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UNITED STATES INTERNATIONAL TRADE COMMISSION 

Investigation No. 701-TA-298 (Final) 

FRESH, CHILLED, OR FROZEN PORK FROM CANADA 

Determination 

On the basis of the record 11 developed in the subject investigation, the 

Commission determines, .2../ pursuant to section 705(b) of the Tariff Act of 1930 

(19 U.S.C. § 167ld(b)) (the act), that an industry in the United States is 

threatened with material injury l/ by reason of imports from Canada of fresh, 

chilled, or frozen pork, provided for in subheadings 0203.11.00, 0203.12.90, 

0203.19:40, 0203.21.00, 0203.22.90, and 0203.29.40 of the Harmonized Tariff 

Schedule of the United States, that have been found by the Department of 

Commerce to be subsidized by the Government of Canada. 

Background 

The Commission instituted this investigation effective May 8, 1989, 

following a preliminary determination by the Department of Commerce that 

imports of fresh, chilled, or frozen pork from Canada were being subsidized 

within the meaning of section 701 of the act (19 U.S.C. § 1671). Notice of the 

institution of the Commission's investigation and of a public hearing to be 

held in connection therewith was given by posting copies of the notice in the 

Office of the Secretary, U.S. International Trade Commission, Washington, DC, 

and by publishing the notice in the Federal Register of May 25, 1989 (54 F.R. 

22634). The hearing was held in Washington, DC, on August 1, 1989, and all 

persons who requested the opportunity were permitted to appear in person or by 

counsel. 

11 The record is defined in sec. 207.2(h) of the Commission's Rules of Practice 
and Procedure (19 CFR § 207.2(h)). 
2J Chairman Brunsdale and Vice Chairman Cass dissenting. Commissioner 
Lodwick did not participate. 
l/ Commissioners Eckes, Rohr, and Newquist further determine that, 
pursuant to section 705(b)(4)(B), they would not have found material 
injury by reason of the imports subject to the investigation but for 
the suspension of liquidation of the entries of the subject merchandise. 
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VIEWS OF COMMISSIONERS ECKES, ROHR AND NEWQUIST 

We determine, pursuant to section 705(b) of the Tariff Act of 1930 ("the 

Act'~)(19 U.S.C. § 1671d(b)), that an industry is threatened with material 

injury by reason of imports of fresh, chilled, or frozen pork from Canada 

which have been found by the Department of Connnerce to be subsidized. 

Like Prod,uct 

To determine whether material injury or threat of material injury to a 

domestic industry exists, the Connnission must first make factual 

determinations as to like product and domestic industry. Section 771(10) 

of the Act defines "like product" as "a product which is like, or in the 

absence of like, most similar in characteristics and uses with, the article 

subject to investigation." 1/ 

The Department of Conunerce has defined the imported products subject to 

investigation as "fresh, chilled and frozen pork". 2.1 In our preliminary 

determination we determined that the like product was "fresh, chilled or 

frozen pork." 1/ The parties to this final investigation did not challenge 

the like product definition as defined in the preliminary determination. 

No information arose in this investigation to support a contrary 

1/ 19 u.s.c. § 1677(10). 
21 These items are currently provided for under HTS item numbers 
0203.11.QO, 0203.12.90, 0203.19.40, 0203.21.00, 0203.22.90, and 0203.29.40. 
54 ~ .Rgg.. 30775 (July 24, 1989). We note that although CoIIDnerce's 
investigation is entitled "fresh, chilled, and frozen pork" our 
investigation is entitled "fresh, chilled, or frozen pork". We do not 
think there is any substantive difference between these designations. 
l/ Fresh, Chilled, or Frozen Pork from Canada, Inv. No. 701-TA-298 
(Preliminary), USITC Pub. 2158 (Feb. 1989)("Preliminary Determination") 
at 5. 
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definition. Accordingly, we find that the appropriate like product is 

fresh, chilled, or frozen pork from Canada. 

Domestic Industry 

The domestic industry determination is built on the definition of the 

like product. The domestic industry consists of "the domestic producers as 

a whole of a like product, or those whose collective output of the like 

product constitutes a major proportion of the total domestic production of 

that product." !!/ 

Section 1326(a) of the Omnibus Trade and Competitiveness Act of 1988 

("the 1988 Act") amended the statutory definition of domestic industry in 

cases involving processed agricultural products. 2/ The amended statute 

provides that the Commission may include the growers of the raw 

agricultural product in a domestic industry consisting of the producers of 

the processed product if: (1) there is a single continuous line of 

production from the raw agricultural good to the processed agricultural 

product and (2) there is a substantial coincidence of economic interest 

between the growers and the processors. g/ 

Single Continuous Line of Production 

Section 771(4)(E)(ii) establishes two criteria for finding a single 

continuous line of production: 

(I) the raw agricultural product is substantially or 
completely devoted to the production of the processed 
agricultural product; and 

!±I 19· u.s.c. § 1677(4) (A). 
2/ 19 U.S.C. § 1677(4)(E). 
Q/ 19 U.S.C. § 1677(4)(E)(i). 
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(II) the processed agricultural product is produced 
substantially or completely from the raw product. II 

There has been virtually no debate in this investigation over whether pork 

fits the single line of production test. Almost all swine are eventually 

sent to slaughter and pork is derived exclusively from swine. ~/ We 

determine, as in the Cormnission's 1985 Liye Swine and Pork from Canada 

decision, affirmed in National Pork, '11 and as in the preliminary 

determinatfon in this investigation, .lQ./ that the single continuous line of 

production test has been met. 

Substantial Coincidence of Economic Interest 

To determine whether a substantial coincidence of economic interest 

exists, the statute directs the Conunission to.consider "relevant economic 

factors, which may, in the discretion of the Conunission, include price, 

added market value, or other economic interrelationships .•. " ll/ The 

statutory language reflects and legislative history expresses Congress' 

intent to codify the Commission's analytical framework for defining 

domestic industry in processed agricultural product cases. 12/ While 

codifying the Commission's approach, the drafters of the legislation were 

careful to preserve the Connnission's discretion in applying the analysis. 

11 19 u~s.c § 1677(4)(E)Cii). 
~/ Petitioner's prehearing brief at 11; respondents do not address the 
issue. 
~/Live Swine and Pork from Canada, Inv. No. 701-TA-224 (Final), USITC Pub. 
1733 (July 1985)("Live Swine")) aff'd sub nom. National Pork Producer 
Council v. United States, 661 F. Supp. 633 (CIT 1987) (National 
~)(affirming the Commission's definition of domestic industry excluding 
swine growers in Live Swine.) 
1Q/ Preliminary Determination at 6. 
11/ 19 U.S.C. § 1677(4) (E) (i) (II). 
]JJ See H.R. Rep. 40, Part 1, lOOth Cong. 1st Sess. (1988) at 122; S. Rep. 
71, lOOth Cong. 1st Sess. (1988) at 110; 133 Cong. Rec. S 1254 (daily ed. 
Jan. 28, 1987). 
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Amended section 771(4) (E) of the Act ll/ pr:ovides that "producers or 

growers of the raw agricultural product may be considered part of the 

industry producing the processed product ••• ", that the CoIIDnission should 

consider "such other factors it conside;:s relevant ••. "and adds 

recoIIDnendations as to how the CoIIDnission should evaluate price i1 it looks 

at price, and value added, il it consider.s valu~ added. W Th.e Senate 

Finance Co.IIDnittee clearly intend.ed to create "a flexible standard, [in . . 

which] no one factor is necessarily determinative." ll/ 

Petitioner argues that Congress intended for the ConDnission to emphasize 

price correlation and value added in assessing substantial coincidence of 

economic interest. 16/ Petitioner ass.erts that because there is a high 

correlation between the price of swine and the price of pork (between 90.5 

percent and 98.8 percent) ill and low market value added by the processors 

to the raw product (between one and ten percent) 18/ the ConDnission should 

include in the d~m,estic industry both growers and processors. 19/ 

Respondents, arguing that ~he_198.8 Act "does little more than codify the 

test.previously applied by the CoIIDnission.in Live Swine," 20/ suggest that 

value adqed and price correlation are not indicative of a coincidence of 

ll/ 19 U.S.C. § 1677(4)(E). 
W Section 1326 of the.1988 Act, codified at 19 U.S.C. § 1677(4)(E).(iii) 
(emphasis added).· 
ill S. Rep. 71 at 111. 
W Petftioner' s prehearing brief at 12. ,,. 
ill Petitioner's prehearing brief at 13 • 
.lil/ Petitioner applies a very narrow definition of value added in reaching 
its finding of 1 percent value added. Petitioner's prehearing brief at 14. 
For the purposes of the investigation, the staff found the average ratio of 
raw materials to cost of goods sold to be 10 percent. Report at A-30. 
l!l/ Petitioner's prehearing brief at 16. 
2QJ Canadian Meat Council (~MC) prehearing brief at 52. 
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economic interest in this case. 2J,J Rather, respondents suggest the 

divergence of profitability denotes a lack of conunon economic interest. 2.1../ 

Analysis 

In defining the domestic industry in agricultural cases prior to the 

implementation of the 1988 Act, the Connnission developed a two-part test to 

determine whether growers of the raw materi~l should be treated as 

producers of the processed agricultural product. The Conunission included 

growers in the domestic processed product industry when it found a single 

continuous line of production and a conunonality of economic interest. 2:l/ 

The Conunission has employed this second test to distinguish those cases in 

which growers and processors operate as a single industry from those in 

which the growers are merely suppliers of a product to the processors with 

divergent economic interests. 2.!±1 

Applying these criteria to the swine and pork industry four years ago, 

the Commission determined that the swine growers were not producers of 

processed pork and that the processed pork industry consisted exclusively 

of packers. 25/ That determination was upheld by the Court of 

International Trade on appeal which held that 

21/ CMC prehearing brief at 56-60. 
2.1../ CMC prehearing brief at 60-61. See also, Statement of Larry Martin 
at 8. 
2J./ See. e.g., Citrosuco Paulista. S.A. v. United States, 704 F.Supp. 1075, 
1089-1092 .(CIT 1988)(Citrosuco); see also, Frozen Concentrated Orange Juice 
from Brazil, Inv·. No. 731-TA-326 (Final), USITC Pub. 1970 (April 
1987)(~); Certain Fresh Atlantic Groundfish from Canada, Inv. No. 701-
TA-257 (Final) USITC Pub. 1844 (May 1986)(Groundfish); Certain Red 
Raspberries from Canada, Inv. No. 731-TA-196 (Final) USITC Pub. No. 1707 
(June 1985)(Red Raspberries); Lamb Meat from New Zealand, Inv. No. 701-TA-
80 (Preliminary), USITC Pub. 1191 (Nov. 1981)(Lamb Meat). 
2:!if Groundfish at 6. 
2:21 Live Swine at 7. 

' 
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substantial evidence on the record exists to support the 
CoJJDDission's determination that there is insufficient 
economic integration between swine growers and pork packers 
to justify including the growers with the packers. 2QJ 

The Court pointed to the following Co1111J1ission findings: 

(l)'[l]ess than 5 percent of packing facilities are owned 
by growers;' (2)' [v]irtually none of the grower facilities 
are owned by packers;' and (3)'the petitioners have 
conceded that the prices for hogs are not linked by 
contract to the prices received by the packers.' 2.1../ 

The Court further noted that the packers benefitted from low prices and a 

large supply of swine whereas hog growers preferred limited supplies and 

high swine prices; that domestic producers require Cana~ian pork to satisfy 

domestic demand; that not all packers supported the petition; and that some 

packers engage in tur~her processing of the pork and need the additional 

supply of pork to f~lfill orders. 28/ In conclusion, the Court fourid that 

the exclusion of the growers from the domestic pork producing industry due 

to insufficient economic integration was "supported by substantial evidence 

and in accordance with law." 2,!l/ 

Since that decision, Congress passed the 1988 Act, which, inter ~ 

amended the definition of domestic industry as to processed agricultural 

products. Both the House Ways and Means Committee Report and the Senate 

Finance Cormnittee Report explained that "[t]he purpose of including [the 

new provisions] in the statute is to give explicit congressional 

endorsement of their consideration, and to encourage their 

application." 30/ In our view, each element "added" by the 1988 Act had 

2Q/ N!Ational Pork, 661 F.Supp. at 638. 
2.1.I National fork, 661 F.Supp. at 638, quoting Live Swine at 6-7. 
w National Pork, 661 F.Supp. at 638. 
ill H1ti2n~l fork, 661 F.Supp. at 638. 
w H.R. Rep. 40, at 122; s. Rep. 71 at 110. 
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previously.been considered.in Commission decisions and already was part of 

the Commission's analytical framework. ill .. Furthermore, the law 

specifically leaves within the discretion of.the Co11Dnission the decision as 

to which economic factors it will examine in determining coincidence of · .. 

economic interest. 32/ 

In light of the new provisions o.f the 1988 Act, we determine that the 
.• . 

domestic pork industry is composed of pork packers alone. ll/ We believe 

the nature of the industry has not changed ~n fo~r years since the .~ 

Swine decision.. Revisiting the criteria applied in the Live Swine case, 

the packers and growers continue-to,pr9fit .at different'points in the 

cycle,. packers cont~nue to need Canadian por:k to fulfill demand, Wand 

while the .record spows only one packer in opposition to the petition, many 

stated no position. 35/ Notwithstanding high price correlation and low 

value ~dded, 36/ vertical integration remains at a minimum, 'Jl./~/ trading 

11/ See Lamb Meat at 8 (single continuous line of production); Citrosuco, 
704 F. Supp, at 1092 (value·.added and-price correlation) 
32/ 19 U.S.C. § 1677(7)(E)(i)(II) (the Connnission should consider the 
"relevant economic· factors, which may, in the discretion of the 
Commission, include ... ")(emphasis added). 
ll/ Commissioner Newquist determines that the domestic industry is composed 
of packers and growers. See Additional Views of Connnissioner Newquist. 
34/ Compare, Report at A"'"~2, Table 3 (pork production) to Report at B-29,·. 

'Table D-3 (domestic swine production). 
'Jj_/ Report at A-20. 
36/ There is evidence of a trend toward increased value added at the 
processing stage. . 
ill A few small packing plants are owned ·by swine prod'\lcers and there is 
Ol'\e fairJy large cooperative, Farmland Foods, ·atcountfrig. for a small 
pe.rcent of U. $. production of pork. There are no other major examples of 
interlocking qwnership. · 
38/ The Commission considers such legal arrangements, not as a separate 
criterion, but as an indication that growers and processors.have undertaken 
to share economic risks and benefits. The 1988 Act recommends that the 
Commission'look to "relevant economic relationships, and not necessarily 
legal relationships." (S. Rep. 71 at 110.) Thus, Congress did not prohibit 
the Commission from considering legal relationships, but suggested that it 

(continued ••• ) 
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is still conducted at arms length, W and, according to testimony at the 

hearing, profitabl.l:Lty figure·s of the packers and the growers continue to 

show ari inverse relationship. 40/ We therefore find that the second test, 

that requiring a substantial coincidence of economic interest, is not met 

in this case. 

Thus, we define the domestic industry to include only pork packe~s. 

Condition of the Domestic Industry 

In evaluating the condition of the domestic industry, the Commission 

considers, among other factors, U.S. production, capacity, capacity 

uti"iization.· domestic shipments, inventories, employment, and financial 

performance. !JJ../ The 1988 Act also amended section 771(1)(C)(iii) by 

directing the Commission to "examine all relevant economi¢ factors 

described in this clause within the context of the busine.ss cycle and 

conditions of competition that are distinctive to the affected 

industry." W Moreover, the 1979 legislative history directing the 

Commission to pay particular attention to livestock cycles is still 

~( ••• continued) 
do so in the context of considering economic relationships, as we have done 
here. 
W Tr •. at 96-98. 
!fQ/ Tr. at 107. Commissioner Rohr notes that while it is'not clear that 
there is, in fact, an invers~ relationship between the financial 
performance of the packers and growers, the evidence is clear that there is 
no positive correlation. This suggests at least that while some economic 
interest may by held in common, many more interests and risks are not 
common to both and these divergent factors have a more significant impact 
on the economic performance of each than those which are common. 
ill 19 U.S .• C. § _1677(7) {C) (iii). 
W See§ 1328 of the 1988 Act, codified at 19 U.S.C. § 1~77(7)(C)(iii). 
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valid, 43/ and we must account for :the relationship between growers-and 

packers to understand the nature of supply in,the pork industry. 44/. 

Consequently, we consider the cyclical nature of the hog industry as it 

relates to the pork industry. 

Public data were used whenever possible to assess the_condition 9f .the 

packing industry. 45/ According to_ U.S. Department of Agr~culture (USDA) . 

data,_ domestic pork production rose 11.6 p~rcent during the period of. 

investigation, from 14.0 billion pounds in_l986 to 15.6 billion pounds in 

1988. Production continued to expand into interim 1989, but at a ~lower . 

pace, from 3.8 billion pounds in January-March 1988-to 3.9 billion- polinds. 

in Januar}'""'March, 1989, an increase of only 2.6 percent over ~he same 

period in 1988. 46/ -. 

43/ In its discussion of material injury, the Senate Report of the Trade 
Agreements Act of 1979 states: 

Because of the special nature of agriculture special 
problems exist in determining whether an agricultural 
industry is materially injured. For example, in the 
livestock sector, certain factors relating to the state of 
a particular indµstry within that sector may appear to 
indicate a favorable situation for that industry when in 
fact the opposite is true. Thus, gross sales and 
employment in the industry producing beef could be 
increasi~g at a time when economic loss_ is occurring, i.e., 
cattle herds are being liquidated because prices make the 
maintenance of _the herds unprofitable. 

S. Rep. 249, 96th Cong~ 1st Sess. 88 (1979). 
W The hog cycle is explained inthe Report at Appendix D. The existence 
of the hog cycle is generally well accepted,- and in particular by the 
parties. See e.g., Tr. at 21, 38, 76 (petitioner) and at 114-115, 122, 142-
144. -
ill We note, however, that the Commission received usable quest~onnaire 
responses from 15 packers that accounted for 64 percent of the dpmestic 
production in 1988. Report at A-19. In general, the questionnaire data 
corroborate public data. 
~ Report at A-22, Table 3. 
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Data received th~ough questionnaires indicate that domestic pork 

processing capacity declined in 1987 to 6.1 billion pounds from 6.8 billion 

pounds in 1986, but rose to 6.6 billion pounds in 1988, an increase of 7.1 

percent. !ill Capacity has remained stable into 1989, however, the figures 

showing a rise of less than one percent from January-March, 1988 as 

compared to January-Match 1989. ~ Capacity utilization ratios generally 

reflect the variations in absolute capacity, falling from 116 percent !f!1I 

in 1986 to 114 percent in 1987 and rising again to 12.2 percent in 1989: 

although absolute cap~city figures remained virtually level during the 

interini periods, capaCity utilization rose by almost 3 'percentage points 

from interim 1988 to interim 1989. ~/ 

· Official statistics from USDA indicate a slow rise in domestic shipments 

from 1986 to 1988 (13.8 billion pounds in 1986, to 14.0 billion pounds in 

1987, and to 15.2 billion pounds in 1988). Shipments for the first quarter 

of 1989 show an increase over the first quarter of 1988, from 3.66 billion 

pounds to 3.74 billion pounds, respectively. ill 

The Commission notes that while the data in years 1986 and 1987 obtained 

from questionnaire responses indicate differing trends, the most recent 

data obtained from questionnaires parallel that in the public data. 

According to the Commission's questionnaire data, the quan~ity of total 

shipments~ fell from 8.1 billion ·pounds in 1986 to 7.5 billion pounds in 

1987 but rose to 8.5 billion pounds in 1988. Responding firms report an 

Report at A-24, Table 5. 
Report at A-24, Table 5. 
Capacity above 100 percent is achieved by running more th~n one shift. 
Report at A-24, Table 5. 
Report at A-22, Table 3 
Total shipment figures from questionnaire response~ include company transfers 
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increa.se ~of shipments in :Janu~ry-March .1989 of 2. 9 percent over domestic 

shipment;s o~ January-March, 1988 •. ill. 

'!'.he value of total _shipments reported by responding firms shows opposite 

trends from the q~antity figures, ris,ing from $ 5.0 ·billion in 1986 to 

$ 5.6 bill.ion in.1987 and then falling.to:$ 5.5 billion.in 1988. Whereas 

total value rose slightly from $ 1. 33 ·billion in January-March 1988 to 

$ 1.34 .. bilUon -~or, -the same p~riod in 1989, the average unit value fell. 

froin $ 0. 72 to $ 0. 65, .respectively, indicating that the rise in supply 

resulted in a-price decline. 54/ 

As a highly perishable item,. fresh.pork is .not stored'. for long periods 

ot", time. 55/ Inventories usually reflect s·easonal variations, with 

inventories as a percentage of monthly .production reaching peaks of 30 

percen:t; monthly inventories rarely exceed 2 percent of annual 

consumption. 56/ Nevertheless, according to USDA data,· ending cold storage 

stocks of pork for every month in 1988 were higher than. those for 1986 and 

1987, and h_igher: yet in- tl:ie first five months of 1989 for which there are 

data, indicating an oversupply situation beyond what is normal for the pork 

industry. ill Furthermore., a domestic packer -testified for the petitioner 
J •.· 

that inventories of frozen hams and bellies are 25 percent higher than last 

year, a. level which, he opined, would depress prices for those fresh 

products. 58/ 

53/ Report at A-25, Table 6. · 
54/ Report at A-25, Table 6. 
~/Report.at A-26. 
56/ Report at A-26. 
57/ ~eport at A-26, Table 7. 
58/ Transcript at 56; see also Review the Inspection and Increased 
Importation of Canadian Market Swine and Pork Products; Hearing before the 
Subcommittee on Livestock. Dairy.and Poultry of the House Committee on 

(continued ••• ) 
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Employment figures compiled from questionnaire responses indicate that 

overall employment of production and related workers rose from 11,151 in 

1986 to ove~ 13,68l in 1988. 59/ The number of workers in interim 1989 was 

6.2 percent higher than interim 1988. §Sl/ Although hours worked showed a 

similar increase, both hourly wages paid and total compensation paid 

decreased over the period under investigation • .§1/ 

The financial performance of the firms answering questionnaires reveals 

an industry that historically operates at low margins, is sensitive to the 

changes in the market and is entering a period of vulnerability to the 

effects of subsidized imports of Canadian pork. g},_/ 

Aggregate operating income declined from $12.2 million to $ 10.7 million 

from 1986 to 1987, a decrease of 12 percent, but then jumped to $84.0 

million in 1988~ 63/ Interim 1989 shows a drastic decline of operating 

income from $45.5 million in January-March 1988 to $18.1 million in 

January-March 1989. 

Operating income margins remained steady at 0.2 percent in 1986 and 

~/( ••• cont~nued) , 
Agriculture, lOlst Cong. 1st Sess. (1989)("Subconnnittee Hearing") at 52 
(Statement of Eugene Leman,. Executive Vice-President, Iowa Beef Producers). 
~Report at A-27, Table 8. 
9JJ./ Report at A-27, Table 8. 
~ Hourly total compensation paid did rise $ .01 from inte(im 1988 to 
1989, but the yearly figure for 1988 remained over $ 1.00 below that for 
1986. Report at A-27, Table 8. 
§.11 See generally R,eport at A-31, Table 10. Firms .responding to 
questionnaires report that gross profits rose from 1986 to 1988, but in the 
first quarter of 1989 were down almost 30 percent compared ~o gross profits 
in the first quarter of 1988. Report at A-31, Table 10. We: note that from 
1987 to 1988, total cost of goods sold decreased (Report at.Table 10) and 
the percentage share of raw materials decreased from 1987 t6·1988, (Report 
at A-~O) supporting the conclusion that decline~ in hog pric.es account for 
increases in packer· profitability. 
2:11 Report at A-31, Table 10. 
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1987, but then rose to 1.4 percent in 1988. 64/ However, reflecting the 

absolute figures, operating income fell to 0.7 percent in January-March 

1989, compared to 1.7 percent in January-March 1988, a decline of 60 

percent. 65/ These figures, in light of the hog cycle, portend a period in 

which tighter supplies will restrict the number of hogs for processing and 
' ' 

increase·. their cost, thereby inhibiting the packers' ability to lower 

marginal costs. This will result in very narrow margins, and frequently in 

operating losses. Q&./ The majority of the firms reporting experienced some 

loss over the three year period of investigation, and five out of twelve 

experienced losses in the first three months of 1989. 67/ 

Data compiled from questionnaires sent to p~rk packers shows that, .on 

their operations producing pork, cash flow ~ increased from a deficit of 

over $7 billion in 1986 to a positive cash flow of over $68 billion by 

1988. §!l/ This increase can partly be explained by the increase in supply 

of swine, from both U.S. and Canadian sources, thereby increasing packers' 

margins. ]JJ./ Neverthele.ss, data for interim 1988 and 1989 show a sharp 

decline in cash flow of over fifty percent, from $35.2 billion to$12.9 

billion. 71/ 

In evaluating whether these indicators depict an industry experiencing 

material injury, we are mindful of the cyclical nature of this 

64/ Report at A-31, Table 10. 
§i/ Report at A-31, Table 10. 
W Report at A-32, Table ll. 
67/ Report at A-32, Table 11. 
68/ Cash flow is defined as net income or loss plus depreciation and 
amortization. 
§!l/ Report at A-31, Table 10. 
]JJ./ See Report at A-41, Table 18; B-29, Table D-3. 
1Jj Report at A-31, Table 10. 
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industry, lJJ and its historically low profit margins. UI The overall 

picture of this industry over much of the period of investigation is of an 

industry operating at a reasonable level, given expected fluctuations in 

the ·hog cycle. It is also an ·industry whose most recent trends are· 

downward, particularly in terms .of profitability. Although these trends 

may in part be due to· the natural progression of the hog cycle, l!i/ we 

conclude they reflect an industry that is particularly vulnerable to the 

possible effects of increased imports of subsidized pork from Canada. lli 

Tbreat of Material Injury 

Section 612 of the Trade and Tariff Act of 1984 contains subparagraph 

771(7)(F) which directs the CoJJDDission to consider a number of economic 

factors in assessing threat of material injury. 1QI Such factors include: 
l 

(I) the nature of the subsidy and whether the subsidy is 
an export subsidy inconsistent with the GA'IT; 

72/ See footnote 43, infra. 
U/ See 19 U. S .C. § 1677 (7) (c) (iii) ("The Cormnission shall evaluate all 
relevant economic factors ••• within the context of the business cycle and 
condition of competition that are distinctive to the affected 
industry.")(emphasis added) 

·coJJDDissioner Rohr notes that the performance of this industry is 
substantially improved from what it was in 1985 during the Conunission's 
prior investigation. 
l.!iJ We note that the Canadian subsidies have the effect of distorting the 
natural progression of the hog cycle. See Other Demonstrable Adverse 
Trends, infra, at text accompanying notes 110-111. . . 
lli Conunissioner Rohr notes that in 1985 he concluded that while the pork 
industry was injured Canadian pork was not a cause of that injury. He 
notes that had he found the condition of the pork industry to be materially 
injured, he would still have concluded that Canadian pork imports were not 
a cause of that injury. While Canadian imports have increased their market 
share by 1-2 percentage points, the other factors have not substantially 
changed and he believes there is insufficient evidence to conclude that 
there is a causal connection between the imports and the present condition 
of the industry. 
~ 19 U.S.C. § 1677(7)(F). 
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(II) the abl:"lity and. lik~lihood of the foreign producers 
to -increase the level of exports to the United States due 
to.increased production capacity or unused capacity; 

(III) any rapid increase in penetration of the U.S. market 
by imports and the likelihood the penetration will increase 
to injurious levels; 

(IV) the probability that imports of the merchandise will 
enter the U.S. at prices that will have a depressing or 
suppressing' effect on domestic prices _of the merchandise; 

(V) any substantial increases in inventories of imported 
merchandise in the United States; 

(VI) underutilized capacity for producing the merchandise 
in the exporting country; 

(VII) any other demonstrable adverse trends that indicate 
the probability that importation of the merchandise will be 
the cause of actual injury; · 

(VIII) the pot~ntial f~r product shifting (i.e. the ability 
of exporters to shift production facilities from products 
subject to other investigations or subject to outstanding 

·antidumping or countervailing duty orders to the .product 
·subject to the instant investigation); Ill 

(IX) In an investigation involving both raw and processed 
agricultural products, the likelihood of increased imports 
by product shifting between raw and processed products; 
and.78/ · 

(X) Actual and potential negative effects on existing 
development efforts to make a more advanced or derivative 
version of the like product. 79/ 

The statutory languag'e further provides that any threat must be real and 

actual injury imminent and' admonishes that the Commission's determination 

must not be-made on the basis of mere conjec;:ture or supposition. 80/ As 

W 19 U.S;C. § 1677(7) (F). 
~ 19 ti.S.C. § 1677(7)(F) (i)(IX), as amended, 1988 Act§ 1326(b). 
W 19 U.S.C. § 1677(7) (F) (i) (X), as amended, 1988 Act § 1329; S. Rep. 71 
at 118. 
80/ 19 U.S.C. § 1677(7) (F) (I). See Citrosuco 704 F. Supp. 1094 (Commission 
must consider each of the threat factors but it is not always necessary for 
Commission to discuss each threat of injury factor} cit'.i.'ng Asociacion 

(continued ••• ) 
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the Court of International Trade has recognized, "since a threat of 

material injury analysis involves projection of future events, it is 

inherently,'less amenable to quantification' than the' material injury 

analysis." fill 

Nature of the Subsidies 

The first factor we consider is the nature of the subsidies found by 

Commerce. The Department of Commerce found eighteen federal and.provincial 

subsidy programs which offered benefits to the pork producers. W These 

subsidies generally are aimed at and have the effect of decreasing the cost 

of. producing hogs which decreases the cost of producing pork • .811 Pork 

production and exportation are thereby enhanced. ~ Inde,d, we note that 

USDA statistics show that.production of pork in Canada increased by 600 

million pounds from 2 •. 0 billion pounds in 1986 to 2. 6 billion pounds in 

1988, while apparent conswnption in Canada increased by only 110 million 

.aQ/( ••• continued) 
Colombiana de Exportadores de Flores v. United States, 704 F. Supp. 1068, 
1073 (CIT 1988). 
!ll/ Hannibal Industries, Inc. v. United States, 710 F. Supp. 332, 338 (CIT 
1989), citing Rhone Poulenc, S.A. v. United States, 592 F. Supp. 1318, 1329 
(CIT 1984). 
W 54 Fed. Reg. 30774 (July 24, 1989); Report at· Appendix B • 
.811 Three programs have the direct effect of supporting hog prices to 
encourage hog production. See. ~ The Agricultural Stabilization 
Act/National Tripartite Red Meat Stabilization Program (creates a floor , 
price for hogs) 54 Fed. Reg.· 30774, 30776 July 24, 1989; Quebec Farm Income 
Stabilization Insurance Program (guarantees income) 54 Fed. Reg. 30774, 
30781 July 24, 1989; Saskatchewan Hog Assured Return Program (creates a 
floor price for hogs) 54 Fed. Reg. 30774, 30782 July 24, 1989. Conunerce 
found one countervailable grant which specifically decreased pork 

·production. (Alberta Grant to Fletcher's Fine Foods) 54 Fed. Reg. 30774, 
30780 July 24, 1989. See generally 54 Fed. 'Reg. 30774, July- 24, 1989. 
B!!/ Commissioners Rohr and Newquist find especially unpersuasive 
respondents' argument that the subsidies do not create an incentive to 
p~oduce. Instead, they believe·that any tinie a farmer is guaranteed a 
return on h.is investment even if that guaranteed return does not cover his 
full cos.ts of production, he has incentive to produce more. See Tr. at 164-
166. 
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pounds, from 1.56 billion pounds to 1.68 billion pounds during the same 

period. ~ Total exports during that period increased by 225 million 

pounds in 1986 from 474 million.pounds in 1986 to 703 million pounds in 

1988; as a share of total Canadian production, exports increased from 24 

percent of production to 26 percent of production. ~ To the extent that 

the subsidies increase production in Canada, and because Canadian 

production is largely dep~ndent on export sales, particularly to the United 

States, the effect of such subsidies is to enhance the likelihood of 

increased subsidized imports to the U.S. market. ~ 

Likelihood of Increased Imports 

The likelihood of further imports of Canadian pork is increased not only 

by the nature of Canadian subsidies, but .also by underutilization of 

Canadian production capacity. A large pork packing plant in the Prairie 

provinces, owned by Fletcher's Fine Foods, was closed for part of 1988 and 

' into 1989 due to a work stoppage. This not only created underutilized 

capacity in Canada, but also contributed potentially to the decline in pork 

imports during 1988. 88/ We note that a plant closure due a strike 

represents idle capacity, co~tributing to underutilization of capacity. The 

return of Fletcher's plant to production due ·to the settlement of the 

strike in March 1989 will be likely to increase the quantity of pork 

B2.f Report at A-40, Table 17. 
~Report at A-40, Table 17. 
87/ While we consider the nature of the subsidies as required by the 
statute, we base our determination not on those subsidies but on subsidized 

. imports. Alberta Pork Producers Marketing Board v. United States, 669 F. 
Supp. 445, 465-6 (1987) • 
.a.al Report at A-39. Respondent testified at the hearing that.cooler 
capacity was up only 10 percent in 1988 as compared to 1985, but that 
figure does not take account of the idle packing capacity. Tr. at 129. 
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produced in Canada, • .82./ Canada already produces 50 percent more pork than 

it consumes, w and ships more than 50 percent of its exports to the 

United States • .21/ Therefore, an increase in production due to the return 

to pr-oduc'tion of underutilized capacity following settlement Of Fletcher's 

strike, will in all likelihood result in increased exports to the United 

States. 

In addition to the return· to slaughtering by.Fletcher's, the record 

shows that the Gainers plant in Alberta.has.been authorized to receive a 

grant to renovate that plant. 21,,/ This too will increase production in 

Canada which already substantially exceeds Canadian consumption. Thus 

increased exports to th~ United States are likely. 
l 

Increase of J1arket Penetration Ratios 

We note that although market penetration ratios have shown modest 

declines in the most :te.~ent period of time, we believe the likelihood of 

further penetration pose·s a threat to the industry. Three specific factors 

lead us to believe that there is a threat of an increase in market 

penetration ratios to an injurious level. 

First, we note that Canadian exports as a percentage of Canadian 

production have increased over the period of investigation. 93/ Because 

. the United States is the largest foreign consumer of Canada's pork exports, 

it is likely that exports to the U.S. will increase as the export market 

increases in importance to Canadian producers. 

~ Available data do not permit a specific quantification of the effects 
of strikes at pork packing plants in Canada. 
'lJ)_/ Report at A-40, Table 17 • 
.2.11 In 1987 and 1986, however, Canada shipped over 90 percent of its 
exports to the United States. Report at A-40, Table 17. 
22J Report at A-39; Tr. at 183-184. 
2:J.j Report at A-40, Table 17. 
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Second, there was an increase of Canadian exports to the Japanese market 

during the spring and swmne! of 1988, because pork from Taiwan, Japan's 

normal source of supply,_ was experiencing problems with drug residue. 2!!/" 

Taiwan now appears to have solved this problem and USDA figures show that 

Japan has resumed importation of pork from Taiwan. ill Although Canadian 

exports to Japan may continue, they are not likely to be as high as they 

might have bee~ had Japan n~t recommenced importation from Taiwan. It is 

therefore likely that imports not sent to Japan will be diverted to the 

United States. 
, 

Last, the return to production of Fletcher's plant likely.will increase 

Canadian production, which, because exports as a share of production are 

rising, 29.f will lead ·to an increase in exports to the United States. 

These three factors suggest a rise in pork imports from Canada is likely. 

Because u.s. consumption of pork has decreased slightly over the past ten 

years, 221 an increase in supply, due to increased imports, cannot be 

easily absorbed by the market. -Instead, such· imports will displace 

domestic products, increasing Canada's share of the market. 

Price DepressJon or Suppression 

We note first that the pork market in the United States and Canada is 

highly competitive 98/ and that pork prices in the United States and Canada 

are closely correlated. 99/ The record, 'in fact, shows examples of both 

94/ Report at A-39. 
ill Report at A-39. 

-... 

96/ Report at A-40, Table 17. 
97/ R,eport at·A-8, Table 1. 
98/ Economics Memorandum EC~M-315.at 4; 
(Statement of James E. Dailey, National 
Council). 
W Report at A-45. 

Subcommittee Hearing at 62 
Director, South Dakota Pork Packers 
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under- and overselling by Canadian pork in the U.S. market. lQQ/ .we note, 

however, that of the 28 comparisons made, there were 17 periods in which 

Canadian pork undersold domestic pork and 11 periods in which Canadian pork 

oversold domestic pork • .lQl/ Pork is a relatively fungible product and the 

market in the United States and Canada is highly competitive. lQi/ In a 

commodity type market for a fungible product such as pork, price is often 

the determining factor in a successful sale. l2.l/ Because the pork· market 

is a price sensitive market, the likely increase in imports will have a 

price suppressing effect. lQ!/ This is particularly significant in light 

of the .vulnerability of the industry. 

Inventories 

Fresh pork is a high~y perishable item which is generally not held in 

storage for long periods of time. Therefore, inventories are typically 

low • .lQ2/ We find it noteworthy that although U.S. inventories of Canadian 

pork have declined in general, lQ.Q/ cold storage stocks of frozen bellies 

lQ.Q/ Report at A-60, Table 22. ~Negev Phosphates, Ltd. v. U.S. 
Department of Commerce, 699 F.Supp. 938, 948-949 (1988)(Although price 
trends were mixed the Commission's conclusions on underselling are 
sµpported by substantial evidence.) 
lQl/ Report at A-60 • 
.l.Q2/ Economics Memoranda, EC~M-314 at 3; EC-M-315 at 4. 
l2.l/ Gifford-Hill Cement Co. v. United States, 615 F. Supp. 577, 580 (CIT 
1985). 
lQ!/ We note, as indicated in the Trade Agreements Act of 1979 that 

For one industry, an apparently small volume of imports may 
have a significant impact on the market; for another, the 
same volume might not be significant. 

H.R. Rep. 317, 96th Cong., 1st Sess. 46 (1979) cited in USX v. United 
States, 655 F.Supp 487,490 (1987). 

Commissioners Eckes and Rohr do not share the staff's economic 
assumptions and conclusions contained in footnote 3, page .A-47 of the Report. 
lQi/ Report at A-26, A-39. 
1Q.Q./ Report at A-39. 
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are the highest they have been in 25 years. 107/ Nonetheless, because the 

nature of the industry does not lend itself to large inventories, we note 

that the existence or lack of inventories is not a major factor in our . 

finding of threat. 

Other Demonstrable Adverse Trends 

In 1985, we decided that for imports of por)cc to increase "new· channels 

of transportation, distribution, and sales would have to be put into 

place." 108/ Four years later, this is one aspect of the pork market that 

has changed. Importation data indicate that the Canadians have developed 

the means of transporting, distributing and selling their pork products in 

the United· States. 1Q.2./ Moreover, Canadian firms have purchased packing 

facilities in the United States -~Goerhings in Lodi, California (now 

Victor's Fine Foods) and Western Iowa Pork Co. in Harlan Iowa-- gaining 

access to those distribution networks. Therefore, the absence of a channel 

of distribution, which_partially accounted for the Cormnission's negative 

determination in 1985, is no longer a constraint on Canadian production and 

exportation of pork. 

Another adverse trend is the countercyclical nature of the hog cycle of 

swine production to pork imports from Canada • .!lQ/ At least three of the 

lJJl/ Tr. at 56; see also, Subconunittee Hearing at 52 (Statement of Eugene 
Leman, Executive Vice-President, Iowa Beef Producers). 
~ Live Swine at· 18. 
lQi/ ~ Liye Swine at A-38. 
11.Q./ Commissioners Eckes and Rohr first note that although they have 
excluded hog growers from the definition of the domestic industry, the hog 
cycle is nevertheless an important factor in the analysis of the threat of 
material injury to the pork industry. The legislative history to the 1979 
Act indicates that Congress recognized the "special nature of agriculture." 
S. Rep. 249, 96th Cong. 1st. Sess. 88 (1979). See footnote 43 supra. The 
hog cycle is critical to the study of the pork industry because pork, like 
many agricultural processed products, is a supply sensitive product. In 

(continued ••• ) 
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programs which Conunerce found countervailable are directly targeted at 

increasing payments to swine growers when economic returns decline due to 

market forces, i.e., at the bottom of the hog cycle, thereby leveling the 

hog cycle by eliminating the deep troughs. 1ll./ Hence, because the 

Canadian and the U.S. hog cycles run on generally parallel schedules, 

Canadian production, and hence exportation, is being encouraged just at 

that point of the hog cycle when the U.S. industry is the most vulnerable. 

Because the hog cycle is currently still at a peak, perhaps just beginning 

its downward trend, we find that although there is no present injury, the 

' threat of.injury is real and imminent. As.domestic prices begin to fall 

and domestic growers reduce their production, domestic producers will face 

supply contraction and higher hog costs, resulting in lower margins. At 

the same time, due to subsidies, Canadian producers can affora to maintain 

artificially high levels of production. Thus, in a countercyclical manner, 

Canadian hog prices are depressed, which in turn depresses imported pork 

prices, further squeezing domestic packers' margins. 

