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Other Government Regulations Affecting Imports

The Meat Import Act of 1964 1/

The Meat Import Act was passed, among other reasons, to protect
the domestic cattle industry. In the view of the Committee on
Finance of the U.S. Senate, the industry was '"caught in the crossfire
of rising production costs and decreased product prices.".g/ The
Committee concluded, on the basis of price data provided as a
result of a Commission study, 3/ "that imported meat has played an
important part in creating the distressed market conditions" in the
industry. 4/ The Committee noted that imports of beef accounted
for one-half of the total increased domestic use of beef over the
8-year period 1956-63. 5/

Under section 2(a) of the Meat Import Act, the aggregate quantity
of fresh, chilled, or frozen beef and veal (TSUS item 106.10) and meat
of mutton and goats (except lambs) (TSUS item 106.20) which may be
imported into the United States in any calendar year beginning after
December 31, 1964, should not exceed an adjusted base quantity. 6/
Provision is made that this base quantity (725,400,000 pounds) shall
be increased or decreased for any calendar year by the same percentage

that estimated average annual domestic commercial production of these

1/ Reproduced as app. C. - -

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

3/ Report on Investigation No. 332-44 (Beef and Beef Products) Under
Section 332 of the Tariff Act of 1930 Pursuant to a Resolution of the
Committee on Finance of the United States Senate Adopted November 20,
1963, TC Publication 128, June 1964.

4/ Meat Import Report, note 3, page 1 at 3074.

5/ 1Ibid at 3071
6/ For practical purposes, imports of beef and veal (TSUS item 106.10)

are the significant imports.
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articles in that calendar year and the 2 preceding calendar years
increases or decreases in comparison with the average annual domestic
production of these articles during the years 1959 through 1963,
inclusive.

A 10-percent overage is allowed, so that only when imports are
expected to exceed the adjusted base quota level by 10 percent are
those quotas triggered. Each year the Secretary of Agriculture is

required to publish in the Federal Register the estimated quantity that

would trigger the imposition of quotas under the law, and quarterly, the
quantity of meat that, but for the law, would enter the United States in
such calendar year.

If the Secretary's estimate of imports exceeds the trigger level,
the President is required by law to proclaim quotas on imports of meats
subject to the law. The quota proclamation may be suspended or the
total quota quantity increased, if the President determines and proclaims
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 provides that any such suspension shall be for such

period, and any such increase shall be in such amount, as the President

determines and proclaims to be necessary to carry out the purposes of

section 2(d).



98

Section 204 of the Agricultural Act 1/

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 export from
such countries and the importation into the United States of any agricultural com-
modity or product manufactured therefrom. Section 204 also provides that when a
bilateral agreement has been concluded under section 204 among countries accounting
for a significant part of world trade in the articles with respect to which the
agreement was concluded, and remains in effect, the President may also issue regu-
lations governing the entry or withdrawal from warehouse of the same articles which
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 negotiate numerous bilat-
eral agreements with countries supplying beef and veal to limit their exports below
the respective calendar-year trigger levels established under the Meat Import Act.

All of the bilateral agreements negotiated have been substantively the same,
except that shares of the adjusted aggregate import quota for each calendar year
are allocated (pursuant to section 2(c) (3) of the Meat Act)--

. . émong supplying countries on the basis of the shares

such countries supplied to the United States market during

a representative period of the articles described , .

except that due account may be given to special factors

which may have affected or may affect the trade in such

articles.

Each agreement sets forth the rights and obligations of each party. The
agreements do not purport to be comprehensive in the sense of providing enforce-
ments, compensation, or penalty provisions. 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 which the
signatory will 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

1/ Reproduced in app. C.
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United States to increase the total amount imported under the prbgram and allocate
shortfall resulting from some countries being incapable of filling their negotiated
levels. Finally, the agreements almost always contain provisions stipulating the

representative period for computation of possible quotés, and calling for consulta-

tion on interpretative questions and questions on total import increases.

History of meat imports under the Meat Import Act and
Section 204 of the Agricultural Act

During the first 3 years that the Meat Import Act was in effect (i.e., 1965-67),
meat imports were below the adjusted base quotas and the trigger levels (see tables
in app. Q).

In mid-1968, it became apparent for the first time that imports might exceed
the trigger level. Accordingly, in August 1968, Australia and New Zealand were
asked to restrain shipments voluntarily in order to avoid quotas. Imports in 1968
were ultimately above the base quota level but below the trigger level.

When imports reached levels that threatened to trigger'the quotas under the
Meat Import Act, that act and section 204 of the Agricultural Act were used in
conjunction with each other to forestall the imposition of quotas. The Meat Import
Act quotas come into effect when imports are estimated to exceed the adjusted base
quota by 10 percent; however, the President may suspend such quotas. Whenvsuch
quotas come into effect they can restrict imports to the adjusted base quota amounts.
Since it is advantageous to the exporting countries to ship quantities approaching
the trigger levels for the Meat Import Act quotas and at the same time not exceed
the trigger levels lest quotas be imposed reducing the shipments to the adjusted
base quota, exporting countries were receptive to negotiating voluntary restraint
levels under section 204 which would not exceed the trigger levels under the Meat
Import Act. No country wanted another country to take unfair advantage and have a
disproportionate share of the total quota, and each country might prefer to fill a
known quota in the way it finds most advantageous to itself. The provision of
section 204 allowing the President to impose regulations governing imports from

countries not a party to the agreement, when bilateral agreements have been con-
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cluded with countries accounting for a significant part of world trade, encourages
all supplying countries to agree to restraint levels or face unilaterally imposed
restrictions.

