
value. 

llanduru·--··--·---····--·--1 percent. of th• tot.al bHe quot.a tlllOUllt. plue 52 percent. 
oft.he difference bet.ween 2.1 percent. of t.he tot.al baH 
quot.a -t. and 5,443 •t.rlo t.ona, raw value. 

Co•t.a Rlca------------------1.5 percent. of tha tot.al bu• quot.a maount. plu• 30 percent. 
of t.he difference bet.ween 2 .1 percent. of the tot.al bu• 
quot.a -t. end 5,443 met.rlo tone, raw value. 

lot.wlthet.anding t.he allocat.ion provlaionl Ht. forth above, t.he Secretary mey, aft.er conault.at.ion wit.h t.he United 
St.et.H Tr9de ReprHant.at.lva, t.h• 0.pen.-tt. of St.ate and t.h• Depart.a.it. of t.he TrH1ury, i11u• re11.1let.ions 
modif'>'ina t.h• •llooat.lon provi•ion1. governing "Other 1pecified countri•• and ar•••- if t.h• Secretary det.ermin•• 
t.hat. •uch modiflc•t.ion• are appropriate to provide 1uch count.rl•• and ar••• re11onabl• ace••• t.o t.h• U.S. 1ugar 
market.. Such regulation• 11117', -a other t.hina•, provide for t.he Ht.abll•hment. of mln1- quot.a anount.1, t.he 
Ht.llbll.._t. of quot.a perlode other t.h111 quart.erl7 perlod1, and t.h• carrying forward of unuaed quot.a anount.1 
lnt.o INbaequent. quot.a periodl. 

(ll) Th• tot.al llllOUllt. of 1peclalt.7 1ugar• pemlt.t.ed t.o be laplrt.ed under paragraph• (a) and (b) of t.hle not.• •hill be 
allocated by providlng Heh of th• foll.owlna oount.rlH ., mnual quot.a of 72 11et.rlo tone, raw value, for t.he 
lqlort.at.lon of 1peclelt.7 1uaar•: 

Belglm 
Burma 
c-roon 
China, People'• R•publlo of 
0..-rk 
Franc• 
Ge~, Fedanl Rapublio of 
Bona Iona 

lndon•ll• 
Ireland 
It.aly 
Japa\ 
Kenya 
Lmdiourg 
ffet.herland1 
let.h•rlande Ant.ill•• 
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South ICorH 
Surln• 
Sweden 
Switzerland 
Unl t.ed XlngdClll 
Venezuela 
y-



(d) 

(•) 

(f) 

(g) 

(h) 
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UU> "ot.wlt.het..ndlna _, authorlt.y 1lwa to th• Unit.ed St.at.a• Trede··RepHHat.at.lve IDier puqrQ118 <•> .nd <1> of 
thla -t.•, tn aU.ooatlna ..,., Uatt.aUCX\ llllpoaad Wldair _, puqr•Jlh of thi• note IX\ the fl'IC'tlt,. of •uau•, 
ayi:upe, md -luH• dHo.rilled lo the aubheadtna• oU.ed 181de.r puq.rqb (a) of till• not.a tlblob 91q be mt.aired --

CA) th• pe.roat. .. • allooation made to the l'hllllpln•• lftlair thia puq.rqb _, not be .redlaoed, .nd 
CB) no allooat.loa _, be Md• to th• Republic of South Afrloa. 

The Seoret.•&'J', aft.er cCX\8ultatlCX\ with th• United St.ate• Trade ReprHmt.at.lve Md the ~t. of St.at.a, .-Y 
auapend Ui• alloc•t.lCX\ provhlom of par .. rap. (o), or .-y Ht.abli•h quant.lt.at.lve lialt.at.lom for perloda of tS
oUier Ulm oalmd•r quut.ara u provided ln par .. rap. (b), lf the Secretary det.endnu t.het. nob aotlon or act.lom 
are approprl•t.• to 1lvo due oCX\8lderet.lon to th• lnt.•r••t.• in tbe U.S. •uaar market. of clameat.lo produo•r• .nd 
materially affect.eel cCX\t.raot.lna put.la• to th• Oeaar•l Agrellll8Dt. oa Tarlffa mid Trede, Th• Seoret.u,. ..,. r•l1111t.at.• 
tha allocat.lCX\ provlalCX\8 of perqrap. (o), or _, .-id _, qumt.lt.at.lva lllllt.at.l- (lnoludina the t.1.M period for 
which auch Umit.at.iCX\a are applicable) ""1ch h.ve prwl-ly bam Ht.abliahed wider tide parq.rap. or par~•pb (b), 
lf th• Seoret.ary det.eaaln•• that. the con•lderat.lom ••t. forth ln the prwloua aantmoe ao warrant.. !be S.or•t.ar,. 
•hall lnfoia th• Sec:ret.uy of th• TrH•Ul'J' of ..,., d•t.•ndnatlon ..a 181der thh parqr.P,. ·Hot.lee of •uob 
det.elmlnat.lCX\8 ahaU be filed with the lmlli Rea&t~, and auob detandnat.lCX\8 ahaU not be- effeot.lve unt.U the 
day foll-lna th• dat.e of flUna of 1ucliniiUOe or 1 lat.er data u .., be apeolfled b,- the Seoret.u,.. 

Th• Dnlt.ed St.at.a• Tred• Bepreaant.et.lve or hb dnlpiee, aft.er comult.at.lon with th• ~t. of Aarioult.ur• and th• 
Depart.mt. of St.ah, _,. modify th• allooat.lon provhlona of parq.rapb (o) (lnoludtna the dalet.lon or lddit.ioa of _, 
count.&'J' or UH), md may praaorlb• further rulH, llalt.at.iom or prahibit.lona on th• ant.r,. of •Ular U h1 flnda that. 
1uch 1ct.iom are e1111roprlat.e to carr,- out the abl11at.loaa of the United St.at•• wider the Intarnat.loaal 8'11ar 
Aan-t., 1977, or _, aucceHor .. re-t. thereto, and that. auob eot.iom 1ive due -iderat.ioa to th• illt.e.r••t.• ill 
th• U.S. •uaar market of clameat.io producer• and mat.erl•lly affected oont.r1ot.1na put.le• to th• Genarel Aar•llD8Dt. on 
Tariff• and Trade. If th• United St.at.•• Trad• Repre11ent.at.lve t.ak .. fl1'lY auob aotloa, he ""911 ao lnfom the Secret.u,. 
of Agrloult.un and •hall publi•h not.le• the.reef in the f~rr1Rui5t.1r. Such aot.lon ahaU not beo- •ffeot.lve unt.U 
th• day foll-tna the dat.a of filing of 1uoh not.ioa or au at.er at.a u ..,. be •pacified b,- t.ha IJDited St.at.a• Trede 
Rapraamt.at.ive. 

Th• Secret.er,- ahall, in OClllault.at.lan with th• IJD1t.ed St.at.•• Trade llapreHatat.lve, the ~t. of St.at.a and ot.har 
cCX\cemed q-iH, review the operat.loa of thh not.a prior to Sept.eabar 1 of each Jear. In .Ulna auch rwl•, th• 
Seorat.ar,. thall determine lilllether tbe coat.inued oparat.lon of parqr•pba (b), (o), (d) and (•) of thh note 1ivea duo 
conaideratlCX\ to the lnt.•r••t• in th• U.S. auaar market of dome•t.lo producer• and materially affaot.ed ooat.ractlna 
pa.rt.iH t.o the General Aar•-t. an Tariff• and Trad•, and tlluothar ·the operet.ioa of paraar.P, <1> of thh not.a _,ld 
1iv• due conai~aratiCX\ t.o auch lnt.ereata. Th• Secretary ahall fll• • not.ice of auch det.endnat.loaa in th• ll!a!1!J. 
Rasilttr no lat.tr than Sept.ember 1 of Heh year. If th• Secret.er,. detazmlne• that the cont.lnued operat.loa of 
puagrapba (b), Co), Cd> and <•> of thit not.a _,ld not 1iv• due c-lderat.lon to tha 1ntarut.a ill th• U.S. •uaar 
market of dc:llleat.io producer• and mat.trl•ll,. affected coat.reot.ina put.ha to tba Oeatral Aar•-t.a ca Tariff• and 
Trade, and that th• provblCX\a of puqrap. <1> of thl• not.a _,ld 1ive du• oomlderat.iom to •uob lnt.air1at.a, 
puagrapba (b), (o), (d) and <•> of thit note ahall t.endnata u of the flrat. day of Oot.ober follawlna •uch 
det.erm1n•t.1oa. 

If paragraph• Cb), (c), (d) and (•) of thh not.a are t.emlnat.ed under th• provlalona of par11r.P. Cf) of thl• note, 
th• total -t of •uaar•, ayrupa and -1 ..... deacribed ill the abon._t.loned aubheadina1, th• product.• of all 
foretan count.riea, entered, or wlt.hdr-. frm wuehouaa for coaampt.lon, ln ..,., fl•cal (Oot.ober 1-Sept.•er 30) yaar 
•hall not ••c•ed, in th• aaarea•t.•, 6,259,576 mat.do tona, r• value. Th• IJDlt.ed St.at.•• Trade Repreamt.at.ive or bl• 
dedgnH may allocate thl• qumtlty -is •uppblna oount.rlH or areu, alld ..,. preaoribe tu.rt.bar rule•, reaulat.1-, 
Umit.et.lona or problblt.iom IX\ th• ent&'J' of 1uaar ill aocordmoe wlt.h the Intamat.ioaal Suaar Aar-t., 1977, and 
Public L .. te-238. The United St.at•• Trade Repreaent.at.lve or hl• dedsn•• •hall illfom th• CcmalHlCX\H of Cuat.ma 
of urt auch act.lea rqardlna the llllport.at.loa of •uaar, mid ahall pabliah not.lea thereof ill the fl!llll1 8111tt.tr, 

For the JIUl'POH• of thh not.a, th• tem "II!! nl!lt" •- th• equivalent. of auob art.lob• ill tame of ordlna&'J' 
c-rclal r• •uaar taat.lna 86 daare•• by thepiiluitcope u det.emlned ln accordance with r .. ulat.ioaa haued b,- the 
Secretary of th• Treuury. Such reaulat.loaa ...,., mana other thlna•. provide: (1) for the entry of auch art.lclH 
pendina·• 'lnal determlnat.oa of polarity: and (2) that poatt.lve or negative ld,Juat11191lt.a for differano•• ln 
preUmln81fJ' and final rw valuu be made in th• •- or aucceedlna quot.a perloda. The prlnolpel aradu and type• of 
•uaar •hall be t.ranalat.ed into tema of rw value in the fol1-1na manner --

( i) for ut.lcl•• deacrlbed in 1ubh11dina• 1101.11, 1701.12, 1701.81.20, 1701.89, 1702.ll0.40, 1808.10.40 and 
2108.ll0.10, b,- aalt.ipl,.lna the amber of klloar- thereof by the arHtar of 0.83, or 1.07 laH 0.017' for Heb 
dear•• of polarl••tiCX\ undtr 100 d•1r••• (and fractlona of •dear•• in proport.lCX\), 

CU) for ut.iclH duorlbed in aubheldina 1702.ll0.30, b,- 1Ultipbtna th• mmiM.r of kilo1r- of th• tot.al auaar• 
thereof (th• s- of the aucroH and reduoina or lmrnt. •uaara> by 1.07. 