Potential for Product Shifting 

The question of the threat of product shifting was one especially noted 

by Commissioner Eckes in his dissenting views in Live Swine. In that 

earlier determination, Commissioner Eckes pointed out that "[i]mposition of 

a countervailing duty on imports of subsidized Canadian swine ... will give 

llQ/( ... continued) 
examining the hog cycle in this manner, we do not suggest that growers and 
packers constitute a single industry, but that we must consider an 
industry's source of supply, which in this case is governed by the hog cycle. 
111/ Namely, The Agricultural Stabilization Act/National Tripartite Red 
Meat Stabilization Program (creates a floor price for hogs); Quebec Farm 
Income Stabilization Insurance Program (guarantees income); Saskatchewan 
Hog Assured Return Program (creates a floor price for hogs). See 54 Fed. 
Reg. 30774, July 24, 1989. 
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Canadian growers an extraordinary economic incentive to slaughter 

increasing quantities of swine in Canada and then ship the resulting pork 

products to U.S. processors." 112/ 

Investigations of Raw and Processed Agricultural Goods 

This factor is not relevant to this case because the raw and the 

processed product are not the subject of the same investigation. 

Negative Effects on Existing Devel2pment'Efforts 

Packers are concentrating on adding further market value to the pork in 

an effort to increase income. To date, we do not believe this trend has 

been substantially influenced by imports from Canada. 

Dwuping in Other Markets 

This last factor is not applicable. 

Material Injury "But For" Suspension of Liquidation 

Section 705(b)(4)(B) states that: 

If the final determination of the Commission is that there 
is no material injury but that there is threat of material 
injury," then its determination shall also include a finding 
as to whether material injury by reason of imports of the 
merchandise with respect to which the administering 
authority has made an affirmative determination under 
subsection (a) of this sect.ion would have been found but 
for any suspension of liquidation of entries of. that 
merchandise. 113/ 

The narrow question posed by the statute is whether the condition of the 

industry would have deteriorated to the point of material injury had not 

the level and/or price of imports been affected by suspension of 

liquidation. The available data indicate that while the threat of material 

112/ Live Swine at 31. (Dissenting Views of Commissioner Eckes). 
11.l/ 19 U.S.C. 167ld(b){4)(B). 
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injury is innninent, there. is neither present injury nor would t;here have 

been had liquidation not been suspended. 

·Conclusion 

Based on the a~lysis of the above-discussed factors, we find that an 

industry in the United States is .. threatened with material injury by reason 

of imports of fresh, chilled, or frozen pork from Canada which Conunerce has 

found.to benefit from countervailable subsidies • .llli/ 

ill/ We note that Article 1.902 of the U.S. -Canada Free-Trade Agreement 
("FTA") allows each country to retain the right to apply its antidumping 
and countervailing laws to goods imported from the territory of the other 
party, including "relevant statutes, legislative history, regulations, 
administrative practice, and judicial precedents." H.R. Doc;:. No. 216, lOOth 
Cong., 2d Sess. 208 (1988) reprinted in 27 ILM 281 (1988); In addition, 
section 102 of the implementing act states that the laws of the United 
States are to prevail in a conflict with the FTA. H.R. Doc 216, lOOth 
Cong., 2d Sess. 43, 47 (1988). · An FTA panel reviewing Cormnission 
determination will apply the same standard of review as would the 
Conunission's reviewing courts .• FTA Article 1904, H.R. Doc. No. 216 at 514; 
FTA, Statement of Administrative Action, H.R. Doc 216 at 258. 
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ADDITIONAL VIEWS OF COMMISSIONER DON E. NEWQUIST 

For the reasons set forth in the Commission majority's 

opinion, I determine that domestic packing firms that process 

live swine into fresh, chilled or frozen pork are threatened with 

material injury by reason of subsidized pork imports from Canada. 

I also determine, however, that domestic swine producers should 

be included in the domestic industry which faces a threat of 

material injury from the subject imports. 

As discussed in the majority opinion, in investigations 

involving imports of agricultural products processed from a raw 

agricultural product, Section 771(4) (E) of the statute, as 

' amended by Section 1326 of the Omnibus Trade and Competitiveness 

Act of 1988, 1/ authorizes the Commission to include producers or 

growers of the raw agricultural product within the domestic 

industry producing the processed "like product." The Commission, 

in its discretion, may do so if: (1) there is a single continuous 

line of production from the raw agricultural product to the 

processed product, and (2) there is a substantial coincidence of 

economic interest between the producers or growers and the . 

processors. 21 

11 Pub. L. No. 100-48, 102 Stat. 1107 (1988). 

21 19 U.S.C. § 1677(4) (E)-. In determinations rendered prior to 
enactment of the 1988 Act, the Commission sought. to determine 
whether there was a "commonality" or "integration" of economic 
interests between growers and processors. See, ~· Frozen 
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In this case, there is no dispute among the parties that 

there exists a single continuous line of production. Live swine, 

the raw agricultural product, are used solely for the production 

of fresh, chilled or frozen pork, which products are produced 

entirely from live swine. The more difficult question concerns 

whether swine growers and pork packers share a substantial 

coincidence of economic interest. 

To answer this question, the 1988 Act directs the Commission 
, 

to consider "relevant economic factors, which may, in the 

discretion of the Commission, include price, added market value, 

or other economic interrelationships[.]" J../ If price is taken 

into account, the Commission is to consider the degree of 

correlation between the price of the raw agricultural commodity 

and that of the processed product. If added market value is 

taken into account, the Commission is to consider whether the 

value of the raw agricultural product constitutes a "significant 

percentage" of the value of the processed agricultural 

product. 4/ Further, Congress has emphasized that the Commission 

Concentrated Orange Juice from Brazil, Inv. No. 731-TA-326 
(Final), USITC Pub. No. 1970 (April 1987) at 11-12; Live Swine 
and Pork from Canada, Inv. No. 701-TA-224 (Final), USITC Pub. No. 
1733 (July 1985) at 6. Although the statute now directs us to 
consider whether there exists a "substantial coincidence" of 
economic interest, it does not appear that this revision is 
intended to create a more stringent standard. See H.R. Rep. 40, 
Part I, 100th Cong., 1st Sess. (1988) at 122; S. Rep. 71, 100th 
Cong., 1st Sess. (1988) at 110. 

J../ 19 U . S . C . § 16 7 7 ( 4 ) ( E) ( i ) ( I I ) . 

~/ 19 U.S.C. § 1677 (4) (E) (iii). 
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is to focus on relevant economic relationships, not necessarily 

legal relationships, pointing out that high price correlation may 

result from market factors as well. as contractual 

relationships.5./ 

According to petitioner, from 1984 to 1988 the correlation 

between hog and pork prices was between 90.5 and 98.8 percent. ~/ 

Data from the USDA Economic Research Service show that from 

January 1975 through May 1989, fluctuations in the price of live 

swine "generally coincided with similar fluctuations in the 

wholesale price of unprocessed park and the price of processed 

and retail cuts of pork." 2/ Commission staff further calculates 

that the degree of monthly price correlation between live swine 

prices and a weighted average price of three unprocessed 

wholesale pork cuts (bellies, hams and loins) equals 95 percent. Bl 

I conclude that such price correlation is high. 

With regard to the value added to live swine by producers of 

wholesale pork, data from the American Meat Institute show that 

the cost of live swine equals approximately 89 percent of the 

total cost of goods sold by packers and packer/processors whose 

5./ ~ H.R. Rep. 4.0. Part I, 100th Cong., 1st Sess. at 122 
(1987); s. Rep. 100-71, 100th Cong., 1st Sess. at 110-111 (1987). 

Q/ Petition at 24-27. 

21 ·Report at A-45-A-46. 

8/ Investigations Memorandum INV-M-090 at 1. The correlation 
between swine prices and "carcass cut out value" -- that is, a 
measure of the cost of the pork cuts from the swine carcass -- is 
98 percent. Id. 
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fresh meat sales constituted more than 67 percent of total sales. i/ 

Data obtained from ·responses to Commission producer 

questionnaires also show that from 1986 to 1988, hogs accounted 

for an average of 89.6 percent of the cost of goods sold, which 

in turn accounted for roughly 96 percent of the value of net 

sales . .l.Q./ Thus, the value of swine constitutes a significant 

percentage of the value of wholesale pork. 11/ In my view, the 

limited value added by packers constitutes evidence of 

coincidence of economic interests. 12/ 

Respondents contend that hog-producers and pork packers do 

not have substantially coincident economic interests, primarily 

for two reasons. First, they point out that the profitability of 

growers and packers may differ due to different cost structures. 

Thus, the one sector's profitability may be adversely affected by 

increases in certain costs (feed prices, labor costs, government 

regulation: etc.) that may have little or no impact on the other 

ii Report, Table 13. Petitioner calculates that hogs represent 
"at least 84.8 percent" of the value of fresh pork produced over 
the period 1986-1988. Petitioners' Prehearing Brief at 15. 

1Jl/ Report at A-30-A-31. 

11/ This reinforces the claim by petitioners and the conclusion 
by the Department of Commerce that packers essentially perform a 
finishing operation that does not substantially alter the 
commercial character of live swine. s.e.e. Petitioners' Prehearing 
Brief at 15-16, 21, 43; Commerce Final CVD Determination at 9-10 
(Claimed 20 percent value added by Canadian packers/processors 
found not to alter the essential character of live swine and 
determined to be limited.) 

12/ s.eg s. Rep. No. 100-71, lOOth Cong., 1st Sess. 111 (1987). 
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sector. 1..3./ I am not persuaded, however, that this demonstrates 

the absence of substantially coincident·economic ,interests ... 

Growers and processors are likely to have different cost factors 

in any agricultural industry, even those where growers and 

processor~ are vertically integrated. 

Respondents also ar911e that, due to the hog cycle, . packers~. 

profits are greatest when growers are least profitable, and vice 

versa. As in other agric-µltural industries where there are normal 

cycles in the production of the raw agricultural input, the 

performances of hog growers and packers do appear to follow 

different trends at certain points in the· cycle. Du~ing the 

expansion phase of the hog cycle, for example, when hog supplies 

are low, hog prices may increase rapidly while wholesaie pork 

prices increase more slowly, thereby squeez;ing the packers.' 

profit.margins. At the peak of the hog cycle, when.hogs are.in 

oversupply, hog prices may decline so rapidly that growers are 

unable to cover their costs .of production_. 14/ As this occurs, 

packers' profit margins may actually increase, because wholesale 

pork prices may decline more slowly than hog pri~es and herd 

liquidation enables packers to run mo~e animals t~rough their 

.l.J./ s.eg Tr. at 134. 

14/ There are no other markets: wherein growers may sell thei~ 
product profitably and, as prices decline, it also,is. 
unprofitable to withhold hogs.from the.market. As a result, 
growers are forced to liquidate their herds, which depresses 
prices even further .. ~ Report, Appendix D. 



32 

packing plants, thereby reducing their unit costs . .1.5./ 

Thereafter, however, as further contraction· reduces the supply of 

animals to levels that are inadequate to meet demand, packers' 

earnings and profit margins may decline, because packers are 

running fewer animals through their plants over which to spread 

their fixed costs and because they bid up the price of hogs. 

Thus: 

When producer prices are lowest with productio~ up, 
packer margin~ and profits are greatest .. When producer 
prices are ·qighest, packers margins and profits are 
smallest . .16/ 

In my view, the fact that packers and growers may be most 

profitable at difterent points in the hog cycle does not 

necessarily establish the absence of a substantial coincidence of 

economic interests. The demand for hogs is dependent on the 

demand for whole~aie pork. The two indicators of coincident 

economic interests specifically cited by Congress in the statute 

-- high price correlation and low value added -- are present in 

this industry. In addition, both growers and packers (assuming 

they can maintaiq their profit margins) prefer higher prices, 

which serve to gqqrantee plentiful sources of supply . 

.1.5./ For a discussion of studies indicating that price changes at 
the wholesale pork level lag behind price changes at the farm 
level, see Boyd & Brorsen, "Dynamic Relationship of Weekly Prices 
in the Un.ited States Beef and Pork Marketing Channels," Canadian 
Journal of Agricultural Economics (Nov. 1985). 

1.2/ Petitioners' Posthearing Brief, Attachment A at 4. 
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'.'. Also relevant to this is~ue" I ;believe, is the question of 

whether, over the longer term, there e~ists a substantial 

coincidence of economic int~rest vis-::a-vi.~: the .. subject imports. 

Sales of:subsidized pork imports may displace sales by domestic 

packers of pork processed from domestic hogs. Also, given the 

relatively inelastic demand for wholesale pork, .an increase in . • , . • .·.;.# 

subsidized Canadian pork exports to the United States can have.a 

signif~cant, adverse impact on domestic hog and pork_prices. 17/ 

In the -short term, packe~s ,may be better able' 'than growers to 

reduce the adverse impact of lower prices on their profit 

margins. Nevertheless, lower prices will: ultimately lead to a 

contraction in domestic supply, at which point packers also may 
.. 

suffer reduced operating margins. l.a/ Thus, both growers and 

17/ See. e.g., Petitioners' Prehearing Brief, Attachment 1 at 2. 
Even a relatively small increase in domestic hog production, or 
in the sale of pork imports that displace the.sale of pork 
slaughtered from domestic hogs, may cause the supply of animals 
available for slaughter to be too large to clear the market at 
the prevailing price, resulting in price declines. See "Review 
the Inspection and Increased Importation of Canadian Market Swine 
and Pork Products~" .Hearing before the Subcommittee on Livestock, 
Dairy, and Poultry of the House Committee on Agriculture, May 19, 
1989, Report·No. 89-896 at. 79. Increased imports also may force 
an even deeper contraction (trough) in the hog cycle, by 
requiring domestic hog producers to reduce their production even 
fur:ther before domestic prices can begin to rise again .. Canadian 
production· and exports therefore threaten to exacerbate the costs 
of the hog cycle to u. S . producers. ·~. Petitioners' Prehearing 
Brief ·at 2, 6. · 

l.a/ At the point where the contraction in hog supplies leads to 
shortages, packers will bid up the price of hogs. To the extent 
price competition from the subject imports prevents packers from 
passing on such·price increases,.packers' profit margins will 
decline. · 
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packers are susceptible to injury by reason of an increase in 

subsidized-Canadian ~rk imports. 

Moreover, the statutory scheme granting the Commission 

discretion to include growers within a domestic industry 

producing a downstream agricultural product explicity recognizes 

that, at any given P9int in a production cycle or in response to 

an increase in the subject imports, one sector of the industry 

may be doing better than the other. ~/ Where this occurs, I do 

not believe we should define the domestic industr}r in such a 

manner as to 

focus our assessment of the impact of the allegedly 
subsidized imports on that segment of the . . . 
production process most able to minimize the impact of 
the imports, thereby d~sregarding the impact of such 

li/ As noted in the legislative history to·the Trade Agreements 
Act of 1979: 

Because of the special nature of agriculture, including 
the cyclical nature of much agricultural production, 
speci'al problems exist in determining whether an 
agric~ltural industry is materially injured. For 
example, in the livestock sector, certain factors 
relating to the state of a particular industry within 
that sector may appear to indicate a f avorafile 
situation, when in fact the opposite is true. Thus, 
gross sales and employment in the industry' producing 
beet co~ld be increasing at a time when economic loss 
is occurring, i.e., cattle herds are being liquidated 
because prices make the maintenance of the herd 
unprofitable. 

S. Rep. 249, 96th Cong., 1st Sess. at 88. See also, s. Rep. No. 
100-71, at 111 {"[I]njury to the growers or producers of the raw 
agricultural product is relevant in determining injury to the 
domestic industry.") 
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imports on the growers, that segment least able to 
adjust [.] n .2D/ 

With regard to whether hog growers are threatened with 

material injury by reason of the subject imports, the evidence 

indicates that U.S. swine production is in, or is about to enter, 

a modest contraction phase. 21/ In 17 of the past 19 months, U.S. 

feeders have suffered negative net operating margins. Farrow-to-

finish growers also have suffered negative operating margins in 

every month since September 1988. 22/ Under these present 

conditions, I believe that domestic hog producers are 

particularly vulnerable to the adverse volume and price effects 

of increased pork imports from Canada. Therefore, I conclude .that 

the domestic industry --consisting of both packers and growers 

faces a real and imminent threat of material injury from the 

subject imports from Canada. 2.l/ 

- -2:21 ~:haui:b 'Meat trom ·New Zearana·, -Tnv-: -No. ·ra-1-T.A-80 (P), USITC 
Pub. No. 1191 (1981) at 8. See also, S. Rep. 249, 96th Cong., 1st 
Sess. at 90-91. In National Pork Producers Council, the Court of 
International Trade upheld the Conunission's finding of two 
separate industries in Live Swine and Pork from Canada, Inv. No. 
701-TA-224 (Final), USITC Pub. No. 1733 (1985). However, I do not 
read the Court's decision to preclude a contrary determination, 
based on substantial evidence, in this case. Roses. Incorporated 
v. United States, ~- CIT ~- (No. 84-10-013711) Slip Op. at 4 
(August 18, 1989). 

21/ Report, Appendix D. 

22/ In April 1989, U.S. feeders' net margin was -$11.79, and 
farrow-to-finish growers' net margin was -$11.11, per 
hundredweight . .I_g. 

23/ Even if I had defined the domestic industry to include only 
packers, substantial evidence in this investigation indicates 
that packers are threatened with material injury. 
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DISSENTING VIEWS OF CHAIRMAN BRUNSDALE AND VICE CHAIRMAN CASS 

Fresh, Chilled, or Frozen Pork from Canada 
Investigation No •. 701-TA-~98 (Final) 

We dissent from the Comn;iission's affirmative determiqation in this 

final investigation because we do not agree that the record before us 

presents sufficient evidence that an industry in the United States is 

materially injured or threatened w~th material injury by reason of subsidized 

imports of fresh, chill~d or frozen pork from Canada. In these Dissenting 

Views we explain our delineation of _the appropriate like product and domestic 
' . . . . ' : ' 

industry, and our analysis of the current and future impact of subsidized 

pork imports on that industry. 

I. LIKE PRODUCT AND DOMESTIC INDUSTRY 

_A. Like Product1 

In this. case-both Petitioners and Respondents agree that the domestic 

products most "like" the imports subject to investigation are fresh, chilled, 

Under Title VII of the Tariff Act of 1930, as amended, the Conunission must 
~ssess the effects of subsidized imports on the industry in the United States 
comprised of "the domestic producers as a whole of a like product or those 
produce.rs- whose collective output of the like. product constitut~s a major 
proportion of th.e total· domestic production of that product."· 19 U.S.C. § 
1677(4). Title VII further defines "like pr.oduct" .as "a product which is 
like, or in the absence of like, mo.st similar in characteristics· and uses 
with, the [imports] subject to an investigation." 19 u.s.c.· § 1677(10). 
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and frozen pork. 2 Swine.· the raw agricultural product from which pork is 

produced, and pork that has been processed beyond the slaughter and cut 

stage, such as ham, bacon and sausage, were not. investigated by the Commerce 

Department3 and the parties have not argued that either of these should be 

included in the like product in this final investigation. We therefore find, 

as we did in the preliminary ·determ.ination, that the like product is 

domestically produced· fresh~ chilled, and frozen pork. 4 

B. Domestic Industry 

Here, as in the preliminary investigation and prior proceedings~ 5 the 

dispute between the parties centers on whether live swine growers should be 

included 1n the ·domestic industry along with packers that slaugh~er, cut, and 

pack pork for further processing or retail sale. Although Title VII of the 

Tariff Act of 1930, 6 cle~rly requires attention to this issue, in the 

ordinary case the statute does not appear to contemplate that technical 

2 Petitioners' Prehearing Brief at 9-10; Prehearing Brief of the Canadian Meat 
Council and its members and Canada Packers Inc. at .48 ("CMC" Prehearing 
Brief"); Prehearing Brief of the Canadian Pork Council and its Members and 
Moose Jaw Packers Ltd. at 2 ("CPC Prehearing Brief"). 

3-See Final Affirmative Countervailing Duty Determination: Fresh, Chilled, 
and Frozen Pork from Canada, 54 Fed. Reg. 30774 (JulY. 1989) 

4 See Fresh, Chilled or Frozen Pork from Canada, Inv. No. 701-TA-298 
(Preliminary), USITC Pub. 2158 (February 1989), Dissenting Views of Acting 
Chairman Anne E. Brunsdale at 40; Dissenting Views of Commissioner Ronald A. 
Cass at 55-56. 

5 See Live Swine and Pork from Canada, Inv. No. 701-TA-224 (Preliiliinary), 
USITC Pub. 1625 (Dec. 1984); Live Swine and Pork from Canada, Inv. No. 701-TA-
224 (Final), USITC Pub. 1733 (July 1985) (hereafter "Live Swine"), aff'd sub 
Il.Qlil..._; National Pork Producers Council v. United States. 661 F. ·supp 633 (Ct. 
Int'l Trade 1987). 

6 The countervailing duty provisions of the Act are codified at 19 U.S.C. § 
1671. 
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judgments op issu~s such as industry._ defini~ion will di~.tate the disposition 

of .our invest~gations. If the_ injury caused by the dumped. or subsidized 
-·.· : . 

imp9rts .~s analyzed ~ritically ~ apart from me.re descripti~n of aggregate. 

trends or overall C<?nditions in a given .: ,dustry, there is much les.s 

likeli11.ood that ind~stry definition will determine the outcome. Nonethe.less,. 

before vo:ting on investigations ,S)lCh as this .where i~d~stry defin~tion is 

seriously at issue,,we take the precaution of assessing the facts to 
. .. ' . . - .: ' . ; . '~ . ; . . " 

determine the outcome appropriate under either arguably proper definiti9n. 
·-:,, 

Though we will not detail both analyses in our discussion of mate.rial, injury, 

we note tha,t. we reach the same conclusion regarding the. impact. of impot:ts 

whether w~ ~r:icl~de onlr p_ackei;s in th,: dom~_stic indu.s,fry. or whether we 

include both growers and packers. 

Both the parties and Congress have devoted considerable thought to the 

proper definition of the domestic industry in. this case. , . In recognition of. 

this, we beli.eve it important tq give ... a. full·. exposition of our reasons tor 
.. :.. 

determining.that,live swine growers.and pork packers. do.not constitute a 
M :..-·.: 

single industry, despite our conclusion that the outcome of the case is not 
. "} - ·' 

affected by the industry definition. 

Petitioners argue that the Commission should include growers in the 

domestic industry7 in light of Section 1326 (~) of the Omni~~s Tr a.de and 

Competitiveness Ac.t of 1988 (OTCA) .. 8 · Section 1326 (a)' :provides that the 

domestic industry-producing a "processed agricultural product ... may include 

7 Petitioners' Prehearing Brief at 9-10. 

8 Pub. L. No. 100-418, § 1326(a), 102 Stat. 1107, 1203-04, codified at 19 
U.S.C. § 1677{4){E). 
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' '....i 

both the growers.of the raw agricultural product and the packers or 

processors of the finished product if the processed product is produced from 

'!;he raw product· "through ~ single continuous line of pr.eduction" and growers 

share a "substantial coincidence of economic inter~st" with pro~essors. 9 

Ac~ording to Petitioners, OTCA reverses the Conunission's decision in~ 

~wine,' ·as affirmed in National Pork-, 10 that growe~s and packers do ·not share 

th«;! "requisite economic l.nterests" to be treated as a single industry 

pr9ducing the like product, and therefore requires us in this investigation 

~o include both 'in the dbmestic industry. 11 

In 4~fining the domestic industry in this investigation, we therefore 
; . -~ v ..... 

undertake a twofold analysis. First we examine whether, as Petitioners 

9 nie;rei.evant portion of the statute provides: 

•·• re 

[I)n·an ·investigation involving a processed agricultural product 
produc~d from any raw agricultural ,product, the producers or 
growers o·f the raw agricultural product· may be considered part of 
the industry producing the processed product if--

(I) the processed agricultural product is produced from the raw 
agricultural product through a single continuous line of 
production; and · 

• •• .' .I 

(II)there is a substantial coincidence of economic 
.. ... interes't. between the producers or gro~ers of t.he raw 

. ..agricultural product and the processors of the 
·. · proce.ssed agricultural product based upon refevant 

economic factors, which may, in the discretion of the 
;_· · Conuni'ssion, include price, added market ·value, or 

other economic interrelationships (regardless of 
whether such coim;idence of economic interest is based 
u~on any legal relationship). 

19 U.S.C. § 1677(4)(E)(i). 

10 661 F. Supp. 663. 

11 Petitioners' Prehearing Brief at 18-42. 
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argue, OTCA imposes a new standard on the Commission different from its 

traditional approach to the definition of agricultural industries, or 

whether, as Respondents believe, OTCA merely codifies.this appro~ch. 12 

Second, having formulated our reading of the statutory test, we apply the 

test to the evidence before us rega~ding the manner in which hog-growers and 

pork packers function in today's market to determine whether they should be 

included in the same domestic industry. 

1. Interpretation of ·oTCA 

Turning to the question of the proper interpretation of OTCA, we 

discuss below the development of the Commission's two-part test for including 

growers and packers in the same domestic industry and the legislative 'history 

of Section 1326 in light of the parties' arguments on the Commission's 

interpretation of that provision. 13 

Prompted by congressional expressions of concern in the 1979 Trade 

Agreements Act regarding the "special problems" of accurately determining 

whether agricultural industries are materially injured by imports, 14 the 

Commission developed an alternative to the analysis used in cases involving 

12 CMC Prehearing Brief at 48-49, 52-53; CPC Prehearing Brief at 3-4. 

13 The Dissenting Views of Vice Chairman Cass to the prel.iminary determination 
contain a lengthy discussion of the pre-OTCA development of the Commission's 
two-part test for defining agricultural industries. 

1~ In its report on the Trade Agreements Act of 1979~ the Senate Finance 
Committee noted that the "special nature" of agriculture creates "special 
problems" for determining whether an "agricultural industry" is materially 
injured. The Committee then explained that, for example, when livestock are 
unfairly traded, packers may be doing well while growers are liquidating stock 
because prices make maintenance of the herds unprofitable. 
S. Rep. No. 249, 96th Cong., 1st Sess. 88 (1979). Though these statements 
concern the material injury determination, the Commission referenced them when 
deciding like product and domestic industry questions. 
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component suppliers and end-product manufacturers. In agricultural cases the 

CoJIDnission began considering on a case-by-case basis whether to include both 

growers and packers in the domestic industry. 15 In order for both producers 

and processors of the raw agricultural product to be included in a single 

domestic industry, the Conunission had to find (1) a single, continuous line 

of production from the raw agricultural product to the pr~cessed product: and 

(2) a sufficient coincidence of economic interest between the packers and 

growers such that the two were adversely affected by the offending imports in 

a like manner. Unless both parts of this test were satisfied, the Conunission 

included producers an4 processors in separate domestic industries. 16 

The Conunission applied this test in Live Swine and found that growers 

and packers were two ~eparate industries with respect to hog and pork 

production. 17 Though the Conunission found that pork was produced through a 

"single, continuous line of production" from growers to packers, it 

determined that growers and packers did not share the "requisite integration 

15 See, ~. Certain Table Wine from France and Italy, Inv. Nos. 701-TA-210-
211 and 731-TA-167-168 (Preliminary), USITC Pub. 1502 at 4-10 (March 
1984)("Table Wine"); see also Live Swine; Certain Red Raspberries from Canada, 
Inv. No. 7331-TA-196 (Final), USITC Pub. 1707 (June 198S)("Raspberries"): 
Frozen Concentrated Orange Juice from Brazil, Inv. No. 701-TA-184 (Final), 
USITC Pub. 1406 (Julyl983)("0range Juice"): Lamb Meat from New Zealand, Inv. 
No. 701-TA-80 (Preliminary), USITC Pub. 1191 (Nov. 1981) ("Lamb Meat"): Fish, 
Fresh, Chilled or Frozen from Canada, Inv. No. 701-TA-40 (Final), USITC Pub. 
1066 (May 1980)("Fish from Canada"). 

16 See ~. Table Wine, Raspberries, Orange Juice, Lamb Meat, and Fish from 
Canada. 

17 Live Swine involved subsidized imports of both live hogs and fresh, 
chilled, and frozen pork. The Conunission found that while hog gr~wers were 
materially injured by imports of live swine, packers were not injured by 
imports of pork products. Live Swine at 3. 
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of economic interest."18 The Commission therefore included only·packers in 

. the ·domestic 1ndustry producing pork. 19 

Petitioners in that investigation, the' National Pork Producers Council· 

(the NPPC. who are also Petitioners here)•. appealed the Commission Is 

definition of the like product and domestic industry producing pork to the. 

Court·· of International Trade. 20 The court specifically ruled that· substantial 

evidence on the record supported the Commission's finding that insufficient' 

integration of . economic interests between .t}ie growers and· packers justified· 

inc1uding only the packers in the pork producing industry. 21. 

Immediately after the Commission's· decision in Live Swine, Senator 

Grassley introduced legislation that: would have required the Commission to 

inc'lude both growers and pa'ckers. in the domestic industry in::·cases ·in which 

the Conunission found that the processed agricultural product like the subject 

import was produced from the raw product in a single· continuous line of 

production. 22 - In his comments introducing this legislation Senator Gtassley 

explained his understanding that the Commission's tra'ditional ·test for 

determining whether to include growers in the domestic industry.required a 

single line of production or 'other ·evidence of economic interdependence. 23 • 

18 Live Swine at 6-7. 

19 Id. at 7. 

20 See National Pork Producers Council v. United States, 661 F.Supp. 633 '(Ct~ 
Int'l Trade 1987). 

21 661 F. Supp. at 638. 

22 S. 1629, 99th Cong., 1st Sess., 131 Cong. Rec. 23338 (1985). 

23 Id. 
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After hearings were ~eld on the proposed legislation, at which 

witnesses from the Commission and the Office of the United States Trade 

~presentative testified, Sen~tor Grassley introduced amendments to the bill 

~~order tO,COf~ect this misinterpretation of Conunission practice. 24 

Specifically, s.enator Grassley noted that the ''bill would maintain the two­

p~rt test currently appl;~d by the International Tra~e Commission. 1125 He 

~lained further that th~s test required that the processed product be 

.Ptoduced, through a singl~. line of production and that a coincidence of 

~conomic interest exist between growers .and packers. 26 In addition, the bill 

provided that t.he Conunission determine coincidence of economic interest 

i1based upon relevant economic factors, which~. include price, market value 

added ••• or other economic interrelationships .•• ," rather than directing the 

Commission to consider specific factors. 27 

Pet.itioners make much of these am.endments to the definition of domestic 

industry for cases involving processed agricultural products. Also 

pertinent, however, is what Congress did not do. Cong~ess could have 

mandated that,.in ever'! case involving a processed agricultural product like 

pork, the growers automatically be included in the domestic industry. 28 The 

amendments fall far short of that imperative, outlining only a series of 

24 S. 2244, .99th Cong., 2d Se~s., 132 Cong. Rec. 6347 (1986). 

25 li... 

26 Id.... 

CT ig. · Cemp!l&si$. added) • 

28 Indeed, Congress has so mandated in connection with wine and grape 
products subject to investigation. 19 U.S.C. § 1677(4)(A). 
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circumstances in which the Cormnission "may" join growers and producers . _i~to 

one domestic industry. Further, in articulating those circumstances, . : 

Congress did not alter the focus· of the industry definition. ·It did .not, _for· 

instance·, suggest that the Commission determine .what industry definition 

would best identify the set of domestic producers most ~ikely to h~ve been 

injured by the import practice being investigated. While,_ there. is ;c-easot1 to 

believe that our industry d'efini tion usually does inde~d idEmtify that _,group 

of domestic producers, 29 Congress continued to suggest that the domest.ic . 

industry be defined on the basis of general factors rather· thal_1 factors more . 

narrowly focused on the affects o.f specific imports and trade practices. 

Despite some.expression of congressional dissatisfaction.with the 

Commission's determination in Live Swine, after Congress investigated the 

issues it passed legislation that actually retained the Commission's 

traditional approach. The-Statement of the Senate Finance Conimittee 

regarding the final bill confirms this interpretation: 

The amendments. contained in section 326 of .the bill directly 
relate to the inquiry made by the ITC under Title VII of whether 
agricultural industries are being materially injured by dumped or. 
subsidized imports. Many of the concepts embodied in these · 
amendments have been derived from:ITC p~actice.in past cases 
involving agricultural products. The purpose of including them 
in the statute is to give explicit congressional endorsement of 
their consideration, and to encourage their application. 30 

There is little doubt that the bill as enacted contains at least 

j. 

29 See, ~. Generic Cephalexin Capsules from Canada, Inv. No. 731-TA-423 
(Final), USITC Pub. 2211 (August 1989) at 30-33 (Additional Views of Chairman 
Anne E. Brunsdale). 

30 S. Rep. No. 100-71, lOOth Cong., 1st Sess. 108-111 (1987). 
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a mild admoJ:'lishment to the Cormnission to place more emphasis than it did in 

Live Swine on economic indices of integration, as opposed to legal ones, in 

its industry determination. 31 The new law specifically informs the 

Conunission that it may find a coincidence of economic interest based on 

relevant economic factors· "regardless of whether such coincidence of economic 

interest is based upon any legal relationship. 1132 The Cormnission is also 

to"id that if it takes price into account, it must·"consider the degree of 

correlation· between the price of the raw agricultural product and the price 

of the processed agricultural product," and that if ·it takes value added into 

account· it must "consider whether the value of the raw agricultural product 

constitutes·a significant percentage·of the value of the processed 

agricul tur.al product. ,.33 

These provisions in no way, however, reduce the Cormnission's discretion 

to examine and give wel.ght to whatever factors it deems relevant in light of 

the circumstances of the specific case.' They ce.rtainly do not expressly or 

otherwise overturn the Cormnission's decision in Live Swine. In light of the 

amendments to the law previously made on behalf of wine grape growers, it is 

clear that had Congress wanted'to ensure that hog growers would be included 

31 In Live Swine the Cormnission disposed of the question of economic interest 
on the basis of the legal relationship between growers and packers, noting but 
giving very little weight to the information respecting the underlying 
economic relationship between growing swine and processing pork. In addition, 
the Conunission expressly found evidence that the high price correlation 
between live swine and fresh, chilled, or frozen pork was not probative as to 
the existence of economic integration of growers and packers. Live Swine at 
6-7. 

32 19 U.S.C. § 1677(4}(E)(i)(II). 

33 19 U.S.C § 1677(4)(E)(iii)(I) & (II). 
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in the domestic .. industry with packers, it could have passed legislation _m~re · 

specifically .directed .to ~that end.~ '~ : .. 

2.- Application of OTCA Test 

Having said that Congress did ,not greatJy alter the test "~or inclusiop:,:· 

of raw agricultural producers in the industry arguably injured }?y pro~~ssed. 

imports; we should be. quite clear in stating .. that application _of .the .' .· 

statutory test in this. investigation is-far -~rom~easy .. The evidence cioes no~ 

unequivocally support either inclusion or e~clusion of .hog growers _fro~ the. 

domestic industry .. Indeed, the one prong.of the.industry. defini~ion that.is 
,·. ' .... 

readily applied here suggests a result that .we believe,_ on bala~ce, is not; 

compatible with the second prong ... ; .. l: 

The first issue is the existence of. a .l?ingle, GOntinuous line of 

production. 34 .. There is no .. dispute .that ,fre~h. c;hil.l~d, and frozen pork are·' 

produced through a single continuous line of production beginning_ with the 

growing of the hogs and. concluding-with the .slaughtering of the hogs and the 

cutting. and packing of· the meat .. Hogs. are completely devoted. to t_he . 

production· of pork. and, conversely, pork is ·produced entirely fr::om :•h.ogs •. 

34 19 U.S.C. § 1677(4)(E)(ii) provides that: 

the process~d ag~icul tur~l produet shall be considered to be process·ea from a 
raw agricultural product through a single continuous line of production if ~-

(I) the raw agricultural product.is substantially or~ 
completely devoted to the production of the processed agricultural product; 
and 

(II) the processed agricultural product is ,produced 
substantially or .completely from the raw product. · 



:Both. Petitioners and Respondents essent:lally agree on this point~ 35 and we 

believe that the evidence compels this conclusion. Prior to enactment of 

OTCA, the Cormnission in Live Swine reached this conclusion based on its 

traditional· reasoning. The parties have not asked us to revisit this issue 

~n light of OCTA. 

The parties have instead devoted their arguments to the more difficult 

'question of. whe'th.er packers· and growers sha're the r'equisi te degree of 

economic" interest for both to be included in the domestic industry. 

P~titioners urge the 'c'ommission to deem price and value adQ.ed not. only to be 

relevant considerations in this investigation, but the .key· l.ndicators of the 

claimed correspondence between the economic interests of ~r"owers and 

packers. 36 ·. P~titioners stress that the Conunis.sion should not disrega~d these 

factors, the only two named in th~ statut~, in favor of an analysis of o.ther 

economic factors such as r·~lative profitability and costs. 37 Peti·t'ioners 

place further ~ha.si~ on the statut6ry ·directive to the Conunission, should 

it choose to eval~ate price and value added, to c~nsider "the degree of 
. . 

correlation between the price of the raw agricultural product and the price 

of the processed agricultural product," and "whether the value of the raw 

agricultural product constitutes a significant percentage of the value of the 

processed agricultural product. 1138 

~5 Pe~itionE!rS' Prehearing Brief at -·10-11. Respondents do not argue the 
point. 

36 Petitioners' Prehearing Brief at 14-15. 

37 Id.a. at 12, 59-60. 

38 IAa. at 14-15. ~ 19· U.S.C. § 1677(4)(E)(iii). Chairman Brunsdale notes 
that Petitioners' arguments would apply to a lesser or greater degree 

(continued ••• ) 



49 

With respect to price, Petitioners point to the extremely high 

statistical correlation, usually above 90 percent, between the price of hogs 

and the price of pork over the last ten years. 39 They argue that this 

correlation in price movement is exactly the evidence of a high degree of 

convergence in economic interests contemplated by the statute. 40 Similarly, 

Petitioners note that hogs constitute over 85 percent of the value of the 

finished fresh, chilled, or frozen pork product. 41 Petitioners believe these 

two facts indicate that packers are in essence "finishers" that Congress 

intended to include in the domestic industry only with growers. 42 In light 

of the statutory scheme for the treatment of agricultural products, 

Petitioners argue that "the producer and the finisher cannot logically be 

evaluated separately. 1143 

Respondents, however, look beyond these facial indicators of similar 

economic interest to the actual business conditions of the industry, arguing 

that statistical price correlation and the amount of value added are not 

38 ( ••• continued) 
depending on the extent to which a product satisfies the first, continuous­
line-of-production prong of the statute; indeed, the more the product 
satisfies this prong, the higher the correlations identified by Petitioners 
are likely to be. In Senator Grassley's original bill, this would have been 
sufficient. See n.23, supra, and accompanying text. But Congress made the 
second, coincidence-of-economic-interest prong a requirement rather than an 
alternative, indicating that more than a correlation in prices and high value 
added are necessary. 

39 Id • 

. 40 Id. 

41 Id. at 16-17. 

42 Id. 

43 Petitioners' Prehearing Brief at 44. 
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indicative of a coincidence of economic interest between growers and 

packers. 44 They stress'the divergence of interests between growers and 

packers based on their competing motivations with respect to hog prices and 

the differences between the costs and production constraints faced by each. 45 

They argue further that value added is not germane to the Commission's 

determination on the industry issue because whatever the value added by 

packers, ·the adversity of packer and grower interests remains the same. 46 

Moreover, they assert that whether packers are "finishers" is not the 

standard enunciated by the statute. 47 

With respect to the seeming correlation between the movement of pork 

and hog prices, Respondents point to evidence that hog prices rise and fall 

faster than retail pork prices and that, as a result, packer margins are 

squeezed during a period of rising hog prices until hog supplies increase, 

bringing hog prices down. 48 Respondents note that because packers have high 
. . 

fixed costs, increased production allows them to gain economies of scale and 

increase margins relative to pork prices. 49 Packers profit most when pork 

pri'ces remain high as hog supplies increase and hog prices drop. Conversely, 

Respondents argue, such conditions reduce growe.rs' profitability and are a 

44 CMC Prehearing Brief at 49, 57...:.58 ;. Attachment A at 7-8; CPC Prehearing 
Brief at 3-4. 

45 CMC Prehearing Brief at 49, 58; CPC Prehearing Brief at 4-7. 

46 CMC Prehearing Brief at ·59-60, Attachment A at 8-9. 

47 CMC Posthearing Brief at 7. 

48 CMC Prehearing Brief at 57, 60-61, Attachment A at 4-6; CPC Prehearing 
Brief at 3, 5-7. 

49 CMC Prehearing Brief at 49, 58. 
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signal to growers to reduce production. 50 Respondents conclude that this 

inverse relationship between profit margins for packers and growers leads the 

two groups to different production decis~ons reflecting their different 

interests and costs of production. 51 As a result, Respondents argue that 

packers and growers are not necessarily affected by external influences on 

pork prices, such as imports, in the same way. 52 

We find that Respondents depict the interests of growers and packers 

more realistically than Petitioners and therefore have the more persuasive 

arguments on this issue. The record evidence overwhelmingly supports 

Respondents' contention that packers profit when the supplies of hogs are up 

and prices are correspondingly low. Growers, on the other hand, suffer under 

these conditions, profiting from exactly the opposite situation when hog 

· supplies are down and prices are correspondingly high. Because the demand 

51 Respondents note that 

[n]umerous factors have been identified that affect the two 
industries differently. Hog growers, as an agricultural business 0 
are greatly affected by feed prices, weather 
(particularly drought), disease, and the like. These 
agricultural factors are of little concern to pork packers, 
who essentially run manufacturing enterprises. As 
manufacturers, packers have greater concerns with labor 
costs and disputes, OSHA regulations, and government meat 
inspection regulations. 