In 1969, all major supplying countries, except Canada and the United Kingdom,
agreed to an informal restraint level below the trigger level (see table C-2 in
app. C ). Special restrictions on imports from Honduras were agreed to bilate-
rally in November 1969 and were enforced to keep imports within agreed-to restraints.
Imports in 1969 exceeded the adjusted base quota level and approximately equalled
the trigger level.

In 1970, a restraint program was again negotiated. Imports in the first half
of the year were very heavy and, as a result, two actions were taken at mid-year--
(1) the President proclaimed and then suspended quotas in view of '"overriding eco-
nomic interests of the United States' (Proclamation No. 3993, 3 CFR 491 (1970)),
and a new restraint level was authorized at a level higher than the trigger level,
and (2) section 204 was used to embargo transshipments through Canada, closing a
loophole in the program. Section 204 was also used to hold five supplying countries
to their restraint agreements. Actual imports in 1970 were 1,170.4 million pounds,
171.6 million pounds over the 998.8-million-pound adjusted base quota level and
71.7 million pounds over the 1,098.7-million-pound trigger level.

In 1971, the restraint program continued at the level established in late 1970.
Because this level was higher than the 1971 trigger level, the President took
action to proclaim and suspend quotas (Proclamation No. 4037, 3 CFR 16 (1971)).
Actual 1971 imports were slightly higher than the suspended trigger level, but they
were below the negotiated restraint level largely because of U.S. dock strikes.

In 1972, a restraint program 7 percent higher than the 1971 program was agreed
to by the principal supplying countries. In March, the President suspended the
quota proclamation in order to encourage greater shipments of beef to the United

States (see Proclamation No. 4114, 3 CFR 115 (1972)).
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In 1973 and 1974, quotas were again invoked by the President and simultaneously

suspended (see Proclamation No. 4183, 3 CFR 208 (1973); and Proclamation No. 4272,
3 CFR 338 (1974)). There were no new voluntary restraints negotiated during those
2 years. In 1973, imports of meats subject to quota, at 1.36 billion pounds, ex-
ceeded the trigger level by 200 million pounds. In 1974, imports were 1.08 billion
pounds, 50 million pounds below the trigger level.

In 1975, voluntary restraints were negotiated again, for the first time since
1972. No proclamations were issued. Imports in 1975 were 1.21 billion pounds, 27
million pounds over the trigger level. 1/

In 1976, voluntary restraints under section 204 were again negotiated. On
October 8, 1976, the Secretary of Agriculture published fourth-quarter estimates
which indicated that imports for the calendar year would exceed the 110-percent
trigger level (estimated imports were 1.25 billion pounds and the trigger level was
1.23 billion pounds). On October 9, 1976, the President issued Proclamation No. 4469,
3 CFR 62(1976), proclaiming (1), in conformity with section 2(c) of the act, a
quota of 1,120.8 million pounds (the adjusted base quota); and (2), pursuant to
section 2(d) of the act, that it was required ''by overriding economic interests of
the United States'" to increase the quota by 112.1 million pounds. The sum of 1,120.8
million pounds and 112.1 million pounds is 1,232.9 million pounds, the trigger level
in 1976. Actual imports in calendar 1976 were 1,231.7 million pounds, just slightly
under the quota limit.

In 1977, voluntary restraints under section 204 were negotiated for a quantity of
1,271.9 million pounds. Imports from Canada were for the first time covered in such
agreements. The 1977 arrangements also provided that entries of meats processed in U.S.
foreign-trade zones, trust territorities, or possessions after January 1, 1977, will be

counted against the individual country limitations. 2/

l/ The overage was apparently due in large part to poor statistics. In 1975, the
Department of Agriculture used census data in making its estimates. Such data gene-
rally were not available until 6 weeks after the actual imports occurred. In 1976,
the Department of Agriculture worked out a new arrangement with the U.S. Customs
Service whereby import data could be obtained on a weekly basis as imports neared
the trigger-point level.

2/ The provisions relating to U.S. foreign-trade zones, trust territories, or
possessions are a result of the importation into the continental United States in
1976 of foreign-produced beef and veal that was processed in the foreign-trade zone
at Mayaguez, Puerto Rico, and not counted against quantitative limitations.
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In summary, in the 12 full years that the Meat Import Act has been in effect,
meat imports have exceeded the base quota nine times and have exceeded the trigger
level five times (but only barely in three of these five instances). In six in-
stances the President proclaimed the required base quotas, but in five of those in-
stances (in the years 1970-74) he simultaneously suspended them in view of "over-
riding economic interest', and in the sixth instance (1976) he increased the quota
level, again in view of '"overriding economic interests', to a level equal to the
trigger level. Voluntary restraints were negotiated with most of the major export-

ing countries in 5 of these years (1970, 1971, 1972, 1975, and 1976),
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The Federal Meat Inspection Act

Section 20 of the Federal Meat Inspection Act, as amended (21
U.S.C. 620), 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 [chap.
12, Meat Inspection] and regulations issued thereunder applicable to
such articles in commerce 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 [chap. 12, Meat Inspection and thel
Federal Food, Drug, and Cosmetic Act [21 U.S.C. 301]. . . ."