(111) Tba Secretary of the Tr•••ur,- 1hall ••t.abll•h a.t.hoda for t.r1111alat.lna •Ular into t.eaaa·of raw value for lllf'f 
•peoial a.rad• or type of •uaar for lillllch h• det.emaln•• that th• r .. value c-t be mauu.red adlqll8t.al,. under 
th• lbcwo providona. · 

UJ> Th• Secretary may ••ept the ent.r,. of art.iclH dH.crlbed in •ubh•ldlna• 1701.11, 1701.12, 1701.91.20, 1701.H, 
1702.90.30, 1702.llO.•o. 1808.10.40 Ind 2108.90.10 from th• requlrtment.a or llmlt.at.loaa ••t.abllahed pa.raumt. to thl• 
not.• IX\ th• condition that. auch ut.tcl .. : (G) be uaed CX\ly for th• product.ion (othtr t.hm by dht.Ulat.ion) of 
polyhydrlo alcohola, except polyhydrlo alcohola for uaa u a •ub•t.lt.ut.e for •uaar in lunan food oom111111t.loa: or (2) 
be rr•zport.ed ln refined foaa or ln •ua•r-cont.alnlna product.a. SUch art.iclH ahall be mt.tred undar Uoenau 1taued 
puraucnt. to regulatlCX\8 pramalaat.ed by th• Secret.er,., In prazaala•tlna auch n1ulet.lona, the Secret.er,- ahaU 1lve du• 
conaiderat.ioa to th• lnt.tr••t• in th• U.S. auaar market. of dameat.lc producera and Mterlally affected cont.ract.lna 
put.l .. to th• General Aar•-t. on Tariff• and Trede. Such regullt.ioaa may cont.aln 111'1'/ taaaa, candlt.loaa, bclnda or 
other llmlt.at.lCX\8 a• tha Secret.airy d1telllline1 are appropriate t.o ensure th•L art.icl•• '°"°rt.ed under llcenae are uaed 
oaly for th• pupo•H 1pecUled ln t.hl• pu .. rapb. Thi• parqrapb •hall t.•nalnat.• dlenwu parq.rapha (b), (c), (d) 
md <•> of thia not.• ere t.ellllinat.ad under parq.rap. (f) of thh not.a. 
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AltnofMed '°' Stltlldctl ,...,,.,.. ,,..,,,... 

ror nab period • t.bne l• 111 •ffsot. • pno1-t.lC1D llln9d bf t.ha Pn9ldmt. parnmt. to t.ha .n.horlt.}' .... t.ed 1D bt.. bf 
Hct.lCID u of t.ha Aarlcult.ard ~t.mt. Act. (7 u.a.c. A4) to pcot.Mt. • prloe-91111POl't. pnsr• few HIU """ ... IUIU 
·-· t.ha illp:lrt.at.lCID 11111 cllat.rfrM t.rHtemt. of -.an. 9JNP1, 11111 mla••· pnri,.. for lD ........,, .... 1101.11, 
1701.U, 1101.11.20, 1101.•. 170Z.I0.30, 1702.I0.40, 1108.10.40 11111 1108.I0.10, lD Moozdeo• witlt 1-ral DOt.e l(o)(n) 
9ball ... .-med lD t.ha fol1olrilla -.r: 
(a) U> for all "-fl•lU7 -Ul•, ac• Uto.• 9Ub,Jeot. t.o .-...rear• UU 11111 paraar• (b), dllt.,-fr• t.na~t 

9ball be ,nn,.. SA t.ha - - • lt. b pnnded parnmt. t.o t.lt.le v of t.ha Trade Act. of 117• ue u.a.c. 
1411 et. aaq.), at. t.ha t.189 oft.ha •ffeot.lw dat.e oft.ha Cuillllem Balla lcclncmio llacaftr, Act; no• t.bat the 
l'heldmt., 11p111 tbo HD ktl• of tbo SMnt.U7 of Aart.oult.are, _, -.pend or adJuat. ..,..rd tbo Yal.uo 
lJ.alt.at.1.CID pnri,.. few In Hot.I.• 504(0)(1) of tbo Trade Act of 1174 • the. dllt.,-fne t.rM-t. affoidod to 
bmafiolar, -t.rt.• IDier •-ral DOt.e l(o)(Yl) t.f be flndli that. nab adJua~ will not. lnt.ad•re wt.th t.ha 
prloa ~ pnsr• few auau beet.9 11111waar•-11111 I.• ~t.at.e In lltlit. of ..a.t. ooadt.t.1-. 

UU M • alt.anat.t.w t.o nbpar._r• (I.), t.ha rr.at.dmt. ..,, at. tM ,.._t. of a bmaflot.ar, -t.rr not. •ubJect to 
~- (b) 11111 llplll t.ha HD htl• Of tbo 8Mnt.0Z7 Of Aarl.cult.are, Oleot. to pemlt. llQIU, 97NP9• 11111 
mlaaM ~ that. -'-rr t.o et.er dut.,-fne clllrt.111 • callllllar J'OU subJsot. to quet.lt.at.lw lialt.att.- to be 
•t.mli8bed bf the frnldmt. CID tbo qget.lt.)' of -..r. ~. 11111 •lau• •t.ond flm t.bat. -t.rr. 

(b) ror tile fou-ins -Ul• ... aport.9 of .... ~. 11111 •lau• In 1111 .. re1IOt. •Ualble few duty-tr .. 
t.ru~ *- of t.ha operet.l• of -t.lCID 504(o)of the Trade Aot. of 1174, t.ha qumt.lt.}' of suaar. llJ'ZUP9, mid 
mlaaa• ml.ob 1111J bo et.end In ., oallllllar ,.._ 9ball be lJ.alt.ad t.o ao .are Ulm t.ha 918Ut)' .,.at.fled 1191.olr: 

780, 000 mtrt.o t.om 
Zl0,000 ..t.rlo tma 
1110,000 ..t.rlo t.om 

(o) The rr.at.dmt., 11p111 tbo reo idat.lOD of t.ha SMntu)' of Aart.cult.un, ..,. -.pend or adjut. ..,..rd the qunt.t.t..tt.va 
lildt.at.t.- illpoeod IDier paraar• (•>UU or (b) t.f be dat.emt.nae nob sot.lCID wt.11 aot. lnt.orfen wt.tit t.ha 
prl.ce-OUllllDl't. prGSr• few llU&U beet.. 11111 8111V 0- 11111 la qpnpriat.a lD liabt. Of mullet. OCllldlt.1.-. 'fbe 
frnldmt., 11p111 t.ha HD at.I.CD of tbo SMnt.U7 of Aarlcultura, ..,. mpand t.ha cllat.rfr• t.ru-t. for all or 
part of the qumt.lt.y of nau, ~. 8111 mlua• pemit.t.od to be mt.and bf .-rear-... Ca)(U) 8111 (b) if auCb 
eot.lCID t.• -NNrr t.o psot.oot. tbo prlo.-.....,.,rt proar• for nau ai..t.a 11111 auaar c-. 

Cd> • qgetlt.at.lw 1Jldt.at.t.C1D Uplaed CID • bmaft.ot.arr -t.rr IDier parqr._. <•>UU 8111 Cb) llhall appl)' on!)' to the 
lllrt.mt. tltat. lludl ltllit.at.t.OD pemit.a • lnau qu111t.t.t.y of auau, ll)'rUllO, 8111 ml.u•• t.o be mt.ared frm tltat -t.rr 
Ulm t.ha qgetit)' tltat -U be pemitt.ad t.o be mt.end .-.r .._, other pnrialoa of i..r. 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Altttotlted '°' sr.tlllcll ,...... l'ulpf»M 

....,.., Sta. ........... Sut. Article~ 
• !!d 

1701 C.. or beet. -.ar mil cbmloalq pan --•· 
ill •lid tam: 

.. - DOt. omt.alDS.aa ..... n-illl 
or ool.arills Mt.tu: 

1701.11.00 c-..-11 ............................ 

25. lot. to be furt.ber nflmd 
or ~ lD ...Ut.7 ............•. 

45 4 ou.r ............................... 

1701.12.00 lleet. ....-11 ............................ 

25 7 lot. to be flirt.Mr refined 
or blprov9d la 91Alit.7 •.•..•........ 

45 3 ou.r ............................... 

1/ S.. Addlt.iaaal U.S. llot.e 3. 
JI SM Flillln1'nc 8904.40.ZO. 
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~ 
of 

QUlntltv 

........ 

q 

tr• 
value ,, 
q ........ 

ta 
tr• 
ftlue ,, 
q 

_..Of LAmt 

u.ns• ~ .. 

1.4IOIO/ rne <.&•,l*,n.> 
q UH JI 
0.0ZOlllO/ 1.11140/ka bH 
q for MCb 0.0115340/q 
dearM for Neb UarM 
mder 100 mder 100 
~ -.r- (md 
Cmd free- freot.1- of • 
t.1- of• delrM lD 
desrM lD proorUan) but. 

~) DOt. lee• Ulm 
o. 7550830/q 

i-. Ulm (CA) JI 
O.MH540 ,.. JI 

1.48080/ rr" cA•,l*,IL> 
q ln• JI 
0.0208l80/ 1.11140/ka la• 
qforucb 0.0185340/q 
dqne for •ecb UarM 
mder 100 under 100 
.s..r- ~ (llld 
(IDd free- freot.1- of • 
t.l- of• dearM lD 
dear" in proport.lllll) but. 
proport.lon > not. i... Ulm 
but. not. 0.7550830/q 
l•• thm 
0.9438540/ 

(CA) J/ 

q J/ 

2 

IV 
17-5 

4.31170/ 
qbH 
0.11120050 
/q for 
MCb 
dear .. 
181der 100 
dear-
(llld 
free-
tl- Of 8 
dear.. lD 
pro-
portion) 
but. not 
leH Ulm 
2.1315Ue 
/q JI 

4.38170 
/qi ... 
0.0820050 
lka for 
each 
dear .. 
under- 100-
dear ... 
(end free-
u- of• 
dear.. 1n 
pro-
portion) 
but not 
lH8 thm 
2.1315820 
/q J/ 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 

Annoteled '°' 8raalffCal ~""" "",,,... 
Hading/ Sta. 

SubhNdlng Suf. Mlcle Dncrlptlon .f!f 
1701 c.. or bMt. IUIU ... obmloal.q pan -IOS•, 
<-.> 1D eoUd tom <-. >: 

0Uier1 
1701.81 CoDtaln1lla .Wed fl.narilla or 

oolorilla •tter: 
1701.81.20 Collta1Di111 edded oolorilla but not 

..... n-rllla •tter JI ........... 

.. 
Z5 7 lot. to • flarther refined 

or ~ la qgalit)' ••••••••• 

45 3 Ol:.Mz ••••••••••••••• ; •••••••••• 

1701.81.40 oo a Coat.alD1DI ....... 0.-illa mt.tu 
tlhetller or 1IDt. ooat.e1D1Da ..... 
oolorilla 11 • ••••••••••••••••••••.••• 

1701.111.00 oo a OtMr JI ..........•...................... 

~ 
lee Addlt.ioaal U.I. llote 3. 
s.. ••ltnd•nc ll04.40.ao. 
lee 1utJltud•nc ll04.50.40. 
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~ 
of 

Quantity 

........ 

q 

t.r• 
ft1ae ,, 
q 

q ...... 

t.r• 
ftlue .. Y 
q 

...,;e1 or -~ 

~· 
~ .. 

1.49080/ rr .. <A•,l*,IL> 
q le•• J/ 
0.02HISO/ 1.11840/ka lH• 
q for Hoh 0.011S340/ka 
dear .. for each dear" 
under 100 IDier 100 
dqrea dear- (md 
(md frac- freotima of • 
tima Of • dearM 1D 
dear" 111 proport.ioa (but 
praport.ioa) not 1••• Ulm 
but not 0.7550830/ka 
l•• Ulm 
0.8438540/ 

(CA) l/ 
q J/ 

n rr .. <A,l,IL> 
4.11 (CA) 

1.4IOIO/ rree <A•,l*,IL> 
q 1"• J/ 
O.OZOlllO/ 1.1184/q la• 
q for eacb 0.011534/q 
dearM for .... depee 
\Dier 100 under 100 
dearHe teann <..S 
(md free- freot.i- of • 
t.i- of • depee 1D 
dear" 111 proportion) but 
praport.ioa) not. 1•• t.lim 

· but not. 0.755013/ka 
l•• Ulm (CA) l/ 
0.8438540/ 
q 11 

2 

4.31170/ 
k9 leH 
0.09200~ 
/q for 
Hoh 
dqr .. 
IDier 100 
dear-
(Ind free-
ti- of • 
dqr.. in 
pro-
port.lan) 
but not 
1 ... tllcl 
Z.131'120 
/ka J/ 

201 

4.31170/ 
q la• 
0.0920050 
/ka for 
Hoh 
dearH 
under 100 
dear-
(end. free· 
tlma of a 
dearH in 
pro-
port.loa) 
but. not 
lH• Ulm 
Z.1315&20 
/ka 11 



HARMONIZED TARIFF SCHEDULE of :the United Stites (1990) 
AnttOlaled '°' Sllllllllcal Aepotflnf Pl/rpoae 

HNdJngl I~ 
1Subheldlng Suf. Artie!• Description •m: 
1701 at.Mr npn, inoludilla oMmlo.U,. pun lMtoee, 

-1.toee, al.uooa• md f1NC1toe•, in HUd fom; 
...- 97np9 not -~ edded a-rina or 
oolorina -tt.r: ut.lflol a-.,, wllet.ller or 
not Id.ad wit.It natural ._.,: ou-1: 

1701.10.00 00 7 l.Mtoe• - leotoe• 9JIUP ...................... 

1701.IO Hapi. euau md MPle 9J1UP: 
1701.IO.IO 11.mded wltll ot.hu llQlar9 of W• 

obepter 11 ................................ 

10' Hapi. 9'11U· ........................ 
ao 1 Hapi. qq ......................... 

1702.I0.40 ou.r .................................... 
10 5 11api....-......................... 
ao a Hapi.~ ......................... 

1102.ao Glaooe• - aJ.aooee envp, DOt OCIDtailWll 
fNotoee or omt.dDilla ia tile ~ •UU 

1102.ao.ao 
00 ' 

leu tbm 20 pen.at bJ Wiabt> Of fzaotoee: 
11.mded Witll ot.hu eua-- of W• 
obepter lJ ............................... 

1102.ao.•o 00 5 ou.r ..................................•. 