Analysis of these factors simply highlights ••. that hog growers and 
pork packers operate separate businesses requiring different 
skills, applying different inputs and technologies, to produce 
different products. 

CMC Prehearing Brief at 62-63. 

52 CMC Prehearing Brief at 62-64. 
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for pork is relatively inelastic -- that is, an increase in the supply of 

pork may cause pork prices to drop dramatically because consumers do not 

expand their purchases proportionate to the increase in supply -- growers 

actually receive higher overall revenues.when they produce fewer hogs. 53 

The record further indicates that growers and packers not only face 

different costs of production, as would be expected, but that there is no. 

shared cost structure. The price of feed corn may influence a grower's 

decision to produce a certain number of hogs in light of forecast prices for 

l~ve swine, but because live swine prices are set by overall supply and 

demand for hogs, these costs are not necessarily passed directly to the 

packers. Packers experience changes in grower costs only indirectly through 
-.·,,, 

the growers' supply response. 

By the same token, the record indicates that pork packers do not 

directly pass changes in pork prices back to growers. While we agree with 

Petitioners that the statute does not require the simple temporal alignment 

of economic interests between growers and packers, 54 our definition of the 

domestic industry in this case is informed by our conclusion that growers and 

packers do not necessarily respond to retail sales volumes and prices of pork 

products in the same manner at any time in either's business cycle. 

Petitioners themselves supplied some of the most cogent evidence in the 

record that the primary short and mid-term (one to fiv:e years). determinant of 

53 Report at Appendix D. 

54 Petitioners' Posthearing Brief at 4. 



53 

hog prices in the United States is the hog cycle itself.SS On a year-to-

year 

basis, hog growers make production decisions in response to changes in their 

own costs based on expectations regarding prices that result not from the 

price of pork, but from the supply of hogs.s6 Packers compete for hogs, 

driving hog prices up relative to wholesale pork prices, to the point where 

packer capacity is sufficiently utilized. At that point hog prices begin to 

drop. s7 

In discussing the circumstances under which growers are likely to 

experience injury from imports, Petitioners quote the Additional Views of 

former Chairman Liebeler in the Live Swine case: 

The share of the injury incurred by the growers will depend on 
the share of their product that goes into the final product and 
the relevant elasticities of supply •..• If the packers' supply 
curve is infinitely elastic, then all of the injury will be 
passed to the growers. 58 

While we agree that this is a correct understanding of when packers 

will pass changes in the market for retail pork back to hog growers, we do 

not agree with Petitioners that packers in this case face a perfectly 

inelastic demand curve; we thus disagree with the premise for Petitioners' 

SS See Petitioners' Posthearing Brief at Attachment A, "Pork Industry 
Handbook," Cooperative Extension Service, Purdue University (1978). 

56 Changes in the consumer demand for pork, which until recently was 
constant, have only a long-term impact on the number of hogs that pork packers 
can profitably turn into pork products. Petitioners' Posthearing Brief at 
Attachment A, p. 1, 3. 

58 Petitioners' Prehearing Brief at 86. 
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assertion that packers do not. operate as would businesses foll.owing a supply 

curve and that hog growers bear the full cost of changes in the market for 

pork.59 Rather, the evidence before us indicates that the packers also are 

responsive to changes in.the market ~or pork; their supply curve depends on 

their operating costs, on the prices and quantiti~s of hogs available from 

domesti~ hog production, and on the prices and availability of imported 

hogs. 60 The evidence suggests that the supply curve for domestic pork 

production'is affected by changes in any of these variables and that it is 

highly, but not completely, inelastic. 61 

This does.not .mean that packers are the only ones affected by the 

subsidized imports of pork or even that they are more affected. than .growers. 

The record contains an extraordinary amount of evidence on this point. A 

fair reading of it couid s:ustain almost any proposition. What seems to us 

most consistent with the evidence is that a shift in the dema_nd for domestic 

retail pork due to imports will change the packers' derived demand for hogs, 

59 Id. at 87. Petitioners argue that packers simply slaughter whatever hogs 
are made avaiiabl~ to them in any g1ven period and posses no ability to alter 
pork production in re.sponse to changes in the price of pork products. 

60 Memorandum to the Commission from the Office of Economics, EC-M-315, dated 
August 24, 1989 ("Economics Memorandum") at 5. 

This memorandum notes that the packers' supply curve is a~so dependent 
on the costs of other factors such as capital and labor, and on available 
capacity and alternative production options. 

We note that even after the imposition of countervailing duties on 
imported Canadian swine, domestic pork processors still import a certain 
amount of swine each year. Whatever the merits of the Live Swine decision, 
the result can only have had a negative impact on the pork producers. Their 
continued· importation of swine despite the duty strongly suggests that 
processors perceive benefits from the Canadian trade. This is a further 
indication that the interests of the processors and the growers are not 
"coincident." 

61 Id. 
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affecting both growers and packers, but affecting them in different ways. 

The packers experience the effects of subsidized imports as a decrease 

in the price obtainable for pork. So long as the packers are able to cover 

their operation costs, this decrease does not directly affect demand for hogs 

in the short term. The price of hogs will continue to be set principally by 

capacity-driven packer demand and the available hog supply, which is 

relatively invariant over the short term. Packers, thus, find their profit' 

margins squeezed in response to imports of pork at a time when hog growers 

are unaffected. 

Growers, however, may be affected by imports of pork in one or both of 

two ways. They may experience a decline in the demand for hogs in the short 

term; this decline will be slight if all packers remain in operation, but 

operate at slightly lower levels of capacity utilization. 62 If some packers 

currently operate at a marginal level of profitability while other packers 

currently operate near full capacity, the effect of any pork imports might be 

to so reduce packer profitability as to cause a reduction in packing capacity 

and a larger consequent decline in the demand for hogs. It is not certain 

that packers would reduce pork production or, secondarily, capacity for 

production; but if that occurred the short-term change in packers' capacity 

would reduce demand for domestic hogs and exert downward pressure on hog 

prices. Over the longer term, the impact on growers will be tied to changes 

in the supply of hogs produced in anticipation of the effects of reduced 

demand for domestic pork. It is important to emphasize the word 

62 Of course, if packers continue to operate at current capacity utilization 
levels, with similar demand for hogs but lower returns on pork, the packers 
will experience all and the growers none of the effects of the imports. 
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"anticipation," because the actual effect on hog ·growers depends as much on 

the reaction of other hog growers to the packers' anticipated response to 

pork prices as it does on the packers' actual response. If hog growers as a 

group are overly pessimistic, hogs will be in short suppiy relative· to packer 

demand at the initial hog price and hog prices consequently will rise, not 

fall, in adjusting to imported pork. This, in essence, is the story of the 

"hog cycle." 

Under a different statutory instruction; the fact that growers can 

experience harm from the subject imports might incline us to include growers 

in the domestic industry. ft appears, however, ·that the difference between 

packers'and. growers is more significant under the present law. It may be 

that ultimately the hog-growing industry, which is more price-elastic, will 

experience a greater decline· in revenues than the pork-packing industry. The 

competitive nature of hog-growing means that this revenue effect may not 

greatly affect what now shows up as growers' profits, but this does not 

appear to negate the relevance of revenue effects.-under the·statute. What 

matters here is that this effect in both the long and short run is only 

ambiguously related.to the direct effects of the subsidized imports. Even if 

growers could be said ultimately to be more affected, the record here does 

not clearly establish any such effect but does establish that packers bear 

the primary (and "perhaps full) direct impact of price changes for pork. 63 

63 The degree to which this is true depends on the supply of hogs relative to 
packers' capacity for pork production. As packers more closely approximate 
full production prior to any increase in subsidized imports, they feel more, 
and growers less, economic effect of pork imports over the near term, as the 
likely effect of imports will be to decrease net returns to packers but not so 
much as to take a marginal packer out of production there~y reducing demand 
for domestic hogs. 
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Given the current statutory test, this disparate. impact of imports militates 

in favor of excluding growers. The lack of correspondence in the impact of 

imports on growers and packers, resulting as it does from the underlying 

divergence in their economic interests, demonstrates that growers and packers 

do not function as a single industry.in the marketplace, which is the issue 

we must address here. 

Petitioners' other arguments do not establish a legal basis for 

rejecting the conclusion that growers and packers have insufficiently 

coincident interests to be a single industry under the law. The concept 

advanced by Petitioners that packers add so little value to hogs that they 

are merely "finishers" that "Congress has chosen to include with the industry 

producing the product which is 'finished' 1164 has no basis in the statute, the 

legislative history or past Conunission practice. In a case involving. 

processed agricultural products, the processors are the industry, with the 

possible inclusion of the growers. Perhaps one might argue that processing 

involves so little economic activity that it cannot be considered an 

industry. In this instance, however, the value added by the packers of 

around 15 percent is more than de minimis. Moreover, in light of th~ other 

indications that packers are an industry independent of the growers, the 
I 

value added figures become less significant. Clearly, as discussed above, 

the statute does not require that the Conunission treat evidence regarding 

value added as determinative of the coincidence of economic interests between 

packers and g~owers. 

64 Petitioners.' Prehearing Brief at 16. 
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.. Petitio11ers also argue that under Commissio.n precedent the 

consideration of rela~ive profitability i~ inappropriate in this 

investigation. 6~ This argument misconstrues the Commission's examination of 

the allocation of revenues in prior cases_. For example, in Orange Juice, 

cited by Petitioner to demonstrate that relative profitability is not germane 

to coincidence of economic interest, 66 both the growers and processors 

derived their income from the sale of the final product and allocated the 

r.evenues according to the cost of processing the fruit, a specified toll 

charge, or some other. formula. The profits of the growers and processors 

were ·clearly linked to an agreed division of the price received for the 

processed product, orange juice, and thus relative profitability was not 

import~nt.· Here, the l.nverse relationship in the profitability of hog 

growers and pork packers indicates· that the fortunes of the two are not 

linked. In· both cases the Commission's focus is not on profitability per se 

but on the evidence of a shared economic fate in the market for the processed 

product vis ~ vis external factors such as imports that impact on sales and 

prices for that product. 

Petitioners overstate their case·by arguing that the opposition of 

interests between growers and packers with respect to the price of the raw 

product is inherent· in any buyer/seller relationship and therefore will exist 
' 

for all agricultural products. 67 According to Petitioners, if we find that 

the· inverse relationship·in profitability and competing interests with regard 

65 Petitioners' Posthearing Brief at 2. 

66 Id. 

67 Petitioners' Prehearing Brief at 12-13, 58-59. 
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to the price of the raw product are determinative of the lack of economic 

interest between growers anci packers, ,then we have essentially negated the. 

statute.48 In making this argument we believe Petitioners erroneously assume 

that the relationship petween the growers and processors of all processed 

agricultural products that come pefore the Cormnission will be characterized 

by the same adversity that exists .between hog growers and pork packers. The 

fact that the Cormnission has in other cases included growers and packers in 

the same industry, using essentially the same analysis called for by the 

statue, belies Petitioners' argument. 

We agree with Petitioners' that the OTCA amendments -- allowing growers 

to be included as interested parties and as part of the .domestic indu~try; 

providing special provisions for the evaluation of threat; and, specifying 

the circ_umstances under which Cormnerce must attribute subsidies on raw 

products to the processor -- "constitute an articulation by Congress of the 

proper counterva,iling ciuty theory to be applied in the context of 

agricultural products such as pork. 1169 Interpreted as an integrated whole, 

however, these amendments do not create a scheme under which it would be 

"illogical" for the Cormnission to evaluate packers and growers separately, 

even in cases in which Conunerce passed supsidies on the raw product forward 

to packers and the Cormnission found the potential for product shifting. 70 

69 Petitioners' Prehearing Brief at 18. 

70 The legislative history of the provisions appears to acknowledge this. 
The report of the Senate Finance Conunittee states with respect.to the new 
provision on threat: 

(continued ••• ) 
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The latter inquiries concern the degree of. harm or potential harm to the 

domestic industry from subsidized impo~ts. It remains for the Comrnission to 

delineate th~ members of that .in.dustry based on the. stat.utory .two·-part ·test. 

One of the primary considerations un.der that test :j.s .. not simply whether. 

growers and packers both are affected by imports of the processed product, . '. 

but whether they experience the impact. of imports ·of the processed product.in 

a like manner. 

Given the history of thi~ issue.with respect to pork dating· from.the 

Liye Swine case in 1985, it is not surprising. that .the ips,tant case has 

attracted wide attention not only from members of the affected industries but 

from Congress as well. While s.everal members of Congress have indicated in 

connection.with this investigation that the Commission should give 

considerable weight to the interests of hog growers, we believe tha_t an even-

handed application of the principles expressed in the statute requires us to· 

find that growers. are not. a part of the domestic po.rk producing industry. 
. ' ~- . 

II. MATERIAL INJURY BY REASO~ OF SUBSIDIZED IMPORTS 

A. Introduction. 

Title VII, for all its complexity, commands the Commission to answer 

one question: Is a domestic industry materially injured or threatened with 

material injury (or is the growth of a domestic industry materially retarded) 

70 ( ••• continued) 
It should be noted that this amendment. is not necessarily 
restricted to raw and processed agricultural products whose 

. ,.producers are determi;ned to be part of the same industry pursuant 
to the new section 771(4)(E). · · 

S. Rep. No. 100-71, lOOth Cong., 1st Sess. 108-111 (1987). 
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by reason of the unfair imports under investigation? The various provisions 

of Title VII mainly provide definitions of terms relevant to this inquiry and 

procedures to be employed in Commission proceedings. 

The key provision in Title VII consists of instructions to the 

Commission, encompassing a full page in the U.S. Code Annotated, that tell us 

generally what to look at in order to determine whether the imports are 

causing "material injury" to a domestic industry in the United States. 71 The 

statute instructs the Commission to focus on the volume of imports, the 

effect of imports on prices in the United States for domestic like products, 

and the impact of imports on domestic producers, 72 and further ·specifies 

' numerous subsidiary factors that should be helpful in assessing facts bearing 

on these topics. To that end, the statute directs our attention to facts 

indicating whether import volumes are rising absolutely or relative to 

domestic production or consumption, whether there has been price suppression 

' or depression, and whether the imports have had an impact on a series of 

specific employment and financial indicators. The statute, as recently 

amended, also asks that we look at evidence on the three generic factors in 

the context of each industry's particular· operation and that we be mindful of 
; 

business cycles' effects on the new data. The statute further authorizes the 

Commissioners to consider "other economic factors" they deem relevant. 73 

The statute does not prescribe a method for drawing together the 

specific evidence regarding the three specified factors -- volume, price, and 

71 19 U.S.C. § 1677(7)(A). 

72 19 U.S.C. § 1677(7)(B). 

73 19 U.S.C. § 1677(7)(C). 
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impact -- in order to as·sess whether the domestic industry has experienced 

"harm which is not inconsequential, immaterial, or unimportant" by reason of 

the subsidized imports under investigation. The law does,,however, require 

each Commissioner to explain his or her method of analysis and, more 

specifically, to address in each investigation how each of the three 

statutory factors supports the.ultimate conclusion. 74 

.we have typically addressed these issues in a similar fashion. 

Although the partitulars of .our presentation of the analysis sometimes. 

differ, 75 we both conduct the same three-part inquiry into the existence of 

material· injury by reason of the unfair imports, comparing the conditions 
0 . 

experienced by the domestic industry to the conditions that would have 

existed had there been rto unfairly traded imports. 76 First, we examine the 

volume of the subsidized imports; given the causal requirement of the 

statute, special attention is paid to the extent· to which the volume of the 

• 
subject-imports, and correlatively their prices, were affected by the alleged 

unfair trade practices. Second, we assess the effect of these apparent 

changes in the market for the subject imports on.prices, and concomitantly on 

74 19 U.S.C. § 1677(7) (B). 

75 See, ~. Light-Walled Rectangular Pipes . .;tnd· .Tubes from Taiwan, Inv. No. 
731-TA-410 (Final), USITC Pub. 2169 (March 1989) at 3, 9 (Vi~ws of Acting 
Chairman Anne E. Brunsdale and Commissioner Ronald A. Cass-). 

76 For explanation of these approaches and the difference between these and 
other approaches, see, ~. Certain Electrical Conductor Aluminum Redraw Rod 
from Venezuela, Inv. No. 701-TA-287 (Final), USITC Pub. 2103 (August 1988) at 
35-49 ((Dissenting Views of Acting Chairman Anne E. Brunsdale); 3.5" 
Microdisks and Media Therefor from Japan, Inv. No. 731-TA-389 (Preliminary) 
USITC Pub. 2076 (April 1988) (Additional Views of Commissioner Cass), at 70-
74; Digital Readout Systems and Subassemblies Thereof from Japan, Inv. No. 
731-TA-390 (Final), USITC Pub. 2150 (Jan. 1989) at 95-119. 
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sales, of the domestic like product. Finally, we consider. the. impact of 

thes~. changes in prices and sales of the domestic like product on employment 

and investment in the domestic industry and determine whether these effects 

on the domestic industry are "material"- within the meaning of the statute.~ 

In doing so, we pay careful attention to the evidence of record, including 

that explicitly couched in economic terms as well as evidence phrased in ways 

that implicitly, but not explicitly, convey information about the economic 

forces ope_rating in the particular markets relevant to the in\Testigation. 77 

In this investigation, the evidence on these factors considere~ together 

requires a negative determination qf material injury by reason of the 

subsidized imports subject to investigation. 78 

B. Material Injury .from Subsidized Pork Imports 

77 As our reviewing court has noted in reference to one such approach, 
explicit advertence to economic principles ~'has the potential for explaining, 
within the confines of the statutory framework and in an improved manner, how 
[unfair] imports affeeted the domestic industry." USX Corp. v. United States, 
682 F. Supp. 60, 69 (Ct. Int'l. Trade 1988). 

Whether other methods of analysis satisfy the statutory criteria has 
been the subject of scholarly debate. See, ~. Morkre & Kruth_, "Determining 
Whether Dumped or Subsidized Imports Injure Domestic Ihdustries: 
International Trade Commission Approach," 7 Contemporary Policy Issues 78 
(July 1988). 

78 Though in this case we were given access to the majority's views on like 
product and domestic industry, we were not permitted to see the majority's 
views on material injury and threat of material injury. Commission practice 
has been to withhold the majority opinion from those in the minority. We 
believe that members of the Commission should freely circulate their opinions, 
including the majority opinion, for comment and response by other 
Commissioners. The Court of International Trade recently added its voice to 
this debate, expressly disapproving current Commission practice in Borlem v. 
United States, No. 87-06-00693, slip op. at 24 (Ct,· Int'l Trade June 29,-
1989)("Borlem II"). After noting its frustration with this practice because 
of the difficulty it adds to the task of judicial review·of Commission 

·determinations, the Court of International Trade expressed "the hope that this 
practice will come to an end."- We share that hope. 
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1. Volumes and Prices of the Subsidized Imports 

The record evidence confirms that only a small volume of subsidized 

pork from Canada entered the United States during the period investigated by ' 

the Commission. In calendar year 1988,.469,814,000 pounds of Canadian pork 

was imported. 79 This constituted less than 3 percent of U.S. consumption by 

volume, 80 down slightly from the figure a year earlier,· but roughly 

comparable to the volume of imports in 1986. Although Petitioners cla~ that 

the 1988 figures are understated due to a strike at a major Canadian packing 

plant, 81 · Respondents introduc.ed evidence demonstrating that labor disputes at 

packing plants have occurred frequently in the past and that overall 

production and export figures for 198.8 were not distorted. 82 In all events, 

the relative consistency of imports over the period of our·investigation 

suggests that attention to 1988 volume figures is unlikely to be misleading. 

In looking at import volumes, it is critical to understand the manner 

in which the subsidies at issue affected these volumes. The _Department of 

Commerce does not calculate this effect, nor does it determine the amourit by 

which foreign subsidies lowered the imports' prices when sold into the Uni~ed 

States. Commerce calculates only the amount of the foreign subsidy. The 

final subsidy level calculated by Commerce for these imports of Canadian pork 

79 Report at A-41, Table 18. 

80 Report at A-43, Table 19. 

81 Petitioners Prehearing Brief at 66. 

82 CMC Prehearing Brief at 18-20. 

• 
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is CAN $ .036 per pound, and includes subsidies to Canadian hog growers. 83 

This has bee~ computed as equivalent to a 2.9 percent ad valorem subsidy. 84 · 

This subsidy calculation, while essential to determining the subsidies' 

effect on import volumes and prices in the United States, cannot be taken 

uncritically as equivalent to a determination of the effect of the foreign 

subsidies on the U.S. price of the foreign imports. As Congress recognized 

in directing the CollDDission to consider the type of subsidy at issue in 

evaluating threat of material injury, 85 different types of subsidies will 

have different effects on the price and volume of the subsidized product. 

Some subsidies may be direct pa}7ments to exporters based on the amount of the 

subject product exported, while others may be payments for production 

regardless of the market for which the product is produced. Still other 

subsidies may be payments for the use of particular inputs to production, 

includ1ng subsidies based on the location of the manufacturing operation. In 

each case a careful evaluation of the manner in which the subsidy operates is 

necessary to determine its price and volume effects. 86 

In this case the primary component of the subsidy calculated for pork 

consists of various subsidies to Canadian hog production. The parties to 

this investigation draw opposite conclusions about the extent to which these 

83 See.Final Affirmative ~ountervailing Duty Determination: Fresh, Chilled 
and Frozen Pork from Canada, 54 Fed. Reg. 30774 (July 1989). 

84 Report at A-15, n. 1. 

85 19 U.S.C. § 1677(7)(E)(i). 

86 See New Steel Rails from Canada, Inv. No. 701-TA-297 (Preliminary), USITC 
Pub. 2135 (November 1988) at 42 (Additional Views of Commissioner Ronald A~ 
Cass). 
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subsidies are passe<;l forward to packers and then to consumers, and their 
• • • ' ~ ' r 

consequen:t effe_cts. on import. volumes ~nd price~. Responde:nts rightly observe 

that the impact of the sub~idy on price.dep~nds on the supply and demand 

elasticit~es for Canadian hogs and P?rk in the relevant market. 87 

Respondents ~lso, right.ly note t.hat because the Canadian pork supply is 

relatively .inelastic, as it is i~ the United States_, the full amount of the 

subsidies ce1:lculated by_Connnerce wil~. no~ "pass through" as an equivalent 

reduction in.the price ~f the subsidized pork offered to consumers in the 

United States. 88 . This do~s not, of course, answer the more difficult 

que.stion~ What .. effect do the subsidies have on. that price? 

Disagreement about the way ~n which the subsidies op~rate underlies the 

parties-' arguments over the degree. to which supply varies in Canada with a 

cycl~cal breeding and slaughtering pattern. 89 The.evidence on this issue is 

mixed, _but ,resolution ()f it is unnecessary to the ultimate determination 

h~re.. Al though some ~nalysis of subsi.dy effects on U.S. prices and sales has 

87 CMC Prehearing Brief at Attachment A. Information on the estimatedsupply 
and demand elasticities is available in the Economics Memorandum. 

88 Id.· 

89 Respondents and Petitioners have each argued strenuously during this 
investigation regarding whether subsidies have eliminated the "hog cycle" for 
Canadian hog producers, forcing the U.S. producers to bear the brunt of the 
decrease in production necessary to start hog prices back on their way up. 
Pethioners' Prehearing ·Brief at 6,· 84-85; CMC Prehearing'Brief at 23-26; CMC 
Posthearing Brief a't 4-7; CPC Posthearing Brief· at 4. As discussed below iri 
connection with our threat determination, it is very unlikely that the 
subsidies bestowed on hog growers resulted in an increase in the supply of 
swine to packers over the period of our investigation sufficient to 
significantly affect the price of the exported pork. 

Hog production is inelastic as a result of the biological restraints on 
increasing production in the short term .. Before growers can respond .to a 
price rise with increased output, they must retain more sows for qreeding and 
then wait 14-16 months for the offspring to mature.· Economics Memorandum at 6. 
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been offered predicated on import price effects of less than the full amount 

of the subsidies· calculated by Commerce, 90 for the purposes of our analysis 

here we simply use the full amount of the ad valorem subsidy rate of 2.9 

pe"rcent ~· The evidence suggests that thi's production subsidy, even if it 

reduced import prices by its full amount, did not significantly increase the 

volumes of Canadian pork in the U.S. market. Many facts of record here point 

to this conclusion: the smallness of· the subsidy, its generality across 

production (rather that being targeted to exports), and the absence of clear 

distinction between U.S. demand arid Canadian demand for Canadian pork 

together with the great dominance of.home market over export sales of such 

pork all suggest minimal effects of the subsidy on import prices and volumes. 

2. Domestic· Pr.ices and Sales 

As described above·, the share of the U.S. market for fresh, chilled and 

frozen pork held by imports from Canada is quite low. In addit1on, there is 

substantial evidence in the record.that Canadian pork products are priced 

comparably to similar U.S. ·products.· The Commission staff was unable to 

confirm Petitioners' lost sales .allegations, ·and found that while the 

Canadian product sometim~~ undersells domestic pork, it often oversells the 

domestic product. 91 · For certain cuts the Canadian product may demand a 

premium because it is leaner and of more consistent quality. 92 For the most 

90 The staff performed this analysis as more fully explained in the Memorandum 
to Commissioner Eckes from the Office of Economics, EC-M-316, dated August 24, 
1989. We note that these calculations indicate that the partial pass through 
effect of the subsidies is approximately one quarter of the full pass through 
effect. 

91 Report at A-61-63. 

92 Id. 

.I ..• 
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part, however, those who purchase these types of pork products, essentially -· ~ ~ ·. . . . .• 

processors and supermarket retailers, view the U .. s. and Canadian products as 

virtually interchangeable. 9~ 

Petitioners argue that. this high degree of substitutability between the 

products, coupled with an inelastic consumer demand for retail pork. 

products .,94 has magnified the impact of Canadian impor~.~ in .the U.S. 

marketplace. 95 Generally, imports have t~e greatest imp~ct.on dom~stic like 

product prices and sales where consumer demand is relatively insensitive to ... 

changes in price and the products are viewed by the cons\imer as very close. 

substitutes. In this situation~ a decrease in the pr~c.e of the import 

relative to that of the domestic like product will, unless there is a 

compensating reduction in the price of the like product, cause more consumers 

to substitute the import for the domestic like product, rather than increase 

oyerall purchases of the product • 

. Alt?ough Petitioners' argumen~ on these tendencies is well taken, the 

magnitude of the effect in this investigation is severely constrained by the 

·imports' low pei:ietration of the U.S. market and by the limit;ed effect, pated 

above, of the subsidization on the volumes and prices of the imper.ts. 

Overall, subsidized Canadian imports appear to have reduced the prices and 

93 Report at A-3. 

94 Substitutability is a measure of the extent to which consumers view the 
'domestic and imported product ~s similar. El~sticity is a measure of the 
degree to which consumers change their purchasing decisions with respect to 
these products (as a class) based on variations in the.price of these. 
products. Inelastic demand is evidenced by an unwillingness of consumers to 
increase their purchases of a product in an amount proportionate to a decrease 
-in price. 

95 Petitioners' Prehearing Brief at 81-82, Attachment 1 at 1-2. 
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sales volumes of the domestic like product only by very ~mall amounts. Pork 

prices have not remained constant over the period ?f the investigation, but 

there is no credible evidence that links the Canadian subsidies to price and 

sales fluctuations in the U.S. market for the like product. Rather, the 

fluctuations in pork prices that occurred over the period of inve~tigation, 

both up and down, appear to be part of the normal "hog cycle" in which 

growers respond to changes in ~he price of hogs by increasing or decreasing 

production, thereby stimulating further changes_ in the prices of hogs and 

retail pork products. 

Petitioners advance a number of arguments to the contrary. Many of 

these arguments rely on the joint assessment of effects from imports of 

Canadian pork and imports of Canadian hogs. 96 No matter how the domestic 

industry is defined, we are not free to consider the effects of hog imports. 

Only pork imports are within the scope of the import investigation specified 

by Commerce. Neither under the relevant provisions of the General Agreement 

on Tariffs and Trade, which Title VII implements, nor under the terms of U.S. 

law is there authority for assessing the effects of imports not subject to 

investigation. 97 Imports of Canadian hogs are not under investigation 

currently, and indeed are subject to countervailing duties when entering the 

United States. These duties already influence the effects of such imports. 

Petitioners' argue that, nonetheless, the existence of hog imports from 

Canada should be considered among the other "relevant economic factors" that 

96 Petitioners' Prehearing Brief at 67-68, 78-81. 

97 The cumulation provisions of U.S. law allow in some circumstances for joint 
consideration of the effects of imports subject to different investigations, 
but none of these applies to this investigation. 
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Title VII authorizes the· Conunission to evaluate. 98 This argument cannot be 

credited under the governing law and, given the countervailing duties, would 

not alter the determination here in any event. 

3. Investment and Employmen't 

The third factor to which Title VII directs our attention is the effect 

of subsidized imports on various measures of the domestic industry's 

performance. At a general level, these effects can be inferred from analysis 

of the.subsidized iffiPqrts' effects on prices and sales of the domestic like 

product. In addition? our investigation gathered data on gross measures of 

industry performance. These data are consistent with the finding that 

imports have riot materi~lly injured the domestic industry. Industry trends, 

standing alone, are not probative of whether the industry is materially 

injured by imports, but such information can usefully be reviewed in relation 

to the other factors analyzed under Title VII. Here, overall industry 

production and revenues have climbed significantly over the period of the 

Commission's investigation, corresponding to an upswing in the industry's 

business cycle. 

Production of fresh, chilled and frozen pork increased from 1986 

through 1988, with the biggest increase in 1988. 99 The number of production 

workers also increase4 as did the number of hours worked. lOO Wages declined 

slightly, however. 101' Capacity utilization w~s reported to be over 100 

98 Petitioners' Prehearing Brief at 78-81. 

99 Report at A-22, Table 3. 

100 Report at A-27, Table 8. 

101 Id. 
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percent in each of the three years of the investigation period, 102 In 

conjunction with increases in production· and high capacity utilization. 

packers' revenues skyrocketed from 1986 to 1988, though they may decline 

somewhat in 1989. 103 Return on investment remained moderate. as has 

historically been true in this industry, but went from a small negative 
' 

return in ,1986 to a nearly 5 percent positive return in 1988. 104 Capital 

expenditures in the industry declined in 1987 and then increased in 1988 to 

levels exceeding those in 1986. 105 

I,~·, • 

Petitioners have called the Conunission's attention to plant closures in 

the industry over the period of investigation.~ 06 The increase in 1988 

capital expenditures indicates, however, that.the industry is reinvesting in 

new plants and equipment. Viewed in the context of industry wide moves 

toward increased concentration (with each facility packing more pork) and 

combinedpacker/processor operations, these closings appear to be part of 

long-term industry rationalization and restructuring, as Respondents 

argue. 107 Given the other information in the record, the plant closings do 

not provide a basis for concluding that the domestic industry is materially 

injured by reason of subsidized pork from Canada. 

102 Report at A-24. 

103 Report at A-31, Table 10. 

104 Report at A-35, Table 14. ·-. 

105 Report at A-36. 

106 Petitioners' Prehearing Brief at 71-73. 

107 CMC Prehearing Brief at 4. 
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IV. THREAT OF MATERIAL INJURY BY REASON OF SUBSIDIZED IMPORTS 

A. Introduction 

The Petitioners also assert that~ even if not materially injured by the 

subsidized imports at' iifaue, the domestic industry is threatened with such 

injury .. Title.VII clearly contemplates that the judgment on threatened 

injury.will require additional information about the behavior of the foreign 

industry exporting to the United States and·the changes in the domestic 

industry that are likely to follow from the exporters' predicte.d actions. 

The· ·threat provisions of Title VII call on the Commission to assess whether, 

in light of that information and the-particular factual circumstances.of the 

case, the subsidized imports are likely to injure the domestic industry 

materially in the near ·future. 

Prognostication of this sort is incredibly demanding in the best of 

circumstances·. Corilmission proceedings make the process no easier. The 

Commission· faces.statutorily imposed time deadlines that make the· collection 

of ·the data necessary to evaluate the foreign indust'ry most difficult. The 

Corriinission is not·in a position to verify.the data submitted by Respondents, 

cannot use its subpoena power to extract more information from them, and is, 

in any case, faced with the task of interpreting data on a: foreign industry 

with which the Commission may not be very familiar. The decision made 

respecting actual injury from subsidized imports, like any decision that 

includes a causal element, requires some judgment on matters that carinot be 

established with certainty. Given the additional uncertainties inherent in 

assessment of threatened future injury, there is a natural temptation to· 

impute threat where the evidence on the record almost suffices to sustain a 
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finding that subsidized imports materially injured the domestic industry but 

does not quite pass the threshold for that determination. 

That is precisely the circumstance in which the law provides for a 

finding of threatened injury if, but only if, changes in the behavior of the 

foreign industry and in the domestic market are clearly established and would 

generate sufficiently increased injury to be material. Congress plainly did 

not want "threat analysis" to be used to avoid difficult judgments on the 

injury actually caused by subsidized imports. Moreover, it clearly did not 

intend threat determinations to be a basis for affirmative decisions where 

the domestic industry is not materially injured by the subsidized imports but 

is instead plainly suffering financial decline for other reasons (such as a 

change in consumer demand away from pork and toward fish and poultry). 

When crafting the threat provisions of the statute, Congress signalled 
. . 

its concern that these provisions not be used as an escape valve .from the 

remainder of Title VII. It noted in the legislative history that a 

determination of threat will require a careful 
assessment of identifiable current trends and 
competitive conditions in the marketplace. This will 
require the ITC to conduct a thorough, practical, and 
realistic evaluation of how it operates, the role of 
imports in the market, the rate of increase in 
unfairly traded imports, and their probable future 
impact on the industry. 108 

To ensure that the Commission would focus on information necessary to this 

determination, Congress set forth specific factors that, together with 

·information obtained for examining actual effects of the subsidized imports, 

should provide a sound basis for threat determinations: 

(I) if a subsidy is involved, such information as may 
be presented by the administering authority as to the 

108 Conf. Rep. 1156, lOOth Cong., 2d Sess. 174-75. 
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" nature o·f the subsidy (particularly as to whether the 
subsidy is an export subsidy inconsistent with the 
Agreement [on Subsidies and Countervailing Measures] , 

(II) any increase in production capacity or existing 
or unused capacity in the exporting country likely to 
result in a significant increase in imports of the 
merchandise to the United States, 

(III) any rapid increase in United States market 
penetration and the likelihood that the penetration 
will increase to an injurious level, 

(IV) the probability that imports of the merchandise 
will enter the United States at prices that have a 
depressing or suppressing effect on domestic prices 
of the merchandise, · 

(V) any substantial ini:rease of inventories of the 
merchandise in the United States, 

(VI) the presence of unused capacity for producing 
the merchandise in the exporting country, 

(VII) any other· demonstrable adverse trends that 
indicate the probability that the importation (or 
sale for importation) of the merchandise (whether or 
not it is actually being imported at the time) will 
be the cause of injury, 

(VIII) the potential for product-shifting if 
production facilities owned or controlled by the 
foreign manufacturers, which can be used to produce 
products subject to investigation under [the dumping 
or countervailing duty laws] or to final orders · 
are also used to produce the merchandise under 
investigation, 

(IX) in any investigation under this title which 
involves imports of·both a raw agricultural product 

• . . and any product processed from such raw 
agricultural product, the likelihood that there will 
be increased imports, by reason of product shifting, 
if there is an affirmative determination by the 
Conunission . . . with respect to either the raw 
agricultural product or the processed agricultural 
product, but not both[,] 

(X) the actual and potential negative effects on the 
existing development and production efforts of the 
domestic industry, including efforts to develop a 
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derivativ~ or more advanced version of the like 
product. 109 

These factors fall into two categories, one bearing on the likelihood 

that the foreign industry will sustain or increase its penetration into the 

United States market (including inquiry into the nature of any subsidies), 

and the other concerning the sensitivity of the domestic industry to those 

imports. As the legislative history quoted above suggests, these factors do 

not constitute a checklist. Congress has provided no normative criteria for 

elevating one factor over another and the statute does not set out the 

combinations of factors that will amount to a threat. The factors are guides 

designed to keep the Connnission focused on the proper question: will future 

imports materially injure the domestic industry? 

The standard for that determination is high. The decision must be 

based on evidence that "the threat of injury is real and that actual injury 

is innninent. "110 The decision may not be based on "mere conjecture or 

suppos:i. tion." 111 As the Connnission' s reviewing court has ruled, the mere 

possibility of future material injury does not meet the "real and iJTDninent" 

standard set forth in the statute. 112 

With these propositions in mind, we turn to the information respecting 

the statutory threat factors. 

B. The Canadian Pork Industry and the Subsidies Found by Connnerce 

1o9 19 U.S.C. § 1677(7) (F). 

110 19 U.S.C. § 1677(7)(F)(i). 

111 -19 U.S. C. § 16 77 ( 7) ( F) (ii) . 

112 Alberta Gas Chemicals. Inc. v. United States, 515 F. Supp. 780, 791 (Ct. 
Int'l Trade 1981). 

·,,_ 
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The parties to this case agree with the Commission staff<'-that the U.S. 

and Canadian pork industries together.comprise a North American market for 

pork. In that North American market, the domestic industry accounts for 

approximately 85 percent and the Canadian industry approximately 15 percent 

of pork production. Because of the relative sizes of the Canadian and U.S. 

industries, Canada would have to expand its production by more than 5 percent 

and export all of the increase to the United States in order to capture an 

additional 1 percent of apparent U.S. consumption. In order to double its 

peak 3.4 percent penetration of- the U.S. market, the Canadian industry would 

have to expand its production by nearly 20 percent. The essential issue is 

whether the evidence on the record indicates that expansion of Canadian 

production and exports_ to the United States in quantities that would have a 

material impact on the domestic industry is imminent. 

In a subsidies case, the statute directs the Commiss~on's attention 

first to an assessment of the subsidies to determine whether they are likely 

to generate more imports into the United States. 113 In this regard, 

Petitioner points to several Canadian programs that were deemed not' to be 

countervailable by the Commerce Department. 114 The statute makes clear that 

our consideration of subsidies is limited to "such information as may be 

presented • • • by the administering authority [Department of Commerce] as to 

113 19 U.S.C. § 1677(7)(F)(I). Future citations to 19 U.S.C. § 1677(7)(F) 
identify the specific factors listed in that section to which the discussion 
relates. Severa1 of the factors listed in the section, inc'l-uding VII, VIII 
and IX, are inapplicable to this case. 

114 Petitioner's Prehearing Brief at 90-02. 
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the nature· of the subsidy. 11115 We will therefore rely on the Conunerce 

Department determination116 in this matter and consider. only those programs'.' 

determined by that agency to confer ·countervailable subsidies .. 

Conunerce found eighteen federal and provincial subsidies to be 

countervailable. In· the aggregate, these subsidies conferred benefits 

amounting to CAN $0.036 per pound of pork produced in five Canadian 

provinces. In all but two of these programs, Conunerce calculated. the 

benefits of the subsidy to be on the order of tenths, hundredths, or even 

thousandths of a cent per pound. We will limit our discussion to the two 

programs whose benefits exceed CAN $0.01 per pound. 

The first of these programs is the Canadian federal government's 

tripartite agreement program. Under these agreements, the federal· 

government, provincial governments, and/or producers agree to contribute to a 

fund from which hog growers can receive payments if the market price of hogs 

falls below a "support price." The support price is calculated by a formula 

derived from the cash costs of production during a 13-week period; Conunerce 

calculated that this program confers a benefit on ·hog producers of 

CANS0.012486 per pound. 117 

The second subsidy program deemed to confer benefits greater than CAN 

· $0.01 per pound was the Quebec Farm Income Stabilization Insurance Program. 

As the name implies, this fund was established to guarantee Quebec farmers 

115 19 U.S.C. § 1677(7) (F) (I). 

116 Final Affirmative Countervailing Duty Determination: Fresh, Chilled, and 
Frozen Pork from Canada, 54 Fed. Reg. 30,774 (July 24, 1989) 9 reprinted in' 
Report at appendix B. · ' -

117 Id. at 30,777-8, Report at B-8-10. 



78 

who meet the size. criteria (300 insurable hogs or 15 insurable sows) a net 

annual income. The benefit amounts to CANS0.019582 per pound of pork. 118 

Two initial points are gennane to an assessment of these subsidies. 

First, the .subsidies are not export subsidies in that they do not.provide 

greater benefits.·for pork exported from Canada than for pork sold in that 

country. Se~ond, the benefits conferred are relatively small, amounting to 

only 2.9 percent of the average price of pork in the North American market 

during 1988. 