Thus, section 20 intends that the foreign meat-exporting country
enforce inspection and other requirements with respect to the preparation
of the products at least equal to those applicable to preparation of
like products at federally inspected establishments in the United States,
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 misbranding at the time of
entry. 1/ However, section 20 does not provide that the imported products
be inspected by U.S. inspectors during their preparation in the foreign

country. 2/

1/ See U.S. Senate, Agriculture and Forestry Committee, Report on S. 2147,
S. Rept. No. 799 (90th Cong. 2d sess.) 1967, as published in 2 U.S. Cong.
& Adm. News 1967,p. 2200. S. 2147, as modified, ultimately became Public
Law 90-201 (the Wholesome Meat Act), approved Dec. 15, 1967.

2/ Ibid.
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The Secretary of Agriculture has assigned responsibility for the
administration of the department's section 20 functions to the Foreign
Programs Staff of the Federal Meat and Poultry Inspection Program of
its Food Safety and Quality Service. 1/ By 1976, FSQS had certified
46 countries as having meat inspection systems with standards at least
equal to those of the U.S. program, At the beginning of 1976, there
were 1 084 approved foreign plants. 2/ _

In 1976, FSQS had 20 veterinarians- assigned to review foreign
meat plant operations. Twelve of these 20 were stationed outside the
United States. FSQS had an additional 100 inspectors assigned to the
inspection of meat at the point of entry into the United States. é/
Plants exporting large volumes and other plants having minor problems
or past difficulties in meeting U.S. standards were visited at least

four times annually; all other certified plants are visited at least

twice a year.

All imported meat being offered for entry into the United States
must be accompanied by a meat.inspection certificate issued by the
responsible official of the exporting country. The certificate must
identify the product by origin, destination, shipping marks, and amounts.
It certifies that the meat comes from animals that received veterinary
ante-mortem and post-mortem inspections; that it is wholesome, not
adulterated or misbranded; and that it is otherwise in compliance

with U.S. requirements. 4/

1/ The Foreign Programs Staff of the Federal Meat and Poultry In-
spection Program recently was reorganized under FSQS; formerly they
had been part of the Animal and Plant Health Inspection Service.

2/ The numbers of certifications refer to all meat, including beef,
veal, and poultry. See U.S. Department of Agriculture Foreign Meat
Inspection 1976: Report of the Secretary of Agriculture to the Committee
on Agriculture and Forestry, U.S. Senate Committee on Agriculture,
House of Representatives, March 1977, pp. 1 and 5 (hereinafter cited as
Foreign Meat Inspection 1976).

3/ See Foreign Meat Inspection 1976, p. 2

4/ 1bid at p. 6; and 327.2 of the Meat and Poultry Regulations
(9 CFR 327.2).
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U.S. inspectors at the port of entry inspect part of each shipment.
Statistical sampling plans similar to those used in inspecting domestic meat
are applied to each lot of product inspected in order to ensure that a
representative sample is selected. Samples of frozen products are defrosted
prior to inspection. Canned meat containers are inspected for condition,
and sample cans are opened for inspection of contents. Labels are verified
for prior U.S. approval and the accuracy of stated net weights is checked.
Specimens are routinely submitted to meat inspection laboratories to check
compliance with compositional standards. Sample cans are also subjected
to periods of incubation for signs of spoilage. 1/

Meat imports are monitored for residues, such as pesticides,
hormones, heavy metals, and antibiotics, by selection of representative
samples for analysis by U.S. laboratories. Special control measures are
in effect for handling of meat from countries when excessive amounts of
residues are detected. The procedures consist of refusing or withholding
entry of the product until results of laboratory analyses are received.

The reconditioning or reworking of unsatisfactory products or
defective lots is not generally permitted in the United States. Exceptions
are made for damaged or dented canned products which may be sorted and
reoffered for entry, and for correction of slight irregularities in labeling.
Not until all examinations and tests show full conformity with U.S. standards
are products allowed to enter U.S. commerce. Products that fail to qualify
are held under U.S. Customs bond until they are reexported, made unusable
for human food purposes, or destroyed. Some refused products may be

permitted entry solely for use in pet food. 2/

1/ See Foreign Meat Inspection 1976, at p. 6.
2/ 1biad.
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During calendar year 1976, approximately 9.3 million pounds of
beef and veal--less than 1 percent of total imports--were refused entry.
No more than 2 percent of beef and veal imports from any major meat-

exporting country were refused entry.
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PROVISIONS OF EXISTING LAW THAT MAY
PROVIDE OPPORTUNITIES FOR RELIEF TO CATTLEMEN

Relief from imports may be available to domestic cattlemen under one or more

of the following statutory provisionms.

Section 22 Import Restrictions

For many years it has been the policy of the U.S. Government through the U.S.
Department of Agriculture (USDA) to assist the agricultural sector of the economy
by supporting prices of specified agricultural products. From time to time programs
of the USDA have resulted in prices of some products being supported at levels
higher than world prices. It was recognized, therefore, that limitations on imports
were necessary to prevent material interference with the Government programs.

Section 22 of the Agricultural Adjustment Act, as amended (7 U.S.C. 624),
requires the Secretary of Agriculture to advise the President whenever any article
is being or is likely to be imported under such conditions and in such quantities
as to materially interfere with a price-support or other program undertaken by
the USDA. If the President agrees with this advice, 1/ he directs the U.S.
International Trade Commission to conduct an investigation to determine import
interference with price-support programs, and to report to him the Commission's
finding and recommendations. Following receipt of the report, the President, if he
agrees therewith, is required to impose such fees or quotas, within certain
statutory limitations, on the importation of the articles involved as he deems
necessary. For a condition that requires emergency treatment, the President may
take action under section 22 pending the report and recommendations of the Commission.

In a similar manner, the Secretary of Agriculture may advise the President that
conditions have changed and the existing section 22 restrictions may be relaxed.
The President, following advice by the Commission, may liberalize or terminate the

existing import controls on the articles concerned.