1702.40.00 GluoOae ..S aJ,uooee eJZUP, omt.eiallll ia · 
t.he *7 •te'- et hut 20 pucmt but 1eu 
t.hm 50 pen.at bF wlabt> of fzalltoee 1/J/ ••.• 

ao 1 Derl,,.. llOla~ r.. •tarallee ••••••••••••• 
40 a at.Mr ••••••••••• ••••• ••••••••••••.•• , ....... 

1702.50.00 00 • CIMllioall:f pare fzaotoee •••••••••••••••••••••• 

1702.80.00 OtMr flNCltoe• md flNCltae• eJIUP, . omt.eia-
1na ta t.he *7 at.t. mn tllm 50 puo•t 
bJ wlabt of ~ y ...................... 

20 2 Dert,,.. ~ r.. •tuoll9e ••••••••••••• 
. - at.Mr: 

•o a ~ ................................ 
80 a Otlaez ••••••••••••••••••••••••••••••• 

1702.llO OU!er, 1Doludlnl a-rt. eapr: 
Derl,,.. t.. npr •- or nau lleeta: 

1702.ll0.30 00 4 Caat.alainl eolullle -----aoUde <-1.ad.lne _, fonip 
.. \me. t.het. ............ 
..... or ..,.J.aped ta t.he pso-
cldot) equal to I ~mt or 1eu 
bF .. ltbt of t.he to&.i llOWt1e 
aoUda JI ........................... 

Ct.bat 
1702.I0.35 00' Iaftrt. •l•••· ............... 
1702.I0.40 00 I Ot.ba JI ....................... 

1702.ll0.50 00. ~!/ ................................. 

I lee Addltl-1 CJ.I. llot.e 3. I/ .. bMdlllS lll04. 50. 20. 

I lee •tM:•.,.'na• lll04.40.20 md lll04.40.llO. 
1/ lee Mwttns• 8804.50.IO mil lll04.50.40. 
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~ 
.. __ or oinw 

of' 
.. Q1oMtltv 

~-
..,_,. 

, 

ta ...... 101 rr .. <l,D.> 
.. II <e&> 

········ II hM (A,l,D.) 
4.11 (C&) . 

ta 
ta ........ me 
ta 
ta 

JEa ...... II rree <A,l,D.> 
4.n <C&> 

q ...... a.so/Ila me <l,D.> 
, 2.IOJ'a <e&> 

. ....... II hw (A,l,D.) 
4.11 <CA> 

Ila 
·ta 
ta ...... 151 • : rr.. (l,D.) 

121 (C&) 

........ II rn. <A,l,D.> 
4.11 (CA) 

Ila 

Ila 
ta 

Ila· ••••• DlatJ.llble hM (A,I* • D.J JI 
- total Diatlllble -...... total aaaue et. 
tile rne t.1te me pu ta 
per ta eppUollble miler 
eppliollble bHdllll 1701 to ........... ... teetllll 
I.Ill 1701 to 100 dep.- (CAJ 
... teet.-
1111 100 

JI 

depMe JI 

Utan.• 0.770/Ut.- rree <A,l,D.> 
Ila O.IO/llt.- CC&> 
Utan.• 0.770/Ut.- JI hM (A,l,D.) !' 
Ila O.IO/Ut.- <CA JI 
JEa ...... II hM (A,l,D.) 

4.11 (CA) 

2 

501 

IOI 

IOl'a 

201 

4,40/ta 

201 

501 

ZOI 

DYtllble 

- totel euaen at 
tile Ht. 
per ta 
eppUollble ..... 
~ 
1701 to 
euau 
t.ntina 
100 
dearMe JI 

1.IO/Ut.er 

1.IO/Ut.er 
v 

ZOI 
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HARMONIZED TARIFF SCHEDULE of the United Stites (1990) 
Atutotllled '°' Slalldcll ~ PurpoaM 

Huding/ Sta. 

Wlhudlna Suf. . Article Description 
• cC 

1703 MDlu•• EMalt.!111 ~ the at.recUaa or re-
fiDiDI of qui 

1703.10 C:-•lu••: 
1703.10.30 00 0 lllptrted for <•> the -rc1a1 

at.rect.lcm of npr or (11) .._ 
OCIDl~lCID. •• • •• • •••• •. • ••• • •• ·• • •• • ••••• 

1703.10.50 00 5 Gt.her •••••••••••••••••••••••••••••••••••• 

1703.80 Otber: 
1703.80.30 00 3 ~ for <•> the o-1a1 

at.rect.11111 of auau or Cll> .._ 
~1-•••••••••••••••••••••••••••••• 

1703.80.50 oo a Gt.her •••••••••••••••••••••••••••••••••••• 

1704 lasar OCIDfec:t.lmnJ Uaclud111a tlblt.e cbooolat.e), 
not. omt.a1IWls -: 1704.10.00 00 5 a..1111 .-. -.ta.r or not. na-t.ed ... · · · 

1704.80 Gt.her: 
c-feot.1- or -•meat.a~ for 
OCIDl~CID: 

170•.80.10 00 I c:..11ed nut.a •••••••••••••••••••••••• 

1704.80.20 Other JI ............................ 

05 I Pat up for rat.all aale ••••••••• 
10 z Other ••••••••••••••••.•••.••••• 

Other: 
170•.80.40 00 0 Art.lol.aa of llilt or era .. )/ ••.••••. 

170•.80.IO Other •••••..•••.•••.•.•..•. ; .•••..•. 

10 3 Prvricled for 1n wbb•.cting 
.... 10.75 •••••••••...••••••••• 

20 1 Prvricled for 1n llllbh•aclina 
.... 10.11 ••••••••••••••••••••• 

30 I Prvricled for 1n h•aclina 
ll0•.50.40 ••••••••••••••••••••• 

40 1 Prvricled for 1n aubheaclina 
ll04.IO.IO ••••••••.•••••••••••. 

50 4 Other •••••••••••.•••••••••••••. 

l/ Report. liter• of dried -lu•H an the buia of 0.72 kg/lit.er. 
J/ See aubheadlng ll03.17.05. 
)/ SH aubh•aclina ll04.10.IO. 

~.'· 
of 

QUlntity 

lit.en 11 

lit.en 11 ...... ·" 
Ira tot.al 
auaan 

lit.en 11 

lit.en 11 ...... ·" 
Ira tot.al 
naan 

q ...... 

q ...... 

........ 
11:1 
q 

q ...... 

........ 

Ira 

Ira 

Ira 

q 

q 
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Rn•• or autv 

Generll Soecial 

0.170/lit.er rr .. CA,l,D.> 
0.80/lit.er (CA) 

0.0280/ll:a rr .. CA,l,IL> 
of tot.al 0.0200/ll:a of 
auaan tot.al naan 

CCA> 

0.170/lit.er rr .. CA,l,D.> 
0.80/lit.er (CA) 

0.0280/ka rr .. CA,l,D.> 
of tot.al 0. 0200/ll:a of 
911SU8 tot.al auaan 

CCA> 

51 rr .. CA,l,D.> 
41 CCA> · 

71 FrH (!,IL) 
4.11 (CA) 

71 Free (A,l,D.°> 
5.11 (CA) 

17.51 FrH C!,D.) 
141 CCA) 

12.21 FrH C!,IL) 
8.71 (CA) 

2 

1.80/lit.er 

0.070/ll:a 
of tot.al 
auaan 

1.80/lit.er 

0.070/q 
of tot.el 
naan 

201 

•01 

401 

351 

12.ZI 
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HARMONIZED TARIFF SCHEDULE of the United Statea (1890) 
Allrl a 1111 d '°' su:r 1ur "•a •• ,,,,,,_.. 

all1ID 11 

CDlll - CDlll lartll&fJlm 

1. 1111a ...,_ .... .- .,.. .._ plCPllnUCllll of bGeilllll o. 1801, llM, 1805, 2105, ma, ma, aooa or 3004. 

a. IMIUlla 11111 ._, c ...-~ _,e••n•,. aow, md, -.teat. to DDt.e 1 to Clala alMipter, ot.11er 
food .............. ·me·•·•'ll .... 
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HARMONIZED TARIFF SCHEDULE of the United Statea ( 1990) 
Annollled tor Stadllli:ll lffl)Otflnf Purpon1 

Hading/ St.It. 
Suf. Article Description 

~ • Cll 

1801.0o.OO 00 5 C- bema, wllole or bnllm, r• or nut.ell ••••••• 
'1 -A 

1802.00.00 00 • Cocoa lbella. buata, 
-- 11111 other --t.e •••••••••.•••••••••••••••••••••••••••••••••••• 

1903 Cocoa ,..t.e, tlbetber or not. clllfat.t.ed: 
1803.10.00 00 5 llot. clllfat.t.ed •••••••••••••••••••••••••• , ••••••• 
1903.20.00 00 3 .-.0~ or .-rt.17 clllfat.t.ed ••••••••••••••••••••• 

1804.00.00 oo 8 Cocoa but.t.er, rat. 11111 oil •••••••••••••••••••••••••• 

1905.00.00 00 5 Cocoa pollder, not. omt.aiDiJ1a ...... qar or ot.llar 
~•t.t.ar ............................ ~····· 

1808 OMloolet.e 11111 ot.llar food pnparat.i- OGDt.aiailla 
-= 1908.10 I c:ooo. pllllclllr. ~·add9d INIU or 

otllar -c.-1n1 •t.t.ar: 
1908.10.20 Collt.a1Difta lea• Ulm 85 percmt. bJ 

•iaht. or lnllU 11 ....................... 
30 2 M up for nt.ail aal.e •••• , , •••••••• 

IO I Otllar •••••••.••••••••••••••••••••••• 
1908.10.30 Collt.a1Difta 85 percmt. or -• but. 

1na than IO peromt. bJ •ilbt. of 
auaar .........••..•...•.............•.... 

05 1 l'rorided for ill hNdina 
ll04.50.40 •••••••••••••••••••••••••• 

10 4 l'rorided for ill nllbaed•D1 
ll04.I0.20 •••.•••••••••••••••••••••• 

30 0 Otbar ••• , •••••••••••• , •••• , , •••••• , • 

1908.10.40 00 4 Other !f ........................... · ··· · · 

j' a.. h•edina ll03.10.23, 
I lee haedina ll03.10.24. 
I a.. 1Utlbaedl111 8I01o.eo.20. 

!I See clMpt.ar 17 AddiUanal U.S. lot.a 3. 
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~ta ...in or··-
of 1 

OUlrltltv ~ .. !!ineClll 
q ...... frM 

q ...... frM 

q ...... fr" 
q ...... O.UO/ka 1/ free CA,CA,l,IL> 

q ...... fr .. 

q ...... O.UOfka JI free CA,l,IL) 
o.80fka <CA> 

........ free 
q 

q 

. ....... 101 frH (A,l,IL) 
11 CCA) 

q 

q 

q 

q ...... Dut.ieble ·rrn CA•,1•,IL> 
an tot.el Dut.hble an 
waan •t. tot.al •uaar• 
tha rat.a at. t.be rat.a 
applicable applicable 
under under 
baedina· ha8dina 
1701 1701 CCA> 

-

2 

frM 

101 

8.80/q 
8.80/q 

251 

1.80/q 

401 

201 

Dut.hble 
an tot.al 
•uaara at. 
the rate 
appUe1bla 
lmllar 
baeclina 
1701 



HARMONIZED TARIFF SCHEDULE of the United St1te1 (1990) 
An"*fld lot Stellfllt&' R~o,.. Anpwe 

Hudlng/ Stit. ~ .. -- DI aut'. 

~ 
Suf. Article Description 

·~ UIOI Qiooolat.e IDd otllu food pnpuat.lau ~ 
(CCIII.) 00008 ( CICID. ) : 
1IOl.20 OtMr pnpuat.lam la bloc:b or al.Abe 

-1'IWll - t.bm 2 Ila or ill liqllld, put.e, 
p111111er, p-1.ar or otllar '9uUt fom la 
coat.aillen or 1-cllat.e pMltlllp, of a 
omtmt. mMdlaa 2 Ila: 

l'npuat.lam -lat.f.111 -..~ of llOISld 
00008 llema, wit.II or wlu-t. added 00008 
ht., n-r1111 or -.lalf'Jllll .. mt.e, 
IDd CICIDt.alD1na aot. - t.bm u pen.at. 
bf -1111t. of INt.t.erht. or otllu llllk 
aolida IDd not. mn t.bm IO puomt. bf 
•labt. of -.ar: 

llOl.20.20 00 I ID bloaka or al.a -llbllll 
•.5Ilaormneaab1/ •••••••••••••• 

1IOl.20.•0 OtMr ••••••••••••••••••••••••••••••• 

20 I lot. omt.ala1111 INt.t.erht. 
or otllu llllk aolida •••••••••• 

OUIR: 
•O • CaDt.alD1aa -r 5.5 

E::°i:::a:'JI~~.~~ •••••• 

IO I CCIDt.aiDlna aot. war 
5.5 penmt. .,, •llbt. 
of bat.t.arfat. or --
t.8lDf.lll ot.aiar llllk 
eolida 1/ ••..••••...•••••• 

11 See a\ilh9adlaa 11113.17 .10. 
ii SM S\ltlbeadlaa 11114 .10 .13. 
1/ SM nhbe•"na ll04.10.81. 
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Q~ ·-~· -im 

q ...... me 
........ SI me (A.l,I!.) 