Both these sub~idy programs confer benefits on the production of hogs, 

not the production of pork. A subsidy of this kind would affect U.S. pork 

producers if it resulted .in lower costs of hogs to· pork producers. 119· 

However, Petitioners' .oWn arguments refute this theory. According to 

Petitioners, ~packers respond to changes in prices of pork prices [sic] by 

making irmnediate changes in the price they pay for hogs,. rather than in the 

amount of pork they 'produce' . 11120 In other words, Petitioners maintain that 

the price of h9gs is driven by the price of pork, with the supply of pork 

remaining relatively constant in the .short term. By _Petitioners' own 

testimony, therefore, Canadian subsidies may insulate hog growers from 

fluc;:tuations in pork prices, but·, assuming Petitioners' analysis of the 

118 Id. at 30, 781, Report at B-13. 

119 ·But for the countervailing duties on Canadian swine imports, these 
benefits would also be available to U.S. pork processors. 

120 Petitioner's Prehearing Brief at 88. 
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market to be correct, the subsidies provide no cost advantage to pork 

producers in Canada. 121 

Perhaps recognizing this dilemma, Petitioners argue that the impact of .·. 

the subsidy is to insulate the hog grower from the "hog cycle," meaning that 

growers will constantly have a large supply of hogs available for the 

packers, and that the threatened injury flows from this' fact. The argument 

runs that this assured supply of hogs allows the packers to operate at peak 

capacity and to produce more pork for export • 

.. The evidence does not support this proposition, 122 but even if it did, 

there would be no credible basis for predicting any increased threat to the 

United States pork industry. For one thing~ Petitioners' own arguments 

suggest that the principal effect of changes in hog supply is to change the 

price paid to the hog grower, rather than to change packers' operations. 

Second, the subsidy has been in effect for some time and there is no basis 

for presurn1ng that it' threatens a harm that has not yet been 9bserved. 

Third, the magnitude of the subsidy and the size of the Canadian and U.S. 

industries strongly suggest that increased shipments of pork from Canada to 

the United States would be insufficient to constitute a material threat to 

121 Indeed, according to the U.S. Department of Agriculture, the price of pork 
in Canada and the United States is approximately the same after adjusting for 
differences in transportation costs and exchange rates. Report at A-45. 

122 If anything, the Canadian hog cycle appears ~orse than the U.S. hog cycle. 
Petitioner agrees that the Canadian hog cycle during the 1980s resulted in 
fluctuations in production of 291,000 hogs. Petitioner's Post-Hearing Brief 
at 6. Canadian hog.production at its 1980s peak amounted to 1,428,000 head 
(1989 estimate). Petitioner's Prehearing Brief.at 66-B .. The cycle in Canada 
therefore resulted in a 20 percent decline .in the hog· population measured from 
the peak population. In 1981-82, hog production in the United States dropped 
from a peak of 93,853,000 to 85,189,000, less than a 10 percent decline from 
the peak year. Live Swine, supra, USITC Pub. 1733 at A-22. 
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the domestic pork industry. In 1984, Canadian pork exports to the United 

States peaked at 3.4 percent of U.S. domestic consumption during the period 

of investigation. 123 While the 1985 countervailing duty on swine may have 

encouraged a shift from swine to pork imports, the Canadian penetration of 

the pork market has never surpassed the 3.4 percent figure. 124 To surmise on 

the basis of subsidy programs with a very small (2.9 percent) benefit 

relative to the price of the supported product that the market penetration is 

poised to increase over historic levels would be entirely speculative. 125 

Furthermore, the threat issue must be addressed in the context of the 

relative sizes of the Canadian and U.S. shares of the North American market. 

The percentage of Canadian pork production exported to the United States 

reached its peak of 25 percent in 1987. This constituted only 3.4 percent of 

apparent U.S. domestic consumption that year. In 1988, Canadian exports to· 

the.United States dropped to 18 percent of production ·as the Canadians 

expanded their pork exports to Japan. Petitioner·claims that the 1988 Japan 

export binge was a one-time opportunity presented by a problem with pork 

production in Japan '.s. traditional source market, Taiwan. ·However, even if 

all of Canada's 1988 exports had been directed to the United States, Canadian 

imports still would have amounted to less than 5 percent of 1988 apparent 

123 Live Swine and Pork from Canada, Inv. No. 701-TA-224 (Final), USITC Pub • 
. 1733 at A-40 (July 1985). This figure includes shipments of fresh, frozen, or 
chilled pork and pork processed in the United States from Canadian hogs. 

124 If one adds in the imports of swine subject to a countervailing duty, the 
ra~io of pork from Canadian swine to apparent domestic consumption reaches 
approximately 4 percent in 1988. Report at A-41. 

125 19 U.S.C. § 1677(7)(F)(III),(IV). 
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domestic consumption. Petitioners indeed recognize the different sizes of 

the United States and Canadian markets, stating that "excess Canadian hog 

production is insufficient to offset [the] reduction in the U.S. hog supply". 

during the bottom portion of the hog cycle. 126 

The ability of Canadian pork packers to generate even larger quantities 

of pork for export to the United States is unclear. 127 The Canadian industry 

has suffered persistent labor disputes during the past three years, a factor 

that apparently caused the increase in the export of live swine to the United 

States. However, as mentioned above, even if those swine otherwise would 

have been imported as fresh, frozen, or chilled pork, Canadian imports would 

not have reached levels sufficient to injure the U.S. pork industry 

materially. 128 

Finally, the Commission has received scant evidence regarding increased 

capacity to process pork in Canada. 129 According to the Canadian Pork 

Council, an initial report received by the Commission of a new processing 

plant in Alberta was erroneous. 130 Although there is testimony that two 

plants in Alberta were recently renovated, the Commission has no evidence 

regarding the amount of increased capacity resulting from these renovations. 

C. Sensitivity of the Domestic Industry to Increased Imports. 

126 Petitioner's Prehearing Brief at 5. 

127 19 U.S.C. § 1677(7) (F) (III). 

128 See note 125, supra. 

1 ~ 19 U.S.C. § 1677(7)(F)(II). 

130 Report at A-39. 
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·The domestic pork packing industry is in a transitional phase. As one 

observer noted, the industry is becoming "more industrialized, streamlined, 

cost-conscious .... 131 To achieve this goal, the industry is consolidating its 

operations, resulting in pork packing conducted "on a mass:i,ve scale. 11132 In 

1988., 2. 3 percent of the hog slaughter facilities were r.esponsible for 66 

percent of all conunercial slaughter. 133 Furthermore, in order.to insulate 

themselves from the vicissitudes of the packing business, many pork packers 

are starting or expanding their processing operations to take advantage of 

the higher value added by downstream products. 134 

This process has not been without associated pains. Labor problems 

surfaced as new.owners of packing operations opened labor agreements for 

renegotiation. 135 New companies .have entered the packing industry as others 

have departed. However, while several packing plants have closed, one. 

partnership associated with an integrated hog raising-pork packing operation 

expe~ts to increase its holdings of sows from 10,000 to 25,000 in the near 

term, with a goal of 2 million hogs by 1993. 136 Another company that 

accounts for 10 percent of domestic fresh pork production has.opened five 

131 "SIPCO's Pork Move: The Changes It Brings," Meat and Poultry, April 
1988, p.22, quoted in the Report at A-17. 

132 d .I_. 

133 Report at A-17. 

134 Report, Appendix E (excerpts from Securities and Exchange Conunission 
filings of Wilson Foods and Farmland Foods). 

135 Report at A-18. 

136 Report at A-19. 
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packing plants since 1982. 137 The problems facing the domestic industry 

therefore are the result of internal reorganization; they are neither the 

result of import competition nor do they indicate a particular sensitivity to 

such imports. Rather than suggesting a particular weakness in the domestic. 
a ... 

. . 

industry, these changes indicate that the industry is becoming increasingly 

' 
competitive. Indeed, one processor that recently closed its packing 

facilities to concentrate on processing, 138 complained that its prices of raw 

pork "were among the highest ever experienced. 11139 

Because pork is expensive to store, pork packers do not keep 

inventories. 140 The concepts corresponding to inventory in the packing 

industry are hours worked and capacity utilization, i.e., because fresh pork 

is sold inunediately, a lag in sales that suggests an industry susceptible to 

threat will result in lay-offs and unused capacity rather than an increase in 

inventory stocks. Neither data on employment nor computations of capacity 

utilization, however, remotely suggest the likelihood that the industry is in 

inuninent danger of material injury. During the three years under 

investigation, capacity utilization was consistently over 100 percent, and 

the number of workers and hours worked increased every year. 141 The only 

137 Report at A-30 - A-32. 

138 Apparently, this decision was motivated at least in part by labor­
management difficulties. Report at A-19. 

139 Report at B-35 (Securities and Exchange Conunission filing of Geo. A. 
Hormel & Co.). 

140 Report at A-26. 

141 Report at A-24, A-27. 
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conclusion possible is that the U.S. p9rk industry is not in inuninent danger 

of material injury. 

.CONCLUSION 

For the foregoing reasons we conclude that the U.S. industry producing 

pork is neither m~terially inju!ed n?r threatened with material injury by 

reason of subsidized imports of pork from Canada. 
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INFORMATION OBTAINED IN THE INVESTIGATION 

Introduction 

On May 8, 1989, the United States Department of Conunerce (Conunerce) 
published in the Federal Register (54 F.R. 19582) its preliminary determination 
that producers and exporters in Canada of fresh, chilled, or frozen pork (pork) 1/ 
are being provided benefits that constitute subsidies within the meaning of the 
countervailing duty law. Accordingly, effective that date, the United States 
International Trade Conunission (Commission) instituted countervailing duty 
(CVD) investigation No. 701-TA-298 (Final) under the provisions of the Tariff 
Act of 1930 to determine whether an industry in the United States is materially 
injured, or threatened with material injury, or the establishment of an 
industry in the United States is materially retarded, by reason of imports of 
such merchandise into the United States. Conunerce made its final determination 
with respect to subsidies on July 24, 1989; the Commission notified Commerce of 
its final determination with respect to injury on September 5, 1989. 

Notice of the Commission's investigation and the public hearing to be held 
in connection therewith was given by posting copies of the notice in the Office 
of the Secretary, U.S. International Trade Conunission, Washington, DC, and by 
publishing the notice .in the Federal Register of May 25, 1989 (54 F.R. 22634). 21 
The hearing was held in Washington, DC, on August 1, 1989. 11 

Background 

This investigation results from a petition filed on January 5, 1989, with 
the Commission and Commerce by counsel on behalf of the National Pork Producers 
Couricil (NPPC), Des Moines, IA, and others~/ alleging that an industry in the 
United States is materially injured, or is threatened with material injury, or 

1/ Fresh and chilled pork are provided for in subheadings 0203.11.00, 
0203.12.90, and 0203.19.40 of the Harmonized Tariff Schedule of the United 
States (HTS); frozen pork is provided for in HTS subheadings 0203.21.00, 
0203.22.90, and 0203.29.40. This definition encompasses fresh, chilled, or 
frozen pork that is not otherwise processed, prepared, or preserved. 
21 A copy of the Conunission's Federal Register notice is presented in app. A; a 
copy of Conunerce's Federal Register notice is presented in app. B. 
11 A list of witnesses who appeared at the Conunission's hearing is presented in 
app. C. 
!/ Arkansas Pork Producers' Council, Atkins, AR; Colorado Pork Producers' 
Council, Eaton, CO; Idaho Pork Producers' Association, Caldwell, ID; Illinois 
Pork Producers' Association, Springfield, IL; ·Indiana Pork Producers' 
Association, Indianapolis, IN; Iowa Pork Producers' Association, Clive, IA; 
Michigan Pork Producers' Association, Lansing, MI; Minnesota Pork Producers' 
Association, Albert Lea, MN; Nebraska Pork Producers' Association, Lincoln, NE; 
North Carolina Pork Producers' Association, Raleigh, NC; North Dakota Pork 
Producers' Council, Leith, ND; Ohio Pork Producers' Council, Westerville, OH; 
Wisconsin Pork Producers' Association, Lancaster, WI; National Pork Council 
Women, Des Moines, IA; ConAgra Red Meats, Inc., Greeley, CO; Dakota Pork 
Industries, Inc., Minneapolis, MN; Farmstead Foods, Albert Lea, MN; IBP, Inc., 
Dakota City, NE; Illinois Pork Corporation, Monmouth, IL; Thorn Apple Valley, 
Southfield, MI; Wilson Foods, Oklahoma City, OK. 
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the establishment of an industry in the United States is materially retarded, 
by reason of imports of pork from Canada that are alleged to be subsidized by 
the Government of Canada. In response to that petition, 1/ the Conunission 
instituted investigation No. 701-TA-298 (Preliminary) under section 703(a) of 
the Tariff Act of 1930 (19 U.S.C. § 167lb(a)). On February 21, 1989, the 
Conunission notified Commerce that there is a reasonable indication that an 
industry in the United States is materially injured, or is threatened with 
material· injury, by reason of such imports (54 F.R. 8835, March 2, 1989). 

Previous Investigations Involving 
Fresh, Chilled, or Frozen Pork 

The Conunission has conducted one previous countervailing duty 
investigation on live swine and pork from Canada. Investigation No. 701-TA-224 
(Preliminary) was instituted on November 2, 1984, and resulted in an 
affirmative determination (USITC Publication 1625, December 1984). 
Investigation No. 701-TA-224 (Final) was instituted on April 3, 1985. In the 
final investigation, the Conunission found that there were two like products-­
live swine and fresh, chilled, or frozen pork. The Conunission determined 2../ 
that an industry in the United States was materially injured by reason of 
subsidized imports of live swine from Canada, but that an industry in the 
United States was not materially injured or threatened with material injury, 
and that the establishment of an industry was not materially retarded, 1/ by 
reason of subsidized imports of fresh, chilled, or frozen pork from Canada 
(USITC Publication 1733, July 1985). 

On August 15, 1985, the U.S. Department of Conunerce published a 
countervailing duty order on live swine from Canada (50 F.R. 32880). The 
import relief measures instituted as a result of the Conunission's investigation 
are still in effect. !!/ 

The Conunission also conducted an investigation under section 332 of the 
Tariff Act of 1930 on the "Conditions of Competition between the U.S. and 
Canadian Live Swine and Pork Industries" (Inv. No. 332-186). The Conunission 
reported its finding to the Senate Conunittee on Finance in November 1984 (USITC 
Publication 1615, November 1984). 

11 On Mar. 8, 1989, counsel for the petitioners notified the Conunission that 
Farmland Foods was also a petitioner ·and on Aug. 2, 1989, counsel for the 
petitioners notified the Commission by letter that, due to recent changes in 
each company, Illinois Pork and Dakota Pork wished to withdraw as petitioners 
in this proceeding. Illinois Pork has recently become the subject of an 
assignment for the benefit of creditors, a liquidation procedure.under Illinois 
state law. Dakota Pork recently experienced a change in ownership, with a 
concomitant change in name and corporate restructuring. 
2..1 Commissioner Liebeler dissenting. 
11 Conunissioner Eckes dissenting. 
!±/ On May 19, 1989, the Subconunittee on Livestock, Dairy, and Poultry of the 
Conunittee on Agriculture, U.S. House of Representatives, held a public hearing 
in Sioux City, IA, to "review the inspection and increased importation of 
Canadian market swine and pork products." The transcript of that public 
hearing (Serial No. 101-16) has been incorporated into the Conunission's record 
of this investigation. 
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The Product 

Description and uses 

This investigation includes all fresh, chilled, or frozen meat (ediple 
muscle) of swine that has not been processed, prepared, or preserved and that 
is fit for human consumption. Processed fresh, chilled, or frozen pork arid 
prepared or preserved meat of swine, such as cured ham, bacon, and sausage, is 
not included in this investigation. Canadian and U.S. fresh, chilled, or 
frozen pork are essentially the same, with certain marginal differences as 
described further in this section of the report. 

Meat of swine.--In conunon usage, meat of swine is referred to as pork, 
which is light red in color. White fat covers much of the swine carcass, and 
some fat is dispersed throughout the meat. Figures 1 and 2 show the location 
of the various cuts of the swine carcass. Figure 3 shows the weight and share 
of the carcass accounted for by various cuts of a typical swine carcass. 

The average live weight of Canadian swine slaughtered in the United States 
in 1988 was 225 pounds; it was 223 pounds for those slaughtered in Canada. The 
average live weight of U.S. swine slaughtered in that same year was 249 pounds. 
According to officials of the Canadian Pork Council (CPC) ,·1/ the lighter 
average weight of Canadian swine reflects, in part, the Canadian Hog Carcass 
Grading/Settlement System,.which rewards leaner animals that are typically 

.somewhat smaller than U.S. swine animals. The smaller and leaner Canadian 
animals yield smaller and leaner pork cuts. The CPC officials further contend 
that the leaner Canadian swine reflect in large measure genetic improvement 
through selective breeding. Thus, they contend that Canadian swine are 
relatively leaner independent of slaughter weights. 

The current Canadian Hog Carcass Grading/Settlement System, which became 
effective on March 31, 1986, is a program administered by the Canadian Federal 
Government and is used to evaluate carcasses of an estimated 99 percent of all 
Canadian swine sold for slaughter, and it is the basis on which farmers are 
paid for swine. Under the system, swine carcasses receive a numerical rating, 
referred to as "the index," based on the carcass weight and the lean yield of 
the carcass as measured by an employee of the Canadian Federal Government. 

Fhure l. 
PRIMAL (WHOLESALE) CUTS AND BONE STRUCTURE OF PORK 

PICNIC SHOULDER SPARERIBS BACON (SIDE PORK} 

11 A trade association representing swine growers in Canada. 
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Index points are deducted for undesirable characteristics, such as abnormal fat 
color or texture and other factors. Swine are purchased on a liveweight basis; 
however, meatpackers pay farmers on the basis of the index number derived from 
the animal. Purchasers pay an additional 1 percent for each index point above 
"index 100" and are. reimbursed 1 percent for each index point less than 100. 
In the United States, carcasses and live swine are graded by the U.S. 
Department of Agriculture on the basis of yield--meaning the percentage of 
primal cuts (hams, loins, picnic shoulders, etc.) obtained from the major parts 
of the carcass. There are five yield grades: one, two, three, four, and 
utility. Grade one has the highest percentage of retail cuts, and grade 
utility has the lowest. In place of the USDA system, many meatpacking 
companies administer their own grading systems. Some packers contend that the 
USDA grades are too broad. Other packers report that by using their own 
grading systems, they can more effectively reward growers for producing the 
types of carcasses they prefer for their individual operations. Most 
slaughtered Canadian swine yield a carcass that weighs .about 176 pounds, or 
about 79 percent of the live weight. The Canadian carcass includes the head 
and kidneys as well as leaf fat, which is internal fat surrounding intestines 
and organs, including the kidney. 

Most slaughtered U.S. swine ·yield a carcass that weighs about 177 pounds, 
or about 71 percent of the live weight. The U.S. carcass does not include the 
head or kidneys and excludes the leaf fat, thus accounting for the differences 
between the two yields. · 

Pork that is ready for cooking and consumption without further processing 
is referred to as fresh pork, and a significant portion of some pork cuts, such 
as loins, are so consumed. Overall, according to the NPPC, approximately two­
thirds of all fresh pork ends up being further processed, prepared, or 
preserved. The fresh pork that is consumed in Canada and the United States is 
primarily from domestically raised slaughter hogs (swine slaughtered at the age 
of about 6 months old). · 

Live swine.--In general usage, swine are referred to as hogs and pigs. 
The term "hogs" generally refers to mature animals and "pigs" to young animals. 
Swine are monogastric, litter-bearing animals that may weigh from 400 to 600 
pounds at maturity, depending on breed and sex. In Canada and the United 
States, most swine are slaughtered for meat when they are no longer used for 
breeding. Carcasses of boars (male swine) sometimes acquire boar odor, an 
unacceptable odor that renders the meat unfit for human consumption. When such 
odor is detected by USDA inspectors, the carcass is condemned. 

Swine are omnivorous and adapt to various types of feed (diets). They are 
highly efficient in converting grain and protein supplement to meat. In the 
United States, the typical swine feed consists of corn and soybean meal with 
mineral and vitamin supplements. In western Canada, the typical feed is barley 
and soybean meal with mineral and vitamin supplements, and in eastern Canada, 
the typical feed is corn and soybean meal with supplements. 1/ 

Worldwide, live swine are divided into three types, on the basis of 
usage--meat type, lard type, and bacon type--although all three types yield at 

1/ At the staff conference in the preliminary investigation, the petitioner 
maintained that the types of feed used in all parts of North America were 
essentially the same--grain protein supplement diets. Transcript, pp. 59-60. 
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least some of the other products. For many years, almost all swine raised in 
Canada and the United States have been of the meat type, and meat production is 
virtually the only purpose for which they are kept. 

Swine may be white, dark red, brown, black, or any combination, depending 
on breed. The most common breeds of swine in the United States are the Duree, 
Yorkshire, Hampshire, Spotted Swine (commonly called "Spots"), Landrace, 
Chester White, Berkshire, and Poland China. Most swine in the United States 
are not purebred but instead have bloodlines of two or more breeds. 

Live swine are raised in Canada in much the same way as ·in the United 
States. The most common breeds of swine in Canada are the Yorkshire, which 
accounts for nearly one-half of the total, and Landrace, which accounts for 
about one-third; other breeds include the Hampshire, Duroc, and Lacombe. In 
Canada, the Yorkshire, Landrace, and Lacombe are referred to as white breeds, 
and the Hampshire (which is black with a white band around the shoulder) and 
Duree (which is brick red) are referred to as colored breeds. Many farmers 
breed so-called colored boars with white sows. These farmers contend that the 
resulting litters are more hardy and profitable than purebred animals of any 
single breed. 

Although the Canadian pork cuts exported to the United States during 1986-
88 were quite similar to the U.S. cuts, the mix of such cuts was not 
proportionate to U.S. production. As shown in figure 3, there is greater U.S. 
production of loins and bellies and less of hams and shoulders than in Canada. 
The mix of cuts exported from Canada to the United States remained rather 
stable during 1986-88, as presented in the following tabulation (in percent): 

Hams • ••••••••••••••••••••••• 
Shoulders ········~·······~· 
Loins ..................... ·. 
Bellies ................... . 
Side and regular spare ribs. 
Carcasses and sides .••••••• 

Total ................... . 

Manufacturing process 

38 
28 
10 
13 

6 
_5 
100 

1987 

35 
29 
13 
13 
5 

_5 
100 

1988 

37 
30 
14 
10 
5 

___!! 
100 

The manufacturing process is the same in both the United States and 
Canada. In the slaughtering operation, live swine are inspected, stunned 
(usually by an electric charge), bled, eviscerated, scalded, dehaired, and 
partially decapitated. The animal's carcass is then generally split along the 
spinal column and chilled; the carcass may be partially or fully processed at 
the meatpacking plant or shipped to retail outlets fo~ processing. The carcass 
is cut up to yield hams, loins, chops, and other parts as shown in figures 1 
and 2. · 

Many of the packers also process pork into sausage, ground pork, and other 
pork-related products. Some cuts of pork are usually prepared or preserved so 
as to alter the taste, consistency, or appearance of the meat and extend the 



A-8 

shelf life. Smoking, drying, or injection ·of curing agents are conunon methods 
used to prepare or preserve pork. 1/ 

Substitute products 

Domestic interests contend that live swine are substitutes for pork 
carcasses and pork cuts, at least for some packer/processors. As a source of 
animal protein, pork competes with beef and poultry. Table 1 shows that per 
capita consumption of beef on a retail-weight basis declined by 7 percent 
between 1979 and 1988; pork consumption declined by less than 1 percent, but 
poultry meat consumption increased by 36 percent. 

Table 1 
Beef, pork, and poultry meat: Apparent per capita consumption in the United 
States, 1979-88, January-March 1988, and January-March 1989 

Qyantit~ (pounds} 
Beef Po[k Poultr~ Meat ll 
Carcass Retail Carcass Retail 

Period weight weight weight weight Retail weight 

1979 ••••• 105.4 78.0 68.4 63.4 60.1 
1980 ••••• 103.2 76.4 73.2 68.0 60.3 
1981. •••• 104.2 77.1 69.9 .64.9 62.0 
1982 ••••• 103.7 76.8 62.5 58.5 63.4 
1983 ••••• 105.7 78.2 65.7 61.9 64.7 
1984 ••••• 105.5 78.1 65.3 61.5 66.5 
1985 ••••• 106.5 78.8 65.8 62.0 - 69.7 
1986 ••••• 107.3 78.4 62.1 58.6 72.0 
1987 ••••• 103.3 73.4 62.5 59.1 77 .8 
1988 ••••• 102.2 72.5 66.9 63.2 81.9 
Jan - Mar: 

1988 ••• 25.6 18.1 16.3 15.3 19.4 
1989 ••• 24.1 17.1 16.2 15.4 19.7 

1/ Chicken and turkey. 
21 Retail and carcass ~eight are virtually the same for poultry. 

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

2l 

Many consumers consider poultry meat to be a good economic value in 
relation to red meats, and perceived health concerns among some consumers may 
have affected demand for pork and red meats. Another factor is the aggressive 
campaign by the poultry industry to cater to a convenience-conscious public by 
providing prepackaged products like chicken nuggets and chicken fingers and by 
building brand loyalty among consumers. Brand loyalty is built by advertising 
and coupon campaigns, and prepackaging saves consumers time. Some pork 
packers, such as Wilson and ConAgra, are moving to imitate the poultry industry 

l/ Pork that.is cured, prepared, preserved, or processed is outside the scope 
of this investigation. 
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by introducing "lite" pork products, with lower amounts of fat and fewer 
calories, and by attempting to build brand loyalties. 

U.S. Regulatory Treatment 

U.S. tariff treatment 

The products covered by this investigation are fresh, chilled, and frozen 
pork, classifiable under Harmonized Tariff Schedule subheadings 0203.11.00, 
0203.12.90, 0203.19.40, 0203.21.00, 0203.22.90, and 0203.29.40 and previously 
provided for under Tariff Schedules of the United States Annotated items 
106.4020 and 106.4040. The colwnn 1-general rate of duty (the duty rates 
applicable to imports from Canada) for these HTS subheadings is free. 
Specifically excluded from this investigation are any processed or otherwise 
prepared or preserved pork products such as canned hams, cured bacon, sausage, 
and ground pork. 

Health and sanitary regulations of the USDA 

Certain health and sanitary regulations with respect to U.S. imports of 
live swine and pork are administered by the USDA and the U.S. Customs Service 
to protect the U.S. livestock industry and to ensure an adequate supply of safe 
meat for the consumer. For example, sources of imports of pork are limited to 
those countries that have been declared free of rinderpest and foot-and-mouth 
diseases 1/ by the U.S. Secretary of Agriculture. 2/ Canada has been declared 
free of such diseases, but because of the existence of these diseases in many 
of the pork-producing countries of Eur~pe, pork imported from these countries 
is usually cooked, canned, or cured. 

With respect to the preparation of the products covered, section 20 of the 
Federal Meat Inspection Act (21 U.S.C. 620 and 661) requires that foreign 
countries exporting meat to the United States enforce inspection and other 
requirements that are at least equal to those applicable to the preparation of 
like products at federally inspected establishments in the United States. The 
act also requires that the imported products be subject to inspection and other 
requirements upon arrival in the United States in order to identify these 
products and further ensure their freedom from adulteration and misbranding at 
the time of entry. However, section 20 does not provide that the imported 
products be inspected by U.S. inspectors during their preparation in the 
foreign country. 

Although many countries are eligible to export meat to the United States, 
riot all plants within each country are so eligible. In Canada, virtually all 
federally inspected plants are eligible to export to the United States. As a 
country, Canada has long been eligible to export meat to the United States, and 
as of December 31, 1988, 615 plants within Canada were so eligible. 

11 Rinderpest and foot-and-mouth diseases are highly contagious, infectious 
diseases that can afflict cloven-footed animals (such as cattle, sheep, swine, 
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 hi.tman health. 
21 Pursuant to sec. 306 of the Tariff Act of 1930 (19 U.S.C. 1306). 
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During 1988, 2.7 million pounds of fresh, chilled, or frozen pork, 
representing 0.4 percent of the total offered in that year, was refused entry 
into the United States. Approximately 1.6 million pounds of that total was 
from Canada. 

Nature and Extent of Subsidies 

On July 24, 1989, Connnerce published in the Federal Register (54 F.R. 
30774) its final determination that benefits that constitute subsidies within 
the meaning of section 701 of the Tariff Act of 1930 are being provided to 
producers and exporters in Canada of fresh, chilled, or frozen pork products. 
Accordingly, Commerce directed the U.S. Customs Service to continue to suspend 
liquidation of all entries of the subject merchandise from Canada until further 
notice. Liquidation was originally suspended when Commerce made its 
preliminary subsidy determination on May 8, 1989. The period for which 
Conunerce measured subsidization (i.e., the review period) was calendar year 
1988. The estimated net subsidy, as determined by Commerce, is Can$0.08/kg. 
(Can$0.036/lb.) 1/ for all producers and exporters in Canada of fresh, chilled, 
and frozen pork, and de minimis for all producers and exporters in Canada of 
fresh, chilled, and frozen sow and boar meat. 

The following programs were determined by Commerce to confer subsidies: 2/ 

National Programs 
1. Agricultural Stabilization Act/ National Tripartite Red Meat 

Stabilization Program 
2. Feed Freight Assistance Program 
3. Western Diversification Program 
4. Western Transportation Industrial Development Program 

Federal/Provincial Program 
5. Canada/Quebec Subsidiary Agreement on Agri-Food Development 

Provincial 
6. 
7. 
8. 
9. 

10. 

11. 
12. 
13. 
14. 

15. 
16. 
17. 

Programs 
Alberta Crow Benefit Offset Program 
Alberta Department of Economic Development and Trade Act 
Alberta Grant to Fletcher's Fine Foods 
Ontario Farm Tax Rebate Program 
Ontario (Northern) Livestock Improvement and Transportation 
Programs 
Ontario Pork Industry Improvement Plan 
Ontario Marketing Assistance Program for Pork 
Quebec Farm Income Stabilization Insurance Program 
Quebec Productivity Improvement and Consolidation of Livestock 
Production Programs · 
Quebec Regional Development Assistance 
Saskatchewan Hog Assured Returns Program 
Saskatchewan Livestock Investment Tax Credit Program 

l/ Conunission staff estimate, on the basis of the average exchange rate and 
imports in 1988, that the average ad valorem equivalent would be 2.9 percent 
for fresh, chilled, and frozen pork from Canada. 
21 None of these subsidies are considered by Cormnerce to be export subsidies. 
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18. Saskatchewan Livestock Facilities Tax Credit Program 

Brief descriptions of the programs follow: 

Agricultural Stabilization Act/ National Tripartite Red Meat Stabilization 
Program.--The Agricultural Stabilization Act (ASA) provides for the price 
stabilization of certain agricultural commodities, including hogs. The 
tripartite scheme and the provincial program provide for a 5-year phase-in 
period to adjust the differences between the tripartite scheme and the 
provincial programs. The tripartite agreements on hogs are administered by the 
Stabilization Committee (Committee) in conjunction with the Agricultural 
Stabilization Board (Board). The Committee calculates the stabilization 
payments on a quarterly basis in the following manner. First it calculates a 
"support price," which is equal to the cash costs of production in the current 
13-week period plus 93 percent of the average margin in the same 13-week period 
for the preceding 5 years. The margin for any given period is equal to 
the national average market price for the period minus the national average 
cash costs in the period. The difference between the support price and the 
average market price is the amount of the stabilization payment. Stabilization 
payments are triggered in any 13-week period during which the market price 
falls below the support price. Payments are made only on hogs indexing 80 or 
above. 

To determine the benefit under this program, Commerce calculated the 
dressed-weight equivalent of all hogs marketed in the five Provinces 1/ during 
the review period (less sows and boars). To obtain the dressed-weight 
equivalent, Conunerce used the conversion factor of 79.5 percent as provided in 
the Government of Canada's questionnaire response. Since the stabilization 
payments are paid out from a pool of funds which are made up of equal 
contributions from the Federal Government, Provincial Governments, and producer 
premiums, plus interest, Commerce multiplied the stabilization payments made 
during the review period by two-thirds to factor out the producer premiums and 
allocated the result over the dressed-weight equivalent of hogs marketed during 
the review period to obtain an estimated subsidy of Can$0.027486/kg. 
(Can$0.012468/lb.). Because sows and boars are ineligible for benefits under 
this program, Commerce determined the benefit' to be zero for sow and boar meat. 21 

Feed Freight Assistance Program (FFAP).--The Canada Livestock Feed Board 
oversees the FFAP. The board ensures the availability of feed grains to meet 
the needs of livestock feeders, the availability of adequate storage space in 
eastern Canada for feed grain, and price stability for feed grain in eastern 
Canada, British Columbia, Yukon, and the Northwest Territories. Only users of 
grain, i.e., those who buy grain to feed livestock (commercial mills and 
livestock producers), are eligible for assistance. Of the five Provinces, 
livestock owners in only Ontario and Quebec are eligible for assistance under 
the program. Commerce found that no benefits were provided to hog producers in 
Ontario. Therefore, Commerce considered only the assistance provided to 
Quebec producers. 

11 Alberta, Manitoba, Ontario, Quebec, and Saskatchewan. 
21 Net payments to producers under the tripartite program, calculated by deducting 
one-third of the payment made to producers, equaled Can$31.38, Can$25.49, and 
Can$24.18 per hog for the fourth quarter of 1988 and the first two quarters of 
1989, respectively. Petitioner's posthearing brief, p. 8. 
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Commerce verified that 2.7 percent ·Of all payments under this program went 
to livestock growers in Quebec. At verification Commerce found that SO percent 
of feed grains were consumed' by hogs. Therefore, to calculate the benefit to 
hog producers, Commerce used 1.3S percent, SO percent of 2.7 percent of total 
payments as the benefit to hog producers. Commerce divided this amount by the 
dressed-weight equivalent of hogs marketed during the review period in the five 
Provinces to obtain an estimated net subsidy of Can$0.000034/kg. 
(CanS0.000016/lb.). 

Western Diversification Prograro.--This program was established as a S-year 
program with a $1.2 billion diversification fund. Assistance is provided in 
the form of "contributions," either repayable or nonrepayable. Conunerce 
verified that, of the projects approved to date, only one provided benefits on 
the production of hogs or the processing of pork during the review period. 

To calculate the benefit, Conunerce used as best information available the 
nonrepayable contribution disbursed to the one hog/pork~related project during 
fiscal year 1988-89 and divided it by the dressed-weight equivalent of hogs 
marketed during the review period in the five Provinces to obtain an estimated 
net subsidy of Can$0.00010S/kg. (Can$0.000048/lb.) for fresh, chilled, and 
frozen pork and for sow and boar meat. 

Western Transportation Industrial Development Prograro.--This program 
expired in June 1988 and was incorporated into the Western Diversification 
Program. To calculate the benefit under this program, Conunerce divided the 
grants attributable to pork production.during the review period by the dressed­
weight equivalent of hogs marketed during the review period in the five 
Provinces to yield an estimated net subsidy of Can$0.0000S4/kg. 
(Can$0.00002S/lb.) for fresh, chilled, and frozen pork and for sow and boar meat. 

Canada/Quebec Subsidiary Agreement on Agri-Food Deyelopment.--The 
agreement is pursuant to an Economic and Regional Development Agreement between 
the Goverrunent of Canada and the Province of Quebec .. Three programs and seven 
subprograms are funded under the agreement. To calculate the benefit, Commerce 
summed the grants provided to hog-related projects under subprogram 2A during 
the review period and multiplied this sum by one-half to factor out the 
Government of Quebec contribution. Conunerce divided the result by the dressed­
weight equivalent of hogs marketed in the five Provinces during the review 
period to obtain an estimated net subsidy of Can$0.000019/kg. 
(Can$0.000009/lb.) for fresh, chilled, or frozen pork and for sow or boar meat. 

Alberta Crow Benefit Offset Program.--The purpose of this program, which 
is administered by Agriculture Alberta, is to eliminate market distortions in 
~eed grain prices created by the goverrunent's policy on grain transportation. 
The Government of Alberta estimated that lS percent of benefits provided under 
this program went to swine producers. Therefore, to calculate the benefit, 
Conunerce took lS percent of the total amount of benefits to feed grain users in 
Alberta and allocated it over the dressed-weight equivalent of hogs marketed 
during the review period in the five Provinces. On this basis, Conunerce 
calculated an estimated net subsidy of CanS0.003228/kg. (Can$0.001464/lb.). 

Alberta Department of Economic Development and Trade Act.-~The purpose of 
this program is to foster economic development in the Province. Assistance may 
be provided in the form of grants, loans, or loan guarantees. However, only 
loans and loan guarantees have been provided under the program. Loans and loan 
guarantees are only provided to firms that cannot receive financing or 
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equivalent financing from commercial sources. Two pork producers in Alberta 
have received benefits under the program. Gainers, Inc. has received both a 
loan and a loan guarantee from the Province under this program, and Fletcher's 
Fine Foods has received a loan guarantee. 

During the review period, two loan guarantees and one loan were provided 
to pork packers. One loan guarantee was used to obtain a short-term loan; the 
other was used to obtain a long-term loan. Commerce totaled the net benefits 
provided from this program and divided the result by the dressed-weight 
equivalent of hogs marketed in the five provinces during the review period to 
yieid an estimated subsidy of Can $0.000018 kg. (Can $0.000008/lb.) for fresh, 
chilled, and frozen pork and for sow and boar meat. 

Alberta Grant to Fletcher's Fine Foods.--During verification Commerce 
found that Fletcher's Fine Foods had received a grant from the Province of 
Alberta. Company officials stated that the grant was received prior to the 
review period, but no supporting documentation was provided. Because Commerce 
was unable to verify that this grant was provided prior to the review period, 
as best information available Commerce attributed the full amount of the grant 
to the review period. Commerce divided this grant by the dressed-weight 
equivalent of hogs marketed in the five provinces during the review period to 
yield an estimated net subsidy of CanS0.000066/kg. (CanS0.000030/lb.) for 
fresh, chilled, and frozen pork and for sow. and boar meat. 

Ontario Farm Tax Rebate Program.--This program replaced the Ontario Farm 
Tax Reduction Program. Whereas the Ontario Farm Tax Reduction Program provided 
a rebate of 60 percent of total property taxes levied on eligible farm 
properties, the current program provides a rebate of 100 percent of taxes 
levied on outbuildings and properties only. Taxes levied on the residence and 
one acre of land are no longer rebated. Any resident of Ontario who owns and 
pays taxes on eligible properties may receive a rebate. Eligible properties 
are farming enterprises that produce farm products-with a gross value of 
Can$8,000 in southern and western Ontario and Can$5,000 in northern and eastern 
Ontario. Since all farmers in Ontario with a gross value of at least Can$8,000 
are eligible to receive a rebate.under this program, the program is limited to 
a specific enterprise or industry, or group of enterprises or industries, and 
is countervailable only to the extent that farmers in northern and eastern 
Ontario whose gross output is between Can$5,000 and Can$8,000 receive benefits. 

On the basis of data taken from the 1986 Census of Agriculture, Statistics 
Canada, the last year for which complete information is available, the 
Government of Ontario estimated that 4.7 percent of all Ontario swine farmers 
have sales valued within the Can$5,000-Can$8,000 range. To calculate the 
benefit, Commerce multiplied the total amount paid to swine producers in 
eastern and northern Ontario by 4.7 percent during the review period. Commerce 
divided the result by the dressed-weight equivalent of hogs marketed during the 
review period in the five Provinces to obtain an estimated net subsidy of 
Can$0.000020/kg. (Can$0.000009/lb.) for both fresh, chilled, or frozen pork and 
for sow and boar meat. 

Ontario <Northern) Livestock Improvement and Transportation Programs.-­
The purpose of these programs is to aid livestock producers in northern Ontario 
by increasing production through herd improvement. Livestock producers in 
northern Ontario are reimbursed up to 20 percent of the cost of purchasing 
breeding stock and 50 percent of the transportation cost associated with the 
purchase of such breeding stock. 
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To calculate the benefit to swine producers, Conunerce allocated the 
reimbursements made to swine producers during the review period, as reported in 
the questionnaire response, over the dressed-weight equivalent of hogs marketed 
during the review period in the five Provinces to obtain an estimated net 
subsidy of less than Can$0.000001 in either kilograms or pounds for fresh, 
chilled or frozen pork and for sow and boar meat. 

Ontario Pork Industry Improvement Plan (OPIIP).--The purpose of the OPIIP 
is to foster excellence in farm business management and in the adoption of 
improved production technologies. Assistance is provided under a number of 
subprograms. To be eligible for any of the subprograms, a producer must have 
at least 20 sow equivalents (one sow equivalent is equal to one sow or 15 
market-weight hogs marketed annually) and must submit the required production 
records. 

To calculate the benefit, Conunerce swnmed the grants provided under this 
program during the review period and divided the result by the dressed-weight 
equivalent of hogs marketed in the five Provinces during the review period to 
calculate an estimated net subsidy of CanS0.002324/kg. (CanS0.001054/lb.). 

Ontario Marketing Assistance Program for Pork (MAPP).--This program 
assists Ontario pork processors in their efforts to improve market prospects 
for pork sales and to sustain and enhance their ability to compete in global 
pork markets. Pork processors and packers receive grants of 25 percent of the 
total cost of plant upgrading, new technology adoption, or new product 
development. · 

To calculate the benefit, Conunerce swnmed the grants provided under this 
program during the review period and divided the result by the dressed-weight 
equivalent of hogs marketed in the five Provinces during the review period to 
calculate an estimated net subsidy of CanS0.000613/kg. (CanS0.000278/lb.) for 
fresh, chilled, and frozen pork and for sow and boar meat. 