1/ The President has the option of doing nothing.
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Since section 22 was enacted in 1935, import quotas have been imposed on the
following: certain dairy products; cotton, certain cotton waste, and certain cotton
products; wheat and wheat flour; peanuts; rye, rye flour, and rye meal; barley and
barley malt; oats and ground oats; shelled filberts; and tung nuts and tung oil.
Section 22 import fees have been imposed on the following: shelled or blanched
almonds, shelled filberts, specified shelled "Virginia-type' peanuts, flaxseed,
and linseed and peanut oils. Currently, only certain dairy products, cotton, wheat

and wheat flour, and peanuts are subject to quotas. 1/

Countervailing Duty

Section 303 of the Tariff Act of 1930, as amended (19 U.S.C. 1303), the counter-
vailing duty law, provides that "Whenever any country, or dependency . . ., shall pay
or bestow, directly or indirectly, any bounty or grant upon the manufacture or
production or export of any article or merchandise manufactured or produced in such
country , ., ., there shall be levied and paid, in all such cases, in addition to anv
duties otherwise imposed, a duty equal to the net amount of such bounty or crant
Complaints alleging a violation of the countervailing duty law are filed with the
Secretary of the Treasury. Determinations are also made by the Secretary. In the
case of an imported article which is free of duty, duties may be imposed under
this section only if there is an affirmative determination by the ITC that an
industry in the United States is being or is likely to be injured, or is being pre-
vented from being established by reason of the importation.

In recent years, numerous agricultural products, including sugar, various dairy
products, canned hams, castor oil products, frozen boneless beef, various tomato
products, barley, molasses, spirits, and bottled olives, have been made subject to

countervailing duties. Most of these duties are still in effect.

1/ The quotas on wheat and wheat flour have been suspended since Jan. 26, 1974,
pursuant to Presidential Proclamation No. 4298.
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Antidumping Act
Under the Antidumping Act, 1921, as amended, special duties may be imposed
on imported merchandise, whether dutiable or free, on which a dumping finding
has been made. Generally, the dumping duty is imposed on imported merchandise
if the U.S. market price is less than the foreign market price. The duty
collectible is an amount equal to the difference between the U.S. price and the
foreign market price. The foreign market price contemplates the price of goods

purchased in usual wholesale quantities.

Dumping investigations are conducted by the U.S. Customs Service. When the
Secretary of the Treasury advises the International Trade Commission that
merchandise is being sold at less than fair value, i.e., dumped, l/ the Commission
institutes an investigation to determine whether an .industry in the United States
is being or is likely to be injured. After completion of its investigation, the
Commission notifies the Secretary of the Treasury as to its determination. If
the determination is in the affirmative, the Secretary of the Treasury proceeds
to effect the collection of the dumping duty.

All imports of agricultural products are potentially subject to the impo-
sition of dumping duties. At the present time dumping duties are in effect on
the following agricultural imports: whole dried eggs from Holland, instant
potato granules from Canada, canned Bartlett pears from Australia, and ice cream

sandwich wafers from Canada.

1/ If the Secretary of the Treasury concludes that there is substantial doubt
that a U.S. industry is being injured by sales at less than fair value, he refers
his findings to the Commission, which then has 30 days to determine whether or
not there is reasonable indication that the injury provision has been met. If
the Commission reports to the Secretary that there is no reasonable indication
of injury, Treasury's investigation is terminated.
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Unfair Import Practices

Section 337 of the Tariff Act of 1930, as amended (19 U.S.C. 1337), declares
unlawful "unfair methods of competition and unfair acts in the importation of
articles into the United States, or in their sale by the owner, importer, consignee,
or agent of either, the effect or tendency of which is to destory or substantially
injure an industry, efficiently and economically operated, in the United States,
or to prevent the establishment of such an industry, or to restrain or monopolize
trade and commerce in the United States , . . .'" When the International Trade
Commission determines a violation of section 337 to exist, it may issue an exclu-
sion or a cease-and-desist order. Recently, two agricultural products, chicory and

coffee, were the subject of investigations under section 337. Both investigations

were terminated by the Commission without a finding of a violation.

Other Avenues of Relief
Under section 301 of the Trade Act of 1974, the President may, in the case

of a subsidized import which is substantially reducing sales of the competitive
U.S. product, impose duties or other import restrictions on the products of the
exporting country, after investigation by the Secretary of the Treasury and the
International Trade Commission.

Section 301 authority may be used only if the President finds that the anit-
dumping and the countervailing statutes are inadequate to deter the practices.

The Trade Act of 1974 also provides for adjustment assistance for workers,
firms, and communities as a means of relief from injury caused by import

compeition.
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Workers

A group of workers or their certified or recognized union or other duly
authorized representative may file a petition for adjustment assistance with the
Secretary of Labor under section 221 of the Trade Act.

Under the worker adjustment-assistance provisions, workers in a firm qualify
for trade-adjustment benefits if the Secretary of Labor, within 60 days after the
filing of a petition, finds that an absolute or relative increase in imports con-
tributed importantly to the workers' unemployment and to a decrease in sales or
production of the firm from which they have become unemployed.