41 CCAl 

Ila 

Ila 

Ila 

' ., 

.. 

2' 

1.IO/ta 

•DI 

:rv 
11-3 



IV u-• 
Hudingl 
~ 

1808 
(oaa. > 
1101.20 
(oaa. > 

1808.20.IO 

llCll.Z0.70 

llOl.ZO.IO 

Slit. 
Suf. .l'!f! 

00 7 

05 0 

10 a 

30 8 

10 1 

20 8 

30 7 

40 5 

50 2 

IO 0 

70 • 

IO I 

HARMONIZED TARIFF SCHEDULE of the United Stetea (1990) 
Ar.notnd lot Slalltllcel ,..,... ,..,,.... 

~-
......-ar 1'1111.v 

Artlcle Description of 
QunllY ~- -Qmcol.at.e md ot.ber toad pnpuat.i- OCIDt.aiaillS 

- (oaa.>: 
Other pnpu.U- lD bloob or ai..bli 
.. iPSJll mn thm 2 q or lD li91icl, put.e, 
pallldar, ar-1.ar or other bullt fom lD -
talDan or s-cllne ,......,. •• of a CGDtmt. 
-eadlDI 2 q (oaa. >: 

Ccmfeot.lGMn' MaUDp md other pro-
dDot.a <-• oaafeot.1-ZJ') oaatal.Dl'll 
llJ .. ilbt. aot. 1au tlllD I.I puomt. 
--fat. Hlicla Of t.be - Mm alb 
md D0t. lau tlllD 15 pucmt. Of ftS9-
t.lble fat.a ot.ber tlllD - but.ta ••••••• q ...... l.51 ,... (A,l,D.) 

II CC&> 
Other: 

Cant.alnilll mn tlllD 15 peromt 
llJ •!Pt Of llUIR" " " " • • • • • .. • • • ........ lOI ,... (A,l,D.> 

a <e&> 
Pronclecl for lD bNdlna 
ll04.50.40 ••••••••••••••••••••• q 

Pronclecl for lD ....... ,. .. 
ll04.IO.IO ••••••••••••••••••••• q 

Otber .......................... q 
ou..r •.......••..•....•••...•..•...• ........ lOI ,... (l,D.) 

a <C&> 
a..Ject. to quot.a nt.lbli8blicl 
par-" to aectlcm 22 of t.be 
Aarleul.t.ural. .....,_.._." Act., .. _....: 

l'rovlclecl for lD .... 
baadl'll lll04.10.13 ••••••• q 

Pronclecl for lD llub-
beacllaa 8804 .10.• •••••••• q 

Pronclecl for lD .... 
bead1aa 8804.10.75 •••••••• q 

Pn9ldecl for lD .... 
beacllaa 8804.10.11 •••••••• q 

Pzovlclecl for lD 
beedlaa 8804.50.20 •••••••• q 

l'rovlclecl for lD allb-
~ lll04.IO.IO •••••••• q 

Other: 
Pnriclecl for lD a-
beacllaa llll03.17.05 •••••••• q 

Other ..................... q 
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2 

351 

201 

201 



_HNdlnl/ Stllt. 
Sut. ......... • Ml 

llOI 
(om.> 

llOl. lll. 00 

:so l 

10 4 

IO I 
1llOl.31 
llOl.31.IO 

30 I 

IO I 

IO 3 
llOl.31.40 

IO 4 

40 0 

IO 5 

IO l 

11AftMONIZED TARIFF SCHEDULE of the United St•te1 C1990) 
Anncafed lot ..,. • .,. 11.,a ... ,..,,._.. 

-
; '~ --.OT·--

Article O..crlptlon of - :&! .._._._ 

Oiooolate 111111 ittber tocid 'pnpuau-~ 
OOOM <om.): 

ata.r, In 111Dcb, •JAlle or "-9: 
fllled, ••••••••••••••••••••••••••••••••••• . ....... 71 me CA,l,n.> 

5.11 (Cl) 
l'nrided for ill ....._ 
lll04. 50. 40 .......................... kl 

Ot.a.r: 
l'nriMd for ill rUud'na 
llOS.17.05 ..................... kl 

otMr .......................... kl 
lot. filled,: 

rr.,.rau- oalldaUDa -~ of 
pomd - ..._, wt.di or wltb-
oat. ..wed - rat., ~-

7 -19lfJlna ....... 111111 OCIDt.ailWla 
not. ... tbm u puom\ bF -llbto 
of 111,atterht. or otbar •lit •li• 
111111 not mn tbm IO puomt. bF 
-t.pt. of...-..................... . ....... 51 me CA,l,n.> 

41 (Cl) 
PrvriMd for ill ........... 
ll04.10.u ..................... kl 
PnvlMd for ill .......... 
"°4.10.11 ..................... -kl ' 

ou..r .......................... kl 
Otl!er •••••.••••••••••••••••••••••••• ........ 71 Pree <A,l,D.) 

5.11 <CA> 
IM»Ject. to cpot.u at.lbu-... 
punumt. to Hot.lcm ZI of ta. 
Atrloial.tural Ad,11D'-t. Aat., ........ : 

l'nridwl for lD 111111-
bewllna ll04.l0.75 •••••••• kl 

l'nridwl for lD 111111-
bewllne ll04.10.11 •••••••• kl 

Other: 
Pnvldwl for ill nit-
b..tlna ll03.17.o5 •••••••• kl 

Other •••••••••••••••••••••• kl 

' 
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IV 
11-9 

Hading/ 
Subheedlng 

1108 
(con.) 
1808.80.00 

Stat. 
Suf. .ecj 

10 3 

zo 1 

30 9 

40 7 

so 4 

55 9 

eo 2 

70 0 

75 5 
78 2 

85 3 
eo 8 

HARMONIZED TARIFF SCHEDULE of the United Stetea (1990) 
Annotated ltH Stallttlcal Reporting AllPMM 

~ts Mal.. 0' n. rtv 

Article Description of 
,_ 

1 . 0U8"tlty tian8fM -~-·-

Oiocolat.e md other food pnpuat.lana -t.alnllla - <om.>: 
Otbar ••••••••••••••••••••••••••••••••••.••.••• ........ 71 PrH (A,l,IL) 

5.81 (CA) 
llubJec:t. to quot.u nt.abUMed punumt. 
to aec:t.lan 22 of the Aarlcult.ural 
MJuatamt. Act., .. ...Sad: 

l'nridad for lD nllbe8dina 
lll04.10.83 ••••••••••••••••••••••.••• q 

Prorided for lD aubbMdlDa 
lll04.10.M .•••••••••••••••••••••• · •• q 

Proridad for in 9\lllbaadtn1 
9904.10.75 •••.•••••••••••••••••••••• q 

l'nrided for in 9\lllballdllll 
9904.10.81 .••...••••••••••.••••••••• q 

Proridad for lD heedina 
lll04. 50. zo ..•....•......•........... q 

Proridad for lD be.Sina 
lll04.50.40 •••••••••••.•••••••••••••• q 

Prorided for in INbhHdf.na 
lll04. eo. eo .......................... q 

Other: 
Proridad for in INbhaadiDI 
lll03.17.05 ••••••.••.••..••••.•••••.• q 

Other: 
Plat. up for rat.ail aala: 

Qiocolat.e canfec:t.1-1:7 ••• q 
Other .••••••••••••••••.••. q 

Other: 
Qiocolat.e canfact.ianary ••• q 
Other •••••.••••..•.••.•..• q 
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llllltl 

HARMONIZED TARIFF SCHEDULE of the United St•tea (1880) 
Altnoleled '°' Stalllfllcll Riped. ,,,.,,,.... 

CllAftll 11 

~ er ClllALI, n.aa, 1TMa1 ca 1111&: 111a1• Mllll 
IV 

11-1 

1. !hi• c:bept.er dou Dot. -: 

2. 

3. 

4. 

<•> ln.,t. in the aue of •t.uffed produoU of bMd1nl 1802, food pnpuau-~ _. Ulm 20 penet. bJ' -I.Pt. 
of•-.•, wt., wt. offal, blood, flllb or atmt..w, •U.uaoa or ot.ber .... uo ~. or sr:t Ollllblllat.iClll 
thereof (abept.u 11): 

(b) ll•CNlt.a or ot.ber .n.tal• .-. frm flour or !rem at.ercb, .,.al~ pnpued fOr ue lD m1-1 feedlna <1IMd1na 
2301>: or · 

(a) ltlldla-t.a or ot.ber product.a of ab8pt.er 30. 

In thl• ab8pt.er the apnul- "Amil" 11111 'WM" - oenel. flam 11111 -1 of oUp&ar U 11111 ot.ber flam, -1 11111 
pcllllder of ftSet.eble orlaia of sr:t Cliijt.er. 

leedlna 1804 don Dot. - pnparet.lC1118 amt-atnt,. _. Ulm I peraet. bJ' •labt. Of -0. ,...._ or ooat.ad witb aboaolat.e 
or ot.Mr food preper•t.l- -t.e1Dilll aoaoa of belldilla llOI <bMdlnl. llOI). 

Por the parpoeu of beedllla 1804 the apnealm "pt,htr!" wmgd" - pnpued or pioo-... to m at.mt. "1alld tbat. 
proricled for lD the Med1naa of or DDt.a to ab8pt.er 1 or 11. 

D-32 



IT 
11-2 

~ 
Wlheldlng 

1901 

1901.10.00 

1901.20.00 

1801. llO 

1901. ll0.10 

1901. tl0.20 
I 

ltlOl.ll0.25 

ll01.ll0.30 

llOl.I0.40 

St.t. 
Suf. 
• ll!d 

00 11 

UI 
111 11 

23 1 
211 4 

33 5 
31 2 

43 3 
411 0 

80 7 
tlO 5 

00 7 

00 5 

00 0 

20. 
40 5 

05 11 

10 ' 

50 0 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
AnncQled tor Slallltlcll ltepotftng flutpONe 

U-Uta --or~ 
Article D4tlcrlptlon of 

OUlntltv Ci9ner .. ~ .. 
Malt. at.reot.; food pnpuat.1- of flour, -1., 
at.arch or ..it. at.reot., not. COllt.alDinl eoooa 
c-=r or omt.alD1lll cocoa pollder 1D • proporUcm 

1Pt. of lea• the 50 pero•t., DOt. ela.-U. 
llpeOlflad or lDoludad; food pnpuat.1- of 
aooda of .,..,,DI• 0401 t.o 0404, DOt. -t.ainlna 
eoooa pllllldar or ~ eoooa pcllllhr 1r • 
praport.lcm by .. 1pt. of 1- the 10 pero•t., 
DOt. ela.-U. ay,..;1i1ad or ~ludad: 

Preparat.1- for lnfmt. aH, pat. ap for 
retail aw 1/ .•...... • ..•.................... ........ 17.51 rr .. <l,n.> 

Mina 11111 douaha for tbe preparat.1m of 
UI (CA) 

blltan • w.r• of beadiftl 1805 ••••••••••••••••• ........ 101 1rM <A,l,D.> 
111 <CA> 

Proridad for 1D aabbellll1111 8904 .10. 75: 
In dz)' fom •••.•.••.••••.••••••••••• q 
Otbar ••••••••••••••••••••••••••••••• 

Proridad for 111 .. ibba.s•na ll04.10.71: 
q 

In dz)' fom ..••••••••••••• · •••••••••• q 
Other ••••••••••••••••••••••••••••••• q 

Proridad for 1D beadiJll ll04.50.40: 

In dz)''-·························· q 
Othar ••••.•••••.•••••••••••.••••.••• q 

Prondad for 1D ~ ll04.ll0.40: 
In dz)' fom ••..•••••••.••••••••.•••• q 
OU.r •••••••••••••••••••••••. • ••••• • q 

Othar: 
In dz)' fom •.••.•••••••••••••••••••• q 
Othar .•••••••••••••••••••••••••••••• q 

Otber: 
Malt. at.ract.: 

Pluid ••••••••...•••...•••••••.••••.• lit.en •• 50/lit.ar rm (!,IL) 
.4C/liter (CA) 

Solid or CGlldmallll ••••••.••....••... ........ 151 frM (!,IL) 
121 <CA> 

l'laddillla nadr for 1-di•t.e o~1m 
without. fart.bar preparat.lm •••••••••••••• ........ Free 

Malt.ad ld.lk: art.1cl• of milk or 
or- not. llJl801al.17 proridad for 1/ ....•. . ....... 17.51 frM n:,n> 

141 <CA> 
ltal.t.1111 milk •.••••••••••••••••••••••• q 
Other ••••••••••••••••••••••••••••••. q 

Other: 
Cmt.ainilll O'ffr 5. 5 percmt. by 
.. i&ht. of but.t.arfat. Ind not. 
paokaallll for retail •al• ............ ........ 1111 frM (!,IL> 

12.11 (CA) 
ProYided for 111 INbheadlna 
8904.10. 71 ••••••••••••••••••••. q 

ProYided for 111 111111Madlna 
ll04. l0.11 .•••.••••....•••••••• q 

Othar ••••••.•••••••••••••••.••• q 

I 
11 See ......... ,111 ll04.10.llO. 
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2&e/liter 

801 

301 

351 

201 



-~ StlL 
Suf; 

S..hulllng .ccj 
1101 
(COD.) 