Quebec Farm Income Stabilization Insurance Program (OFISIP).--This program 
stabilizes the income of growers who operate in accordance with certain 
production and marketing standards. The support level is calculated according 
to a cost-of-production model. The program is funded two-thirds by the 
provincial government and one-third by producer assessments. 

Conunerce calculated the benefit by multiplying the total amount of 
stabilization payments made during the review period by two-thirds to factor 
out the producer assessments. Conunerce then divided the result by the dressed­
weight equivalent of hogs marketed during the review period in the five 
Provinces to obtain an estimated net subsidy of Can $0.043170/kg. (Can 
$0.019582/lb.) for fresh, chilled, and frozen pork. Because sows and boars 
slaughtered for meat are ineligible for benefits under this program, Conunerce 
determined the benefit to be zero for sow and boar meat. 

Quebec Productivity Improvement and Consolidation of Livestock Production 
Programs (QPICLP).--The program is divided into eight subgroups. Swine growers 
are only eligible for one subprogram, the Farm Buildings Improvement Program. 
Under this subprogram, grants are provided to convert existing piggeries to 
farrow-to-finish operations. Grants cover up to 30 percent of the actual cost 
of conversion. Producers operating farrowing piggeries must maintain between 
40 and 80 sows, and finishing piggeries must maintain between 500 and 1,000 
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hogs. Maximum assistance is Can$200 per sow and Can$25 per hog, with a maximum 
of Can$15,000 per farm operation for the duration of the program. 

To calculate the benefit, Commerce summed the grants provided under this 
program during the review period and divided the result by the dressed-weight 
equivalent of hogs marketed in the five Provinces during the review period to 
calculate an estimated net subsidy of Can$0.000010/kg. (Can$0.000005/lb.) for 
fresh, chilled, and frozen pork and for sow and boar meat. 

Quebec Regional Development Assistance (QRDA).--This program consists of 
four subgroups. Swine growers are only eligible for the Assistance for 
Transporting Livestock subprogram. This subprogram provides eligible farmers 
financial assistance for transporting animals to a slaughterhouse or to a 
public market. To be eligible for assistance under this program, swine growers 
must be located in one of the five agricultural regions. The assistance 
offered varies according to the zone in which the applicant's operation is 
located. 

To calculate the benefits, Commerce divided the amount of payments made to 
hog producers during the review period by the dressed-weight equivalent of hogs 
marketed during the review period in the five Provinces to obtain an estimated 
net subsidy of Can$0.000025/kg. (Can $0.000011/lb.) for fresh, chilled, and 
frozen pork and for sow and boar meat. 

Saskatchewan Hog Assured Return Program (SHARP).--This program provides 
stabilization payments to Saskatchewan hog producers when market returns fall 
below a designated "floor price." To be eligible, a grower must own market 
hogs that are raised and finished to slaughter weight on the production unit, 
or that are purchased as weaning or feeder hogs and fed a minimum of 60 days. 
Coverage is limited to 1,500 hogs per producer per quarter. The program is 
funded through producer premiums and matching funds from the Provincial 
Government. 

To calculate the benefit, Commerce multiplied the total amount of 
stabilization payments made to hog producers in 1988 by one-half to factor out 
producer premiums and divided the result by the dressed-weight equivalent of 
hogs marketed during the review period (less sows and boars) in the five 
Provinces to obtain an estimated net subsidy of CanS0.001408/kg. 
(CanS0.000639/lb.) for fresh, chilled, and frozen pork. The estimated net 
subsidy is zero for sow and boar meat because sows and boars are ineligible for 
benefits under this program. 

Saskatchewan Livestock Investment Tax Credit Program CSLITC).--This 
program provides tax credits to livestock growers who pay income taxes and 
whose livestock are fed in Saskatchewan. Hog growers are eligible for a tax 
credit of Can$3.00 per hog. - There is a Can$100 deduction from the credit in 
each year the tax credit is claimed. If any portion of the tax credit is not 
used, it may be carried forward for up to 7 years. 

To calculate the benefit, Commerce divided the tax credits net of 
deductibles by the dressed-weight equivalent of hogs marketed during the review 
period (less sows and boars) in the five Provinces to obtain an estimated net 
subsidy of CanS0.000721/kg. (CanS0.000327/lb.) for fresh, chilled, and frozen 
pork. The estimated net benefit is zero for sow and boar meat because sows and 
boars are ineligible for benefits under this program. 
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Saskatchewan Livestock Facilities Tax Credit Program CSLFTCP).--This 
program provides tax credits to livestock growers for investment in livestock 
production facilities. The credits are deductible only from Provincial taxes. 
Investments covered under this program include new buildings, improvements to 
existing livestock facilities, and any stationary equipment related to 
livestock facilities. During the review period, livestock growers were 
eligible for a tax credit of 15 percent of 95 percent (14.25 percent) of the 
total facilities investment. Participants may carry forward any unused credit 
for up to 7 years. 

To calculate the benefit, as best information available, Conunerce divided 
the total tax credits claimed by hog producers by the dressed-weight equivalent 
of hogs marketed during the review period in the five Provinces to obtain an 
estimated net subsidy of Can$0.000355/kg. (Can $0.000161/lb.) for fresh, 
chilled, and frozen pork and for sow and boar meat. 

The U.S. Industry 

Live swine growers 

Swine are grown throughout the United States, but production is 
concentrated in the North Central States. 1/ In 1988, there were 333,500 swine 
enterprises 2/ in the United States. Of these, 166,500, or 50 percent, were 
located in the North Central States. These enterprises accounted for 78.7 
percent of hogs raised in the United States in 1988. l/ 

Pigs are born (farrowed) after a gestation period that is normally 114 
days. A few days after birth, most male pigs are castrated and are thereafter 
referred to as barrows. The barrows and gilts (female swine that have not 
farrowed) are raised to a weight of about 40 to 50 pounds in about 2 months. 
These animals are referred to as feeder pigs, and the businesses that raise 
them are referred to as feeder pig producers. The feeder pigs may be sold to 
finishers, who raise them to a slaughter weight of about 220 to 240 pounds in 
about 4 months. At that point, these animals are referred to as slaughter 
hogs. However, many U.S. swine today are produced by "farrow-to-finish" 
enterprises, which combine the feeder pig production and finishing businesses 
into one operation. A few enterprises specialize in raising purebred animals 
for breeding. 

Swine are hardy, adaptable animals that can be raised under minimal 
shelter, although the death rate for baby pigs can b.e quite high under those 
conditions. In the United States, live swine shelter systems range from small, 
A-frame buildings for ~ndividual sows (female swine that have farrowed) and 
their litters to large-volume, total confinement systems in which swine are 
maintained in totally environmentally controlled buildings throughout their 
lives. In recent years the trend has been toward more confinement in order to 
reduce swine labor requirements and to meet environmental protection 
regulations. There has also been a trend toward concentration in the live 
swine industry. However, even the largest swine-raising operations are 
believed to account for only a small share of total U.S •. production. 

l/ Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota, Iowa, Missouri, 
South Dakota, Nebraska, and Kansas. 
l/ An enterprise is any place having one or more swine on hand during the year. 
l/ Hogs and Pigs, USDA, Jan. 6, 1989. 
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Hog cycle 

In the United States, and in many other countries and regions of the world 
where swine are kept, production is subject to a business cycle--generally 
referred to as the hog cycle. The cycle may be described as a change in the 
inventory of live animals and a concomitant but opposite change in pork 
production. The cycle is described in more detail in appendix D of this 
report. In brief, it appears that the U.S. industry has been in a modest 
contraction phase (in terms of animal inventory) since mid-1988, and growers 
have been experiencing associated reduced profits, and even losses, while pork 
production has been expanding. 

Drought 

During the feed growing season of 1988, parts of the United States, 
including major swine-growing regions, were subject to drought, the severity of 
which ranged from slight to severe, and high temperatures. Although the high 
temperatures contributed to reduced litter sizes during the swmner of 1988, 
probably the more serious effect was reduced feed grain production because of 
the drought, .and subsequent higher grain prices. For example, corn prices rose 
from an average of $1.92 per bushel (#2 Yellow, Central Illinois) in March and 
April of 1988 to $2.59 per bushel· in June 1988 and then to a peak of $2.90 in 
July of that year (in the previous year prices rose from an average of $1.51 in 
March and April to $1.71 in June but declined to $1.60 in July). Although the 
drought continued throughout the swmner of 1988, prices stabilized, averaging 
about $2.65 per bushel for the remainder of 1988, reflecting a number of 
factors including a large wheat crop, moderate exports of grains, and release 
of stocks from Government and private stocks. 

Meatpackers 

Live swine are slaughtered and processed by meatpacking businesses. A few 
of the small companies are owned and operated by live swine growers. Most of 
these are cooperatives. Many of the large packinghouses also process pork into 
sausage, ground pork, and other pork-related products. These operations are 
referred to as packer/processors. The American Meat Institute defines packers 
as companies that slaughter livestock and have sales primarily of fresh meat, 
and packer/processors as companies that slaughter livestock and have sales of 
processed meats equivalent to two-thirds or more of total sales. Pork 
processors do not slaughter livestock and are involved primarily in the 
manufacture and sale of processed pork meats. 1/ 

There appears to be a trend in the meatpacking industry toward 
consolidation, specialization, and a division between "co!IDilodity slaughterers," 
such as ConAgra, IBP, and Excel, and "branded processors," such as Hormel and 
Oscar Mayer. In 1988, there were 1,150 federally inspected hog slaughter 
facilities. Of these, 26 facilities, or 2.3 percent, accounted for 66 percent 
of all colIDilercial slaughter. 2/ "[A] more industrialized, streamlined, cost­
conscious pork industry is developing," according to industry analysts and 
observers. "If you're going to be slaughtering hogs, you've got to do it on a 
massive scale. That's why we're seeing this consolidation." 1,/. 

11 Meat Facts, American Meat Institute, 1988 ed., p. 42. 
21 Livestock Slaughter. 1988 Summary, USDA, p. 55. 
l/ "SIPCO's Pork Move: The Changes it Brings," Meat & Poultry, April 1988, p. 22. 
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During the 1980s the U.S. pork-packing and processing sector has 
experienced nearly continuous changes in corporate ownership, name changes, and 
operating procedure. New companies have entered the sector and some companies 
have departed. 

Representatives of organized labor report that many of the changes 
resulted in termination of labor-management agreements and initiation of 
subsequent agreements that were less favorable to workers. Some labor 
representatives contend that the termination of the labor-management agreements 
was the motivation of some company decisions. Some management interests 
contend that competitive factors in the meat industry dictated changes in the 
sector. 

Probably the most complicated corporate change involved ConAgra, Inc. and 
the Swift Independent Packing Company (SIPCO). The Swift Co. has been a major 
meat packer in the United States for about 125 years. Swift grew into a large, 
diversified holding company, Esmark, a publicly owned company. In 1983 Esmark 
divided Swift into two companies--SIPCO, the packing division, and Swift 
Processed Meats, which specialized in prepared or preserved products, and spun­
off the 2 companies. SIPCO was subsequently purchased by an individual and 
became a private company in September 1987. SIPCO was purchased from the 
individual by Monfort of Colorado, a beef and lamb growing and packing company, 
in October 1987. Monfort of Colorado, which had been a publicly owned company, 
had been purchased by ConAgra, Inc., also a publicly owned company, in 1986. 
All of ConAgra's pork operations ar~ now administratively part of Monfort Pork 
Division. 

IBP, Inc. (formally Iowa Beef Processors), a large-volume U.S. beef and 
pork packing company, became a publicly owned company in 1961. The company was 
subsequently purchased by an individual and became a private company. In 1981 
IBP, Inc. became a wholly-owned subsidiary of Occidental Petroleum, a publicly 
owned company, through a reorganization and plan of merger. In October 1987, 
IBP, Inc. sold 23,500,000 shares of its conunon stock in an initial public 
offering and Occidental's ownership was thereby reduced to a 50.5 percent 
interest. 

John Morrell & Co., another large-volume pork-packing company, is a 
subsidiary of United Brands, a publicly owned company. John Morrell & Co., 
unlike the two previously mentioned companies, sells processed brand-name 
products. Company brand names include John Morrell, Nathan's Famous, Tobin's 
First Prize, Hunter, Tom Sawyer, Krey, Krey Gourmet, Peyten, Buckboard, Rath 
Black Hawk, Partridge, Rodeo, Scott Peterson, Bob Ostrew, E-Z Cut, Table Trim, 
and Golden Smoked. 

Smithfield Foods, Inc., a publicly owned company, is the largest volume 
pork packer and processor in the Eastern United States. Its subsidiaries 
include Gwaltney of Smithfield, Ltd.; Patrick Cudahy, Inc., Schluderberg­
Kurdle, Inc.; and, Smithfield Packing Co., Inc. Smithfield Foods, Inc. 
distributes pork under the following labels: Esskay, Great, Gwaltney, 
Hamilton, Luter, Patrick Cudahy, Smithfield, and Williamsburg. Patrick Cudahy 
filed for bankruptcy in December 1987 and permanently ceased its swine 
slaughtering and pork canning operations in the latter half of 1987. 
Smithfield Foods, Inc. is a partner in Smithfield-Carroll's joint venture. 
The partnership is a swine-raising venture with Carroll's Foods, Inc., and is 
reportedly designed to assure a supply of swine for slaughter. According to 
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Smithfield's 1987 annual report the partnership had 10,000 sows, a near-term 
goal of 25,000, and a 1993 goal of raising 2 million swine per year. 

Wilson Food~ ~orp. ·has been a major U.S. meatpacking company for over 130 
years. Wilson hecame a publicly.held company in-1983, subsequently was 
declared bankrupt,. and was purchased by Doskocil, a food products company, in 
1988. In July 1989, Doskocil sold Wilson's fresh and retail meats businesses 
to a private individual. During the late 1980s Wilson had reduced its pork­
packing operations to support its processing .operations. 

. . - ' 

Farmland Industries, Inc. is a regional agricultural cooperative. One 
subsidiary, Farmland Foods Inc., is the largest pork packing and processing 
cooperative in the United States. 1/ Its brand-name products include Jefferson 
County, Farmland, and Maple River. Farmstead Foods, another large-volume pork 
packer. is a privately owned company •. 

Sara Lee, a diversified publicly owned company, is a large-volume pork 
packer and processor through its subsidiaries Bryan Foods, Hillshire Farm Co., 
Kahn's and Co., and Jinuny Dean. Sara Lee's brand labels include Bil Mar, Smoky 
Hollow, Jinuny Dea.n, Khans, Bryan, and Mr. Turkey. 

Thorn Apple Valley, Inc., formally known as Frederick & Herrud, is a 
publicly owned large-volume pork packer and processor that has emphasized 
further processing in recent years. 

Geo. A. Hormel & Co., a publicly owned company, is another example of a 
company that has decided to specialize in pork processing rather than pork 
packing. One of Hormel's packing plants was closed by a strike in March 1986, 
reopened in August 1987, andCClosed again in early 1989. The plant was leased 
to another company and reopened on June 19, 1989. The company's remaining 
packing plant is scheduled to close August 31, 1989. Ho~mel's brand names 
include Spam, Top Shelf, Hormel, Mary Kitchen, Dubuque, and Dinty Moore. 2..1 . . . 

Oscar Mayer Foods Corp. is a pork packer but purchases additional 
quantities of pork for processing. Oscar Mayer, a publicly owned company, was 
first purchased by General Foods. als'o a publicly owned company, and then by 
Philip Morris, another publicly owned company. 

The Commission rec;:eived usable questionnaire responses from 15 packers or 
packer/processors that, according to official statistics of the U.S. Department 
of Agriculture, accounted for 64 percent of U.S production of fresh, chilled, 
or frozen pork in 1988. The questionnaire requested information from these 
firms on any plant openings, relocations, expansions, acquisitions, 
consolidations, closures, or prolonged shutdowns because of strikes or 
equipment failures; or any other change in the character of operations or 
organization relating to the production of fresh, chilled, or frozen pork since 
January 1, 1986. Firm~! responses to.that question,.as well as each firm's 1988 
production and share of total 1988 productio!l.are·presented in .table 2: 

... 

11 No other major porkpacking or processing firms are owned by growers. 
Farmland Foods accounted for *** percent of U.S.. production in 1988. 
2..1 Hormel did not respond to the Commiss'ion's questionnaire. 
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Table 2 
Questionnaire responses of petitioners and nonpetitioners 

Item 

Petitioners: 

ConAgra Red Mea~s 1/ ...... . 
Farmland Foods ••••••••••••• 
Farmstead ..••••••••••••..•. 
IBP Z/ •••••••••••.••••••..• 
Thorn Apple Valley ••••••••• 
Wilson Foods J./. . ........ . 

Total or average ••••••••• 

Nonpetitioners: 
American Meat Packing ••.••. 
Excel Corp.. !:!/ ••••••••••••• 
Fresh Mark,~/ ••••.•••••••. 
Illinois Pork 2/ .......... . 
John Morrell & Co •••..••••• 
Oscar Meyer 1/ ............ . 
Sara Lee Corp •••••••••••••• 
Smithfield Foods & Co •••••• 
Valley Dale Packers, 

Inc B./ . ................. . 
Total questionnaire re-

sponses . .................. . 
All others .................•. 
Total, U.S. production ••••••• 

l/ * * * 
2..1 * * * 
l/ * * * 
!:!/ * * * 
~ * * * 

Position on 
petition 

Supports 
Supports 
Supports 
Supports 
Supports 
Supports 

* * * 
* * * 
* * * 
* * * 
* * * 
* * * 
* * * 
* * * 

* * * 

U.S. production 
in 1988 

Million pounds 

*** 
*** 
*** 
*** 
*** 
*** --
*** 

*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 

*** 

10,068 
~.~s~ 

15,623 

Share of 
total production 

Percent 

*** 
*** 
*** 
*** 
*** 
*** --
*** 

*** 
*** 
*** 
*** 
*** 
*** 
*** 
*** 

*** 

64.4 
-32....2 
100.0 

21 Withdrew as a petitioner on August 2, 1989. Company has recently become the 
subject of an assignment for the benefit of creditors, a liquidation procedure 
.under Illinois state law. 
II * * * 
al * * * 

Plant closings 

The number of Federally inspected swine-slaughtering plants in the United 
States declined steadily during 1986-88 as shown in the following tabulation: 

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

Federally inspected plants 

1,250 
1,182 
1,150 

Officials of the U.S. Department of Agriculture report that in addition to the 
decline in the total number of plants, there has been an increase in the share 
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of total slaughter accounted for by the larger volwne plants. A large share of 
the plants slaughter only intermittently and account for only a small share of 
total production. 

U.S. Importers 

Information concerning the channels of distribution for U.S. imports of 
pork from Canada was obtained from counsel for the Canadian Meat Council, the 
trade association of Canadian meatpackers. The bulk of the imports are 
reportedly purchased directly from meatpackers in Canada by U.S. meat 
processors, wholesalers, or retailers; some imports, however, are handled by 
Canadian brokers. Most of the orders are for delivery in 1 week, at a price 
set when the agreement is made. Although purchasers often deal with the same 
suppliers for extended periods of time, there are typically no long-term legal 
co1IDDitments to purchase pork. 

The Co1IDDission received questionnaire responses from 19 firms that were 
either the importer of record or that purchased fresh, chilled, and frozen pork 
directly from meat packers or brokers in Canada. According to official 
statistics, those firms accounted for about 25 percent of the imports of fresh, 
chilled, and frozen pork from Canada in 1988. 

The Domestic Market 

Channels of distribution 

In both the United States and Canada, fresh, chilled, or frozen pork 
carcasses may be sold to pork processors by meatpackers--firms that slaughter 
live swine. Alternatively, in both the United States and Canada packers may 
also fabricate carcasses into primal cuts for sale to other packers or 
retailers. They may also divide the primal cuts into subprimal or retail-sized 
cuts for sale to retailers. Because fresh or chilled pork is a perishable 
agricultural product, it is usually sold to the retail conswner less than 1 
week after the animal is slaughtered. Some pork packers are also processors 
that process pork products such as bacon, canned hams, sausages, and so forth. 

Figure 4 shows the swine and pork sector production and marketing system. 
Production may be viewed as beginning with animals for breeding purposes. Such 
animals are raised by various types of growers and are then sold to growers, 
who raise swine for slaughter for pork. Most of the sales by growers who raise 
animals for breeding purposes consist of male animals inasmuch as most growers 
obtain their female animals for breeding purposes by selecting and retaining 
the most desirable animals from the litters they raise. Corporations, 
including animal-health-product producers and animal feed companies, account 
for a significant share of male animals (boars) sold for breeding purposes. 
Also, some growers specialize in the raising of purebred animals for breeding 
purposes. Some growers specialize in the raising of animals that_are not 
purebred but are nonetheless kept for breeding purposes. 

As shown in the figure, swine may be raised from birth to slaughter 
weights by farrow-to-finish enterprises and may then be sold for slaughter 
through the various marketing channels. Alternatively, swine may be raised 
from birth to about 40 to 60 pounds (so-called feeder pigs) and may then be 
sold through various marketing channels to finishers, who raise them to 
slaughter weights. Slaughterers may sell pork to processors, but many 
slaughterers are integrated enterprises that further process the pork for sale 
to wholesalers, retailers, or food service enterprises. 
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Figure 4 
Production and marketing system 

Bre1din; Feeder 
Srock Markell Pi;s 

SlouqMer 
Markers HOQs Markers Slauqllrer/Process1nq/Wll01esal1/Rerail 

Source: The U.S. Pork Sector: Changing Structure and Organization; Marv"in 
Hayenga, V. James Rhodes, Jon A. Brandt, Ronald E. Deiter, 1985. 

Apparent U.S. consumption 

Data on apparent consumption of fresh, chilled, or frozen pork were 
compiled from publicly available sources. Table 3 shows apparent consumption 
of fresh, chilled, or frozen pork as calculated from data compiled by the 
Economic Research Service of the U.S. Department of Agriculture. During 1986-
88, apparent consumption increased by 9.5 percent, with consumption in 1987 
increasing 1.6 percent over 1986 and consumption in 1988 increasing 7.8 percent 
over 1987. Consumption in January-March 1989 continued to increase, rising 0.5 
percent from consumption in January-March 1988. 

Table 3 
Pork: U.S. packers' production derived from U.S.-grown swine, U.S. packers' 
production derived from Canadian swine slaughtered in the United States, net 
inventory changes, exports, imports, and apparent U.S. consumption, 1986-88, 
January-March 1988, and January-March 1989 

(In millions of pounds) 
January-March 

Item 1986 1987 1988 1988 1989 
U.S. packers' production 

derived from u.s.-grown 
swine 1/ . .............. . 

U.S. packers' production 
derived from Canadian 
swine slaughtered in the 
United States •.••••••••• 

Total .............. ·· .. 
Net inventory change .•••. 
Exports 2./ . .............. . 
Domestic shipments 1/.;,,, 
Imports . ................. . 
Apparent U.S. consump-

tion !/ ................ . 

11 Includes farm slaughter. 

13,910 

88 
13,998 

(41) 
218 

13,821 
. l, 122 

1'4. 943 

14,237 15,488 

75 135 
14,312 15,623 

99 66 
233 330 

13,980 15,227 
1,195 1, 137 

15,175 16,364 

21 Includes shipments to Puerto Rico and the U.S. Virgin Islands. 

3,764 3,820 

2§ 67 
3,790 3,887 

72 57 
55 90 

3,663 3,740 
310 251 

3,973 3,991 

11 Domestic shipments figure is derived by subtracting net inventory change and 
exports from total U.S. producers' production. 
!/ U.S. apparent consumption figure derived by adding imports to domestic 
shipments. 

Source: Compiled from official statistics of the U.S. Department of 
Agriculture and the U.S. Department of Commerce. 
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Consideration of Material Injury 
to an Industry in the United States 

The Commission received usable questionnaire responses from 15 meatpackers 
and packer/processors that, according to official statistics of the U.S. 
Department of Agriculture, accounted for 64 percent of U.S. production of 
fresh, chilled, and frozen pork in 1988. Information presented in this section 
of the report was compiled from both publicly available sources and from 
questionnaire responses. 

Data on the condition of swine growers are presented in appendix D, since 
the petitioner alleged in the preliminary investigation and again in this final 
investigation that swine growers are part of the domestic industry. 1/ Counsel 
for respondents argues that swine growers should not be included in the 
definition of the domestic industry. 2/ 

U.S. production 

Table 4 shows U.S. pork production and the U.S. swine crop for the years 
1986-88. Pork production rose by 11.6, percent from 14.0 billion pounds in 

· 1986 to 15.6 billion pounds in 1988! Pork production continued to increase in 
January-March 1989, rising 2.6 percent from production in January-March 1988. 

Table 4 
U.S. commercial pork production (including pork derived from Canadian swine) 
and U.S. swine crop, 1986-88, January-March 1988, and January-March 1989 

Period 

1986 . ............. . 
1987 . ............. . 
1988 . ............. . 
January-March: 

1988 . ........... . 
1989 . ........... . 

Pork 
production· 
Million pounds 
13,998 
14,312 
15,623 

3,790 
3,887 

1/ December 1987-May 1988. 
21 December 1988-May 1989. 

Swine 
crop 
Thousand animals 
82,443 
88,067 
92,661 

1/ 46,834 
2.1 46,488 

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

However, firms that responded to the Commission's questionnaires reported 
that ·production declined by 8.5 percent from 8.5 billion pounds in 1986 to 7.8 
billion pounds in 1987, then increased by 15.7 percent to 9.0 billion pounds in 
1988. Production iri January-March 1989 continued to increase, rising 10.7 
percent from production in January-March 1988 (table 5). ll 

1/ Petition, p. 6., transcript of hearing, p. 28. 
21 Respondent's postconference brief, p. 39, transcript of hearing, p. 106. 
ll Trends in production and domestic shipments by questionnaire respondents 
show a decline in 1987 whereas official statistics show an increase. According 
to questionnaire responses, six firms, * * *, all had lower production and 
shipments in 1987 than in 1986. Those firms accounted for *** percent of 
production in 1988. 
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Table 5 
Fresh, chilled, and frozen pork: U.S. capacity, production, and capacity 
utilization, 1986-88, January-March 1988, and January-March 1989 

January-March 
Item 1986 1987 1988 1988 1989 
Average-of-period 

capacity (million pounds) .• 6, 772 6,143 6,580 2,210 2,211 
Production (million pounds) •• 8,472 7,754 8,975 2,265 2,508 
Capacity utilization 

(percent) 1/ ............. · · 115.9 113. 8 122.2 91.8 94.7 

1/ Computed from data of firms providing data on both capacity and production. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Conunission. 

U.S. capacity and capacity utilization 

Questionnaire respondents reported that capacity at their establishments 
declined by 9.3 percent from 6.8 billion pounds in 1986 to 6.1 billion pounds 
in 1987, then increased by 7.1 percent to 6.6 billion pounds in 1988. Capacity 
rose slightly (less than 1 percent) from January-March 1988 to January-March 
1989. Capacity utilization by the responding firms declined from 116 percent 
in 1986 to 114 percent in 1987, then rose to 122 percent in 1988 (table 5). 1/ 
Capacity utilization exceeds 100 percent because * * * 

U.S. prod.ucers' domestic shipments 2/ 

According.to official statistics, producers' domestic shipments of fresh, 
chilled, and frozen pork increased by 1.2 percent from 13.8 billion pounds in 
1986 to 14.0 billion pounds in 1987, then increased an additional 8.9 percent 
to 15.2 billion pounds in 1988. Domestic shipments continued to rise in 
January-March 1989. 

According to questionnaire responses, total domestic shipments (including 
company transfers) declined by 7.9 percent from 8.1 billion pounds in 1986 to 
7.5 billion pounds in 1987, then increased by 12.8 percent to 8.5 billion 
pounds in 1988. Domestic shipments by the responding firms totaled 2.2 billion 
pounds in January-March 1989, representing an increase of 2.9 percent from 
January-March 1988 (see table 3). 

Company transfers by the responding firms as a share of their total 
quantity of domestic shipments declined from 25.6 percent in 1986 to 23.1 
percent in 1987, 21.1 percent in 1988, and 18.8 percent in January-March 1989 
(table 6). 

1/ Due to the nature of the swine-growing industry, there are no discernable 
trends regarding capacity and employment. Most U.S. swine growing enterprises 
are family-owned firms that, typically, raise more than ·one agricultural 
product. Report on 1985 investigation, p. 8. 
21 Data on swine slaughter (shipments) are presented in app. D. 
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Table 6 
Fresh, chilled, and frozen pork: Domestic shipments by U.S. producers, 1986-
88, January-March 1988, and January-March 1989 

January-March 
Item 1986 1987 1988 1988 1989 

Quantity (million pounds) 

Company transfers ••••••••••• 2,074 1,736 1,790 434 413 
Domestic shipments •••••••••• 6,027 5,783 6,695 1,529 1.7~Q 

Total .................... 0.101 7 ,519 8,485 1,963 2,193 

Value (million dollars) 

Company transfers ••••••••••• 1,621 1,397 1,278 325 275 
Domestic shipments •••••••••• 3,421 !t.178 4,221 1,006 1.Q§!t 

Total . .................... 5,048 5,575 5,505 1,331 1.339 

Unit yalue (cents per pound) 

Company transfers ••••••••••• 84 86 77 80 73 
Domestic shipments •••••••••• 63 79 69 70 64 

Average . .................. 69 80 70 72 65 

1/ Computed from data of firms providing data on both quantity and value of 
shipments. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Conunission. 

U.S. producers' export shipments 

According to official statistics, U.S. pork exports increased by 6.9 
percent from 218 million pounds in 1986 to 233 million pounds in 1987, and then 
jumped by 41.6 percent to 330 million pounds in 1988. Exports in Jariuary­
March 1989 totaled 90 million pounds, representing an increase of 63.6 percent 
from exports in January-March 1988. 1/ Respondents to the Conunission's 
questionnaire report that exports increased annually during 1986-88 and 
continued to rise in January-March 1989. Exports by responding firms increased 
by 19.6 percent from 92 million pounds in 1986 to 110 million pounds in 1987. 
Exports in 1988 increased by 76.4 percent to 184 million pounds; they continued 
to increase in January-March 1989, reaching 73 million pounds, representing an 
increase of 69.8 percent from the 43 million pounds exported in January-March 
1988. Principal export markets for U.S.-produced fresh, chilled, and frozen 
pork in recent years have been Japan and Mexico. U.S. exports, as compiled 
from data submitted in response to Conunission questionnaires, are presented in 
the following tabulation: 

l/ U.S. exports of fresh, chilled, and frozen pork accounted for 1.6 percent of 
U.S. production in 1986 and 1987, 2.0 percent in 1988, and 2.3 percent in 
January-March 1989. 



Quantity 
Period (million poµpds) 

1986 ••••••••••• 92 
1987 ••••••••••• 110 
1988 ••••••••••• 194 
January-March: 

1988 .•••••••• 43 
1989 .•••••••• 73 
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U.S. producers' end-of-period inventories 

Value 
(million dollars) 

63 
89 

190 

35 
55 

Unit 
value 
(per pound> 

$0.82 
.90 

1.05 

.87 

.79 

Table 7 shows that ending stocks of pork were larger in every month in 
1988 than in the corresponding months of 1987 and 1986, and that stocks were 
higher during the first 5 months of 1989 than in the corresponding months of 
1986-88. The larger 1988 monthly inventories, which are small compared with 
production, probably reflect increased pork production during 1988. 

At the Commission's conference during the preliminary investigation, l/ 
domestic interests indicated that packers try to avoid accumulating inventories 
of pork, although processors may have such inventories. The domestic interests 
indicated that pork, as a perishable product, is expensive to store and that 
inventories reflect annual fluctuations in production. · Although peak monthly 
inventories may equal as much as 30 percent of monthly production, they 
represent, in part, product in the distribution chain. Monthly inventories 
seldom exceed 2 percent of annual consumption. 

Table 7 
Pork: Cold-storage stocks l/ in the United States, by months, January 1986-
May 1989 

(In millions of pounds) 

Month 1986 1987 1988 1989 

January . ............. 235 218 287 381 
February •••..•.••••.• 239 229 308 397 
March • ............•.. 254 221 346 394 
April . ............... 282 218 397 438 
May • •••........••••.• 276 219 389 432 
June • •••..•..••.••••.. 248 189 363 2.1 
July . ................ 215 181 337 2.1 
August . .............. 185 175 287 Ii.I 
September .. .......... 186 186 288 ZI 
October . ... • ........... 216 212 321 2.1 
November • ..•.••••••.• 206 252 361 21 
December ••••••••••.•. 197 285 358 21 

l/ End of month. 
2.1 Not available. 

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

l/ Transcript of conference for the preliminary investigation at pp. 65-69. 
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U.S. packers and packer/processors responding to the Commission's 
questionnaire reported that their yearend inventories increased annually during 
1986-88 but declined by March 1989. Inventories declined by 15.9 percent in 
March 1989, dropping to 74.5 million pounds from 88.6 million pounds in March 
1988. The ratio of inventories to U.S. shipments by the responding firms 
increased annually from 0.8 percent in 1986 to 1.0 percent in 1988 as shown in 
the following tabulation: 

Period 

1986 
1987 
1988 

............... ................ 
January-March--

Quantity 
(million pounds) 

61.6 
65.9 
77.9 

1988 •••••••••••••• 88.6 
1989 •••••••••••••• 74.5 

U.S. employment. wages. and productivity 

Ratio, inventories 
to shipments 
(percent) 

0.8 
.9 

1.0 

1.2 
.9 

The number of production and related workers producing fresh, chilled, and 
frozen pork at firms that responded to the Conunission questionnaire increased 
annually, rising by 22.7 percent from 11,151 in 1986 to 13,681 in 1988. 
Employment continued to increase in January-March 1989, rising by 6.2 percent 
from employment in January-March 1988. Hours worked by production workers also 
increased during the period, rising by 31.2 percent from 1986 to 1988. 

Average hourly wages paid to production and related workers declined from 
$9.00 in 1986 to $8.00 in 1987 and 1988. Average hourly total compensation 
paid to those workers also declined, dropping from $11.21 in 1986 to $9.97 in 
1988 (table 8). 

Table 8 
Fresh, chilled, and frozen pork: Average number of production and related 
workers, hours worked, average hourly wages paid, average hourly total 
compensation (including fringe benefits) paid to those employees, and unit 
labor costs, 1986-88, January-March 1988, and January-March 1989 

January-March 
Item 1986 1987 . 1988 1988 1989 

Production workers (numbers) 1/ .. ll, 151 12,005 13,681 11, 952 12,694 
Hours worked (thousands) ••••••.•• 21,246 22,812 27,882 7,448 7,897 
Hourly wages paid ••.••••••••••••• $9.00 $8.00 $8.00 $8.00 $8.00 
Hourly total compensation paid ••• $11. 21 $10.32 $ 9.97 $ 9.95 $ 9.96 
Unit labor costs (per pound)},_/ •• $0.03 $0.03 $0.03 $0.03 $0.02 

l/ Includes hours worked plus hours of paid leave time. 
2.1 Computed from data supplied by firms providing data for both production and 
total compensation paid. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Connnission. 
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Financial eX!)erience of U.S. producers 1/ 

Twelve producers, 2/ accounting for 60 percent of production of pork in 
1988, provided usable income-and-loss data on the overall operations of their 
establishments and on their operations producing fresh, chilled, or frozen 
pork. l/ 

Historically, the meatpacking industry has been characterized by low 
profit margins. Over the past several years there have been numerous 
plant closures and acquisitions of old plants by new ownership. Consequently, 
the sales volume of some packers has declined as plants were divested or 
closed. However, some companies have expanded their meat-processing 
facilities. In their annual reports some firms indicated that their profit 
margins on processed meats are greater than the profit margins on sales of 
their meatpacking operations. !/ 

Overall establisbrnent operations.--Several of the companies transfer a 
portion of their production to processing operations. Establishment . 
income-and-loss data provided by the producers were either the same as fresh 
pork operations or combined both pork and processing operations. These data 
are presented in table 9. 

Establishment net sales rose by 9 percent from 1986 to 1987 but declined 
by 1 percent in 1988 from 1987. During interim periods ended March 31, such 
sales fell by 4 percent from 1988 to 1989. Aggregate operating income jumped 
by 90 percent from 1986 to 1988, whereas such income dropped by 27 percent from 
interim 1988 to interim 1989. Operating income margins increased from 1.2 
percent in 1986 and 1987 to 2.2 percent in 1988. Such income margins decreased 
from 2.5 percent in interim 1988 to 1.9 percent in interim 1989. 

1/ For a discussion and tabulation of net returns to hog producers, refer to 
app. D, "The Hog Cycle." 
21 These firms are * * *· 
l/ One of the largest packers, IBP, Inc., was visited for verification. No 
material discrepancies were found in its reported data. 
!ii Excerpts from annual reports are presented in app. E. 
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Table 9 
Income-and-loss experience of U.S. producers l/.on the ove~all operations of their 
establishments within which pork is produced, accounting years 19B6-88 and interim 

·periods ended March 31, 1988, and March 31, 1989 

Item 

Net sales . ................. . 
Cost of goods sold •••••••••• 
Gross profit .....•...•.....• 
General, selling, and 

administrative expenses ••• 
Operating income •••••••••••• 
Startup or shutdown 

expense . ................. . 
Interest expense •••••••••••• 
Other expense, net •••••••••• 
Net income before income 

taxes . ................... . 
Depreciation and amorti­

zation included above ••••• 
Cashflow 2/ ................ . 

Cost of goods sold •••••••••• 
Gross profit •••••••••••••••• 
General, selling, and 

administrative expenses ••• 
Operating income •••••••••••• 
Net income before income 

taxes . ................... . 

Operating losses •••••••••••• 
Net losses . ................ . 
Data • •••••••••••.••••••••••• 

11 * * *· 

1986 

8,901,483 
8.405.314 

496,169 

387.024 
109,145 

*** 
32,243. 

*** 

32, 146. 

51.118 
83.264 

94.4 
5.6 

4.3 
1.2 

0.4 

3 
5 

11 

1987 

Value 
9,697,805 
9.195.862 

501,943 

390.186 
111,757 

*** 
30,217 

*** 

60,648 

52.086 
112.734 

Interim period ended 
March 31--

1988 1988 1989 

Cl.000 dollars> 
9,571,976 4,414,702 
8.929.735 4.066.258 
. 642,241 348,444 

434.525 
207,716 

10,554 
38,964 
59.222 

98,976 

54.960 
153.936 

237,514 
110,930 

*** 
15,643 

*** 

69,455 

28.496 
97.951 

4,230,599 
3.914.626 

315,973 

234.649 
81,324 

*** 
14,807 
*** 

52,281 

29.768 
82.049 

Share of net sales (percent) 
94.8 93.3 92.1 
5.2 6.7 7.9 

4.0 
1.2 

0.6 

Number 
2 
3 

11 

4.5 
2.2 

1.0 

of firms 
2 
2 

12 

5.4 
2.5 

1.6 

reporting 
3 
3 

12 

92.5 
7.5 

5.5 
1.9 

1.2 

5 
5 

12 

1..1 Cashflow is defined as net income or loss plus depreciation and amortization. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Commission. 

Operations on fresh. chilled. or frozen pork.--The income-and-loss 
experience of the U.S. producers include all hog-slaughter operations, whether 
the product is sold as fresh pork or destined for further processing. These 
operations are presented in table 10. Net sales rose 11 percent from $5.5 
billion in 1986 to $6.1 billion in 1987, and then declined by 3 percent to $5.9 
billion in 1988. During interim periods ended March 31, net sales decreased 
slightly, by 0.4 percent from $2.61 billion in 1988 to $2.60 billion in 1989. 
Aggregate operating income declined by 12 percent from $12.2 million in 1986 to 
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Table 10 · 
Income-and-loss experience of U.S. producers l/ on their operations producing pork, 
accounting years 1986-88 and interim periods ended March 31, 1988, and March 31, 1989 

Item 

Net sales . ................. . 
Cost of goods sold •••••••••• 
Gross profit •••••••••••••••• 
General, selling, and 

administrative expenses ••• 
Operating income •••••••••••• 
Startup or shutdown 

expense . ................. . 
Interest expense •••••••••••• 
Other expense, net •••••••••• 
Net income or (loss) before 

income taxes •••••••••••••• 
Depreciation and amorti­

zation included above ••••• 
Cash flow 2/ ..............•. 

Cost of goods sold •••••••••• 
Gross profit •••••••••••••••• 
General, selling, and 

administrative expenses ••• 
Operating income •••••••••••• 
Net income or (loss) before 

income taxes .............. . 