The Trade Act provides for direct readjustment allowances to workers certified
as eligible for trade adjustment assistance as well as for measures aimed at helping
adversely affected workers to find new employment, including job search, training,
and relocation allowances. Only two agricultural worker petitions have been accepted
by the Secretary of Labor. However, neither of these firms were certified as

eligible for adjustment assistance. 1/

Firms

Firms may file petitions for adjustment assistance with the Secretary of Com-
merce under section 251(a) of the Trade Act. Firms which are found eligible for
assistance are entitled to technical assistance and/or financial assistance in the
form of loans and loan guarantees. The Secretary of Commerce is required to reach
his decision on a firm's adjustment-assistance proposal no later than 60 days after

receiving the firm's application.

1/ The firms and their lines of business were Mid-American Dairy-
men, Inc. (dairy products) and Kenneth Canning Co. (mushroom canning).
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The Secretary shall certify a firm as eligible to apply for adjustment assist-
ance if he determines that increases in imports have contributed importantly to the
separation or threat of separation of a significant number of workerslin the firm
and that sales or production, or both, of such firms have decreased absolutely.

The Secretary of Commerce has accepted nine petitions from agricultural firms for
adjustment assistance. 1/ Two of those firms were not certified as eligible for

adjustment assistance. 2/

Communities

Communities may file petitions for adjustment assistance with the Secretary of
Commerce under section 271(a) of the Trade Act. Communities will be certified as
eligible to apply for adjustment assistance if the Secretary determines that a
significant number or proportion of the workers employed within the ''trade impacted
area'" defined by the Secretary of Commerce have been or are threatened to become
totally or partially separated, that sales or production of a firm or firms within
the area have decreased absolutely, and that increased imports or the transfer of
productive facilities to a foreign nation have contributed importantly to the
unemployment or decline in sales or production. Eligible communities could receive
a variety of developmental assistance including technical assistance and direct
grants for the acquisition and development of land impgovements of public works
and public services.

The bill also contains several provisions designed to attract new investment
to trade impacted areas. The Secretary of Commerce is authorized to make loans and
loan guarantees to qualifijed applicants to acquire, construct, or modernizg plant
facilities or for such other purposes as the Secretary determines are likely to
attract new investment and to create new, long-term employment opportunities with

the area.

1/ The firms and their lines of business were Smithfield Sugar cooperative
(sugar), Fantessa Enterprises, Ltd. (mushroom growing and processing),
P. Mastrippolito & Sons, Inc. (mushroom growing and processing), Losito Mushroom
Corp. (mushroom growing and processing), Mortensen Enterprises, Inc. (cattle raising),
Utica Farms Mushrooms, Inc. (mushroom growing), La Peer Mushrooms (mushroom growing),
Marzzetti Bros., Inc. (mushroom growing), and Great Lakes Mushroom Farms, Inc. (mush-
room processing).

2/ Fantessa Enterprises, Ltd. ,and Mortensen Enterprises, Inc.



113

Public Law 83-480 (food aid to developing countries)

This statute provides assistance to developing nations by means of U.S. food
aid to alleviate hunger and promote economic progress. Most of the assistance has
been in the form of grain shipments because grain is relatively low in cost and it
is often in surplus, is storable, fits into the normal diets of the receiving
countries, and is conducive to shipping. However, cattle and beef are subject to
provisions of that law. Since July 1, 1954, 0.1 percent of Public Law 83-480 ship-
ments (in terms of value) have been beef. Increased shipments of beef under that

law could be a means of reducing the domestic supply.

Public Law94-35 (loan guarantees)

This provision of law is a loan guarantee pr@g?am that provides loan guarantees
for farmers who would not otherwise qualify for loeans to purchase livestock, feed

T
grains, equipment, and/or to refinance livestock eperatiens.

Public Law 99-68 (disaster aid)

This statute provides loans in counties designated as 'Natural Disaster Areas."

About 2,324 counties in the United States, Puerto Rico, and the Virgin Islénds are
so designated. The program provides for loans to producers who are unable to obtain

sufficient credit elsewhere to finance their needs at reasonable rates and terms.

National School Lunch Act

The Food and Nutrition Service of USDA is responsible for distributing beef,
as well as other food items, under authority of the National School Lunch Act. 1In
recent years, the agency has annually purchased and distributed over 100 million
pounds of beef (primarily frozen ground beef). The program has mno statutory limit
on the amount of beef that can be purchased. However, the prices,at which the USDA
offers to purchase beef are often below market pfi&es and purchases under this

program have been limited.
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Drought and Flood Conservation Program

The USDA, under authority of the Soil Conservation and Domestic Allotment Act
of 1936, as amended, operates the Drought and Flood Conservation Program. The
program provides for cost sharing for certain practices (e.g., purchasing irriga-
tion equipment) that could be beneficial to cattlemen. The program is available

to farmers in over 2,000 U.S. counties designated as '"Emergency Drought Impact Areas,"
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Other U.S. governmental programs through which beef and veal may be purchased

Department of Defense officials report that there is no statutory limi-
tation on the amount of heef and veal which may be purchased but that as a
practical matter, the number of military personnel limit such purchases.
U.S. military consumption of beef and veal amounted to about 255 million
pounds in 1976, about 1 percent of total consumption. The Veterans
Administration states that the purchases of beef and veal for use in its
hospitals are made by the individual hospitals. The total purchases are
limited by the number of eligible participants in VA programs.

Indirect governmental purchases of beef and veal occur through the food
stamp program (Public Law 95-113). Officials of the U.S. Department of
Agriculture estimate that approximately 30 percent of the total value of
purchases with food stamps consists of red meat. Based on total purchases
under the food stamp program in fiscal year 1976, purchases of red meat by
program recipients are estimated at $1.5 billion. Individual fooa stamp

recipients determirie the share of their food stamps that they use for beer ana veal.