1101.IO. 
(COD.) 

1801.IO.IO 

20 I 

40 4 

10 I 

10 7 

IO S 

IO 3 
1901.IO.IO 

IO 1 

12 1 

" . 
15 I 

HARMONIZED· TARIFF SCHEDULE of the United States (1990) 
AnncntN '°' ......., ,..,..,. AllPOMI 

. _;. 

'-"'Its --01 UUlY 

Article~ of 
Qumntitv 

~- ~ 

Malt. at.rec\: food pnpuat.1- of flour, -1., 
1t.ucb or ..it. at.r•t., DDt. oant.alDllls ooooa 
~ or ooat.l&DiDI CIOCIM pollller ill • pniport.l• 

ilht. Of laal t.a.. 50 JlllC-.t., D0t. 1la916in 
IJ*llfled or lDoluded: food pnpuat.l- of 
podi Of .......... 0401 to 0404, DDt. oant.alDllls 
ooooa ,...._ or oant-e•n•'ll ooooa pollller iD a 
praportl• bJ ... llbt. of 1 .. ~ 10 pen.at., 
D0t. I~ lpeCllfled or lDoluded (COD.): 

Ot.bar <-. ): ... 
Other (COD.): 

Ot.bar: 
MJeot. to .... 11W.llllhed 
~ to 1eot.l• U of U.. 
Aploultmal AC.t•'-t. Mt., .. -..... ..................... ········ 10I '"'(l,D.) 

II (CA) 
ftwided for lD ............ 
llCM.10.11 •.••••••••••••••• Ila 
ftwided for lD .......,, ... 
llCM.10.JS •••••••••••••••• Ila 

ftwidld for" lD ............ 
llCM.10.11 •••••••••••••••• Ila 

Ptwlded for lD ............ 
ll04.IO.IO •••••••••••••••• Ila 

Ptwlded for in bMdlna 
llCM.50.40 •••••••••••••••• Ila 

OU..r ••••••••••••••••••••• Ila 
Other •••••••••••••••••••••••••• ........ 101 Pree (A,l,D.) 

II (CA) 
ht. up for nt.111 •ale .•.• q 

OU..r: 
Com-~ llllk 
bltada ••••••••••••••• q 

MMat.-fl.our-
90Y•.b1Aada •••••••••• q 

Otblr •• .' •••.•••••••.. q 
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HARMONIZED TARIFF SCHEDULE of the United States (1990) 
Annotated tor Statlatlclll Repartlng Purpa .. a 

CBAPl'Ell 21 

HI8C!LIMmJS !l>IIL! IUPARAflOIS 

l·. !hh obspter doM not COftr: 

2. 

3. 

(a) tu.zed V'qat.abln of haedlna 0712; 

Oil Routed coffH aubat.it.ut.H containina coffn in ~ proportian <bHdlna 0901); 

(c) Spicn or othar producta of he8diaga 0904 to 0810; 

(d) Food prepuatillDll, other thm t.he product.a dHcribed in heading 2103 or 2104, CCllltainina -ra than 20 percent 
b)' .. iaht. of •-q•, meet, meat offal. blood, flab or cruatac ... , mlluaca or other aquatic iDYertabrat.aa, 
or rtll'f cmbination thereof (chapter 111); 

(•) Cmpound alcoholic prepuetiona of a ll:ind aaed for the mnufacture of bewrean, of m alcailolio atrength b)' 
vol.Ima (aH note 2 to c:hapt.er 22) aceedlna 0.5 percmt vol. <headina 22011); 

(fl Jeut put. up u a medic-t. or other producta of headina 3003 or 3004; or 

<a> Pnpuad an.,.. of haedlna 3507. 

llrtracta of the nbatit.utea referred t.o in not.a 1 (b) abo9e ara to be cluaifiad in haadina 2101. 

For th• purpoaH of beading 2104, th• npreaaioa "bamqaen~!d CC!!!!Q•!r food wmrat.ipnt" -- pnparat.iona 
CCIDlliat.ina of a final)' boBDtmhed lllizt.ure of ~ or more uic 1ngr lent.a auch u -t.. fiah, -a•t.ablH 
or fruit, put. up for retail ael• aa lnfmt food or for dietetic purpoaea, in container• of • net .. ig!it coat.ant. 
not. acndina 250 a. For the appllcat.ion of tbia definition, no account. h to be t.akan of -11 quantit.i•• 
of rtll'f inaradimt.a tlhicb my be added t.o the mixture for Haaoning, prHervat.ion or other pupoaH. Such prepare-
t.iona my -t.ain a mall qwmt.it.y of viaihle piecaa of tnaredimta.· · 
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IV 
21-2 

2101 

2101.10 

2101.10.20 

2101.10.40 

2101.20 

25 I 
30 2 
40 0 

20 0 

40 8 

80 1 

llO 7 

2101.20.20 00 8 
2101.20.40 

20 8 

40 4 

80 I 

80 5 
2101.30.00 00 8 

2102 

2102.10.00 00 1 
2102.20 

2102.20.20 00 5 
2102.20.40 00 1 
2102.20.80 00 8 
2102.30.00 00 7 

HARMONIZED TARIFF SCHEDULE of the United States C1990J 

Annotlled '°' SlalllClcd Repotflrlg "-tlPOIM 

Article Description 

bt.recta, M•-• mnd -•t.rat.M, of ooffH, 
tea or •U mnd prepuat..1.- With a bul• of 
thn• prodllc:ta or With • buh of coffH, tea or 
•t.6: routed ohlcorJ' md other routed coffH 
eubet.ltut.M, 11111 at.recta, ••-• llld --
t.ratee thereof: 

lst.rect.e, ••-" Clld -mt.rat.ea, of 
ooffM, mnd prepuat.1- With a bul• of 
t.bee• at.ract.e, ... _ .. or OClllOmt.ratee 
or With a bul• of ooffH: 

Est.rect.a, ••-• 11111 c:ancmt.retee ..•..• 
Soluble or lnat.lllt. coffH (cm1t&ln· 
1na - ed!Ust.ur• of euaar, careal 
or otbar eddlt.lw>: 

~--; llot. deoefflmeted ..•.•..•..•••. 
Deoaffl...t.ed ...•.••••...•••... 

Otber ••••••••••••••••••••••••••••••• 
Otber ................................... . 

Provided for ID bndiDa 
11114.50.20............... •• • • . • • • • • • q 

Proridecl for ID bMdinl 
11114.50.40.......................... q 

PrOl7lded for ID N:ibeedlna 
ll904.80.80....... •• • • • • • •• • • • • • • • • • • q 

Other ••••••••••••••••••••••••••••••• 
bt.rect.a, •••c•• mnd -•t.r•tee, of t.ea 
or -w. md preparat.lom With a bul• of 
th•• at.raot.., ••-• or c:ancmt.retee or 
With • bula of t.ea or •t.6: 

lllt.reot.a, -·-- 11111 CODOlllt.retee •.•... 
Otber .••••••••••.•••••••••••••••••••.•••• 

Prvrided for in b•eclllla 

q ..... . 

11114.50.20 or 11114.50.40............ q 

Otbsr: 
Put. up for ret.e.1.1 Hle . • . . . . . . . q 

Otber: 
C-t.alnina over 10 per· 
c•t. by -labt. of naar l/ Ila 

Other .....•........•.....• 
Rout.ad c:blcor,' 8lld other routed coffH 
11\lb•t.lt.ut.H Gld at.ract.a, n•moH Gld 
C«U:mt.rat.n thereof ..•••........•...•.•..•..• 

Yeuu (aot.iw or ineot.iw): other 9lnale·c•ll 
mcroorallll-, ned (but. not. includlna vaocinea 
of beedlna 3002 >: pr-siared beltina po.den: 

Act.iW )'eUt.a ....• , .......••...•.•.........•.• 
Inact.iw )'eUU; other •inalroell llicro
oqmi-, deed: 

1 ... u (acept. dried br-.n• )'H•t.> .•..• 
Dried b~' 79ut., crude .•.•.••••.•.•• 
Other ...•.••..••.••••••.••.••.••••.•••... 

rr.p.r.s btitina Jlll'lder9 ..•••••.••.•.••••.•••.• 

q ..... . 

q ..... . 

q ..... . 
q ..... . 
q ..... . 
q ..... . 

rr• 11 

101 

rr• 
101 

3.3C/ka 

101 

101 
rr• 
51 
rr .. 

,,... .. Of.....,.. 

rne <A,l,D.> 
U (CA) 

rr .. <A,l,IL> 
81 (CA) 

rr .. <I.IL> 
1.IC/ka (CA) 

rr .. <A,CA,l,D.> 

Fr.. (A,CA,l,D.) 

rr.. <A,CA,l,IL) 

1/ s.. wbbeedllla ll03.23.20. 
l/ S.. beedlnp or subbeed'na• lll04.50.20, lll04.50.40 8lld 11114.60.60. 
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rr .. 

201 

101 
201 

201 

201 
rr .. 
251 
251 

2 



HARMONIZED TARIFF SCHEDULE of the United States (1990> 
Annotaled tM Stdltlclll ReportJnf Purpoaee 

HNdlnal Sta. ~ nn" or aurv 

Subhudlno :U!d Article Description of 
QUlntlty 

~· 
,......, .. 

2103 a-..... pnpir•t.1- t.bor•for: mnd ~t.a 
md mad affl'•lna•: -t.ud flo&r IDd wl IDd 

2103.10.00 00 0 
pnpand -t.ud: ..,,. ·-············ .......................... q ...... 31 Pr .. (A,I, IL) 

2.41 CCA> 
2103.20 Taato ketchup and other i-to •-••: 
2103.20.20 00 4 Tmato ket.chup •••••••••••••••••••.•••••.• q ...... 7.51 Pree CA,l,IL) 

II CCA> 
2103.20.40 Other .................................... . ....... 13.91 1/ Pree Cl) 

10.11 (CA) 
20 8 Ia coat.ainan boldina lau t.hlD 

1.4 q .............................. q 

40 2 Other ••••••••••••••••••••••••••••••• q 
2103.30 ltlat.ud flolar ... wl llld .prepued -t.ud: 
2103. :so. 20 00 2 ltlat.ard flo&r ... wl ................... q ...... rr.. 
2103.30.40 00 • Prepared -t.ard .......•..•..••.......... q ...... 4.40/ka hee CA,l,IL) 

2103.llO Ot.ber: 
3.50/q (Ct\) 

2103.90.20 00 I Smcu derived or prepared fzm fiab ..•.• q ...... rr.. 
2103 • llO • 40 00' llonalcalloUe pnparat.l- of ,....t. 

at.ract. Cotber UllD •-aa) •••••••••••••• q ...... 51 Pree (A,l,IL) 
41 (CA) 

2103 • llO • 80 Other .................................... . ....... 7.51 Pr• (A,I, IL) 
II (CA) 

20 • ...,_.. ••.......................... q 
40 2 Other aaled dr .. •l"I•··············· q 

Hlzlld ......,,_t.a 11111 msed 
aauaalnaa: 

81. fnvtded for ill beadina 
8904.50.40 .•••.•••.••••••••••.• q 

82 ' Pnvldad for ill aubb•MiDa 
ll04.eo.eo ..................... q 

83 4 Other ••.•••••••••••••••.••••••• q 

. Other: 
70 ' CClllt.ainlaa c- aad/or beet. 

auaar .......................... q 

80 1 Other .......................... q 

2104 Soupa and brot.ha mnd preparat.l- therefor: i-,-
aaisad c=ipoait.e food preparat.l-: 

2104.10.00 lloupl aad brotha IDd preparat.i- tbuefor .••• ........ 71 Fr" CA,l,IL> 
5.81 (CA) 

20 ' Dried ••••••••••••.••••••.•••••••.•••••••• q 
Other: 

40 1 load oa flab or other aaafood ••..•• q 
80. Othar •.•••••••.•.•.•..•••••••••••••• q 

2104.20.00 00 7 BmDaaaised CQlll08it.e food preparat.i- ••••••. q ....... 101 Free (A,l,IL) 
II <CA> 

2105.00.00 lea ere• and other edible lea, ••ther or not. 
coat.ainlaa cocoa J/ ............................ •: .. ........ 201 Fr• (l,D.) 