Operating losses •••••••••••• 
Net losses .•.••••.••..••..•. 
Data • •••••.•.•.•••...•.••.•• 

l/ These firms are * * *· 

1986 

5,480,001 
5.349.419 

130,582 

118.392 
12,190 

*** 
15,684 

*** 

(33 ,441) 

26.128 
CZ .313) 

97.6 
2.4 

2.2 
0.2 

(0.6) 

7 
7 

11 

1987 1988 

Interim period ended 
March 31--
1988 1989 

value Cl.000 dollars) 

6,076,690 
5.933.315 

143,375 

132.638 
10,737 

*** 
16,095 

*** 

.(22. 931) 

27.284 
4.353 

5,918,645 
5.690.582 

228,063 

144.016 
84,047 

*** 
21,460 

*** 

40,424 

27.976 
68.400 

2,612,914 
2.490.824 

122,090 

76.575 
45,515 

*** 
9,827 

*** 

21,813 

13.363 
35 .176 

Share of net sales (percent) 

97.6 
2.4 

2.2 
0.2 

(0.4) 

96.1 
3.9 

2.4 
1.4 

0.7 

Humber of firms reportins 

5 
6 

11 

4 
5 

12 

95.3 
4.7 

2.9 
1. 7 

0.8 

3 
3 

12 

2,601,588 
2.513.097 

88,491 

70.430 
18,061 

*** 
9,802 

*** 

(972) 

13 .837 
12.865 

96.6 
3.4 

2.7 
0.7 

(0.04) 

5 
5 

12 

1.1 Cash flow is defined as net income or loss plus depreciation and amortization. 

Source: Compiled from data submitted in response to questionnaires of the U.S. Internatio1 
Trade Commission. 
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$10.7 million in 1987, but it jumped to $84.0 million in 1988. Operating 
income margins rose from about 0.2 percent in 1986 and 1987 to 1.4 percent in 
1988. Operating income dropped by 60 percent from $45.5 million, or 1.7 
percent of net sales, in interim 1988, to $18.1 million, or 0.7 percent of net 
sales, in interim 1989. Key income-and-loss data of each reporting firm are 
presented in table 11. * * * Pretax net income margins followed a similar 
trend to that of operating income margins during the period covered by the 
investigation. However, because of high startup and shutdown expenses and 
interest expenses, pretax net income margins are much lower than operating 
income margins and were negative for 1986, 1987, and interim 1989. Four firms 
sustained operating losses in 1988, compared with seven firms in 1986. During 
the interim periods ended March 31, five firms suffered operating and net 
losses in 1989, whereas three firms sustained such losses in 1988. 

Table 11 
Key income-and-loss data of U.S. producers on their operations producing fresh, 
chilled, and frozen pork, by producers, accounting years 1986-88 and interim · 
periods ended March 31, 1988, and March 31., 1989 

* * * * * * * 

Eleven of the reporting firms, which accounted for 52 percent of 
production in 1988, supplied data on the major components of their cost of 
goods sold. * * * did not provide such data. Those components, as a share of 
cost of goods sold by the reporting firms, are presented in the following 
tabulation (in percent): 

Average for 
Item 1986 1987 1988 1986-88 

Raw materials ••••••••• 90.1 90.5 88.0 89.6 
Direct labor •.••.••••• 3.6 3.5 4.4 3.8 
Other factory costs ••• ~ ~ ~ ___Q_._Q 

Cost of goods sold •• 100.0 100.0 100.0 100.0 

As stated earlier, the meatpacking industry has a history of low profit 
margins. In the previous investigation of these products, operating income 
(loss) margins, as a percent of sales, were 0.4, (0.2), and (0.2) in 1982, 
1983, and 1984, respectively. 1/ However, the industry has changed; IBP, Inc. 
is now one of the largest hog slaughterers even though the company only entered 
the business in 1982. IBP has been a beef processor for many years. * * * 
Data from IBP's public financial reports are discussed below in order to 
explain its long-term objectives. Its pork plant locations, slaughter capacity 
(head per day), and initial year of operation are presented in the following 
tabulation: 2./ 

1/ U.S. International Trade Conunission , Live Swine and Pork from Canada, 
Inv. No. 701-TA-224 (Final), USITC Publication 1733, (1985), p. 33. 
2..1 IBP Form 10-K 1987 from the item titled "Facilities," on p. 6. 



Plant location 

Storm Lake, IA 
Council Bluffs, IA 
Louise County, IA 
Madison, NE 
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Capacity 

13,407 
5 ,077 

13,593 
7,500 

The company added a fifth plant in 1988. 

1982 
1986 
1986 
1987 

"This growth will continue with the addition of a fifth 
pork plant. We intend to begin construction this sprin~ 
of a $40 million state-of-the-art pork plant in 
northeastern Iowa. The plant will be located in the 
center of one of the largest hog-producing regions in the 
country, with an estimated 10 million hogs fed within a 
100-mile radius of the proposed site. The facility will 
employ 1,200 to 1,500 people and have the/capacity to 
slaughter and convert 4 million hogs a year." 1/ 

As for future pork industry expansion, IBP stated: 

"IBP produces approximately 22 percent of the nation's output 
of fresh beef. Extending its processing technology to pork, IBP 
by the end of 1987 was producing more than 10 percent of the 
nation's fresh pork products, and expects to expand until its 
percentage of overall fresh pork production approximates its 
percentage of total beef production." 2../ 

During the period of investigation, the industry has been affected by 
factors such as long strikes and adverse weather (1988 drought), the effect of 
which is difficult to quantify. The major cost item for U.S. fresh pork 
producers is live swine. Virtually all reported purchases of swine were from 
U.S. domestic sources. These data, from questionnaire responses, are shown in 
the tabulation below: 

1987 1988 
United States: 

Pounds ••••••• 9,055,458 10,807,188 
Cost . •..•.•.• $4,985,900 $4,918,485 
Unit cost 

per pound •• $0.551 $0.455 
Canada 

Pounds ••••••• *** *** 
Cost ....•..•• *** *** 
Unit cost 

11 1987 IBP Annual Report from the letter of the chairman of the board to 
shareholders, p. 3. 
2:.1 1987 IBP Annual Report from the item titled "IBP: A Strategic Perspective," 
p. 5. For excerpts from additional firms' annual reports, refer to app. E. 
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The American Meat Institute (AMI) publishes a financial operating survey 
for the meat industry as a whole. AMI changed its reporting format in 1986, 
therefore comparable data are not available for 1985. AMI classifies firms as 
either cattle or hog packers or packer/processors if the slaughter of 
identified species represents at least 75 percent of the firms live-weight 
slaughter. Data presented for hog packers and packer/processors in table 12 
are based on the above classification. Data in table 12 represent not only 
fresh, chilled, or frozen pork but also include processed pork. Hence, in 
table 13, data are further classified on the basis of share of fresh meat 
sales. 

Data in table 12 show that from 1986 to 1987, for fresh and processed pork 
operations, total sales rose by 5.5 percent and pre-tax income increased by 8.3 
percent. As a share of net sales, pre-tax income rose from 2.54 percent to 
2.60 percent. 

Table 12 
Average breakdown of value of sales for hog packers and packer/processors, 1986 and 
1987 !/ 

·c In percent) 

Item 

Sales . ............................ . 
Cost of goods sold: 

Cost of livestock/raw materials •• 
Supplies and containers •••••••••• 
Production labor •••••• · ••••••••••• 

Total . ........................ . 
Gross margin . ..................... . 
Other expenses: 

Other wages and salaries ••••••••• 
Employee benefits •••.•••••••••••• 
Interest ...... :" .......... · ....... . 
Depreciation . ................... . 
Rents . .......................... . 
General/administrative insurance. 
Taxes 2/ . ...... ~ .... · · · · · · · · · · · · · 
All other expenses ••••• ,' ••••••••• 

Total . . _ ....................... . 
Net income before income taxes ••••• 
Income taxes . ..................... . 
Net income . ....................... . 

1986 1987 

100.00 

69.23 
5.67 
5.65 

80.55 
19.45 

4.28 
2.79 

.37 
1.03 

.43 

.15 

.19 
. 7 .67 
16.91 
2.54 
1.31 
1.23 

100.00 

69.88 
5.54 
5.30 

80.72 
19.28 

.3.80 
2.69 

.34 

.99 

.39 

.17 

.17 
8.12 

16.68 
2.60 
1.14 
1.47 

Point 
change 

.65 
-.13 
-.35 

.17 
-.17 

-.48 
-.10 
-.03 
-.04 
-.04 

.02 
-.01 

.45 
-.23 

.07 
-.17 

.24 

Percent change 
in dollars· 

+$5.51 

+6.50 
+3.09 
-1.03 
+5.74 
+4.59 

-6.41 
+1.61 
-3. 77 
+l.60 
-4.78 

+19.41 
-.46 

+11. 76 
-0.30 
+8.30 
-8.18 

+25.79 

11 Data are for 32 firms, which, according to the American Meat Institute, 
accounted for about 60 percent of producers' domestic sales in 1986 and 1987. 
11 Other than social security and income tax. 

Source: American Meat Institute, Meat Industry Financial Operating Survey. 1987. 

As shown in table 13, pretax net income margins were lowest for hog packers 
and packer/processors that sold the highest percentage of fresh meat. However, 
average return on sales for such firms doubled from 1986 to 1987, primarily because 
of a decline in the cost of livestock/raw materials. 
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Table. 13 
Average breakdown of value of sales for hog packers and packer/processors by 
share of fresh meat sales, 1986 and 1987 1/ 

· Cin percent) 

Item· 

Average fresh meat sales as a 
share of total sales .••.•••• 

Sales . ....................... . 
Cost of goods sold: 

Cost of livestock/raw 
materials . ............... . 

Supplies and containers ••••• 
Production labor ..••.•••••.. 

Total .................... . 
Gross margin . ................ . 
Other expenses: 

Other wages and salaries .••• 
Employee benefits ••••••••••• 
Interest . .................. . 
Depreciation . .............. . 
Rents . ..................... . 
General/administrative 

insurance . ................ . 
Taxes 2./ .•..•....•...•• · ...•• 
All other expenses •••.•••••• 

Total . ................... . 
Net income before income 

taxes . ..................... . 
Income taxes . ................. . 
Net income . .................. . 

Greater than 
67 percent 
1986 1987 

70.69 
100.00 

81.32 
4.05 
5.55 

90.92 
9.08 

1.69 
1. 80 

.71 

.83 

.15 

.56 

.10 
3.14 
8.98 

.10 

.02 

.08 

78.69 
100.00 

78.38 
4.10 
6.05 

88.52 
11.48 

2.22 
2.78 

.28 

.61 

.51 

.27 

.14 
4.48 

11.29 

.19 

.02 

.17 

34-66 
percent 
1986 1987 

51.99 
100.00 

75.42 
4.35 
5.01 

84.78 
15.22 

3.29 
2.90 

.35 

.65 

.59 

.16 

.12 
6.11 

14.18 

1.04 
.73 
.31 

49.25 
100.00 

76.94 
4.53 
5.03 

86.51 
13.49 

3.54 
1.92 

.42 
• 77 
.42 

.17 

.08 
4.94 

12.26 

1.23 
.45 
.78 

Less than 
33 percent 
1986 1987 

24.46 23.19 
100.00 100.00 

60.24 
7.53 
5.95 

73.72 
26.28 

5.32 
3.16 

.34 
1.50 

.42 

.13 

.27 
10.41 
21.56 

4.72 
2.18 
2.54 

62.07 
6.73 
5.21 

74.01 
25.99 

4.55 
3.17 

.31 
1.28 

.32 

.14 

.25 
11. 58 
21.59 

4.40 
2.00 
2.40 

11 Data are for 30 firms in 1986 and 32 firms in 1987, which, according to the 
American Meat Institute, accounted for about 60 percent of producers' domestic 
sales. 
ZI Other than social security and income tax. 

Source: American Meat Institute, Meat Industry Financial Operating Survey. 1986 
and 1987. 

Investment in productive facilities.--The value of property, plant, and 
equipment for the U.S. producers is shown in table 14. The return on book value 
of fixed assets and the return on.total assets are also presented in table 14. 
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Table 14 
Pork: Value of property, plant, and equipment of U.S. producers, accounting 
years 1986-88 and interim periods ended March 31, 1988, and March 31, 1989 

Item 

All products of 
establishments: 

Fixed assets: 
Original cost ••.•••••• 
Book value •••••••••••• 

Total assets 1/ •••••.••• 
Fresh, chilled, or frozen 

pork: 
Fixed assets: 

Original cost. ••••••••• 
Book value . .......... . 

Total assets 2/ ........ . 

All products of 
establishments: 

Operating return!/ ••••• 
Net return 2/ .......... . 

Fresh, chilled, or frozen 
pork: 

Operating return!/ •••.• 
Net return 2/ .......... . 

All products of 
establishments: 

Operating return!/.~··· 
Net return 2/ .......... . 

Fresh, chilled, or frozen 
pork: 

. Operating return!/ .•••• 
Net return 2/ .......... . 

(In thousands of dollars) 
.As of end of accounting Interim period 

ended Mar. 31--year--
19 8 6 

664,279 
387,485 

. 752,448 

309,002 
185,656 
331.191 

24.8 
5.4 

(1.1) 
(24.3) 

12.9 
2.8 

(0.6) 
(13. 5) 

1987 1988 1988 1989 

Value (1.000 dollars) 

679,2ll 
369,828 
760,932 

735,934 
384,624 
822,906 

661, 340 
358,078 
789,208 

321,479 350,525 333,359 
191,773 207,652 199,138 
341.500 388.388 379.875 

Return on book value of 
fixed assets (percent) 3/ 

30.2 
16.8 

4.0 
(12. 8) 

49.2 
20.8 

29.9 
9.5 

27.1 
15.7 

14.7 
2.7 

695,053 
370,498 
768,279 

334,545 
193,965 
344.639 

22.2 
14.-7 

5.8 
(3.8) 

Return on total assets (percent) 3/ 

14.7 
8.2 

2.2 
(6.8) 

23.4 
9.9 

15.3 
4.8 

12.4 
7.2 

7.4 
1.4 

10.9 
7.2 

3.1 
(2.0) 

11 Defined as book value of fixed assets plus current and noncurrent assets. 
21 Total establishment assets are apportioned, by firm,.to product groups on the 
basis of the ratio of the respective book values of fixed assets. 
11 Computed using data from only those firms supplying both asset and profit­
and-loss information, and as such, may not be derivable from data presented. 
!/ Defined as operating income or loss divided by asset value. 
21 Defined as net income or loss divided by asset value. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Conunission. 
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Capital ex;penditures.-- The capital expenditures reported by U.S. 
producers are presented in table 15. Some firms closed plants, but others 
acquired facilities and p~rchased equipment during the peri9d of investigation. 

Table 15 
Pork: Capital expenditures by U.S. producers, accounting years 1986-88 and 
interim periods ended March 31, 1988, and March 31, 1989 1/ 

(In thousands of dollars) 

Item 

· All products of establish­
ments: 

Land.and land improve-
ments .................. . 

Building and leasehold 
improvements •••••••••••• 

Machinery, equipment, and 
fixture~ . .............. . 

Totai . ............... . 
Fresh, chilled, or frozen 

pork: 
Land and land improve-

men ts. ~ ................ . 
Building and leasehold 

improvements ••••••••.••• 
Machinery, equipment, and 

f ixtur~f? . .............. . 
Totai. ! ••••••••••••••• 

1986 1987 1988 

*** 1,327 2,231 

*** 14,265 32,860 

65 .. 199 50.632 75.474 
87,481 66,224 110. 565 

*** *** *** 

*** *** *** 

38.373 27.178 44.103 
54,915 38,810 63,306 

Interim period 
ended Mar. 31--
1988 1989 

768 *** 

12,003 *** 

51.231 40.094 
64,002 45,170 

705 *** 

10,518 *** 
25.366 10.219 
36,589 12,887 

1/ Fourteen firms * * * provided data for establishments and all except * * * 
supplied such data for pork. * * * did not provide data for either interim 
period. 
Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Conunission. 

Research and development ex;penses.--Research and development expenses for 
the U.S. producers are presented in table 16. 

Capital and investment.--The Conunission requested U.S. producers to 
describe any actual or potential negative effects of imports of fresh, chilled, 
or frozen pork from Canada on their firm's existing development and production 
efforts, growth, investment, and ability to raise capital. Their responses are 
shown in appendix F. 
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Table 16 
Pork: Research and development expenses of U.S. producers, 1/ accounting years 
1986-88 and interim periods ended March 31, 1988, and March 31, 1989 

(In thousands of dollars) 
Interim period 
ended Mar. 31--

Item 1986 1987 1988 1988 1989 

All products of establish-
ments • ••••••••••••••.••••• 2,311 2,629 2,717 1,178 

155 

1,173 
Fresh, chilled, or frozen 

pork . ..................... 266 413 484 185 

l/ These firms are * * *· Only 4 out of 8 reporting firms incurred 
research and development expenses for fresh, chilled or frozen pork. 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Connnission. 

Consideration of the Question of Threat of Material Injury 

Section 771(7)(F)(i) of the Tariff Act of 1930 (19 U.S.C. § 1677(7)(F)(i)) 
provides that--

In determining whether an industry in the United States is 
threatened with material injury by reason of imports (or sales 
for importation) of any merchandise, the Connnission shall 
consider, among other relevant factors 1/--

(I) If a subsidy is involved, such information as may be presented 
to it by the administering authority as to the nature of the 
subsidy (particularly as to whether the subsidy is an export 
subsidy inconsistent with the Agreement), 

(II) any increase in production capacity or existing 'linused 
capacity in the exporting count~y likely to result in a 
significant increase in imports of the merchandise to the United 
States, 

(III) any rapid increase in United States market penetration and 
the likelihood that the penetration will increase to an injurious 
level, 

(IV) the probability that imports of the merchandise will enter 
the United States at prices that will have a depressing or 
suppressing effect on domestic prices of the merchandise, 

l/ Section 771(7)(F)(ii) of the act (19 U.S.C. § 1677(7)(F)(ii)) provides that 
"Any determination by the Commission under this title that an industry in the 
United States is threatened with material injury shall be made on the basis of 
evidence that the threat of material injury is real and that actual injury is 
innninent. Such a determination may not be made on the basis of mere conjecture 
or supposition." 
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(V) any substantial increase in inventories of the merchandise in 
the United States, 

(VI) the presence of underutilized capacity for producing the 
merchandise in the exporting country, 

(VII) any other demonstrable adverse trends that indicate the 
probability that the importation (or sale for importation) of the 
merchandise (whether or not it is actually being imported at the 
time) will be the cause of actual injury, 

(VIII) the potential for product-shifting if production facilities 
owned or controlled by the foreign manufacturers, which can be 
used to produce products subject to investigation(s) under section 
701 or 731 or to final orders under .section 736, are also used to 
produce the merchandise under investigation, 

(IX) in any investigation under this title which involves imports 
of both a raw agricultural product (within the meaning of 
paragraph (4)(E)(iv)) and any product processed from such raw 
agricultural product, the likelihood that there will be increased 
imports, by reason of product shifting, if there is an affirmative 
determination by the Commission under section 705(b)(l) or 
735(b) (1) with respect to either the raw agricultural product or 
the processed agricultural product (but not both), and 

(X) the actual and potential negative effects on the existing 
development and production efforts of the domestic industry, 
including efforts to develop a derivative or more advanced version 
of the like product. 1/ 

The available information on the nature of the subsidies found by the 
Department of Commerce (item (I) above) is presented in the section of this 
report entitled "Nature and extent of subsidies;" information on the volume, 
U.S. market penetration, and pricing of imports of the subject merchandise 
(items (III) and (IV) above) is presented in the section entitled 
"Consideration of the causal relationship between imports of the subject 
merchandise and alleged material injury;" and information on the effects of 
imports of the subject merchandise on U.S. producers' existing development and 
production efforts (item (X)) is presented in the section entitled 
"Consideration of material injury to an industry in the United States." 
Available information on U.S. inventories of the subject products (item (V)); 
foreign producers' operations, including the potential for "product-shifting" 
(items (II), (VI), (VIII) and (IX) above); any other threat indicators, if 
applicable (item (VII) above); and any dumping in third-country markets, 
follows. 

1/ Section 771(7)(F) (iii) of the act (19 U.S.C. § 1677(7)(F) (iii)) further' 
provides that, in antidumping investigations, " •.. the Commission shall 
consider whether dumping in the markets of foreign countries (as evidenced by 
dumping findings or antidumping remedies in other GATT member markets against 
the same class or kind of merchandise manufactured or exported by the same 
party as under investigation) suggests a threat of material injury to the 
domestic industry." 
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U.S. inyentodes of fresh. chilled. or frozen pork from Canada 

U.S. inventories of fresh, chilled, and frozen pork from Canada have been 
small. According to questionnaire responses, yearend inventori~~ held by U.S. 
importers dec;;lined by 13 .6 percent from 272 ,000 pounds in 1986 ·t9 235 ,000 
pounds in ~987, then increased by 22.6 percent to 288,000 pounds in 1988. As a 
share of ~orts from Canada, importers' inventories dropped annually, from 1.4 
percent in 19~6 to 0.5 percent in 1988. 

The industcy in Canada and its ability to generate e:xports 

As snown in table 17, total exports of pork from Canada rose from 474 
million pounds in 1986 to 703 million pounds in 1988. As a share of Canadian 
production, exports rose from 24 percent in 1986 to 27 percent in 1988. 
Whereas exports to the United States increased from 458 million pounds in 1986 
(23 percent of Canadian production) ta, 512 million pounds i~ 1987 (25 percent 
of Canadian production), exports declined to 470 million p9unds in 1988 (18 
percent of ·Canadian production). ' · 

Exports to all other markets incrQ~sed from 16 million pounds in 1986 and 
13 million pounds in 1987 to 233 milliQn po~ds in 1988. The increase in 
exports to other markets reflects deveiopments in the Japanese market which, 
combined with the U.S. market, has acco~ted for 95 percent of Canada's total 
exports in recent years. Until recently, Japan bad been importing increasing 
quantities of pork from Taiwan, but beca~se of a drug residue (sulfamethazine) 
problem with pork from Taiwan during th~ spring and swmner of 1988, imports 
from there were sharply reduced. As an ~lternative, Japan imported increasing 
quantities of pork from other sources, induding Canada and the United States. 
Officials of the U.S. Department of Agrtc.ulture report that the residue problem 
was resolved by the fall of 1988~ and dut:i_ng the last 4 months of the year, 
Japanese imports from Taiwan had begun t~ increase. 

With respect to swine-slaughtering capacity in Canada, at the Cornrqission's 
conference on this investigation, both domestic and Canadian interests 
presented testimony that a large-volume. Canadian swine-slaughtering plant in 
the Prairie Provinces had been closed QY a strike; l/ this closure-~pparently 
contributed to an increase in U.S. impor~s of live swine and possibly to a 
decline in U.S. imports of pork from C4n$da. In addition, another large-volume 
swine slaughtering plant in the Provincei of Quebec was closed by a strike 
during 1988. Mr. David Adams, General Manager of the Canadian Pork Council, 
stated at the Commission's hearing tha·t contrary to the Commission's prehearing 
report, 2/ no hog-slaughtering plants have been built in Alberta since 1960. 1/ 

~etitioners state that a plant in Alberta, the Red Deer plant (Fletcher's 
Fine FQods), was recently renovated with subsidies from the Alberta Government 
and w~nt on stream again in the last month or two. Petitioners also contend 

l/ The strike closed the plant in August 1988, and the plant remained closed 
until March 1989. Mr. David Adams of the Canadian Pork Council stated at the 
Commission's hearing that there have been at least 3 disruptions in every year 
since 1987, which had only 1 major strike. Transcript p. 128. 
1J The Commission's prehearing report stated that a large-volume swine­
slaughtering plant had recently been built in Alberta (Prehearing report, p. A-
49). 
'J} Transcript, p. 128. 



A-40 

that the Gainers plant, in Alberta, has been authorized a grant of $4 million 
from the Government along with certain other loan guarantees to renovate that 
plant. 1/ 

Table 17 
Pork: Canadian production, imports, exports, apparent consumption, and exports 
to the United States and all other markets as a share of production, 1986-88 

_Item 

Production . .............. . 
Imports . ................. . 
Exports to: 

United States 1/ ....... . 
All others ............. . 

Total . ............... . 
Apparent consumption 2/ ... 

1986 

2,004 
31 

458 
16 

474 
1.563 

1987 1988 

Quantity (million pounds) 

2,066 . •;. 2,619 
37 35 

...... 
' 512 .. 470 

13 233 
525 703 

1.578 1.676 

Exports as a share of production (percent) 

United States ••..•.••••••• 23 25 
Al 1 others . .............. . 

Total . ................. . 24 25 

l/ Official statistics of the U.S. Department of Commerce, (U.S. imports of 
fresh, chilled, and frozen pork). 
21 Includes changes in inventories. 

Note.--Because of rounding, figures may not add to totals shown. 

Source: Compiled frcm official statistics of the U.S. Department of 
Agriculture, except as noted. 

Inyentories of the Canadian prod,ucers 

18 

26 

Detailed data are not available concerning inventories of Canadian pork. 
Officials of the American Meat Institute, a trade association representing meat 
'packers and processors, contend that data on inventories of fresh pork at any 
particular time are of limited value since such inventories are constantly 
fluctuating. Fresh pork is a perishable product and is almost always sold to 
the retail customer less than 1 week after the animal is slaughtered. 

-Consideration of the Causal Relationship Between 
Imports of the Subject Merchandise and Alleged Material Injury 

U.S. in)ports 

As shown in table 18, U.S. imports of fresh, chilled, or frozen· pork from 
Canada rose by 11.8_percent from 458 million pounds in 1986 to 512 million 
pounds in 1987, then declined by 8.2 percent to 470 million pounds in 

11 Transcript, pp. 183-184. 
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1988. During 1988, quarterly imports declined steadily from 137 million pounds 
during January-March to 91 million pounds during October-December. The share 
of the annual imports entering in any quarter varied from year to year, but no 
quarter exceeded 29 percent of annual imports and no 6-month period exceeded 57 
percent of annual imports. 11 

Table 18 
Swine and pork: U.S. imports from Canada, by quarters, January 1986-March 1989 

(In thousands of pounds) 

Period Swine imports 11 Pork imports Total imports 

1986: 
January-March ••••••• 24,853 111,025 135,878 
April-June •••••••••• 16,731 100,185 116 ,916 
July-September •••••• 30,408 131,734 162,142 
October-December •••• 15.562 114.654 130.216 

Total, 1986 .••.••• 87,555 457,597 545,152 
1987: 

January-March ••••••• 18,452 130,806 149,258 
April-June ••••••••.• 18,883 130,153 149,036 
July-September •••••• 18,452 127,010 145,462 
October-December •••• 19.396 123.757 143.153 

Total, 1987 ••••••• 75,183 511,725 586,908 
1988: 

January-March ••••••• 25,786 137,495 163,281 
April-June •••••••••• 26,382 131,184 157,566 
July-September •••••• 37,406 110. 241 147,647 
October-December •••• 45.233 90.894 136.127 

Total, 1988 ••••••• 134,807 469,814 604,621 

January-March 1989 •••• 67,544 118,374 185,918 

1/ Carcass-weight equivalent. 

Source: Compiled from official statistics of the U.S. Department of Commerce 

Officials of the National Pork Producer's Council contend that in 
assessing the impact of imports, the meat derived from live swine imported from 
Canada and slaughtered in the United States should be included. Table 18 shows 
that the quantity of such imports declined from 88 million pounds in 1986 to 75 
million pounds in 1987 but increased to 135 million pounds in 1988. When 
imports of fresh, chilled, or frozen pork from Canada are added to the quantity 
of meat derived from live swine imported from Canada, the total increased 
steadily from 545 million pounds in 1986 to 605 million pounds in 1988. 
Principal customs districts for U.S. imports of fresh, chilled, and frozen pork 
from Canada in 1988 and January-May 1989 were Ogdensburg, NY, Great Falls, MT, 
Buffalo, NY, and Pembina, ND (table 19). 

l/ Fresh and chilled pork accounted for 62 percent of the total quantity of 
imports of fresh, chilled, or frozen pork in 1986, 65 percent in 1987, 65 
percent in 1988, and 85 percent in January-March 1989. Virtually all of those 
imports were chilled. U.S. imports of pork from boars and sows have been 
negligible. 
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Table 19 
Fresh, chilled and frozen pork: U.S. imports from Canada for consumption, by principal 
customs districts, 1988 and January-May 1989 

1288 Jftnuary-May 1289 
Customs Unit Customs 

Customs district Qyantity value value Qyantity value 
1,000 1,000 Cents per 1,000 1, 000 . 
pounds dollars pound pounds dollars 

Ogdensburg, NY ••••• 171,829 127,173 74.0 70,271 48,418 
Great Falls, MT •••• 80,540 63,313 78.6 27,390 20,373 
Buffalo, NY ••••.••• 70,422 49,957 70.9 28,353 18,580 
Pembina, ND • ••••••• 61,597 42,906 69.7 30,631 19,826 
Detroit, MI •••••••• 44,945 24,309 54.1 21,074 10,756 
Seattle,. WA • ••••••• 15,268 13,486 88.3 10,205 8,406 
St. Albans, VT ••••• 14,049 11, 300 80.4 5,999 4,637 
Portland, ME •••.••• 10,539 8,145 77 .3 3,256 2,696 
Honolulu, HI •••.••• 533 539 101.2 234 264 
All other ..•••••••• 92 46 51. 7 83 58 

Total/average •••• 469,814 341,174 72.6 197,496 134,014 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

According to official statistics of the U.S. Department of Commerce, U.S. 
imports of live swine from Canada in 1988 and January-May 1989 entered 
principally through the customs districts of Pembina, ND, Great Falls, MT, and 
Detroit, MI, as shown in table 20: 

Table 20 
Live swine: U.S. imports from Canada, by principal customs districts, 1988 and 
January-May 1989 

Customs district 

Pembina, ND .••••. 
Great Falls, MT •• 
Detroit, MI •••••• 
All others ••••••• 

Total/average .• 

1988 

Quantity 
1,000 
pounds 

475 
253 

90 
.-11. 
835 

Customs Unit 
value value 
1,000 
pounds 

43,585 $91.76 
26,528 104.85 

7,397 82.19 
1,226 72, 12 

78,736 $94.30 

January-May 1989 
Customs Unit· 

Quantity value value 
1,000 1,000 
pounds pounds 

343 29,622 $86.36 
137 13 ,687 99.91 
66 6,096 92.36 

___!! 342 85,50 
550 49,747 90.44 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

The U.S. Department of Agriculture veterinarian responsible for inspection 
of live animals imported into the United States through port of entry in 
Montana reports that ***. 1/ 

1/ *** 

Unit val1 
Cents pe: 
pound 

68.9 
74.4 
65.6 
64.7 
51.0 
82.4 
77 .3 
82.8 

112.8 
69 7 
67.9 
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*** reports that the distribution of recent imports of live swine through 
North Dakota is as follows (in percent): 

Percent 
Source swine imports 

South Dakota ••••. 
IOwa . ........... . 
Illinois ••.•••••• 
Minnesota ••..•••• 
North Dakota ••••• 

51 
43 

3 
2 
1 

During the Co11DTiission's hearing, petitioners argued that imports of both 
hogs and pork are increasing dramatically and should be considered by the 
Co11DTiission as one industry. Counsel for the petitioners states that the only 
difference, essentially, between whether a hog is slaughtered in Canada or the 
United.States is 24 hours. 1/. Respondents contend that imported hogs should 
not be considered and that the Co11DTiission should find two separate industries. 2/ 
Figure 5 presents U.S. imports of Canadian pork and U.S. production of pork 
derived from Canadian live swine, by months, during 1986-88. 

U.S. market penetration by imports 

Table 21 shows that the market penetration by imports from Canada 
increased from 3.0 percent in 1986 to 3.4 percent in 1987, then declined to 2.9 
percent in 1988. Market penetration by the· imports from Canada was 3.0 percent 
in January-March 1989, representing a decline from market penetration of 3,4 
percent in January-March 1988. 1/ 

Table 21 
Pork: U.S. apparent consumption, imports of Canadian pork, and U.S. market 
penetration by imports from Canada, and by U.S. producers, 1986-88, January­
March 1988, and January-March 1989 

Item 

U.S. apparent consumption 
(million pounds) •.•. , •••• ,,. 

Imports of Canadian pork 
(million pounds) .•••..•••.•. 

U.S. market penetration by-­
Canada (percent) ..•.•••.••.• 

1986 

14,943 

458 

3.0 

1987 

15,175 

512 

3.4 

of the Source: Compiled from official statistics 
Agriculture and the U.S. Department of Co11DTierce. 

U.S. 

1/ Transcript, pp. 24-25 and 99. 
21 Transcript, p. 106. 

January-March--
1988 1988 1989 

16,364 3,973 3,991 

470 137 118 

2.9 3.4 3.0 

Department of 

1/ Data on the value of consumption are not available from official statistics. 



.Figure 5.-- Pork: U.S. imports of fresh, chilled, or frozen pork from Canada, and 
U.S. production derived from live swine imported from Canada, by months, January 1986-
May 1989. 
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Prices 

Demand for fresh, chilled, and frozen pork is derived from the demand for 
the final processed or fresh retail pork product. Among factors that affect 
the demand for pork are the price of substitute products, e.g., poultry and 
beef, consumer income, and consumer attitudes. An increase in the price of 
substitute products or consumer income will increase the demand for pork. 1/ 
Conunission questionnaire .responses indicated, in recent years, a greater 
perceived health awareness by consumers and a preference toward leaner pork 
cuts. U.S. producers and importers report that they are unable to quantify 
this perceived health awareness on the demand for pork. Changes in consumer 
preferences away from red meat in general will decrease the demand for pork. 
However, changes in consumer preferences to leaner cuts will increase the 
demand for leaner cuts of pork. 2/ 

The major supply-side influence on the price fluctuation of pork is the 
price of swine. As shown in the following figure, fluctuations in the price of 
swine between January 1975 and May 1989 generally coincided with similar 
fluctuations in the wholesale price of unprocessed pork and the retail price of 
processed and retail cuts of pork (fig. 6). l/ There is a noticeable upward 
trend in the price of retail pork during this time period, which could 
represent movement by retailers and processors toward more value-added retail 
products. The price series for swine and for wholesale pork do not show a 
clear upward or downward trend over the 14-year, 5-month period. 

Agricultural economists at USDA and the parties to the investigation state 
that the pork market is best characterized as a North American market rather 
than as separate U.S. and Canadian markets. Until the imposition of temporary 
duties on pork accompanying Conunerce's preliminary determination, there were no 
barriers to trade in either the United States or Canada, nor are there any 
restrictions between States or between Provinces.'!/ Agricultural economists 
at USDA state that the price of pork sold in Canada follows the same trend and 
is at a price level similar to that in the United States when adjusted for 

1/ A review of_ the economic literature indicates that the relationship between 
pork and consumer income is smaller than that between pork and substitute products. 
21 * * * stated that one of the .reasons for the declining pork belly price has 
been that demand·has fallen because consumers perceive that the pork products 
derived from bellies, e.g., bacon, have too much fat. 
l/ The three price series shown in fig. 6 are based on different underlying 
weights arid are not completely comparable, although the influence of the swine 
price can clearly be seen in each. The swine price is based on a U.S. 
barrow/gilt 7-market price, live~weight basis. Wholesale pork value is ~ 
weighted-average price of three unprocessed pork· cuts: hams, loins, and 
bellies. Retail pork prices are based on six retail pork cuts weighted by 
their carcass proportions: sliced bacon, pork chops, ham rump, fresh sirloin 
roast, smoked shoulder picnic, and sausage. The source of these price series 
is the USDA Economic Research Service. See app. G for the three price series. 
!/ There are barriers in the live swine trade between the United States and 
Canada. Canada has a 30-day quarantine for pseudorabies on U.S. live swine 
shipped to Canada, and the United States has a countervailing duty on live 
swine imported from Canada. 



Figure 6 
Weighted-average prices for swine, wholesale pork, and retail pork, by months, 

January 1975-May 1989 
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differences in transportation costs and fluctuations in the U.S.-Canadian 
exchange rate. l/ U.S. importers contacted during this investigation that 
purchased both U.S.- and Canadian-produced pork agreed that the prices are 
similar. Moreover, the petitioner also agreed that there is a North American 
pork market. Z/ However, the petitioner argued that the surplus hog production 
in Canada is still depressing U.S. pork prices because of the high production 
levels and increase of pork exports to the United States. di 

Demand, supply, and pricing relationships for the hog/pork sector are 
presented in figure 7. This model illustrates the product flow from the 
breeding and slaughter of hogs through the production of pork and the retail 
demand for pork by consumers. !!/ Industry sources generally agree that the 
wide fluctuations in swine production associated with the hog cycle affect 
demand, supply, and pricing relationships throughout the sector. 21 As swine 
production and slaughter increase, the retail price for pork declines, causing 
an increase in the retail demand for pork. 

There are essentially two markets for pork in the United States: an open 
market, where pork is sold to unrelated retailers and processors, and a captive 
market, in which the pork producers supply related pork-processing operations 
with the unprocessed pork product. Approximately one-third of pork production 
is sold to retailers, one-third is sold to unrelated processors, and, according 
to industry sources, one-third is captive sales within related companies. 
Questionnaire data received by the Commission indicate that captive sales 
declined annually, from 25.6 percent of total sales in 1986 t~ 21.l percent in 
1988. w 

l/ Conversations with Shayle Shangum and Kevin Bost, USDA Economic Research 
Service. 
Z/ Hearing transcript, p. 20. 
di Commission staff note that if there is one North American market, all 
Canadian production of pork helps to increase supply and will have a depressing 
effect on the North American price for pork even if it is consumed in Canada 
and not exported to the United States. There may be price differentials in 
specific smaller markets, e.g., Seattle, but these would be expected to be 
temporary imbalances. Market forces would be expected to equalize prices 
subject to other influences, such as transportation. 
!!/ This model represents a distinct U.S. pork market. If drawn to depict a 
single North American pork market, the model would incorporate pork imports and 
Canadian production into U.S. pork production, rather than as an exogenous 
factor as shown in the chart. Jon Brandt, a professor at the University of 
Missouri who assisted in creating the model, has stated that the model should 
treat pork imports as endogenous. 
21 See section of this report entitled "The Hog Cycle" for a complete 
description of this phenomenon. 
QI See section of this report entitled, "U.S. producers' domestic shipments." 



Figure 7 
The hog/pork sector 
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Source: Brandt, Young, Alam, and Womack, "Live Hog and Pork Imports: Past and 
Projected Consequences for the U.S. Pork Sector," Southern Journal of 
Agricultural Economics, December 1987. 

Pork is sold on a per-poun4 or per-hundred-pound basis in spot and 
multiple-shipment sales. U.S. producers and importers contacted during the 
investigation stated that multiple-shipment sales typically do not have written 
contracts; rather, these sales are long-term agreements to supply pork products 
on a regular basis, e.g .• every Tuesday and Thursday. U.S. producers typically 
quote their product on a delivered basis, indicating to the purchaser both the 
f .~.b. price and the transportation cost. Canadian producers also generally 
quote their product on a delivered basis, although they are less likely to 
indicate freight costs separately from the f.o.b. price. Sale terms for pork 
are typically net 7 days. 

There are two different pricing methods by which pork is sold in the 
United States: a negotiated "total" price and a formula price. Approximately 
10 to 20 percent of U.S. pork sales are based on a "total" selling price 
negotiated between the producer and purchaser, e.g .• 85 cents per pound for a 
14-16 pound pork belly. These sales establish the basis for the market price 
of that specific pork product. The USDA Agricultural Marketing Service and the 
National Provisioner, which is an independent publisher located in Chicago. IL. 
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collect price and quantity information for sales of this type and publish the 
aggregated data for each specific pork product. 1/ Neither USDA nor the 
National Provisioner differentiates in their publications between U.S.- and 
Canadian-produced pork sold in the United States. 

The remaining 80 to 90 percent of U.S. pork sales are based on a formula 
price mechanism, usually quoting a premium (or overage) that.is added to one of 
the published market prices referred to above, e.g., "4 cents over next 
Tuesday's 14-16 pound pork belly price as quoted by the National Provisioner." 
An overage is used on sales of pork cuts not listed by these. sources or in 
cases where the purchaser has a different specification for the pork cut. The 
reference time period typically used by U.S. producers and importers to 
determine the published market price is either day of shipment or day prior to 
shipment. However, purchasers contacted during the investigation reported that 
some Canadian producers will also sell pork at a firm price 2 weeks prior to 
shipment. 

There are several factors that determine the selling price for pork: · the 
pork's specific cut (e.g., bellies, hams, loins, butts, picnics, spare ribs, 
trinunings, and byproducts); the pork cut's weight category (e.g., 14-16 pounds, 
17-20 pounds); whether from a barrow/gilt or from a boar/sow; whether fresh, 
chilled, or frozen; whether skinned, trirmned, or shankless; and whether packed 
in boxes or in crates. 2/ 

Pork from a barrow/gilt is more eXpensive than pork from a boar/sow. 
Frozen pork is generally less expensive than fresh or chilled pork, although 
this relationship.may be reversed for some pork cuts during specific 
seasons. l/ Pork that is skinned, boneless, or shankless is more expensive 

11 The USDA publication is the Livestock. Meat. Wool. Market News; the National 
Provisioner's publication is the NP Daily Market & News Service (Yellow Sheet). 
The USDA collects information only if an actual sale is made, whereas the · 
National Provisioner incorporates bid-and-ask information regardless of whether 
the sale is made. 
21 At the hearing, a question was raised regarding the impact of pork traded on 
the cormnodity markets on the price of pork. Only pork bellies are traded on 
the cormnodity market. Industry sources have stated that the level of bellies 
traded on the market is low and does not greatly affect current price for 
bellies. Glenn Grimes, the economist for the petitioner, reported in the 
petitioner's posthearing brief that the cormnodity market for pork bellies has a 
limited impact upon the current cash market for pork bellies but does offer a 
procedure to shift risks on storing bellies for future use.. At the hearing, 
Grimes stated that bacon processors and speculators use the cormnodity market 
for pork bellies. Hearing transcript, p. 71. 
l/ Some U.S. producers and importers reported that although frozen pork has not 
affected the current price of fresh pork, it is possible that a high level of 
frozen stocks of a particular pork cut may have a limiting effect on the price 
of that pork cut, adjusting for seasonality, if the frozen product is 
considered to be of equal quality to the fresh pork cut. The example that 
producers cited most often was that the increasing stocks of frozen pork 
bellies may eventually have a limiting effect on the current price for fresh 
pork bellies if the demand for this product should increase. Seasonal 
fluctuations in the level of other·frozen pork products will have a minor 
effect on the current price for the specific pork cut. For example, stocks of 
frozen spareribs increase during the winter, when demand and price fall, and 
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because these operations provide· extra value to the pork product. 
sources suggest that there is a trend by U.S. producers to provide 
these value-added services. 1/ Pork that is packed in open crates 
expensive per pound than pork packed in boxes. 