Other governmental purchases of beef and veal, both direct and indirect,
occur under section 4(a) of the Agriculture and Consumer Protection Act of 1973,
as amended {Public Law 93-86). These purchases have been small, but according
to an official of the U.S. Department of Agriculture they could become
larger if funded. Programs operating under this authority include "Aid
to Needy Families" (certain American Indians and families in U.S. trust
territories) and the "Supplemental Food Program" (for certain infants, young
people, and pregnant women). Limited quantities of beef and veal also are
purchased under authority of the Older American's Act of 1965, as. amended

(Public Law 95-65).
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LEGISLATIVE PROPOSALS BEFORE CONGRESS
Many of the proposals of witnesses at the public hearings were
related to proposed legislation pending in Congress. Most such bills
introduced have been referred to the House or Senate Agriculture

Committees.

Proposed Amendments to the Federal Meat Inspection Act

Bills introduced in both Houses would amend the Federal Meat Inspec-
tion Act (21 U.S.C. 601 et. seq.) "“to require that imported-meat and meat
food products made. in whole or in-part of imported meat be subjected to
certain tests and that such meat products-be identified as having been
imported,’” and "to require that the cost of conducting such tests,
‘inspections, and identification procedures on imported meat and meat
food products . . . be borne by the exporters of such articles." 1/
These bills would require that foreign meat imports be required to meet
U.S. standards and to require labeling of imported meat products. Other
bills have been introduced..in.both. Houses with the sole objective of
amending the Federal Meat Inspection Act just to require labeling of
meat products as "imported! or "imported in part' at the retail level,
where such products are most likely to be sold to the ultimate consumer. 2/

A bill has been introduced in the House requiring humane methods
of -slaughter for domestic animals and for foreign animals whose meat

products would be exported to the United States. 3/

1/ Bills.S. 297, H.R. 1349, H.R. 2010, H.R. 3130, H.R. 4113, H.R. 4230,
H.R. 4925, H.R. 5276, H.R. 7398, H.R. 7790, and H.R. 8684.

2/ Bills H.R. 1073 and H.R. 8730.

3/ Bill H.R. 1464.
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Proposed Amendments to the Meat Import Act of 1964

Bills have been introduced to revise the Meat Import Act.

Several bills would prevent the circumvention of import restrictions
‘through the production or manufacture of articles from foreign trade

zones, territories, and possessions of the United States. l/

One proposed bill expands the definition of meat products subject
to quota to include TSUS items 107.55 and 107.60 (other prepared or
preserved beef and veal, except sausages), revises the base quota from
725,400,000 pounds to 737,000,000 pounds, and puts all powers to
regulate the quotas in the hands of the Secretary of Agriculture. 2/

A Senate bill.provides for changing the base.quota to 750,000,000
pounds and ties changes in quota levels for each calendar quarter to
the ratio of the number of fed cattle slaughtered to the number of
cattle commercially slaughtered in the first 2 months of the preceding
calendar quarter. The Secretary of Agriculture is authorized to
allocate the quotas, and all Presidential poweré (such as suspension
of quotas and trade égreements) are deleted._g/

Another bill pfovides.the same as the one just discussed but in
addition allows for adjustment of the base quota level over time in

relationship to U.S. domestic production. 4/

1/ Bills S. 294, H.R. 1500, H.R. 6879, H.R. 7399, and H.R. 7724.

2/ Bill H.R. 3574.
3/ Bill S. 239.
4/ Bill H.R. 1154.
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PROPOSALS PRESENTED AT THE HEARINGS
Changes in the Operation of the Meat Import Act of 1964

Countercyclical quotas

A majority of the witnesses in favor of providing some form of import relief
for the domestic cattle and beef industry, including several members of Congress,
suggested that the Meat Import Act, which currently permits imports to rise and fall
with domestic production, be modified so that imperts fall when domestic production
rises and rise when domestic production falls. Such countercyclical quotas, they
asserted, would tend to increase imports at times of high prices and decrease im-
ports at times of low prices. It was argued that such quotas would tend to sta-
bilize prices for the domestic industry and for consumers. A few witnesses sug-
gested mechanisms for such countercyclical quotas. One was that import quotas
could be tied to the relationship between U.S. costs of production and domestic
prices or to parity prices for meat (e.g., a 25-percent cut in import quota levels
for each 5-point drop in U.S. cattle prices below parity prices). Another proposed
mechanism was to tie import quota levels to the ratio of the number of fed cattle
slaughtered to the total number of cattle slaughtered, with the intent of reducing
imports during the liquidation phase of the U.S. cattle cycle. 1In addition, there
were suggestions that quotas be established quarterly rather than annually . and

that limitations be placed on quota entries through any single port of entry.

Closing loopholes in the act

A majority of the witnesses, including most congressional witnesses, proposed
that coverage of the quotas under the Meat Import Act of 1964 be broadened. Such
proposals ranged from adding prepared or preserved (processed) beef and veal to the

articles covered by the quotas to putting all red meat in whatever form (live animals
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and fresh, chilled, frozen, or processed meat) under the quotas. Several witnesses
wanted limitations on imports of live cattle; it was felt, however, that this should
be done by means other than the meat import quota, since the witnesses did not want
to restrict imports of breeding stock, or they felt that it would be difficult to

develop an acceptable conversion formula for live cattle to meat equivalents.

Most witnesses at the hearings advocated broadening the quota coverage as one
method of closing a so-called loophole. The loophole allowed meat processed in
foreign trade zones or territories of the United States, or transhipped through
Canada, to be imported outside the quotas. There were complaints that there are
imports of meat under the quotas that had merely been transshipped through the
listed country of o6rigin and that Canada imported meat for its own needs and exported
its domestic product to the United States, but suggestions that this problem be
solved did not include mechanisms for dealing with the problem.