181 CCA> 
10. Ice er-•••••••••••••••••••.•.••.•••••.••.•.• q 

Other: 
SubJect. to quot.a .. t.abliahed parauant. 
to aact.laa 22 of the Aaricult.ural 
Ad.jua~t. Act., .. ....Sad: 

20. Provided for ill allbhe.sing 
llOt.10.U ..••.••••••.•.•.•••..•.... q 

:so 4 Provided for ill aubbaMiDa 
8I04.10.78 .......................... q 

40 2 Provided for ill ltllbbeMiDa 
8I04.10.81 .......................... q 

50 I Other •••.•••..•••••••••••••••••..•.••.••. q 

l/ Se• •ubh•adlag lllO:S. Z3 .15. 
JI See aubhaaclinaa 8I04.10.U, 8904.10.72, lll04.10.78 and 8904.10.81. 
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351 

351 

501 

Uc/q 
Uc/q 

:SOI 

201 

351 

351 

201 

201 

IV 
21-3 



n 
21-4 

HARMONIZED TARIFF SCHEDULE of the Unlt•d St•t•• (1980) 
Altftafllfld '°' IWW'ot/ ltllPo... ,..,,,_.. ....., St& 

S.illll11dl111 Suf. Artfcle~ 
• f!jfj 

210I rood~ DK el.lrfltn specified or 
l.Doluded: 

2108.10.00 00 7 l'loteia ~ ... t.mmed pnWill 
... t.moea ••••••••••••••••••••••••••••.••.•••• 

2108.IO Ot.ber: 
2108.I0.05 00 5 fn6aou dedwd ts.. t.be dried 11Ull, 

dried llut.&emiUI or dried -., of 
lllM•ed'na• 0402.10, 0402.21~20. 
Moa.21.40, 0403.I0.40 or 0404.10.40, 
tlbiab -Ula ... -· 5.5 pen-' "' 
-~ of but.t.erfat. md tlbicb an Iliad 
•it.la GUier lapedl..U l.Dolud.iaa, but. 
llR lJaU.ed t.o llUIU, 1f aucb lllnuraa 

omtaia - :ri:o-' lllUI aoUda bJ wllbt., an o la of belal ~ 
pno ... ed or Iliad •Ula alllllar 
illlredl~ .......... pnpged for 
llUkat.1111 t.o &lae nt.all -n ill 
t.be idet.loal f.olll md ,._ ... 
ill tlbiab ~ 11 ..................... 

2108.I0.10 00 I 1JZU19 deriM ii- o- or beet. aupr, 
-i-tn•na edded oolodaa but. aot edded 
ti-sina -r.c.er v ...................... 

2108.I0.15 lut.t.er Allat.ltut.aa,llllet.laar ill liquid 
or aoUd at.at.a, -t.a1n1111 owr 15 
peroet. bJ wllbt. of but.t.er or GUier 
fat.a or olla ct.dftd ti- 111111 ••••••••••• 

10 l Coat-atnt111 Oftr 45 peromt. 
llut.t.erfat. 11 •....................... 

40 5 Ot.ber ................................ 
Otlaar: 

2108. llO. 20 Of ••lat.ill •••••••••••••••••••••••••• 

20 2 Ccmt.a•n•n1 naar dadftd ii-
auaar - or nae beat.a •••••• 

40 I Otlaar .......................... 
Otlaar: 

2108.ll0.40 Coatatn•na - 5.5 paromt. bJ 
wlabt. of llllt.t.arfat. .., not. 
pack•acl for rat.all aala .•.•••• 

05 7 l'zwided for 1D INb-
baadJ.na lllCM.10.71 .••••••• 

10 0 l'zwtded for 1D INb-
baadJ.na lll04.10.11 ..•.•.•• 

50 1 Otlaar ..................... 

l/ ror ddad llllk 111ztuna, ... aullbaadtna 8904. 10. 15. 
I Saa dlapC.ar 17 addlt.imal U.S. not.a 3. 
I S.. ••ibhaadina lll04. 40. ISO. 

!I s.. ••r!>beacltna lll04 .10. 24. 

"""" --or ..... 

a~·· ....... ,.._... 

q ...... lDI me (A,l,D.) 
u (C&) 

q ...... 2.80/lla me CA,l,D.> 
2.IO/lla fe&> 

........ Dut.i~ frM (A,l*,D.) J/ 
- t.o&al Dlat.llbla -....... t.o&al ........ 
t.be rate a t.be rat.a 
perq perq 
applloa- appllolbla 
blG Wider 

-- baad1aa beed1na 1101 t.o auaar 
1701 t.o teaUlll 
llUIM 100 depeN 
t.eat.ina (C&) JI 
100 de-
er-JI 

' 

........ 15.40/lla rne fl,D.> 
12.30/lla CC&) 

Ila 

Ila 

........ u rna CA,l,IL) 
4.11 CC&> 

Ila 

Ila 

........ 111 rraa c1,n> 
12.11 (CA) 

Ila 

Ila 

Ila 

-

.' 
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2 

201 

12.10/lla 

Diat.labla 

- t.ot.al. auaan at. 
t.lae rate 
perq 
qpUoa-
ble IDier 
baadJ.na 
1701 ~ 
auaar 
t.eat.1111 
100 de-
ar- J/ 

310/lla 

251 

201 



Hudiftg/ St.t. 

~ 
Suf. 
• ed 

ZlOI <-.) 
ZlOl.IO ,_., 
ZlOl.I0.50 

zo 5 

30 s 

40 1 

50. 
2108.IO.IO 

72 0 

74 • 
75 7 

80 0 

85 5 

87 3 

llD a 

95 3 

97 1 

1199 

HARMONIZED TARIFF SCHEDULE of the United States l 1990) 
Annolattd lor Slallldlcal Repotflttf Pllrpoaa 

lMita --or autv 

. ~ .. Dncrlptlon .. bf 
au.ttlty Gerwrll ,,,.._., .. 

food pnpuat.i- DOt. alalllban qiecU1ad or 
1Doludad <-. ): 

ot.llar <-. ): 
at.Mr <-.): 

Other <-.>: 
Otber: 

lubJact. t.o quot.a nt.ab-
Ulbacl ~t. t.o 
laot.1cm 22 of ta.a 
Aar1cultural AdJu'-t. 
Act., ..................... ........ 101 Pne(l,D.> 

II (CA) 
Proridad for 111 IUb-
bead1lla tll04.10.ll ••• Ila 

Proricled for 111 
bNd1Da tll04. so. 20 ... Ila 

Proridad for 111 
bMd1Da l904.50.40 ••• Ila 

Proridacl for 111 IUb-
bHd1Da ll04. llO. llO ••• Ila 

Other ..................... ........ 101 rr .. (A,l,D.> 
II (CA) 

l'nparat.1ana far ta.a 
-ract.ura of 
bwer .. H: 

Cant.ain1na 
•uaar clar1Y9d 
frcm avaar c-
Cld/ar auger 
beat.a ••••••••••• Ila 

Other ........... Ila 
llan•dairJ caffM 
.talt.mMra •••••••••••• Ila 

Other era• or 1111.k 
11Ubat.1tut.ea ••••••.••• Ila 

Canfact.11111•rJ' Un-
ol.ud.1na a-> can-
t.a1n1na 11711that.1o 
-t.anlna ... t.a 
<•·•·· ••ccbar1n) 
1nat.aad of auger ••.•• Ila 

llarbal t.an -
barbel 1nfua1ana 
c:ampr1a1Da Ill.zed 
harba ••••••.••••••••• Ila 

Other: 
Canned •••••••••• ka 
Other: 

Fraaan .•••. ka 
Other: 

Cai-
t.a1n-
1ng 
sugar 
da-
rived 
fraD 
auger 
ccia 
Cld/ 
or 
•ua•r 
ba-
at.a ••• ta 
Ot.h-
ar .... ka 

D-39 

ZOI 

ZDI 

2 

IV 
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Hading/ Stlt. 
e_.....__ Suf. --· .M 
2301.10.00 00 I 
2301.IO 
2308.IO.IO 00 O 

2301.I0.80 

23011 
23011.10.00 

2308.IO 
23011.I0.10 

20 II 
40 5 
80 I 

10 0 
llO I 

05 I 
15 I 

20 II 
30 7 
32 5 
35 2 
., 0 
50 2 

2308.I0.30 00 II 

23011.IO.IO 00 2 

2308 . llO • llO 00 I 

HARMONIZED TARIFF SCHEDULE of the United St•t•• (199·1) 

Altnotl/led '°' ·~ ,..,.., Pu,,,... 
~ .. 

~I• Description au:!titv 1--.Gmwr---. .. --1---..--........ .....-i.,r-----t 

V .. .uble mt.erlall 11111 .... .uble -t.e, .... .uble 
nd.._ IDd bJprodllota, tlhether or not I.a the 
fOla of pellet.8, of a kl.ad ued I.a mimal feedl.aa, 
not ela...._. .,.oifled or inoluded: 

Aaozna 11111 borae·cbeat.aDta •.••••••.••••••••••• q ..... . 
Other: 

llc..-illp, Hal.pinp, oheff or ._.. 
I.ala. ~. or DDt. ~. of 
flmiaeed (llnaeed) ••••••••••••••••••••••• q ..... . 

Ot.ber.................................... . ...... . 
Clt.zu8 pulp pellet.a................. t. 
Alfalfa ti., pellet.a (ouba)......... t. Other............................... q 

l'reparat.l- of a kl.ad uaed lD mimal feedl.aa: 
Dos or cat. food, put. ap for nt.all aala....... . .•.•••• 

In alrt.labt. -t.aiDera. . . . . . . . . . . . . . . . . . . q 
Other •••••••••••••.•••••••••••••••••••••• q 

Other: 
Mind f..U or lllzed feed Lnaredlmta.... • .•.••.• 

llrd aeed........................... q 
Other pat. food, put. up for nt.all 
aale •.•. ; .••..••••.••.•••••••••••••• q 

Paul.tr)' feeds. prepared. . • • • • • • • • • • . t. 
DairJ cat.t.l• reed, prepared......... t. 
Other oat.t.le feed, prepared......... t. 
llflne feed, prepared. • . . • . • • • • . • • • • • t. 
Other u-t.ock feed, prepared...... t. Other............................... t. 

Other: 
Animal f..U cant.alnina lli.Ut or 

31 

rree 

lli.llt derlvat.l,,.. l/. . . . . . . . . . . . . . . . . q. . . . . . 7. 51 

Other: 
An!Ml f..U -t.alllinl .... . . . q...... 31 

Ot.ber.......................... q...... 31 

rree <CA,l,IL> 

rr .. <CA,l,IL> 

Free (CA,l,IL) 

?°rH (l,IL) 
2.41 (CA) 
Free CCA,l,IL) 

1/ S.. aubbeadina 8904.10.H. 

D-40 

201 

101 

201 

101 

101 

201 

201 

201 

2 
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HNdlng/ St.to 
Subhudlng Suf. 

• eel 

5201.00 
5201.00.10 

10 2 

20 0 

5201.00.20 

10 0 

20 I 

50 1 

5201.00.50 00 5 

5202 

5202.10.00 00 3 

5202.111.00 00 5 

5202.1111.00 00 7 

5203.00.00 00 4 

5204 

5204.11.00 00 0 

5204.111.00 00 2 

5204.20.00 00 II 

HARMONIZED TARIFF SCHEDULE of the United States (1990) 
AntHbled '°' Slddcfll ~ I'll,,,... 

lkllta nm .. or nutv 
Article DncrlptJon .. c ot . 

QUlntltY uener• ~--r.r 

Cot.tan, not. ouded or CIOllMdi 
llntaa • ataple lmatb 28.575 • 
(1-1/1 lncbea) ................................ ········ rne 

lanb or roueb. undar 11.05 • 
(3/4 inob) ••••••••••••••••••••••••••••••• Ira 

Otller ••••••••••••••••••••.••••••••••••••• Ira 

hrina • ataple l.aaeth of 28.575 • 
U·l/I lncbea) or mre 11ut. mder 42.11825 • 
(1-11/11 illchea) •••••••••••••••••••••••••••••• ........ 4.40/lra rr .. (l,n> 

lanb or roueb. berina • •tapl• lqth 
3.50/lra CCA> 

of 28.31175 m U-5/32 incbn) or -
md whit.a ill color (aoapt. cot.tea of 
perlabed •tapl•, srallbot.a 11111 cot.tea 
pic:kiqe) •••••••••••••••••••••••••••••••• Ira 

Otber: 
llarine • •tapl• lqth uDdar 
34.12.5 .. (1-3/1 inobee) •••••••••••• Ira 

Otller ••••••••••••••••••••••••••••••• Ira 

llntaa • at.apl• laaeth of 42.11825 .. 
(1-11/11 incbee) or mre ...................... q ...... 1.50/lra rr .. Cl.IL> 

1. ZC/lra (CA) 

Cottom -t.e (incJ.udilla 7UD -t.e md a-t.t.ed 
•tock): 11 

Tarn wut.e Clnoludille tllread ... t.e) ........... q ...... rree 
Otber: 

Ganet.t.ed •tock .•••••..••••••..••.•...••. q ...... 51 . Frn (l,IL) 
u (CA) 

Other •••••••.•••••••••••••••••••••••••••• q ...... rr .. 