Industry 
more of 
is less 

The price of U.S.-produced pork is not differentiated by the country of 
origin of the swine. U.S. producers that purchase both Canadian and u;s.­
produced swine indicated that they price pork identically regardless of .the 
country of origin. U.S. processors and retailers that do not have packing 
operations indicated that they are unlikely to know whether the swine used to 
produce the U.S.-supplied pork was Canadian produced or U.S. produced. 

Transportation costs.--Fresh, chilled, and frozen pork are genera~~y 
shipped by truck within the United 'Sta~es. Both U.S. producers and imp9rters 
report that over 90 percent of all pork shipments are by truck. The remaining 
pork shipments are by rail. U.S. producers and importers reported that 
transportation costs typically range from approximately 1 percent to, 4 percent 
of the total f .o.b. price for pork, depending on the distance of the customer 
from the production facility. 2./ 

Respondents have argued that Canadian producers of fresh, chilled, and 
frozen pork have a fr'eight cost advantage over the U.S. producers when shipping 
to specific regions of the United States, mainly the border area between Canada 
and the United States, but including the northeastern and northwestern United 
States. * * *U.S. producers, * * *• reported that transportation costs 
affected their price competitiveness with the imported Canadian pork primarily 
in these regions. The closer proximity of Canadian packing facilities to the 
Northeast, Northwest, and border areas of the United States can be seen in the 
following map (fig. 8). This map identifies the locations of the slaughtering 
facilities for Canadian plants that slaughter over 1,000 hogs a week and for 
those U.S. producers that responded to the Conunission's questionnaire. 1/ 

decrease during the summer, when demand and price increase. 
1/ * * * 
21 * * *· 
l/ These 15 U.S. producers accounted for 64.4 percent of U.S. production of 
fresh, chilled, or frozen pork in 1988. Pork production from the identified 
Canadian facilities represents most of total Canadian pork production. 
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Figure 8 
Canadian slaughtering facilities that slaughter over 1,000 hogs per 
week and U.S. slaughtering facilities for those firms that responded 
to questionnaires of the U.S. International Trade Commission 

Slaughtering Facilities 
P Petitioner 
N Nonpetitioner 
* - Closed U.S. plant 
C Canadian 

Source: Agriculture Canada and data submitted in response to questionnaires of 
the U.S. International Trade Commission. 
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Published price trends for pork and swine. 1/--Published price data for 
six different pork cuts are presented on a monthly basis for January 1975 to 
May 1989. The six pork cuts are fresh hams (17-20 pounds), fresh loins (14-18 
pounds), fresh bellies (14-16 pounds), picnics (4-8 pounds), Boston butts (4-8 
pounds), and fresh trimmings (combination 72 percent). Published price data 
for one classification of swine were also compiled on a monthly basis for 
January 1975 to May 1989. The swine price series is the U.S. barrow/gilt 
7-market price. 21 

Published U.S. market prices are presented for the long-term January 1975-
May 1989 period as well as for ·the January 1986-May 1989 investigation period. 
Prices fluctuated for the six pork products and one swine classification during 
the entire 14-year, 5-month period, January 1975-May 1989 (figs. 9-15). 1/ The 
price for each pork product also showed seasonality, with the price of ham at 
its highest point at the end of the year and the other pork products at their 
highest point at midyear. However, these fluctuations were not as pronounced 
during 1988 as during 1986-87. 

During the period of investigation, U.S. market prices for fresh hams 
showed noticeable seasonal fluctuations in 1986 and 1987, with a more moderate 
pattern occurring in 1988 (fig. 9). Ham prices generally increase toward the 
end of the year as Christmas approaches, and noticeably decline at the 
beginning of the year. This effect can clearly be seen over the 14-year period 
1975-88. 

U.S. market prices for fresh loins also showed seasonal fluctuations 
during the period of investigation (fig. 10). Prices for this product were 
somewhat higher during January 1986-May 1989 as opposed to the 11-year period 
1975-85. U.S. market prices for fresh pork bellies and fresh Boston butts also 
showed seasonal fluctuations during the period of investigation (fig. 11 and 12). 
Prices for both of these products increased during 1986-87 to their highest point 
since 1982 before declining.in 1988 to their lowest level since 1980. Prices for 
fresh pork bellies continued to decline during 1989, whereas the prices for fresh 
Boston butts increased. Industry sources reported that the downward price trend 

l/ During this final investigation, the Commission gathered price data from 
public sources and through questionnaires. Usable questionnaire price data 
were received from 13 U.S. producers and from 8 importers/purchasers of the 
Canadian product. Due to the incompleteness of the questionnaire data, staff 
believe published data provide a more accurate depiction of pork price trends 
in the U.S. marketplace. Questionnaire price.data gathered during this · 
~nvestigation follow the same trends as that from the published sources. 
Comparisons of prices of U.S. and Canadian pork based on purchasers' 
questionnaire responses are shown in the following section of this report. 
Prices of pork, as a commodity product, are known to change continually, and 
quarterly data gathered in the Commission's questionnaires do not necessarily 
represent simultaneous sales. Therefore, price differences calculated from 
producer and importer questionnaire data cannot reliably be said to represent 
differences based on country of origin. Producer and importer questionnaire 
price data are presented in app. H. 
2J The published price data include imports of pork and swine. 
l/ See app. G for the six pork products and one swine classification price 
series. 
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Figure 9 
Fresh ham published prices, 17-20 pounds, sold in the U.S. market, by 
months, January 1986-Kay 1989 and January 1975-May 1989. 
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Figure 10 
Fresh loins published prices., 14-18 pounds, sol.d in the. U .. S: market, by 
months, January 1986-May 1989 and January 1975-May 1989. 
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· Figure 11: . 
Fresh pork belly published prices, 14-i6 pound~. sold in the U.S. market, 
by months, J~nuary 1986:.May 1989 and January l'J75-Hay 1989 
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Figure 12 
Fresh Bost~n butts published prices, 4-8 pounds, sold in the U.S. market, 
by months, January 1986-May ,1989 and January 1975-May 1989 
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Figure 13 
Fresh picnics published prices, 4-8 pounds, sold in the U.S. market, 
by months, January 1986-May 1989 and January 1975-May 1989 
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Figure 14 
Fresh trimmings published prices, combination 72 percent, sold in the U.S. 
market, by months, January 1986-May 1989 and January 1975-May 1989 
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Figure 15 
Live swine published prices sold in the U.S. market, by months, 
January 1986-May 1989 and January 1975-May 1989 l/ 
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for .fresh pork bellies was a function of the increased supply of frozen pork 
bellies as well as the movement by consumers toward leaner pork cuts. 

U.S. market prices for fresh picnics also showed seasonal variations 
during 1986-87 before leveling off during January 1988-May 1989 (fig. 13). 
Prices for picnics during January 1988-May 1989 were lower than during 1986-87. 
U.S. market prices varied for fresh trinunings during 1986-87, and declined 
during 1988 to their lowest point since late 1976 (fig. 14). 

U.S. market prices also fluctuated for live swine during the period of 
investigation (fig. 15). Prices for live swine during 1986-87 reached their 
highest point since late 1982 before decreasing and leveling off during mid-
1987-May 1989. 

Purchasers' responses concerning competition between the domestic and 
imported fresh. chilled. or frozen pork product.--The Conunission contacted 38 
purchasers through questionnaires and phone interviews and requested that they 
report on competitive conditions between the domestic and Canadian fresh, 
chilled, or frozen pork on the basis of their actual purchase experience during 
1986-89. 1/ Purchasers were asked to report and compare the delivered purchase 
prices for domestic and Canadian pork and to give reasons why they purchased 
the subject imported or domestic products. Quarterly purchase unit values were 
requested for five specific conunodity-specification products. 21 

Pricing differences.--* * * reported quarterly delivered unit values for 
their purchases of two U.S. and Canadian pork products: fresh chilled 17-20-
pound hams and fresh chilled 14-18-pound loins (table 22). ll The reported 
quantity of U.S. and Canadian pork purchased in these transactions represented 
1.1 percent of total apparent U.S. consumption during 1988. Of the 28 
quarterly delivered purchase unit-value comparisons, there were 17 periods in 
which the three purchasers reported that their Canadian-produced pork was lower 
in value than the comparable U.S.-produced pork and 11 periods in which the 
unit values for Canadian-produced pork were higher than those for the 
comparable U.S.-produced pork. Margins of underselling ranged between 0.1 
percent and 10.8 percent. Margins of overselling ranged between 0.1 percent 
and 27.8 percent. 

Table 22 
Pork: Delivered purchase unit values and quantities of products 1 and 5 
reported by purchasers of U.S. and Canadian pork, by companies, and by 
quarters, January 1986-March 1989 

* * * * * * 

Source: Compiled from data submitted in response to questionnaires of the U.S. 
International Trade Conunission. 

11 20 processors, 4 retailers, and 14 distributors/brokers. 
ZI See app. H for a description of the five products. 
ll * * * 
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* * * l/ * * * 21 * * * ll 

Purchasers were also requested to conunent on delivered purchase prices of 
domestic and Canadian pork. Of the 34 purchasers that responded, 11 indicated 
that the delivered prices of Canadian pork were similar to those of U.S. pork, 
11 reported that the price for Canadian pork was higher than that for U.S. 
pork, 8 indicated that· the price ·for Canadian pork was lower than that for U.S. 
pork, and 4 reported ·that the price of the Canadian product was lower than the 
price ·for the U. S'. product on some pork cuts, ·but higher on other pork cuts. 

Exchange·rates 

Quarterly data reported by the International Monetary Fund indicate that 
during the period January 1986 through March 1989 the value of the Canadian 
dollar increased by 17.8 percent against the U.S. dollar (table 23). !/ 
Adjusted for relative movements in producer price i_ndexes in the United States 
and Canada, the real value of the -Canadian currency appreciated 16.8 percent 
relative to the dollar from January-March 1986 through January-March 1989. 

Lost sales and lost revenues 

* * * allegations of lost sales and lost revenues involving * * * 
purchasers were cited by * * * U.S. producers of fresh, chilled, or frozen 
pork. ~/ The Conunission staff contacted all purchasers cited. 

***,a petitioning party, cited*·** allegations of lost sales and 
revenues to * * *, a warehouse ,dist.ributor of meat products located in * * * 
involving * * * during * * *. ·* * *, purchaser of pork products for * * *, 
could not recall the specific allegations but stated that * * * does purchase 
approximately * * * of its pork requirements from * * * Canadian supplier, * * 
*• and * * * of its requirements from* * * U.S." suppliers, * * *· * * * 
reported that nearly*** percent of the Canadian pork purchased by.his firm 
is sold to a * * *· * * * reported that the three major factors considered by 
* * * in purchasing pork are customer preference, price, and freshness • 

. 
* * * reported that in general the price of Canadian pork is very similar 

to the price of U.S. pork. Canadian-produced pork loins are· * * * per pound 
less expensive than U.S.-produced loins; however, the Canadian product has more 
bone in its product, providing less value than the domestic' product. Canadian-
produced spareribs are * * * cents per pound more expensive than U.S.-produced 
spareribs because the Canadian product has smaller ribs. Canadian-produced 
fresh trinunings are more eXpensive than U.S.-produced trinunings because of the 
better consistency of the Canadian product. * * * stated that the Canadian 
trinunings will be between 78 percent and 80 percent lean, whereas the U.S. 
product will be 72 percent lean. Although Canadian-produced pork butts are 
less expensive than U.S.-produced butts, * * * reported that these two products 

11 * * * 
2/ * * * 
J./*** 
!ii International Financial Statistics, August 1989. 
~/ * * * 
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Table 23 
U.S.-Canadian exchange rates: 1/ Nominal exchange rates of the Canadian 
dollar in U.S. dollars, real exchange-rate equivalents, and producer price 
indicators in the United States and Canada, 21 indexed by quarters, January 
1986-March 1989 

U.S. Canadian Nominal Real 
Producer Producer exchange- exchange-

Period Price Index Price Index rate index rate index 

1986: 
January-March ••••••• 100.0 100.0 100.0 100.0 
April-June •••••••••• 98.2 98.5 101.4 101.8 
July-September •••••• 97.7 98.7 101.3 102.4 
October-December •••• 98.1 99.4 101.4 102.8 

1987: 
January-March ••••••• 99.2 99.8 104.9 105.6 
April-June •••••••••• 100.8 101.1 105.3 105.6 
July-September •••••• 101.9 102.6 106.2 106.8 
October-Decembe.r •••• 102.3 103.6 107.1 108.4 

1988: 
January-March ••••••• 102.9 103.9 110.8 111.8 
April-June •••••••••• 104.8 105.2 114.1 114.6 
July-September •••••• 106.2 106.3 115.1 115.2 
October-December •••• 106.7 107.2 116.4 116.9 

1989: 
January-March •••••• 109.0 ·108. 2 117 .8 116.8 

11 Exchange rates expressed in U.S. dollars per Canadian dollars. 
21 Producer price indicators--intended to measure final product prices-­
are based on average quarterly indexes presented in line 63 of the 
International Financial Statistics. 
l/ The indexed real exchange rate represents the nominal exchange rate 
adjusted for relative movements in Producer Price Indexes in the United 
States and Canada. Producer prices in the United States and Canada 
increased 9.0 percent and 8.2 percent, respectively, between January 1986 
and March 1989. ' 

Note.--January-March 1986=100. 

Source: International Monetary Fund, International Financial Statistics, 
August 1989. 

3/ 
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are not comparable because the Canadians cut this product differently than U.S. 
producers do, e.g., they leave more of the jowl on the product. 

* * * cited * * *, a warehouse distributor located in * * *, in a lost 
revenues allegation involving* **,but it was unable to provide any specific 
information regarding the specific sale, the quantity, or price offered. * * * 

* * * reported that currently * * * of * * * purchases of fresh pork 
product * * * is from a Canadian supplier, * * *, and* * * are from domestic 
suppliers, * * *· * * * stated that * * * started to purchase Canadian product 
in * * * as a secondary supplier to * * *· * * * explained that the domestic 
producers were unreliable suppliers and that he needed to insure a constant 
supply of fresh pork product for his customers. The Canadian product also 
provided a better trimmed product, thereby producing a better yield than the 
pork product from domestic sources. 

* * * reported that the price of the Canadian product is approximately * * 
*per pound below comparative domestic product. Although* * *, another 
domestic supplier, prices its product competitively with the Canadian pork, * * 
* product is not trimmed sufficiently. The domestic pork purchased by * * * is 
priced on a formula basis (USDA plus a premium from * * * and the National 
Provisioner plus a premium from***). The Canadian product is priced on a 
total price basis. * * * stated that he is aware of the USDA and National 
Provisioner price when negotiating for the Canadian product. 

* * *, a petitioning party, cited** *allegation of lost sales involving 
* * * to * * *, a processor of pork located in* * *· * * * could not recall 
the specific sale but reported that between * * * percent of its purchases are 
from Canadian suppliers. * * * stated that the Canadian product is too 
expensive, * * * cents per pound higher than its U.S. suppliers, for * * * to 
purchase more Canadian product. The. advantage of the Canadian product is that 
the supplier will sell its product 2 weeks in advance on the basis of current 
price, whereas U.S. producers will only sell on a day-prior or day-of-shipment 
basis. 

* * * reported that the three major factors considered by * * * in 
purchasing pork are price, current availability, and quality of product. * * * 
stated that the Canadian pork product is generally leaner than the U.S. 
product. * * * purchases fresh pork from the following domestic companies: * 
* * 
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(Investigation No 701-TA-298 (Final)] 

Fresh, Chilled,'orFrozen Pork from 
Canada · 

AGENCY: United States International 
Trade Commission. 

ACTION: Institution of a final 
countervailing duty investigation and 
scheduling of a hearing to be held in 
connection with the investigation. 

SUMMARY: The Commission hereby gives 
notice of the institution of final 
countervailing duty investigation No. 
701-TA-298 (Final) under section 705(b) 
of the Tariff Act of 1930 (19 U S.C. 
1671d(b)) (the act) to determine whether 
an industry in the United States is 
materially injured, or is ihreatened with 
material injury, or the establishment of 
.an industry in the United States is 
materially retarded, by reason of 
imports from Canada of fresh, chilled or 
frozen pork, provided for in subheadings 
0203.11.00, 0203.12.90. 0203.19.40, 
0203.21.00. 0203.22.90 and 0203.29.40 of 
the Harmonized Tariff Schedule of the 
United States, that have been found by 
the Department of Commerce, in a 
preliminary determination, to be 
subsidized by the Government of 
Canada. Commerce will make its final 
subsidy determination in this 
investigation on or before July 17, 1989, 
and the Commission will make its final 
injury determination by September 5, · 
1989 (see sections 705(a) and 705(b) of 
the act (19 U.S.C. 1671d(a) and 
1671d(b))). . 

For further information concerning the 
conduct of this investigation, hearing · 
procedures. and rules of general· 
application. consult the Commission's 
Rules of Practice and Procedure. part 

· 207, subparts A and C (19 CFR part 207), 
as amended. 53 FR 33041 (August 29, 
1988} and 54 FR 5520 (February 2, 1969), 
and part 201. subparts A through E (19 
CFR part 201). as amended, 54 FR 13672 
(April 5, 1989). 
EFFECTIVE DATE: May 8, 1989 

FOR FURTHER INFORMATION CONTACT! 
Bruce Cates (202-252-1187), Office of 
Investigations, U.S. International Trade 
Commission. 500 E Street SW .. 
Washington. DC 20436. Hearing­
impaired individuals are advised that 
information on this matter can be 
obtained by conta_cting the 
Commission's TDD terminal on 202-252-. 
1810. Persons with mobility impairments 
who will need special assistance in 
gaining access to the Commission 
should contact the Office of the 
Secretary at 202-252-1000. 

SUPPLEMENTARY INFORMATION: 

Background 
This investigation is being instituted 

as a result of an affirmative preliminary 
determination by the Department of 
Commerce that certain benefits which 
constitute subsidies within the meaning 
of section 701 of the act (19 U S.C. 1671) 
are being provided to manufacturers, 
producers. or exporters in Canada of 
fresh, chilled, or frozen pork. The 
investigation was requested in a petition 
filed on January 5, 1989. by the National 
Pork Producers Council (r\PPC), Des 
Moines. IA. and others. 1 In response to 
that petition the Commission conducted 
a preliminary countervailing duty 
investigation and, on the basis of 
information developed during the course· 
of that investigation, determined that 
there was a reasonable indication that 
an industry in the United States was 
materially injured or threatened with 
material injury by reason of imports of 
the subject merchandise (54 FR 8835, 
March 2. 1989). 
Participation in the Investigation 

Persons wishing to participate in this 
investigation as parties must file an 
entry of appearance with the Secretary 
to the Commission, as provided in 
§ 201.11 of the Commission's rules (19 
CFR 201.11), not later than twenty-one 
(21) days after the publication of this 
notice in the Federal Register. Any entry 
of appearance filed after this date will 
be referred to the Chairman. who will 
determine whether to accept the late 
entry for good cause shown by the 
person desiring to file the entry 
Senice List 

Pursuant to § 201.ll(d) of the 
Commission's rules (19 CFR 201.ll(d)), 
the Secretary will prepare a service list 
containing the names and addresses of 
all persons, or their representatives, 
who are parties to this investigation 
upon ~e expiration of the period for 

' Arkansas Pork Producers' Council. Atkins. AR; 
Colorado Pork Producers' Council. Eaton. CO: Idaho 
Pork Producers' Association. Caldwell. ID; Illinois 
Pork Producers' Association. Springfield. IL: Indiana 
Pork Producers' Association. lndinnapolis. IN; Iowa 
Pork Producers' Asaociaticin. Ciive. IA; Michigan 
Pork Producers' Association. Lansing. Ml: 
MiMesota Pork Prodl.lcers' Asaociation. Albert Lea. 
MN: Nebraska Porlc Prodacers' A11ociation. Lincoln. 
NE: North Carolina Porlc Producers' Association. 
Rulcigh. NC: North Dakota Pork Producers' Council. 
Leith. l\'D: Ohio Pork Producers' Council, 
Westel'\·ille. OH: Wisconsin Porlc Producers' 
Association. Lancaster, WI: National Pork Council 
Women. Des Moines. IA: ConAgra Red Meats. Inc.. 
Greeley. CO: Dakota Pork Industries. Inc.. 
Minneapolis. 1\1:11: Farmstead Foods. Albert Lea. 
MN: IDP. Inc.. Dakota City. NE: lllinoia l'o~k 
Corporation. Monmouth. 11.: Thom Apple Valley. 
Southfield. Ml: Wilson Foods. Oklahoma Cily. OK. 
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filing entries of apppearance. In 
accordance with § § 201.16( c) and 207.3 
of the rules (19 CFR 201.16(c) and 207.3, 
as amended, 53 FR 53041 (August 29, 
1988) and 54 FR 5222 (February 2. 1989)), 
each document filed by a party to the 
investigation must be served on all other 
parties to the investigation (as identified 
by the service list). and a certificate of 
service must accompany the document. 
The Secretary will not accept a 
document for filing without a certificate 
of service. · 

Limited Disclosure of Business 
Proprietary Information Under a 
l'rotective Order 

Pursuant to section 207.7(a) of the 
Commission's rules (19 CFR § 20i.7(a), 
as amended 53 FR 53041, August 29. 
1988) and 54 FR 5222 (February 2. 1989)). 
the Secretary will make available 
business proprietary information 
gathered in this final investigation to 
authorized applicants under a protective 
order, provided that the application be 
made not later than twenty-one (21) 
days after the publication of this notice 
in the Federal Register. A separate 
service list will be maintained by the 
Secretary for those parties authorized to 
receive business proprietary information 
under a protective order. The Secretary 
will not accept any submission by 
parties containing business proprietary 
information without a certificate of 
service indicating that it has been 
served on all the parties that are 
authorized to·receive such information 
Wider a protective order. 

Staff Report 

The prehearing staff report in this 
investigation will be placed in the 
nonpublic record on July 12. 1989, and a 
public version will be issued thereafter, 
pursuant to § 2f17.21 of the Commission's 
rules (19 CFR 2f17.21). 

Hearing 

The Commission will hold a hearing in 
connection with this investigation 
beginning at 9:30 a.m. on August 1, 1989, 
at the U.S. International Trade 
Commission Building, 500 E Street SW., 
Washington, DC. Requests to appear at 
the hearing should be filed in writing 
with the Secretary to the Commission 
not later than the close of business (5:15 
p.m ) on July 19. 1989. All persons 
desiring to appear at the hearing and 
make oral presentations should file 
prehearing briefs and attend a 
prehearing conference to be held at 9:30 
a.m. on July 2-l, 1989. at the U.S. 
International Trade Commission 
Building. The deadline for filing 
prehcaring briefs is July 24, 1969. 

Testimony at the public hearing is 
governed by § 207.23 of the 
Commission's rules t19 CFR 207.23). This 
rule requires that testimony be limited to 
a nonbusiness proprietary summary and 
analysis of material contained in 
prehearing briefs and to information not 
available at the time the prehearing 
brief was submitted. Any written 
materials submitted at the hearing must 
be filed in accordance with the 
procedures described below and any 
business proprietary materials must be 
submitted at least three (3) working 
days prior to the hearing (see 
§ 201.6(b)(2) o! the Comrnii:sion's rules 
(19 CFR 201.6(b)(2))). 

Written Submissions 

All legal arguments. economic 
analyses. and factual materials relevant 
to the public hearing should be included 
in prehearing briefs in accordance with 
§ 207.22 of the Commission's rules (19 
CFR 207.22). Posthearing briefs must 
conform with the provisions of section 
207.24 (19 CFR 207.24) and must be 
submitted not later than the close of 
business on August 7, 1989. In addition, 
any person who has not entered an 
appearance as a party to the 
investigation may submit a written 
statement of information pertinent to the 
subject of the investigation .on or before 
August 7, 1989. . . 

A signed origmal and fourteen (14) 
copies of each submission must be filed 
with the Secretary to the Commission in 
accordance with § 201.8 of the 
Commission's rules (19 CFR 201.8). All 
written submissions except for business 
proprietary data will be available for 
public inspection during regular 
business hours (8:45 a.m. to 5:15 p.m.) in 
the Office of the Secretary to the 
Commission. 

Any information for which business 
proprietary treatment is desired must be 
submitted separately. The envelope and 
all pages of such submissions must be 
clearly labeled "Business Proprietary 
Information." Business proprietary 
submissions and requests for business 
proprietary treatment must conform 
with the requirements of § § 201.6 and 
207.7 of the Commission's rules (19. CFR 
201.6 and 207.7 as amended, 53 FR 33041 
(August 29, 1988) and 54 FR 5222 
(February 2. 1989). · 

Parties which obtain disclosure of 
business proprietary information 
pursuant to § 207.7(a) of the 
Commission's rules (19 CFR 207.7(a) as 
amended, 53 FR 33041 (August 29, 1988) 
and 54 FR 5222 (February 2, 1989)) may 
comment on such information in their 
prehearing and posthearing briefs, and 
may also file additional written 
comments on such information no later 

than August 14. 1989. Such additional 
comments must be limited to commen:s 
on business proprietary information 
received in or after the posthearing 
·briefs. 

Authority: This investigation is being 
conducted under authciriry of the Tariff Act uf 
1930. title Vil. This notice is published 
pursuant to§ Z07.20 of the Commission's 
rules (19 CFR Z07.ZO) 

By order of the Commission. 
Kenneth R. Mason, 
Secretary. . 

Issued: May 15. 1989. 

(FR Doc. 8~1Z487 Filed ~Z4-89: 8:45 am) 
BIWNG CODE 7020-eJ-M 
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lnternaUonal Trade Administration 

(CY-122-1071 

. Ftnal Affirmative Countervalling Duty 
Determination: Fresh, Chilled, and 
Frozen Pork from Canada. 

AGENCY: Import Administration, 
International Trade Administration, 
Commerce. 
ACTION: Notice. 

SUMMARY: We determine that benefits 
which constitute subsidies within the 
meaning of the countervailing duty law 
are being provided to producers or 
exporters in Canada of fresh. chilled. 
and frozen pork. as described in the · 
.. Scope of Investigation" section of this 
notice. T"ne estimated net su~sidy is_ 
CanS0.08/kg. (CanS0.036/lb.) for all 
producers or exporters in Canada of 
fresh. chilled. and frozen pork and de 
minimis for all producers or exporters in 
Canada of fresh. chilled. and frozen sow 
and boar meal · 
EFFECTIVE DATE: July 24, 1989. 
FOR FURTHER INFORMATION CONTACT: 
Kay Halpern or Rick Herring. Office of 
Countervailing Investigations, Import 
Administration. International Trade 
Administration. U.S. Department of 
Commerce. 14th Street and Constitution 
Avenue, 1'1"W .. Washington. DC 20230; 
telephone: (202) 377--0192 or 377-2438. 
SUPPLEllENTAAY INFOllMATIOfC 

Final Determination 

Based on our investigation. we · 
determine that certain benefits which 
constitute subsidies within the meaning 
of section 701 of the Tariff Act of 1930. 
as amended (the Act), are being 
provided to producers or exporters in 
Canada of fresh. chilled. and frozen 
pork. For purposes of this investigation, 
the following programs are found to 
confer subsidies: 

Federal Programs · 
• Tripartite Stabilization Programs 

under the Agricultural Stabilization Acl 
• Feed Freight Assistance Program. 
• Western Diversification Program. 
• Western Transportation Industrial 

Development Program. 

Federal/Provincial Program 
• Canada/Quebec Subsidiary 

Agreement on Agri-Food Development. 

Pt0vincial Programs 

• Alberta Crow Benefit Of£set 
Program. 

• Alberta Economir. n1welooment 11nd 
Trade AcL 

• Alberta Crant to Fletcher"s Fine 
Foods; 

· · • Ontario Farm Tax Rebate Program. 
• Ontario Marketing Assistance· 

Program for Pork Producers. 
• Ontario (Northern) Livestock 

Improvement and Transportation 
Assistance Programs. 

• Or.terio Pork industry lmvrovement 
Program. 

• Quebec Farm Income Stabilization 
insurance Program. 

• Quebec Productivity Improvement 
and Consolidation of Livestock"" 
Production Program (Farm Duilding 
Subprogram). 

• Quebec Regional Development 
Assistance Program (Livestock 
Transportation Subprogram). 

• Saskatchewan Hog Assured 
Returns Programs. 

• Saskatchewan Livestock 
investment Tax Credit Program. 

• Saskatchewan Livestock FRcilities 
Tax Credit Program. 

We determine the estimated net 
subsid)• to be Can.SD.OS/kg. (CanS0.036/ 
lb.) for all producers or exporters in 
Canada of fresh. chilled. and frozen pork 
and de minimis for all producers or 
exporters in Canada of frei;h. chilled, 
and frozen sow and boar meat. 

Case History 

Since the last Federlll Register 
publication pertaining to this 
investigation (Preliminary Affirmative 
Counten·ailing Duty Determination: 
Fresh. ChiJJed. and Frozen Pork from 
Canada. 54 FR 19582. May 8.1989) 
(Preliminary Determination). the 
following events have OCCUtred. 
Respondents submitted a supplement11l 
response to our third supplemental/ 
deficiency questionnaire on May 11. 
1989. We conducted verification of the 
questionnaire responses of the 
Government of Canada and the 
provincial governments of Alberta, 
Manitoba, Ontario. Quebec and 
S11skatchewan in Canada from May 15 
to June 1. 1989. Respondents submitted 
amended responses and additional · 
clarif)·ing information requested at 
verification on May 24. June 13. June 14 
June 15, June 22 and June 30. 1989. 

Doth petitioner and respondents 
requested a public hearing in this 
inustigalion. Case briefs were filed by 
petitioner and responden:s on June Z3 
and rebuttal briefs were filed on June 2 
1989. The hearing was held an June 28. 
1989. 

During the hearing, one party 
presented oral arguments which had n 
been included in a rebuttal brief. Un1.h 
section 35S.38(b) of the Commerce 
Department's regulations. published ir 
the Federal Register on December 27. 
1988 (to be codi£ied at 19 CFR 355.JB(l 
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during the hearing ·"an interested party 
may .make an affirmative presentation 
only on arguments.Included in that· 
party's case brief and may make a 
rebuttal presentation only on argumenta. 
included in that party's rebuttal brief." 
For this reason, that party's rebuttal 
presentation has been stricken from the 
transcripts of the hearing. We wish to 
remind all interested parties that. in all 
hearings before the Department. we will 
strictly enforce the requirements of 
section 355.38(b). 

Sco_pe of Investigation 

The United States has developed a­
system of tariff classification based on 
the international harmonized system of 
customs nomenclature. On January 1, 
1989. the U.S. tariff schedules were fully 
converted to the Harmonized Tariff 
Schedule (HI'S), and all merchandise 
entered or withdrawn from warehouse 
for consumption on or after that date ii 
now clasaified solely according to the 
appropriate HTS item number(s). The 
Department is providing both the 
appropriate Tariff Schedules of the 
United States Annotated (TSUSA) item 
number(s) and the appropriate HTS item 
number(s) with product descriptions for 
convenience and Customs purposes. The 
Department's written description of the 
products under investigation remains 
dispositive as to the scope of the 
products covered by this investigation. 

The products covered by this 
investigation are fresh. chilled. and 
frozen pork. currently provid!td for 
under TSUSA Item numben 106.4020 . 
and 106.4040, and currently classifiable· 
under HTS item numbers 0203.11.oo; 
0203.12.90, 0203.19.40, 0203.21.00, 
0203.22.90, and 0203.29.40. Specifically 
excluded from this investigation are any 
processed or otherwise prepared or 
preserved pork products such as canned 
hams, cured bacon. 18118888 and sround · 
p;:irk. . . . 

Application of Sec:tioa 7718 

Section 1313 of the Omnibus Trade 
and Competitivenea1 Act of 1988 
amended the Tariff ACt of 1930 to · 
include a new section 7718. This aectton · 
reads as f ollowa: 

In the case of an qricultural product 
proceued from a raw agricultural 
product in whic:h-

(1) the demand for the prior atqe product la 
1ubatantiaUy dependent on the demand 
for the latter •taae product. and 

(2) the proc:eaifta operation adds only limited 
value to the raw commodity, ·· 

subsidies found to be provided to either 
producers or proc:e11ora of the product 1hall 
be deemed to be provided with re1pec:t to the 
manufacture; production. or exportation of 
the proC:caaed product. 

The subject merchandiae in thia . 
investigation is an agricultural product, 
fresh, chilled. and frozen pork. 
processed from a raw agricultural 
product, live swine. Therefore, in this 
investigation. we must analyze the · 
elements of section 7718 to determine 
whether the subsidies provided to 
producers or procesaors of live swine 
shall be deemed to be provided with 
respect to the manufacture. production. 
or exportation of fresh. chilled. and 
frozen pork. For the reasons discussed 
below, we determine that the elements 
of section 7718 are met. 

Prior to the enactment of section 771B, 
the Department considered a benefit to 

. producers of a raw agricultural product 
as a benefit to producers of a processed 
agricultural product. See Certain Fish 
from Canada: Final Countervailins Duty 
Determination (43 FR 25998. June 16. 
1978); Lamb Meat from New Zealand: 
Preliminary Affirmative Countervailins 
Duty Determination (46 FR 58128. 
November 30, 1981); Final Affirmative 
Countervailing Duty Determination: 
Live Swine and Fresh. ChJ1/ed. and 
Frozen Parle Products from Canada 
(Swine) (50 FR 25098, June 15, 1985); 
Final Affirmative Countervailing Duty 
Detennination and Order: Lamb Meat 
from New Zealand (Lamb Meat 1985) 
(50 FR 37708. September 17, 1985}; 
Preliminary Affirmative Countervailing 
Duty Determination: Red Raspberries 
from Canada (50 FR 42574, October 21, 
1985): Final Affirmative Countervailing 
Duty Determination and Order: Ries 
from Thailand (51 FR 12358, April 10. 
1986); and Final Affirmative 
Countervailing Duty Determination: 
Certain Fresh Atlantic Groundfish from 
Canada (Groundfish) (51 FR lootl, 
March 24, 1988). For example, in Swine, 
respondents argued that the Department 
should apply the upstream subsidy 
provision. section 771A of the Act. to 
determine if benefits to has producen 
paued through to pork producers. We 
disagreed because we did not consider 
live 1wine to be an "input" into 
unprocessed pork. Instead. we 
conaidered benefits to has producers u 
direct benefits to pork producers. 
Therefore, since we otherwise did not . 
&nd reasonable grounds to believe or 
auspect that an upstream subsidy wae 
being paid or bestowed with respect to 
unprocesaed pork. we did not conduct 
an upstream subsidy investigation. 

· level of value added and the role of the 
~roducer." First, in our discuasion of 
value added we said, "A low level o! 
value added at a given level of 
processing is an indication that the prior 
stage product entering that level is not 
an input into the processed product." 
Second. in our discussion of the role of 
the processor and whether the processor 
merely makes the product ready for the 
next consumer we said, ''The salient 
criterion is the degree to which the 
demand for the prior stage product is· 
dependent on the demand for the latter 
stage product." · 

Respondents in Swine appealed the 
Department's decision not to apply the 
upstream subsidies provision. The Court 
of International Trade (CIT) remanded 
Swine to the Department of conduct an 
upstream subsidy investigation. The CIT 
ruled that Commerce had to apply the 
upstream subsidy provision because it 
found no exception to that proviaion for 
agricultural products either in the 
statute or in the legislative history. See, 
Canadian Meat Council v. United 
States, 661 F. Supp. 622 (1987). The 
decision of the CIT can only be 
considered advisory, however, because 
Its later decision to uphold the ITC's 
negative Injury determination regarding 
the domestic industry for pork products 
mooted its remand instructions. See, 
National Pork Producers Council v. . 
United States, 661 F. Supp. 633 (1987). In 
light of the Court's decision, Congress 
~ended the Act by adding section 7718 
to codify the Department's practice. 133 
Cons. Rec. S8814-18 (daily ed. June 16. 
1989). 

In this inveattgation, we detennine 
that the first criterion of section 7718 is 
met because the demand for live swine 
depends auba~tially upon the demand 
for freah. chilled. and frozen pork. Swine 
producers raise moat swine for 
alauahter. Pork constitutes the primary 
product of the alauahtered pig. Thus, the 
demand for pork and for live swine are 
inextricably linked. a fact recognized by 
the provincial has marketing boards, 
which actively promote the consumption 
of pork to Increase the demand for live 
swine. The demand for live swine to be 
procesaed further, e.s .. into canned ham 
or sausage, still requires that the live 
swine first be processed as fresh. 

We clearly spelled out in Swine our 
reasons for detennining that benefits to 
has producers directly benefit pork 
producers. "We believe there are two 
characteristics which evidence that live 
1wine ahould not be considered an 
'input' into fresh. frozen. and chilled 
pork products. These characteristics are 

chilled. and frozen pork. In this regard, 
the demand for fresh. chilled. and frozen 
pork incorporates both the retail 
customer who demands fresh. chilled, 
and frozen pork for consumption and the 
wholesale customer who demands fresh. 
chilled. and frozen pork for further 
processing. · 

The second criterion of section 7718 is 
also met in this investigation because 
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the procesaing operation uaed to 
manufacture fresh. chilled. end frozen. 
pork adds limited value to the live 
swine. We verifred.that pork producers 
in Canada add, on average. 
approximately 20 percent in value to the 
live swine. Thia figure. however, 
encompasses various levels o.f 
processing that often go beyond the 
initial steps needed to first make a pig 
into pork. That is. to make the product 
under this investigation. the pork 
manufacturer immobilizes, kills, washes. 
dehairs. eviscerates. and splits the bog. 
After the pork producer weighs the 
carcass. he then removes the head and 
kidneys end trims air pockets or 
diseased portions. The split carcass now 
classifies as fresh. chilled. and frozen 
pork. 

While a-percentage figure Cor value 
added helps focus our evaluation of the 
second element of section 771B. it does 
not resolve the question of whether the 
processing operation adds only limited 
value to the raw commodity. The pork 
producers incur most of their cost in 
processing the live swine into split 
carcasses. The additional cost 
associated with processing the split 
carcasa into primal or trimmed cuts is 
small relative to the price which these 
cuts receive in the markeL For example. 
we verified that. In some cases. a Dick of 
the knife transformed a primal cut Into a 
more expensive. trimmed cut. M 
explained by the General Manager for 
the Canadian Meat Council, "It has 
.made practical and economic aense for 
the industry to do thia additional fat 
trimming at the plant level due to higb . 
returns for the fat credits and. In many 
casea. the fat ia removed without 
additional labour." Thus. the figure of 20 
percent value added to a degree 
corresponds to the higher profits earned 
in the marketplace by product 
presentation. and not the coat of 
processing the aplit carca11 lnto primal 
or trimmed cuts. For these reasooa. we 
find in thi1 lnvest1sation that the 
processing operation adds only limited 
value to the raw commodity becaUH the 
processins represented by the ftsure of 
20 percent bas not changed the essential 
choracter of the live swine. 

Therefore. for the reasons set forth 
above. we determine that subsidies 
found to be provided to live swine shall 
be deemed to be provided with respect 
to the manufacture. production. or 
exportation of fresh. chilled, and frozen 
pork in accordance with section 771B of 
the AcL 

An:ilysis of Programs · · · 

We streamlined this investigation 
because of the large number of programs 
involved. the large nwtlber of swine and 

pork producers in Canada. and the fact 
that we have previously examined most 
of the programs upon which we' - . · · · · 
initiated. and decided to examine only 
swine and pork producers in the 
provinces of Quebec. Ontario. Alberta. 
Manitoba, and Saskatchewan. These 
five provinces accounted for 92.S · · 
percent of hogs ala¢tered in Canada 
in 1987. the most recent year for which· 
auch information is available. 

We used our standard methodology to 
calculate benefits under gra_nt programs. 
Grants provided on a recurring basis are 
expensed in the year of receipt For non· 
recurring grants. we totalled the grants 
provided under each program aod 
divided that amount by the total sales 
value of the- subject merchandise from 
the five provincea exa~ined for 
purposes of this mvestigation. If the sum 
was less than 0.5 percent of the sales 
concerned, we expensed such grants in 
the year of receipt. Since we have not 
received sales information for the years · 
prior to the review period. we used as 
best information available the sales 
value for 1988. as reported in the 
response. to determine if grants received 

· prior to 1988 should be allocated over 
time or expensed In the year of receipt 
Based on thia methodology. all grants 
were expensed In the year of receipt. 