Several Congressmen suggested that the base periods and formulas for the
establishment of quotas under the Meat Import Act should be updated to account for
current conditions. Several congressional witnesses also called for improvements
in the Department of Agriculture statistics and estimates used to administer the
act.

Many witnesses, including congressional witnesses, suggested changes in the
administration of the act. It was proposed that the requirement that estimated
imports exceed quota levels by 10 percent before quotas are triggered be eliminated
or that the trigger level be reduced to 5 percent. It was suggested that limitations

be placed on the power of the President to suspend quotas in cases of national
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emergency. Several witnesses said that the provisions for negotiation of voluntary
restraint agreements with meat importers were used more to serve international
rather than domestic interests. It was recommended that the power to negotiate
such agreements be transferred to the Secretary of Agriculture. Some witnesses
suggested that authority to administer the act be moved to the Department of
Agriculture. One Congressman suggested that domestic producers be empowered to
take the administrators of the act to court if they disagree on the administration
of the act. It was also suggested that advisory committees to aid in administer-
ing the act be established. Suggestions were made thét the act include provisions

for embargoes on meat imports.

Changes in the Tariff

Besides revisions in meat import quotas, there were proposals for tariff actions
on meat imports. Several witnesses proposed putting a variable tariff on meat
imports tied to parity prices. There were.proposals to change the tariff on meat
imports to reflect current parity prices or to equalize the costs of production
between domestic and foreign producers. One witness suggested that this action
could be accompanied by allowing duty-free treatment for such imports when U.S.
prices exceeded '"fair market values'" for a period of 90 days. Increases in duties
on meat products from 5 to 10 cents per pound‘higher than the difference between
domestic and imported meat prices were proposed. Shor;—term increases in tariffs
to deal with current problems were suggested by a number.of witnesses, dincluding

Congressional witnesses.
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Other Suggested Congressional Actions

Several witnesses, including several congressional witnesses, suggested that
meat imports be restricted to products subject to similar standards of health and
sanitation as are required in U.S. production. It was urged that 100 percent of
the imported meat be inspected by U.S. inspectors, that drugs not allowed in the
production of domestic cattle be prohibited in the production of foreign cattle the
meat of which is destined for the U.S. market, that slaughter of foreign beef for
the U.S. market be carried out under the same standards as U.S. slaughter, and that
‘the internal organs of all imported meat be inspected by U.S. inspectors. Virtually
all such proposals for improved standards for imported meat included the suggestion
that the cost of the increased inspections required to achieve these results be
borne by the importers of such meat. 1In addition, some witnesses suggested that
improved inspection of live cattle imports was needed;y and one congressional wit-
ness proposed that reciprocal inspection standards be imposed (i.e., if Canada
requires inspection for blue tongue disease on U.S. exports of live cattle to
Canada, the U.S. should require the same inspection on live cattle imports from
Canada).

It was proposed by many witnesses that imported meat products be labeled as
"imported" or "imported in part' through all distribution channels to the retail
level. 1t was suggested that grocery stores, meat markets, and fast food chains
that sell imported meat be required to advertise it as such, and that restaurants
should identify imported meat on their menus. Some witnesses proposed a prohibition
on mixing imported and domestic meats.

Some witnesses suggested that Congress prohibit the use of Federal funds for
the purchase of imported meats, and a further suggestioq was made that such funds

be prohibited from going to any institution which buys or serves imported meats.
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One Congressman urged enactment of laws to improve the reporting of market
information in the domestic meat market, particularly price information. It was
suggested that market manipulation was likely without improvements in market
information. There were also suggestions for an investigation of practices in the

futures markets for meat products.

Import Interests
During the investigation, the import interests indicated that they preferred
to eliminate all restrictions on imports of beef and veal..l/ Second to that, they
preferred no changes in the existing act; they contended that imports already comply
with U.S. health, sanitary, and labeling laws and regulations. Third, they contended
that some of the processed beef and veal products not presently covered by the Meat
Import Act are either not produced or are not produced in significant commercial

quantities in the United States.

The import interests pointed out that much of the testimony of domestic witnesses
at the hearings consisted of recommendations for legislative changes which would add
to the already formidable protection enjoyed by the domestic industry under the
Meat Import Act. The importers contended that, without exception, the recommendations
would add to the unique protection already enjoyed by the U.S. beef industry. One
way or another, they contended,each of the recommendations would add to the expense

and complication of importing or would actually limit imports.

Major Proposals of Domestic Producers and Importers
1. Quota coverage for beef and veal
The domestic producers contended that the quota should be modified to close

loopholes in the existing act, so as to prohibit quota-type meat from being processed

l/ Several econometric models received in the course of the investigation relate
to the. impact of imports upon domestic producers and consumers; they are shown
in appendices D and E.
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in foreign trade zones, or in other countries, and then imported and not counted
in the quota. They maintain that all imported beef is competitive with domestic
beef.

Importers contend that imported grass-fed beef is complementary to domestic
grain-fed beef and, at best, the imported beef could be considered competitive only
with the limited domestic production of lean beef. They further point out that a
representative of the National Cattlemen's Association estimated that sales of culls
would represent 15 percent of beef producers' income. Some importers claim that
processed beef should not be covered by quota unless the quota base is adjusted to
consider processed meat imports, and they assert that the foreign trade zones
problem has been corrected by the Department of Agriculture. Some noted that
canned corned beef is not produced commercially in the United States and that other
meats, such as frozen cooked beef are produced only on a limited scale. They believe
that this type of beef should not be subject to a quota, as it does not compete with

domestic products.