Cottom, carded or combed 1/ ........................ q ...... 51 rr .. Cl,IL> 
u (CA) 

Cot.tom •ewina tllread, wll•ther or not. put. up for 
rat.ail •al•: 

lot. put. up for retail Hle: 
Containing 15 percmt. or more b)' 
wieht. of cot.tom ••••.•••••••••.••••• (200) q ...... 51 1.51 en> 

u (CA) 

Other ••••••••••••••••••••••••••••••• (200) q ...... 51 1.51 UL> 
u (CA) 

Plat. up for retail aale •••••••••••••••••• .(200) q ...... 51 1.51 (IL) 
u (CA) 

. 

2 

FrM 

XI 
52-3 

15.40/ka 

15.•olks 

Frn 

51 

FrH 

51 

25.51 

25.51 

25.51 

11 C.rt.ein cot.tan, .tiether or not carded or cam.cl, and cotton wut.e are •ubject. t.o eddit.1-1 1.aplrt. re1trictiona. SH 
•uhh•edina• 111104.30.10 thrOQlh llll04.30.eo. 
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APPENDIX E 
ACTIONS UNDER THE MEAT IMPORT ACT, 1969-89 

E-1 





t'1 
I 

w 

fill 

1969,, I! I 

1970 ..... 

1971 .. " 

Adjusted 
base pre
scribed 
under sec
tion 2Ca) 

Actions under the Meat Import Act, 1964-89 

Trigger 
level (ad
justed base 
plus 10% 
sec. 2(c) 

Import level 
estimated under 
sec. 2Cb)(2) 

Actual 
imports 

Action taken by 
President 

---------~------------------------------Million pounds----------------------------------------------

988.0 1,086.8 

998.8 1,098.7 

1,025.0 1,127.5 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th qtr. 

1,035.0 
1,035.0 
1,035.0 
1,035~0 

1,061.5 
1,061.5 
1,140.0 
1,160.0 

1,160.0 
1,160.0 
1,160~0 
1,160.0 

1,084.1 

1,170.6 

1,132.6 

Voluntary restraint agreements 
negotiated under section 204 with 
Australia, Mexico, Guatemala, 
Honduras~ Costa Rica, El Salvador, 
Dominican Republic, Panama, and 
Belize; no quotas. 

Voluntary restraint agreements 
negotiated under section 204 
with Haiti, Panama, Australia, 
Ireland, New Zealand, Dominican 
Republic, Honduras, Guatemala, 
Nicaragua, Costa Rica, and Mexico. 

Executive proclamation issued 
establishing and simultaneously 
suspending quotas. 

Section 204 action to limit trans
shipments through Canada. 

Voluntary restraint agreements 
negotiated under section 204 
with Panama, Costa Rica, Guatemala, 
Australia, Ireland, New Zealand, 
Haiti, Dominican Republic, Mexico, 
Nicaragua, and Honduras. 

Executive proclamation issued 
establishing and simultaneously 
suspending quotas. 



tll 
I 
~ 

~ 

1972 ..... 

1973""' 

1974 .. "' 

1975""' 

Adjusted 
base pre
scribed 
under sec
tion 2(a) 

Actions under the Meat Import Act, 1964-89 

Trigger 
level (ad
justed base 
plus 10% 
sec. 2(c) 

Import level 
estimated under 
sec. 2CblC2l 

Actual 
imports 

Action taken by 
President 

----------------------------------------Million pounds----------------------------------------------

1,042.4 1,146.6 

1,046.8 1,151.5 

1,027.9 1,130.7 

1,074.3 1,181.7 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1.st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th~- qtr. 

1,240.0 1,3,5.5 
1,240.0 
1,240.0 
1,275.0 

1,450.0 1,355.6 
1,450.0 
1,450.0 

7"" 

1,575.0 1,079.1 
1,5~5.0 
1,210.0 
1,115.0 

1,150.0 1,208.9 
1,180.0 
1,180.0 
1,180.0 

Voluntary restraint agreements 
negotiated under section 204 
with El Salvador, Honduras, 
Australia, Nicaragua, Dominican 
Republic, Ireland, New·Zealand, 
Guatemala, Haiti, Mexico, and 
Costa Rica. 

Executive proclamation issued 
.establishing and simultaneously 
suspending quotas. 

No voluntary restraint agreements 
negotiated. : 

Executi~e proclamation issued 
establishing and simultaneously 
suspending quotas. . 

No voluntary-restraint· agreements. 

Executive proclamation issued 
establishing and simultaneously 
suspending quotas. 

Voluntary restraint agreements 
negotiated under section 204 
with Haiti, Panama, New Zealand, 
Dominican Republic, and Costa Rica: 

. no quotas. 



t'1 
I 

U1 

Tull 

1976,, 11 I 

1977 11 II I 

Adjusted 
base pre
scribed 
under sec
t ion 2Ca) 

Actions under the Meat Import Act, 1964-89 

Trigger 
level (ad
justed base 
plus 10% 
sec. 2Cc) 

Import level 
estimated under 
sec. 2(b)(2) 

Actual 
imports 

Action taken by 
President 

----------------------------------------Million pounds----------------------------------------------

1,120.9 1,232.9 

1,165.4 1,281. 9 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1,223.0 
1,223.0 
1,250.0 

1,271.9 
1,271.9 
1,271.9 
1,271.9 

1,23L7 

1,250.2 

Voluntary restraint agreements 
negotiated under section 204 
with Australia, El Salvador, 
Nicaragua, Guatemala, Haiti, 
Honduras, New Zealand, Panama, 
Dominican Republic, Mexico, and 
Costa Rica. 

Executive proclamation issued 
establishing and simultaneously 
suspending quotas. 

Voluntary res~raint agreements 
negotiated under section 204 
with Australia, New Zealand, 
Mexico, Costa Rica, Nicaragua, 
Honduras, Guatemala, Dominican 
Republic, El Salvador, Panama, 
Haiti, and Belize; letters of 

1
understanding exchanged with 
Canada; no quotas. 



tz:I 
I 

O'I 

f 

Xrull: 

1978 ••••• 

1979 I I I I I 

1980,, II I 

1981 .. II I 

Adjusted 
base pre
scribed 
under sec
tion 2Cal 

Actions under the Meat Import Act, 1964-89 

Trigger 
level (ad
justed base 
plus 10% 
sec. 2(c) 

Import level 
estimated under 
sec. 2(b)(2) 

Actual 
imPorts 

Action taken by 
President 

----------------------------------------Million pounds--------------------------------7---~--------

1,183.9 

1, 131.6 

1,516.0 

~.316.0 

Adjusted 
base pre-

1,302.3 

1,244.8 

1,667.6 

1,447.0 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 
1st. qtr. 
2nd. qtr. 
3rd. qtr. 
4th. qtr. 

Actions under 

Trigger 
level (ad-

1,292.3 
1,292.3 
1,492.3 
1,492.3 

1,570.0 
1,570~0 
1,570~0 
1,570.0 

1,650 
1,571 
1,420 
1,420 
1,458 
1,402 
1,322 
1,235 

1,485.5 

1,533.9 

1,431.2 

1,235.7 

Voluntary restraint agreements 
negotiated under section 204 
with Australia, New Zealand, 
Canada, Mexico, Costa Rica, 
Nicaragua, Honduras, Guatemala, 
Dominican Republic, El Salvador, 
Panama, Haiti, and Belize. 

Executive proclamation issued 
establishing and simultaneously 
suspending quotas. 

Voluntary restraint agreements 
negotiated under section.204 
with Australia, New Zealand, Canada, 
Mexico, Costa Rica, Nicaragua, 
Honduras, .Guatemala, .Dominican 
Republic, El Salvado~, Panama, 
Haiti, and Belize. 

Executive proclamation issued 
establishing and simultaneously 
suspending quotas. 

No voluntary restraint agreements: 
no quotas. 

No voluntary restraint agreements: 
no quotas. 

the Heat Import Act, 1964-89 



'-
scribed justed base Import level 
under sec- plus 10% estimated under Actual Action taken by 

~ tism ;Hi!.l se£. Z!sl file£. irbHil inmorts President 

----------------------------------------Million pounds----------------------------------------------

1982 ••••• 1,181.8 1,300.0 1st. qtr. 1,210 1,319.6 Voluntary restraint agreements 
2nd. qtr. 1,175 negotiated under section 204 
3rd. qtr. 1,225 with Australia and New Zealand, 
4th. qtr. 1,294 letters of understanding exchanged 

with Canada; no quotas. 
1983 ..... 1,119.0 1,231.0 1st. qtr. 1,224 1,240.1 Voluntary restraint agreements 

2nd. qtr. 1,224 negotiated under section 204 
3rd. qtr. 1,224 with Australia and New Zealand, 
4th. qtr. 1,230 letters of understanding exchanged 

with Canada; no quotas. 
1984 ....... 1,117.0 1,228.7 1st.· qtr. 1;190 l,141.1 No·voluntary·restraint agreements; 

2nd •. qtr. .1, 190 no quotas. 
t>:I .. 3rd. qtr. l,190 
I 4'th. qtr. 1,190 " 1985 ••••• l, 199'~0 1,319.0 1st. qtr. 1,215 1,318.6 No voluntary restraint agreements; 

, 2nd. ·qtr. .' 1,200' . no· quotas. 
3rd •.. qtr. 1,,180 

·4th •. qtr. 1,210 
1986 ••••• 1,309.0 1,4~0.0 1st. qtr. 1,3·00 1,339.3 No voluntary restraint agreements; 

2nd. qtr. 1,390 no quotas. 
3rd. qtr. 1,395 
4th. qtr. 1,395 

1987 ••••• 1,309.0 1.440.0. 1st. qtr. 1,400 1,459.7 Voluntary restraint agreements 
2nd. qtr •. 1,405. negotiated under section 204 
J.rd. qtr. 1,420 with Australia and New Zealand; 
4th. qtr. 1,439 no quotas. 



t'1 
I 

00 

~ 

198$ ...... 

1989 ..... 

Adjusted 
base pre
scri bea 
under sec
tion 2(a) 

Actions under the Heat Import Act, 1964-89 

Trigger 
level (ad
justed base 
plus 10% 
sec. 2Ccl 

Import .level 
estimated under . 
sec •. 2(bl (2) .. -~ 

Actual 
i.Jnports. 

Action taken ,by 
President 

-------------------------------,------;.---Mi1lion pounds----------------------------------------------

1,386.~ 

1,307.1 
1,245.3 

1,525 .• 5 

1,437.8 
1,369.8 

.1st. qtr. 
2nd. qtr. 
3rd •. qtr. 
4th. qtr .• 
1st. qtr. 
2nd. qtr. 
3rd. qtr. · 
4th. qtr. 

1 ;475,,. 
1,'480 
1,520 
1,525 
1,425- 3 

1,315 3 

1,250 
1,160 

1,521.2 Voluntary restraint agreements 
negotiated under section 204 
with Australia and New Zealand2 ; 

no quotas. 
As of October 198~, no voluntary 

restraint agreements; no quotas. 



1 In 1987, the United States signed VRA's with Australia and New Zealand to limit those countries exports of the 
subject meats to the United States for the rest of 1987. The restraint levels for 1987 are shown in the following 
tabulation: 

Restraint levels in 1987 
(million pounds) 

Australia ••••• 722.0 
New Zealand ••• 438.0 

2 In 1988, the United States signed VRA's with Australia and New Zealand to limit those countries exports of the 
subject meats to the United States for the rest of 1988. The restraint levels for 1988 are shown in the following 
tabulation: 

Restraint levels in 1988 
(million pounds) 

Australia ••••• 811.6 
New Zealand ••• 451.4 

~ 3 The first quarterly estimate included Canada: thereafter Canada was excluded inasmuch as U.S. imports of the 
-b subject meats from Canada are excluded from quantitative limitations as a result of the United States-Canada Free

Trade Agreement Implementation Act of 1988, P.L. 100-449. 

Source: Compiled from U.S. treaties and Other International Agreements (TIAS). 
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SUMHARIES OF HRITI'EN SUBMISSIQNS BY INTERESTED PARTIES 

SUGAR 

Chocolate Manufacturers Association 

The Chocolate Manufacturers Association conunents that converting non
tariff barriers to tariff equivalents would improve agricultural trade and 
enhance the competitiveness of the confectionery industry. The Chocolate 
Manufacturers Association notes that converting quotas for refined sugar, 
peanuts, and milk products into tariffs presents unique calculation problems. 
The Association offers suggestions for domestic prices and world reference 
prices that might be used to determine tariff equivalents for these 
conunodities. The price used in any tariff equivalent evaluation should not 
incorporate the distortions caused by quotas and price support programs. The 
base period should be years in which there was no significant price 
volatility. For sugar, the Chocolate Manufacturers favor a variable tariff to 
account for changing price conditions. (Attachments: "Economic Consequences 
of Ending the U.S. Import Quota on Peanuts" and "Peanut Product Price Impact 
Models"). 

Corn Refiners Association. Inc. 

The Corn Refiners Association supports the eventual elimination of world 
agricultural trade barriers and subsidies. In light of the comparative 
advantage in refining technology the U.S. industry enjoys, the Association 
believes that the elimination of trade subsidies and barriers will lead to an 
increase in exports. However, though the corn refiners are not included in 
the U.S. sugar program, the program has protected the industry through its 
domestic insulation from excessively low world spot sugar prices. Therefore, 
the Corn Refiners Association shares the sugar industry's concerns over the 
calculation and implementation of sugar tariffs, as well as the impact of 
tariffication on sugar-import quota holders. 

Hawaiian Sugar Planters' Association 

The Association's conunents were included with those of the U.S. Sugar, 
Peanut, and Dairy Industries. 

Louisiana Farm Bureau Federation. Inc. 

The sugar industry is an important factor in the economy of the state of 
Louisiana. While the Louisiana Farm Bureau Federation expresses support for 
the elimination of all trade disrupting subsidies, it is unable to support the 
tariffication approach until several concerns are addressed. These concerns 
include the choice of the app~opriate world price for the determination of 
tariffs, protection from cu'rrency manipulation, and the ability of the poorest 
countries to compete in a free market. Furthermore, LFBF questions how 
"welfare costs," which are higher for farmers in the U.S. than in many 
countries, can be factored into the tariffication proposal. Finally, LFBF 
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brings up the possible cost of tariffication to the U.S. Treasury (the current 
sugar program is operated at no cost), and the effect of tariffication on the 
allotment of jurisdiction to Congress with regard to farm policy. 

Marigold Conunodities Corporation 

Philippine-based Marigold CoJJDnodities Corporation, an exporter of sugar
containing products, states that in the past it has been adversely affected by 
the current ·u.s. quotas on sugar-containing products. Consequently, the 
corporation supports the conversion from_ quotas to more visible. tariffs. 
Quotas·on sugar containing products have limited the ability of Marigold to 
export a full line of their products, many of which need to be used together. 
Since the adoption of HTS, though, under which Canadian sugar/dextrose blends 
were reassigned to a different quota category than the Marigold products, the 
corporation has had little trouble exporting its products to the United 
States. Marigold does no~ anticipate a rapid growth in demand for its . 
products in the U.S., and therefore feels that the effective tariffs 
equivalent of the quotas on its products at the current time is minimal. 

Sweetener Users As·sociation 

The Sweetener Users Association states that tariffication may have a 
positive impact on the domestic market if the tariffs' meet several conditions·. 
These conditions include the ability for viable commercial transactions to 
occur, ·the reduction of the current difference between U.S. and world sugar 
prices, and the authority.of the government to step in if there is a domestic 
shortfall. According to the Sweetener Users Association, the sugar market is 
the most transparent and subsequently··contains the best data from which to 
derive tariff equivaiencies. With r~gard to the transitional approach using· 
tariff-rate quotas, the Association lacks specifics, but believes that such an 
approach can be acceptable. 

U.S. Beet Sugar Association 

The United States Beet Sugar Association coJJDnented that whil~ the 
tariffication concept has "superficial appeal", it may not be suitable for the 
sugar industry. According to the Beet Sugar Association, the current U.S. 
Sugar Program has served the U.S. interests well, and therefore any changes 
should be cautious. Sugar beets, unlike many coJJDnodities, cannot be stored 
long or shipped far. Therefore, the sugar beet industry is very vulnerable to 
the volatility of the market. The Association f~ars that tariffication may 
exacerbate the domestic volatility of sugar prices. In particular, the ad 
valorem tariff, as understood by the Association, would increase the 
volatility of domestic sugar prices. If tariffication is adopted, however, 
the Association feels that it should be applied broadly to avoid market 
distortions. Furthermore, tariffication should be applied to all practices, 
including foreign sugar subsidies, and to all countries, including those not 
belonging to the GATT. Another considerat~on which the U.S. Beet Sugar 
Association mentions is the possibility of adverse impact on other crops 
caused by the tariffication of sugar. Many beet farmers also produce 
additional crops. If the need for domestically produced sugar dropped due to 
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the increase in imported sugar from tariffication, the resulting increase in 
:acreage planted in wheat or potatoes, for example, could be "devastating." 

U.S. Sugar Industry 

The U.S. Sugar Industry supports the eventual U.S. goal of elimination of 
agricultural trade barriers and subsidies, and believes in its own 
competitiveness on the world market. However, the industry does express 
concern about the tariffication process proposed to lead to the elimination of 
trade barriers. The Sugar Industry questions the ability to calculate tariff 
equivalents of U.S. sugar import quotas due to the fluctuations in exchange 
rates, the volatility of the world prices, and the difficulty in establishing 
a true representative period for calculation purposes. Furthermore, the 
industry is concerned about specification of the differences between raw and 
refined sugar prices, sugar content in products, relative social-welfare 
costs, and industry efficiency. In addition to calculation problems, the U.S. 
Sugar Industry foresees difficulties in.the implementation of tariff 
equivalents. The difficulties involve consideration of non-GATT exporters 
and importers, exporting developing countries, GSP or CBI-group countries, and 
current trade sanctions. 

U.S. Sugar. Dairy. and Peanut Producers 

The United States Sugar, Dairy, and Peanut Producers categorically state 
in their conunentary that "tariffication cannot provide the same protections to 
domestic producers and consumers as the current quotas do." Furthermore, due 
to the economic threats stenuning from highly subsidized exports from other 
nations, the producers feel that the quotas contained in the current U.S. 
agricultural policies are fundamental to stabilize domestic prices. 
Consequently, the producers' main concern about tariffication at this time is 
that the methodology used to develop tarif.f equivalents, the criteria, and the 
implementation process are still vague. The producers question how tariff 
equivalents of U.S. quo~as (TEQ) are to be applied, under what conditions they 
are to be calculated, and how they will be adjusted in response to changing 
world conditions. More SP.ecifically, the questions of quality 
substitutability, the participation of non-GATT members, and the true 
representativeness of the benchmark years used for calculations trouble the 
producers. 

HEAT 

Australian Meat and Live-stock Corporation 

The Australian Meat and Live-stock Corporation supports the concept of 
changing trade barriers composed of quotas and related voluntary restraint 
agreements into more visible tariff restriction with a view towards a future 
free market. However, the AMLC does not believe that the Meat Import Act, 
under which current imports of Australian meat are regulated, lends itself to 
tariffication. One of the fundamental problems the AMLC finds with converting 
~he MIA and its related Voluntary Restraint Agreements into appropriate 
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tariffs is the qualitative difference between ~orted and U.S. meat. Lean 
Australian meat generally does not compete with' or substitute for U·.S. meat, 
but is instead complementary. Even if the qualitative difference between the 
two products was to be taken into account, the.AMLC. expressed its concern that 
the methodology used to convert the VRAs into tariffs could not achieve the 
full effect of the MIA. The AMLC fears that because of the inexactitude of 
the calculations, there is a substantial probability that the calculation of 
the tariff equivalent of the Meat Import Act would be inappropriately high. 
The Australian Meat and Live-stock Corporation concluded that the imposition 
of a tariff in place of the MIA could seriously disrupt the industry~ Rather 
than the imposition of tariff equivalents, the AMLC would like to see a repeal 
of the MIA. 

Meat Importers Council of America 

The Meat Importers Council of America is opposed to calculation of tariff 
equivalents. Importers have faced enough trade restrictions, both from US 
quotas and from government interventions in major supplying countries. These 
trade restrict1ons are too complex to be converted into an accurate tariff 
equivalent. Voluntary restraint agreements now in effect would throw off any 
effort to calculate tariff equivalents. The Council estimates the value of 
the quota on meat products between 1987 and 1989 at 1 cent or less per pound 
f.o.b. Meat imports did not reach the quota amount during recent years, which 
~eans that the equivalent tariff would be zero. 

PEAHUTS 

National Peanut Growers Group 

·Converting quotas to tariff equivalents.(TEQ) could sharply raise USDA 
costs and destroy the peanut program, harming peanut producers. China 
espec1ally would ship large amounts of peanuts to the US if quotas were 
lifted. It is impossible to provide protection through TEQs that would be 
equivalent to tariffs, the growers argue. TEQs would be static estimates 
based on a short time period and would not represent actual conditions of the 
1990s. Prices and production would become more volatile if quotas were 
removed. Accurate and equitable TEQs would be extremely difficult to 
calculate because of the many differences in quality of product, 
transportation, and any subsidies given by other countries. 

Procter & Gamble 

As a major manufacturer of peanut products, .Procter & Gamble is concerned 
that tariffication of current peanut import quotas will create great disparity 
between the prices paid by U.S. peanut product manufacturers and foreign 
manufacturers. Currently, processed peanut products are subject to a minimal 
tariff, from which several potential producers are exempt. Meanwhile, quotas 
limit the import of raw peanuts. Procter & Gamble fears that unless 
consideration is quickly extended to the reduction/removal of peanut tariffs, 
U.S. manufacturers will face a disadvantage from higher production costs 

F-6 



stemming from the domestic price of peanuts. In order to minimize the risk of 
a shift to imported peanut products, Proctor & Gamble suggests the following: 
the calculation of tariff equivalents of U.S. peanut import quotas should 
include "additionals" in order to avoid overstating the actual U.S. price; and 
the tariff on imported peanuts should be reduced as rapidly as possible to 
minimize the competitive advantage enjoyed by foreign manufacturers due to 
lower world peanut prices. 

Southeastern Peanut Association 

The Southeastern Peanut Association "generally" opposes the replacement 
of peanut quotas with tariffs. The Association expresses concern about the 
inability of tariff calculations to take into account differences in quality, 
freight costs, and exchange rates. In addition, Southeastern Peanut worries 
about chemical or other contamination of peanuts of foreign origin. 

COTl'Oll 

National Cotton Council.of America 

The National Cotton Council stresses that.cotton quotas are structured 
differently for different products, such as various staple lengths of raw 
cotton, cotton waste products, upland cotton, and processed items containing 
cotton. It may be necessary to develop an equally complex tariff system to 
account for· all the differences in cotton products. Base years 1986-88 may 
be unrepresentative for cotton, because the 1985 farm act removed the price 
floor and cotton prices ranged from 26.81 cents per pound to 73.07 cents per 
pound. Discovery of a world price for cotton to use in the calculations will 
also be difficult. The investigation should also consider that the response 
of non-market economies. to a tariff may not be the same as the response of 
other countries. China and the Soviet Union are important cotton producers, 
and they may ship large amounts of cotton to the US under a·tariff. 

DAIRY 

American Dairy Products Institute 

The American Dairy Products Institute reconunends that USITC study the 
effects of chocolate block imports on the dairy quota and the dry milk 
processing industry. This study could be completed as part of the 
investigation of tariff equivalents. Chocolate block imports are not under 
quota and have mushroomed between 1978 and 1988, the Institute reports. Up to 
one-third of chocolate block volume by weight can be dry whole milk. Imports 
of the chocolate block effectively circumvent the dairy quota, according to 
the dairy processors. (See related GAO report; attached.) The Dairy Products 
Institute is also concerned with the quality of statistics gathered at the US
Canada border. Tariff calculations made by the USITC should account for 
policy issues relating to the source of the ingredients in the chocolate 
block, such as whether the dry whole milk contained in the chocolate benefited 
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from other countries' price support systems. USDA costs from purchasing dry 
whole milk displaced by the imported product and the harm to domestic industry 
from lower-priced imports also should be considered in the tariff 
investigation. 

Senator Charles E. Grassley 

Senator Grassley requested that the USITC include imports of bulk 
chocolate block in its analysis of competitive conditions affecting the U.S. 
dairy industry. 

Senator Jesse Helms 

Senator Helms requested that the USITC include imports of bulk chocolate 
block in its analysis of competitive conditions affecting the U.S. dairy 
industry. 

Congressman David Obey 

Congressman Obey requested that the USITC study the effects of chocolate 
block imports on the dairy quota and the dairy industry in the investigation 
of tariff equivalents .. 

Senator Charles S. Robb. 

Senator Robb, on behalf of the Virginia Milk Producers, requested that 
the USITC include imports of bulk chocolate block in its analysis of 
competitive conditions affecting the U.S. dairy industry. 

Senator Paul Simon 

Senator Simon, on behalf of the American Dairy Products Institute, 
requested that the USITC include imports of bulk chocolate blo.ck in its 
analysis of competitive conditions affecting the U.S. dairy industry. 

National Milk Producers Federation 

The National Milk Producers Federation finds conceptual, identification, 
and data problems inherent in the calculation of tariff equivalents. In the 
conversion to tariff-rate quotas, the Federation states that the equivalent 
degree of import limitation supplied by the current quotas would require "an 
infinite. or very large" tariff level. The National Milk Producers also 
believe that tariff equivalents derived through the price-gap method would not 
extend the same level of limitation on dairy products currently created by the 
quotas. Identification problems in the calculations are feared due to 
fluctuations in the exchange rate and export subsidies such as those of the 
EC. The data problems that concern the National Milk Producers Federation 
stem from the difficulty in taking into consideration differing grades.and 
standards of products. 
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