2. Quota coverage for live cattle

Domestic producers claim that including live cattle in the existing quota, or
establishing a separate quota for live cattle, will protect local markets from market
disruption by large imports of feeder calves or cattle for slaughter from Canada or
Mexico.

Importers contend that imports of live cattle are negligible in relation to the
total domestic market and that imports of feeder calves benefit domestic feedlot
operators. They point out that Canada and Mexico have a balance of trade with the
United States in live cattle that is mutually beneficial. The importers contend that
no conversion formula can be written to determine meat equivalents of live cattle

and that proposals for quotas should not include live cattle for breeding purposes.
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3. Countercyclical quotas

Domestic producers assert that current quotas should be made countercyclical
so that imports would be high wheﬁ domestic prices rise and low when domestic prices
fall. This, they assert, will allow market stability for producers and consumers.
Some called for quarterly quotas and others called for imports to enter at par-
ticular ports,

Importers oppose quotas in any form and would prefer to have the Meat Import Act
eliminated. Second to that, they prefer no changes in the existing laws. Counter-
cyclical quotas, they claim, would tend to keep imported meat out of the U.S. market
when foreign suppliers are also liquidating herds and are most in need of these
markets. Also, importers contend that foreign supplies could not be turned on or
off at will under such a proposed system in order to satisfy the U.S. market. They
point out that U,S. consumers customarily begin to purchase less beef and start to
buy more substitutes when beef prices become disproportionately high. 1In order for
the U.S. market to be served by imports, they assert, it must be a consistent market

for imports.

4. Quota trigger 1eve1.

Domestic producers contend that the 1l0-percent trigger has led to a continual
level of imports 10 percent above the adjusted base quota level, since voluntary
restraint agreements are negotiated to avoid the necessity of triggering the quota.
They claim that U,S. Department of Agriculture estimates of imports have been
faulty in the past.

Importers claim that the 10-percent trigger level provides room for the

negotiation of voluntary restraint agreements,

5. President's power to suspend quotas
Domestic producers want to eliminate the President's power to suspend the quotas

and they believe that the emclustye sdministration of the quotas should be vested
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with the Secretary of Agriculture. Domestic producers point out that the President
has suspended quotas in the past in pursuit of consumer interests and has not admin-
istered the act in the interest of producers. -

Importers testified that quota suspensions are used because imported meat is
needed in the domestic market since the domestic industry does not produce enough
lean meat for U.S. demand. They point out that the U.S. supply of manufacturing
beef is a byproduct of two other operations--cow/calf and dairy. Also, they point
out that in periods such as late 1972 and 1973, they supplied beef to the U.S.

market when it was wanted and needed.

6. Inspection of foreign beef

Domestic producers and consumers contend that inspection of foreign meat is
not as rigorous as inspection of domestic meat.. They.ﬁant the cost of the addi-
tional inspection to be borne by the importers.

Foreign suppliers claim that their standards are in conformity with applicable
U.S. law and are already as high, or higher, than U.S. standards and that their
standards are adequately enforced. They point out that U.S. inspectors are perma-
nently stationed abroad and that they regularly visit foreign plants. The plants
are approved by these U.S. officers and this approval is a prerequisite for shipping
beef to the United States. During the investigation, the Council for the Australian
Meat Board quoted the U.S. Secretary of Agriculture as stating:

We have a fine cooperative program with the Governments of

Australia and New Zealand. We are satisfied that the beef which

comes from those countries is clean; it is slaughtered and handled
under sanitary conditions comparable to our own. We do not have

the slightest doubt about the cleanliness and wholesomeness of
beef which comes from Australia and New Zealand.
7. Labeling of imported beef
Domestic producers and consumers want imported beef to be labeled '"imported"

or "imported in part" with country of origin at all levels of distribution,
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including the retail level, so that consumers will know they are eating imported
meat. The producers claim consumers would prefer "higher quality" domestic meat.
Importers contend that this would be an undue burden on interstate and foreign
commerce as the courts have found with regard to several State laws, Imported meat,
they assert, satisfies U.S, laws regarding labeling and that even if there were any
truth to the allegations concerning the inferiority of foreign inspection, the
corrective action to be taken would be in administration of the present law rather
than in changing the law. The importers believe that requiring the labeling of
domestically processed meat would mean that labeling would be required of all
imported products processed domestically. The importers point out that containers
of imported beef are labeled pursuant to statutory requirements (19 U.S.C. 1304) with
country of origin in such manner as to advise the "ultimate purchaser,” méaning
the manufacturer and not the retail buyer (housewife), of such country. They claim
that imported quota beef is essentially a raw material used in manufacturing.
Under the law, they contend, the "ultimate purchaser" of quota beef is the manufac-

turer who uses it, with other materials, to produce a new and different product.

Such product, they point out, is a product of the United States.

8. Other proposals

The importers made no major proposals at the hearing. The importers asserted,
however, that virtually. without exception, the proposals of the domestic interests
had a common denominator--that all of them would add to the unique and unprecedented
protection already enjoyed by the U.S. beef industry. One way or another, they
claimed, each would add to the expense and complication of importing, or would
limit imports or discourage their use. Also, the importers asserted that the
Commission's report on this investigation should set forth the facts. They contend,
in effect, that section 332 neither directs nor empowers the Commission to make

policy recommendations designed to improve the position of domestic industries.