In both Swine and this investigation. 
we have uaed a conversion factor to 
calculate the percentage of pork yield 
from live swine. This percentage is then 
used In calculating the subsidy. Both 
respondents and petitioner have made 
SU88e&tions as to the appropriate 
conversion factor. We have selected a 
.conversion factor of 79.5 percent as 
verified for the review period. 

We believe that 79;5 percent Is the 
most appropriate conversion factor to 
use because the two largest . 
countervailable programs in this 
lnvestisation. the tripartite program and· 
the Quebec Fann Income Stabilization 
Insurance Program. both use similar 
conversion factors. or the conversion 
factors which hove been proposed in 
this investigation. the factor or 79.5 
percent most closely approximates the 
conversion factor used by the 
stabilization programs and the 
provincial marketing boards and 
packers in determining the final price to 
be paid for the live swine. 

In the Final Results of Counter;ai/ir:g 
Duty Administratfre Re,·iew: Live 
Swine from Canada, 54 Fed. Reg. 651 
{1989) {Live Swine Review), separate 
rates were calculated for market hogs 
and for sows and boars. Sows and boars 
were determined to be a distinct 
subclass of merchandise. Both 
respondents nnd petitioner have argued 

that a separate rate should be applied 
for sow and boar meat. In light of the 
practice established in the 
administrative review, and the 
arguments provided by respondents and 
petitioner. we have calculated a. 
separate rate for sow and boar meal 
For those programs where sows and 
boars are not eligible for benefits. we 
have allocated payments only to market 
hogS. For additional information on this 
issue. see Comment 11. 

We discovered the Quebec 
Reimbursement of Municipal and 
Educational Taxes Program. which may 
provide different levels of tax rebates to 
farmers based on regional criteria, too 
late in the investigation to gather 
sufficient information to be used in this 
determination. U a final countervailing 
duty order is issued in this investigation, 
we will examine this program in any 
subsequent 751 reView. 

For purposes of this final 
determination. the period for which we 
are measuring subsidies ("the review 

. period") is calendar year 1988. 
Based upon our analysis of the 

petition. the responses to our 
questionnaire. verification. and written 
comments from respondents and 
petitioner. we detennine the following: 

/. Prosrmns DetermUied To Confer 
Subsidies 

We determine that subsidies are beins 
provided to producers or exporters in 
Canada of fresh. chilled. and frozen pork 
under the followin8 programs: 

A. Federal Programs 

1. Tripartite Programs under the 
Agricultural Stabilization Act. The 
Agricultural Stabilization Act (ASA) of 
1958 was passed by the federal 
government to provide for the price 
stabilization of certain agricultu:al 
commodities. ln 1975, the ASA was 
amended to revise the list of named 
commodities to cattle. hogs. sheep, 
industrial milk and cream. com. 
soybeans. and oats and barley grown 
outside the Canadian Wheat Board 
designated areas. The support formula 
was update to a minimum of 90 percent 
of a five year average market price plus 
an index to reflect production cost 
c!tanges. 

In January 1985. the ASA was further 
amended by Bill C-25. which authorized 
the Minister of Agriculture. with the 
appro\'al of the Governor in Council. to 
enter into tripartite agreements with the 
provinces and/or producers to provide 
price stabilization schemes for ar.y 
natural or processed product of 
agriculture. The Minister may cntrr into 
a tripartite agreement only after he 
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detennines that it will not give a 
financial advantage to eome producers 
in the production or marketing of the 
product not enjoyed by other producers 
of the same product in Canada and that 
ii will not provide an incentive to 
overproduce. The Bill also amended the 
Act by (1) changing "sheep" to "lamb 
and wool," (2) adding to the list of 
named commodities spring and winter 
wheat grown outside the Canadian 
Wheat Board designated areas, and (3) 
providing for different support periods 
with respect to different commodities 
(e.g. quarterly periods for livestock). 

Tripartite agreements on bogs were 
signed effective January 1, 1986, with 
Alberta, Saskatchewan, Manitoba, and 
Ontario. An amended agreement was 
signed on February 8, 1989, adding the 
Provinces of British Columbia, Quebec. 
New Brunswick. Prince Edward Island. 
and Nova Scotia. Under the terms of the 
tripartite agreements on hogs, the 
provinces, with the exception of Quebec, 
may not offer separate stabili.iation 
plans or other ad hoc assistance for 
hogs, nor may the federal government 
offer compensation to hog producers in 
a province not a party to the agreemenL 
The tripartite scheme provides for a 
five-year phase-in period to adjust for 
differences between the tripartite 
scheme and previously existing 
pro\•incial programs. Existing provincial 
stabilization plans, with the exception of 
the Quebec Farm Income Stabilization 
Program. are to be completely phased 
out by 1991. 

The tripartite agreements on hogs a.-e 
administered by the Stabilization 
Committee ("Committee") in 
conjunction with the Agricultural 
Stabilization Board ("Board"). The 
Committee calculates the stabilization 
payments on a quarterly basis in the 
following manner. First. it calculates a · 
"support price," which ts equal to the 
cash costs of production in the current · 
13-week period plus 95 percent of the 
average margin in the eame 13-week 
period for the precedins ftve yean. The 
margin for any period ii equal to the 
national average market price for the 
period minue the national average cB1b 
costs in that period. The difference 
between the eupport price and the 
average market price ie the amount of 
stabilization paymenL Stabilization 
payments are triggered in any 13-week 
period that the market price falls below 
the support price. Payments are made 
only on hogs indexing 80 or abo\•e, 
thereby automatically excluding sows 
and boars. 

To date, tripartite ageemente have 
been signed for the following 
commodities: hogs, cattle, CO\\'s/calves, 

lambs. sugar beete. apples, white pea 
beans and other dry edible beans;· 
honey, and yellow seeded onions. We 
verified that producers or one 
commodity, asparagus, requested a 
tripartite agreement and were rejected. 
Producers of two other commodities, 
sour cherries and com, have also 
requested agreements, but no 
agreements are being drawn up for these 
commodities. 

Support payments under the tripartite 
agreements for various commodities are 
calculated in the manner described 
above, using a fnrmula ranging from 85 
to 95 percent or the average market price 
over the past five years plus an index to 
reflect production cost changes. We 
verified that the support level for beef 
and apples. bot,h of which are covered 
under tripartite agreementS. is 85 
percent. as compared to the 95 percent 
used for bogs. · 

As federal and provincial payments to 
hog producers are now made pursuant 
to tripartite agreements, rather than 88 
named commodities under the ASA. we 
must, as respondents hove argued, focus 
on the tripartite program and consider 
whether it is, de jure or de facto, limited 
to a specific enterprise or industry, or 
group or enterprises or industries, within 
the meaning of section 771(5)(B) of the 
AcL 

We typically consider three factors in 
determining whether a program is 
limited to a specific enterprise or 
industry or group of enterprises or 
industries: (1) The extent to which a 
foreign government acts (88 
demonstrated in the language of the 
relevant enacting legislation and 
implementing regulations) to limit the· 
availability of a program: (Z) the number 
of enterprises, industries, or groups 
thereof that actually use a program. 
which may include the examination of 
disproportionate or dominant users: and 
(3) the extent. and manner in which. the 
government exercises discretion in 
making the program available. 

Pursuant to the.rust factor, we 
verified that there is no de jure 
limitation 88 to which commodities may 
be covered under tripartite agreements. 
Thus, we find that the federal 
government did not act to limit the 
availability of the tripartite program. 

Pursuant to the second factor, by Its 
terms, the ASA. as amended. provides 
that any agricultural product may be 
covered under a tripa:1ite agreemenL 
However, since the January 1925 
amendment authorizing tripartite 
agreements, only nine out of an 
innumerable number of agricultural 
commodities have been incorporated 
under such agreements. Furthermore, 

not all·producers who request tripartite . 
agreements for their commodities obtain 
such agreements. For example, · 
agreements for sour cherries and com 
have not been drawn up because of. 
"administrative difficulties" involving 
the valuation of land and other factors, 
despite the fact that an agreement 
already exists for apples, a commodity 
with similar valuation problems. 
Asparagus growers were rejected 
because government officials deemed 
there was little need for an asparagus 
agreement due to the rising price of 
asparagus and the relatively small \'alue 
of asparagus sales. 

Punuant to the third factor, we found 
that discretion in the administration of 
the tripartite program, which results in 
different treatment for different 
coinmodities, is exercised in the 
following ways. First, there are no 
explicit or standard criteria for 
evaluating tripartite agreement requests. 
Neither the ASA. as amended. nor the 
regulations and guidelines concerning 
tripartite agreements, establish 
procedures or criteria for when a 
commodity is to become subject to a 
tripartite agreement. In practice, it is 
ultimately at the Ministry's discretion 
whether to implements request for a 
tripartite agreement (see Comment 7). 

Second. we verified that the level of 
price stabilization and the terms of each 
scheme varies. at the discretion or the 
government. from commodity to 
commodity. For parity of benefits among 
the producers of different commodities 

. to exist, it is essential that the cost of 
production elements in the stabilization 
formulas for varjous commodities be 
comparable to one another. That is. the 
cost of production model used for the 
swine program should reflect the actual 
cost of production experience of swine 
producers to the same extent that the 
model for other commodities reflects the 
actual cost of production experience of 
producers of those commodities. At· 
verification. we learned that cost of 
production models do not necessarily 
reflect the experience of the relevant 
producer group. 

Furthermore, the support level has 
varied historically for the same product 
and is ofter different for different 
commodities. For example, the support 
level for hogs was raised from 93 
percent to 95 percent in an effort to get 
Quebec to sign a tripartite agreement on 
hogs. Moreover, as noted above, the 
suport level for apples and beef is only 
85 percent., We were told during 
verification that the Committee worked 
with different support models for 'these 
commodities, and that a model was 
originally devised for beef in which the 
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support level would be SO percent. 
However, due to opposition to that 
support level. it was raised to the 
present level but elements in the cash 
cost component of the model were 
dropped. Thus, the incomes of producen 
of certain covered commodities are 
being stabilized to a significantly sreater 
or lesser extent than those of others for 
no objective reasons. 

Even among swine producers, beneftta 
are not available on equal terms. 
Indeed, it appears that. by allowing 
Quebec to keep itli provincial bog 
stabilization program, the Ministry is 
undermining the general guidelines of 
the tripartite program by giving an 
advantage to some producers in the 
production of bogs not enjoyed by other 
prOducera of the same product in 
Canada. 

For the foregoing reasons. we 
determine the tripartite program to be 
limited.to a group of enterprises or 
industries. and therefore 
countervailable. 

To calculate the benefit under this 
program. we Ont calculated the dressed· 
weight equivalent of hogs marketed 
during the review period in the five 
provincu examined for purposea of this 
inveaU,ation (leaa aowa and boan). To 
obtain the dreued-weight eqwvalent. 
we used tbe live-weight to dreued· 
weight converalon factor of 19.5 percent 
a1 verified for the review pertocL Since 
the atabWzation paymenta are diabuned 
from a pool of fundt made up of equal 

· contributiona from the federal 
government. provindal aovernmentl. 
and produaer premJwm. plua interest, 
we multiplied the atabililation paymenta 
which we verified were made to boll 
producen durina tbe review period D)' 
two-thirda to factor out the producer 
premiuma. We then allocated the relUlt 
over the drealed-weiaht equivalent of 
hop marketed in the five proYincet 
durtna the review period (lua IOWI llld 
boars) to obtain u atimated net . 
aubaidy of CanSO OZ7488/ka­
(CanSo.o1Z488/lb.) for fnab. c:hlll8d. and 
fror.ea F.k. Becaue 10W1 and boan 
are ineU&lble for beneflta under tb1t 
prosram. we determine the benefit to be 
zero for eow and boar meaL . 

2. Feed Freight Assistance Proararn­
The Feed Freight Aaaiatance Program 
was admlnlatered by Agriculture 
Canada until 1961, when the IJveetock. 
Feed Act (I.FA) was passed and the 
Uveatock Feed Board waa formed to 
admlnlster the prosnm. Parliament 
enacted· the I.FA ln response to domeetlc 
feed grain supply problema and price 
f!uctuationa in eastern Canada and 
British Columbia. The Board enauree the 
availability or feed grain to meet the 
needs of liveatock feeders, the 

availability of adequate storage space in 
eastern Canada for feed grain. and price 
stability for feed grain in eastern 
Canada. British Columbia. the Yukon. 
and the Northwest Territories. Only 
users of feed grain, i.e.. those who buy it 
to feed livestock (commercial mills and 
livestock producers), are eligible for 
assistance. 

Eligibility for the program is restricted 
to feed grain millers in "designated 
areas" (Manitoba, Saskatchewan. 
Alberta and parts of British Columbia) 
whose grain is fed to livestock. and to 
livestock owners in parts of eastern 
Canada and British Columbia, and in the 
Yukon Territory and the Northwest 
Territories. 

To qualify for assistance, the feed · 
grain must be transported outside the 
fann where it is grown and moved 
through commercial channels. 
Commercial channels are defined u 
transactions that provide an invoice, 
weight certificate. grade certificate. and 
bill of lading. Payments are made onlJ 
on grain that will be fed to livestock. 

Benefita are provided for transporting 
and storing feed. Payments for feed 
grain transportation are set per ton 
according to the destination of the grain. 
Feed pin atorage payments are made 
on a product-epeclfic basla. 

Becauae this program t1 limited to 
feed grain millers in the above described 
"detipsated areu" whon grain la fed to 
livestock. ud to livatoc:k ownen in 
parta of eaatem Canada and British 
Columbia. and in the Yukon Territory 
and the Northweat Territorlea. we. 
determine that lt la limited to • 1pec:ific 
enterprile or imluatry. or group of 
enterpri1ea or indllltriea. and l.I 
therefore countervailable. · 

Of tht five provincel we are 
examinin& for purpo1e1 of tbia 
~veatiaatlon. livatock ownen m only 
Ontario and Quebec an eliaible for · 

' aulatance under the PfOll'UD. We found 
that no benefita were provided to hoa 
producen in Ontario. Therefore. we are 
only conaiderlng the aaaiatance provided 
to Quebec producen. We verified that 
2.7 percent of all paymenta under tbia 
program went to liveatock ownera in 
Quebec. At verification wt found that ao 
percent of feed grainl were consumed 
by hop. Therefore. to calculate the 
benefit to bog producers. we uaed 1.35 
percent (50 percent of 2.1 percent) of 
total paymenta aa the benefit to hog 
producen. We divided this total by the 
dreaaed·weight equivalent of hog• • 
marketed durial the review period in 
the five provinces to obtain an 
estimated net subsidy of Can$0.Q00034/ 
q. (CanSo.000018/lb.) for fresh. chilled.. 
and frozen pork and for aow and boar 
meal 

3. Westem Divenification Program. 
The Weal.em Diversification Program 
waa establishe.d by the federal 
government in August 1987 to diversify 
the economic base of western Ca.Dada 
(British Columbia. Alberta, 
Saskatchewan and Manitoba). The 
program was established aa a five-year 
program with a $1.2 billion 
diverawcation fund. Assistance ls 
provided in the fonn of "contributiona," 
either repayable or non-repayable. The 
amount of funding provided. as well aa 
the terms and condition11 attached to it. 
are determined on a project-by-project 
basia. The federal government funds the 
program: provincial governments do noL 
Interest is rarely charged on repayable 
assistance. Eligible projects include new 
product development. plant 
establishment. new market 
development. industry-wide productivity 
improvement. feasibility 1tudie1 or new 
technology. Upon approval of a project. 
an offer of financial assistance is made. 
Contributiona are disbursed quarterly, 
usually after the project is completed. 

Because thia program is limited to 
western Canada. we determine that it ia 
limited to enterprises or indusUiea 
located in a apecific region of Canada. 
and ii therefore, countervailable. We 
verified that. of the projecta approved to 
date. only one provided benefita on the 
production of hoga or the processing of 
pork duriq the review period. 

To calculate the benefit. 1ince we do 
not have the calendar year 1988 figurea. 
we used a1 beat infonnation available 
the non-repayable contribution 
disbursed to the one bog/pork-related 
project dwinl Dacal year 1988-1989 and 
divided lt bytthe dreased-weipt . 
equivalent of hop marketed during the 
review period in the five province• to 
obtain an estimated net subsidy of 
CanS0.000105/q. (CanS0.000048/lb.) fo1 
fresh. chilled. and frozen pork and for 
sow and boar meaL 

4. Western Tranaportation IndustriaJ 
Development Prosram. Under thia 
prosram. ualatance waa provided by 
the federal government to 
manufacturing. proceasina and related 
service induatriea in Manitoba. 
Saskatchewan. Alberta and British 
Columbia. Thia program expired in ]Wl 
1988 and wu incorporated into the 
Western Diveni!ication Program. 

Becauae thia program ia limited to 
rmn1 in the four provinces of weste~ 
Canada. we determine that it is limitei 
to enterprises or industries located ln 
specific region of Canada, and ia 
therefore countervailable. 

To calculate the benefit under lhis 
program. we divided the grants 
attributable lo pork production duri~ 
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the review pericld bJ the drened-weisht 
eqwv*nt af hop marketed during U. 
review period in tlae five J11UYincn to 
yield an estimated net subeidr of 
CanS0.000054Jq. (CanSOJI0002.;/lb.) far 
fresh. chilled, and hoBen pmt. aad far 
sow and boar meal. · 

B. Federal Provincial Program 

1. Conada/Qaebsc 5'AIJsidj0F7 
Agreemeal oo Asri-Food Dtfve/op111Slt: 
The· Subsidiary Agreemen' on AaJi.food 
Development is pursuant to an 
Economic and Regional Developmenl 
Agreement (ERDA) between lb.a 
GovemmeAt of Canada and the Province 
or Quebec. Programs funded under the 
Subsidiary Agreement include the 
Collowtq: . · 
Program 1: Reaean:b and Development: 

A. Contract Research: 8. Food 
Research 

Pmgram a; Technolop:al Innovations 
and New IDilialivea; A. Agricultural 
Production: B.. Conservation. 
Proceasing and Marketina 

Proal'lllll 3: Soil Conaervation and 
Improvement; A. Inventory of Soil 
Degradation Problems; B. Soil and 
Water Couervation R.esear~ C. 
Technolog Transfer in Soil 8Dd 
Water Conservation. · 

Funding for each prasram and 
subprogram for the daraUon of the 
Subsidiary Aareemeat ia estimated at 
CanS35 million. amt la split evenly 
between the federal and provincial 
governmeata. 

or the leftn subprosram1.available. 
we verified that onlJ three. 1.A.. 2..A. 
and 3.B.. include Dot-telated projects. Of 
these projects. tboee ander aubpro~am 
lA were contracted with univenitin or 
reaearch inatitutiom, and the one under 
subprogram 3.B. was contracted with a 
conaultina film. We verified that \be _ 
projec&a under these two aubprograma 
included proviaions for makina the .. 
ruearcb reswta publicly available. (See 
Section U of the notice. Propaiu 
DelllrmiDtBd to be Not CDuntenailable. 
concemina aubpropama 1.A. and 3.B.) 
The hoa-reJaled projecta undu 
subproaram Z.A. wme conlnlcted wilb 
private individual& ar farmen. and do· 
not involve research. 

Because projects under aubprosram 
ZA are limited to Quebec. we 
determine tbat the federal government'• 
contribution is limited to enterprilea or 
inda&atrie1 located in a specific re,ion or 
Canada and la theralore 
countervailable. Because we verified 
that project. in subprogr.im 2.A. lDYolve 
a large number and a wide variety of 
agricultural products. we determine that 
the provincial aovernment'a contribution 
is not limited to a specific. onlcrpri1a or 

induatf7. or anmp of enterprises. or 
indmtri• aacl is dierefcse DOI 
countervaila ble. 

To cak:Dlate die benefit we •named 
the granta provided m kag-relatl!d 
projects under subprogram 2.A. d\U'inB 
tae review periad and multiplied this 
sum by oue-balf ID factor out die 
Govermnenlo(Quebecc:ontribatioll.~e 
divided tbe resalt bJ die dreueO-weight 
eqamllent ol ba8S mmUted In the five 
proYilu:a dmiq the reYiew period to 
obtain 1111 estimated net subsidy of 
CanSO.OOOo19/kg. (C.anS0000009/lb.) for 
fresh, chilled, and frozen pork and far 
sow and boar meaL 

C. Provincial Programs 

1. AlbenG Crow B~it Of/8ft 
Prog/"OIA. The purpo11 of this program. 
which is adminiatered by Agriculture 
Alberta. ii to eliminate market 
distortionl in feed srain prices crealed 
by tbe federal government'• policy Oil 
grain truaportati~ . 

Auia&a.Dce ia provided cm feed pain 
produced in Alberta. feed grain 
produced oatllde Alberta but aold iD 
Alberta. and feed grain produced in 
Alberta to be fed to livestock on the 
same farm. The government provides 
certi&alel to registered feed 1f8Ul uaan 
and 1'98i1tered feed anin mercbanta. 
which can be aaecl as partial paymenll 
for &rains purchased from grain 
produc:en.. Feed ••in producers who 
feed their own grain to their own 
livestock submil a claim directly to the 
government (or paymeoL 

Hog producers receive benefita'ia one 
of three waya. Hog producers who do 
not grow any of their own feed grain 
receive certificates which are uaed to 
cover part o( the c08l of purcbaains 
gr~ H1>1 producera who pow all of 
their own arain submit a claim to the. 
GovemmeDt of Alberta for direct 
paymenL F"mally. hog prod.ucera wbo 
grow part of their own 1faiD but who 
also purchue grain receive boUa. 
certificate• and direct payment.a. 

Because thi.t program ia limited to 
feed grain usera. we determine that it ia 
limited to a aped& enlerpriae or 
industry, or group of enterprises or 
industries, and i1 therefore, 
count.ervaUable. 

Since we do not have precise data oo 
hog consumption of feed &rain. u beat 
infonnation available. we are using data 
published in JtsriculWr& in Alberio, 
which 1tatea that hop con1wned lS 
percent of the province's barley 
production and lhat barley is the 
primary srain fed to hosa. Therefore. lo 
calculate the benefit. we allocated 15 
percent of the total amount or benefits to 
feed pain uaera in Albena over the 
dressed-weight equivalent of bop 

marketed during the n!'Yiew period in 
the five provinces. On ttris basis. we 
calculated an estimated nef 9\lbsidy or 
CanSo.003228/kg. fCanS0.001464/lb.} for 
fresh, chilled, and fl'D'zen pork. and for 
sow and hoer meat. -

2. Alberta Deportmcrrt of Economic 
Development and Trade Act. The . 
purpose of this program is to foster 
economic development in the province. 
Assistance may be provided in the form 
of grants, loans, Or loan guarantees. 
However, only loams and loan · 
guarantees have been provided under 
the program. Loans and loan guarantees 
are only provided to firms which ca Mot 
receive financing or equivalent financing 
from cammerciaJ sourcea: Two pork 
prodacen in Alberta have received 
benefits under this program. Gainers 
Inc. has received both a loan and a loan 
guarantee from the province under thjs 
program. and Fletcher's F"me Foods has 
received a loan guarantee. 

In order to determine whether a 
domestic program confers a 
countervailable subsidy. we must 
determine whether the benefits provided 
under the program are limited to a 
specific enterprise or industry. m group 
or enterprises or industries. iD 
accordance with aection 77.l(S)fB) or the 
Act. We typically consider t.liree factoni 
when making tbi1determinalicm:11) The 
extent to which a fare.ign government 
acts (as demoD£trated in the langu11ge of 
the relevant enacting legislatioo and 
implementing regulations) to limit the 
availability oI a program; (2) the number 
of enterprises. iDdustriea. ar grou119 
thereo.£ tbal actually uae a progri&m. 
which may include the examination of 
disproportioqate or dominant user~ and 
(3} the extent. and mannes in which. the 
government exerciaea disc.re lion in 
making the program availc.ble. (See, 
Final Affll"11lobve Countervailir.g Duty 
DetermiaaliOSJ and Coontervoiling Duty 
Order. Carboli Stff/ Wire Rod from 
Malaysia (Win Rod). 53 FR 13303, April 
22. 198& and the DOC Position to 
Comment 7.) 

During verification, we found no 
standard criteria for either the approval 
or rejection of applicants under this 
program. We were unable to review 
applications of successful and rejected 
companies under thia program. We were 
also unable to determine why certain. 
companies were approved for either a 
loan or a loan guarantee. lncludins both 
pork packers under investigation in 
Alberta. Provincial officials were unable 
to provide us with a liat of rejected 
companies. They were also unable to 
detennioe the number of companies that 
have applied for benefits under this 
proSUL In addition. we noted that 



rl-12 
30780 Federal..,...._, Vol. 54, No.140 / t.tonday, July 24, 1988 /Notices 

there was no fonnal or standard . 
application procesa. .. :. . , 

Since we were unable to review the 
documents necessary to make an 
adequate evaluation of two of the three 
factors cited above, as best information 
available. we determine that the 
program is limited to a specific 
enterprise or industry, or group of 
enterprises or industries. In making this 
determination. we note that. of the 
amount of loans granted under thia 
program from its inception in 1988 
through March 1989, approximately 75 
percent went to Gainers. Also, in any 
given year there were .only a limited 
number of loan guarantees provided. 

We determine this program to be 
countervailable because the terms of the 
lnan and loan guarantees are 
inconsistent with commercial 
considerations. Du.ring the review 
period, two loan guarantees and one 
loan were provided to pork packers. In 
considering the guaranteed loans, we 
assumed that the packers would not 
have received loans at the interest rates 
p:'Ovided without these guarantees 
because this program is available only 
to companies that could not otherwise 
receive financing. In addition, we found 
that loan guarantees are not provided as 
a normal banking practice in Alberta. 

One loan guarantee was used to 
obtain a short-term interim loan. 
Therefore. to calculate the benefit from 
this loan. we used our standard short­
term loan methodology. comparing the 
ir.terest rate on this guaranteed loan to a 
benchmark rate for non-guaranteed 
loans. No guarantee fee was paid on this 
loon du.ring the review period: therefore, 
we did not deduct a guarantee fee from 
the net benefit. · 

The other loan guarantee was used to 
obtain a long-term loan. and we 
therefore used our standard long-term 
loan methodology. We used as our 
benchmark the average long-term 
corporate bond rate during the review 
period. To that. we added our atandard 
risk premium to reflect the fact that thia 
program is available only to 
u.-,creditworthy companiea. We 
considered as the principal of thia loan 
only the amount attributable to pork 
operations. Because the firm paid part of 
the guarantee fee during the review 
period. we subtracted that portion of the 
fee attributable to the loan for pork 
operations from the net benefil 

We followed the same methodology 
for the one loan provided under this 
program without a guarantee. except 
that no guarantee fee was subtracted 
from the benefit. 

We then totalled the net benefits from 
this program and divided the result by 
the dressed-weight equivalent of hogs 

marketed in the five provinces during 
the review period to yield an estimated 
net subsidy of CanS0.000018/kg. 
(Can.$0.000008/lb.) for fresh. chilled. and 
frozen pork and for sow and boar meat. 

3. Alberta Grant to Fletcher's Fine 
Foods. During verification we found that 
Fletcher's Fine Foods had received a 
grant from the province of Alberta. 
Company officials atated that the grant 
was received prior to the review period. 
but no supporting documentation was 
provided. They were unable to tell us 
under which program this grant was 
provided. 

The grant from the province of 
Alberta is limited specifically to 
Fletcher's, and is therefore 
countervailable. Because we were 
unable to verify that this grant was 
provided prior to the review period, as 
best information available, we are 
attributing the full amount of the grant 
to the review period. We divided this 
grant by the dressed-weight equivalent 
of hogs marketed in the five provinces 
during the review period to yield an 
estimated net subsidy of CanS0.000066/ 
kg. (Can$0.000030/lb.) for fresh. chilled. 
and frozen pork and for sow and boar 
meat. 

4. Ontario Farm Tax Rebate Program. 
The Ontario Farm Tax Rebate Program 
replaced the Ontario Farm Tax 
Reduction Program. While the Ontario 
Farm Tax Reduction Program provided a 
rebate or 60 percent of total property 
taxes levied on eligible farm propertiei. 
the current program provides a rebate of 
100 percent of taxes levied on 
outbuildings and properties only. Taxes 
levied on the residence and one acre of 
land are no longer rebated. 

Any resident of Ontario may receive a 
rebate if he or she owna and pays taxes 
on eligible properties. Eligible properties 
are farming enterprises that produce 
farm products with a gross value of at 
least Can$8.000 in southern and westem 
Ontario and Can$5,000 in northern and 
eastern Ontario. We determine that this 
program is limited to enterprises or 
industries located in a specific region 
within the province. and is thua 
countervailable. However. since all 
farmers in Ontario whose gross output ls 
at lent CanS8.000 are eligible to receive 
a rebate under this program. the 
program is countervailoble only to the 
extent that farmers in northem and 
eastern Ontario whose gross output la 
between CanSS.OOG-a.000 receive 
benefits. 

Based on data taken from the 1988 
Census of Agriculture, Statistics 
Canada. the last year for which 
complete infonnation is available. the 
Government or Ontario estimated that 
4.7 percent of all Ontario swine fanners 

have aales valued within.the Can$5.000-
8.000 range. To calculate the benefit. we 
therefore multiplied the total amount 
paid to swine producers in eastern and 
northern Ontario during the review 
period by 4.7 percent. We divided the 
result by the dressed-weight equivalent 
of hogs marketed in the five provinces 
during the review period to obtain an 
estimated net subsidy of CanS0.000020/ 
kg. (CanS0.000009/lb.) for both fresh. 
chilled, and frozen pork and for sow am 
boar meat. 

5. Ontario (Northem) Livestoclc 
Improvement and Transportation 
Assistance Programs. The purpose of 
these programs is to assist livestock 
producers in northem Ontario by 
reducing their relatively high costs of 
maintaining and improving herd quality 
Livestock producers in northern Ontaric 
are.reimbursed up to 20 percent of the 
cost or purchasing breeding stock and 5 
percent of the transportation cost 
associated with the purchase of such 
breeding stock. 

Because these programs are limited ti 
livestock producers in northern Ontaric 
we determine that they are limited to a 
specific enterprise or industry, or grouJI 
of enterprises or industries. and 
therefore countervailable. 

To calculate the benefit to swine 
producers. we allocated the 
reimbursements made to swine 
producers during the review period ov1 
the dressed-weight equivalent of hogs 
marketed in the five provinces during 
the review period to obtain an estimat1 
net subsidy of leBB than CanS0.000001 i 
either kilograma or pounds for fresh, 
chilled. and frozen pork and for sow a1 
boarmeaL l 

8. Ontario Pork Industry /mproveme 
Plan (OP/IP). The purpose of this 
program is to foster excellence in farm 
busineBB management and the adoptio 
of improved production technologies. 
Assistance ia provided under a numbc 
of subprograms. To be eligible for any 
the subprograms, a producer must hav 
at least 20 sow equivalents (one sow 
equivalent ii equal to one sow or 15 
market-weight hogs marketed annuall 
and must submit the required product 
records. 

Grants are provided to hog produce 
under the following subprogr(ams: Sw 
Production Analysis. Enterprise 
Analysis. Swine Ventilation, 
Productivity and Quality lmprovemer 
Artificial lnaemination. Rodent Contr 
Private Veterinary Herd Health, 
Education. Feed Analysis and Herd 
Health Improvement. 

In addition to the above subpro:;rn 
there are three other subprograms un 
OPUP. One provides grants to the 
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Ontario Swine Artlfac:ial lnsem:illatioa 
Association. • fannet' cooperative 
organized for the purpose of developi113 
swine semen producticm facilities.. Thia 
Association is lhe only licensed 
prodacer of swine semen iD the 
province. The other two subprograms 
provide grants to support (1) research 
projects related to swine production and 
(2) local chapters of the Ontario Porlr. 
Producers' Marketing Board. (For -
additioDal information on these last two 
subprograms. see Section 11 of the 
notice. Programs Determined to be Not 
Cou • .,ten,ai/able..) 

Because the OPIIP provides grants 
under the remaini.Jlg subprograms only 
to swine producers. we determine that 
these remaining subprograms are limited 
to 11 specific enterprise or industey. or 
group of enterprises or industries. and 
are therefore. countervailable. 

To calculate the benefit, we summed 
the grants provided under these 
subprograms during the review period 
end di\ided the result by the dressed· 
weight equh'alent of hogs marketed in 
the five provinces during the review 
period to obtain an estimated net 
subsidy of CanS0.002324/kg. 
(CanS0.001054/lb.) for fresh. chilled. and 
frozen pork and for sow and boar meat. 

7. Ontario Marlceting Assistance 
Program for Parle (MAPP). This program. 
instituted in 1966, assists Ontario port 
processors in their efforts to improve 
domestic market proiipects for pork 
sales and to sustain and enhance their 
ability to compete in global pork 
markets. Pork processors receive grants 
of 25 percent or the total cost or plant 
upgradins. new technology adoption or 
new product developn,ent. 

Because this program pl'O?ides grants 
to only pork processors. we determine 
that it is limited to• specific enterprise 
or industry. or group of enterprises or 
industries. and is therefore. 
countenailable. 

A consumer survey waa also fmanced 
under MAPP. For additional information 
on that project, see Section 11 of this 
notice, Programs Determined to Be Nol 
Counten•ai/ab/e. In addition. there waa 
an export promotion subprogram which 
was not used during the review period. 

To calculate the benefit. we summed 
the grants pro\'ided under this program 
during the review period and divided the • 
result by the dressed-weight equivalent 
of hogs marketed in the five provinces 
during the review peripd to obtain an 
estimated net subsidy of CanS0.000613/ 
kg. (Can.S0.000278/lb.) for fresh. chilled. 
and frozen pork anrl for sow and boar 
meat. 

8. Quebec Farm Income Slabilizalion 
lnsuranc~ Program. Thia program was 
F!arted in 1976 to guarantee a net annual 

income to participating producers. It is 
administeied by the Regie des 
Assurances Agricoles du Qoebec (the 
Regie). The program covers catvea. 
feeder cattle, potatoes. piglets. feeder 
hogs. com. oats. wheat. barley. heavy 
veal and sheep. There are no 
established criteria and no authorization 
for d!!signating additional commoditiea 
to be covered. To be eligible for the 
piglet or feeder has programs. a 
producer must own the hogs or sows he 
insures. be personally involved in 
raising the bogs or piglets, owa at least 
300 insurable hogs or 15 inaurable sows. 
and enroll in the scheme for at least five 
year!!. The coverage year runs from 
April l to March 31. far the feeder hog 
program. and rur.a from July 1 to June 30 
for the pittlet program.· 

The support level i.s calailated 
according to a cost of production model 
that includes an adjustment for the 
difference between the average wage of 
farm workers and the averase wage of 
all other workers in Quebec. Payments 
to growers are calculated on a yearly . 
basis and are made at the end of the 
coverage year. The program is funded 
two-thirds b:v the provincial government 
and one-third by producer assessments. 
Producer and government contributions 
are made once a year and are kept in 
one account from which all 
disbursements are made. Pursuant to an 
amendment of July 13. 1988. producer 
assessments and the stabilized net 
annual income are set according to the 
size of production. effective in the 1988-
89 coverage yea.rs. Payments received 
from another sou."'ce. e.g .. under 11 
tripartite agreement. are deducted from 
any stabilization payments made by the 
Regie. 

Since several major agricultural 
commoditiea. such as esgs. dairy 
products. and poultry. are not covered 
under this program. we determine that il 
is limited to a specific enterprise or 
industry. or group of entefl)rises or 
industries. and is therefore 
countervailable. 

We calcuiatr.d the benefit by 
multiplyill$l ;he total amount or 
stabilization payments made under the 
piglet and feeder hog programs during 
the re\iew period by two-thirds to factor 
out producer assessments. We then 
divided the result by the dressed-weight 
equivalent of hogs marketed in the five 
provinces during the review period (less 
sows and boars) to obtain an estimated 
net subsidy of CanS0.043170/kg. 
(CanSO.ol9582/lb.) for fresh. chilled and 
frozen pork. Because sows and boars 
slaughtered for meat are ineligible for 
benefits under this program, we 
determine the benefit to be zero for sow 
and boar meat. 

9. Quebec Productivity Improvement 
and Consolidation of Livestock 
Production Progwu1 (Farm Building 
lmprovemenls Subprogram}. This 
program was started in 1987 and is 
designed to aid small producers. It is 
divided into ei~ht subprograms. Swine 
growers are only eligible for one 
subprogram. the Farm Building 
Improvements Subprogram. With regard 
to hogs. this subprogram provides grants 
to consolidate production so that the 
procefl'S from farrowing to finishing 
takes place on the same farm. The 
grants cover up to 30 percent of the 
actual cost of the conversion. 

To be eligible for assistance. 
applicants must be recognized farm 
producers according lo the Farm 
Producer's Act and be registered with 
the Bureau de Renseignements 
Agricoles. Producers operuting 
farrowicg facilities must maintai11 
between 40 and 80 sows, and finishing 
farms must maintain between 500 and 
1.000 hogs. The maximum assistance is 
CanSZOO per sow and Ca~25 per hog. 
with a maximum of CanS15.000 per form 
operation for the duration of the 
program. 

Because this subprogram is limited to 
livestock producers. we determine that 
it is limited to a specific enterprise or 
industry. or group of enterprises or 
industries. and is therefore 
countervailable. 

To calculate the benefit. we summed 
the grants pro~ided under thi~ program 
during the review period and divided the 
result by the dressed-weiaht equivalent 
of hogs marketed in th_e five provin~es 
during the review period to oblain an 
estimated net subsidy of CanS0.000010/ 
kg. (CanS0.000005/lb.) for fresh. chilled. 
and frozen pork and for sow and boar 
meat. 

10. Quebec Regional Developr.:ent 
Aasistance Program (lil-estock 
Transportation Subprogram). This 
program was started in 1967 lo promote 
regional development in QuP.bec. The 
program consists of four subprni;irams, 
only one of which. the Li\·estor.k 
Transportation Subprogram. is available 
to hog producers. This subprugrnm 
provides financial assis!ance to r.li~ible 
producers for transporting animiils lo a 
government inspected slau~hrrrhouse. 
Quebec is divided into twP.h·e 
agricultural regions. only five uf which 
(three full regions and pa:ts of two 
others) are eligible for aid undl'r the 
subprogram. These five re~:o:is a~e 
di\'ided into seven zones busf'd on the 
distance from the Montreal·Q•;1:!u•c 
trian~le. where most or the 
slaushlerhouses are locatr.d. Tl':c 
assistance offered varies nr.ccxi!ing to 
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the zone in which the applicant's · 
operation is located. 

Because this subprogram is limited to 
livestock producers in specific regions of 
Quebec. we determine that it is limited 
to a spP.cific group of enterprises or 
industries located in a specific region 
within the province, and is therefore 
countervailable. 

To calculate the benefit, we divided 
the amount of payments made to hog 
producers during the review period by 
the dressed-weight equivalent of hogs 
marketed in the five provinces during 
the review period to obtain an estimated 
net subsidy of CanS0.000025/kg. 
(CanS0.000011/lb.) for fresh. chilled. and 
frozen pork and for sow and boar meat 

11. Saskatchewan Hog Assured 
Returns Program (SHARP]. SHARP was 
established in 1976 pursuant to the 
Saskatchewan Agricultural Returns 
Stabilization Act. SHARP provides 
stabilization payments to Saskatchewan 
hog producers when market returns fall 
below a designated "floor price." The 
program is administered by the 
Saskatchewan Pork Producers' 
Marketing Board on behalf of the 
provincial Department of Agriculture. 
Under the Saskatchewan Agricultural 
Returns Act, the provincial government 
may establish a stabilization plan for 
any agricultural commodity. However, 
in practice, only hogs and cattle have 
such plans. 

To be eligible. a producer must own 
market hogs raised and finished to 
slaughter weight on the production unit 
or purchased as weanlings or feeder 
hogs and fed a minimum of 60 days. 
Coverage is limited to 1.500 hogs per 
producer per quarter. 

The program is funded by producer 
premiums and matching funds from the . 
provincial government. When 
Saskatchewan joined the tripartite 
agreement on hogs effective January 1. 
1986. SHARP payments were reduced by 
the amount of payments received 
through the tripartite program. No 
producers have been eligible to join 
SHARP since December 31, 1985. 
SHARP payments are being phased out 
and will be terminated by March 31, 
1991. 

Stabilization payments are based on 
the sum of the producer's cash costs 
plus 75 percent of the sum of non-cash 
costs for each quarter. Payments are 
made approximately four weeks after 
the end of each quarter. Unlike the 
tripartite program. under which all 
producers of a commodity receive the 
same payment per unit of that 
commodity, each producer under 
SHARP is paid the difference between 
his average market price and the 
support price. 

Although the Saskatchewan 
Agricultural Returns Act allows the 
provincial government t.o establish 
stabilization plans for any agricultural 
commodity. In practice, only hog and 
cattle producers have such plans. 
Because stabilization payments under 
this program are limited to only hogs 
and cattle. we determine that the 
program is limited to a specific group of 
enterprises or industries. and therefore 
countervailable. 

To calculate the benefit, we multiplied 
the total amount of stabilization 
payments made to hog producers during 
the review period by one-half to factor 
out producer premiums. We then 
divided the result by the dressed-weight 
equivalent of hogs marketed in the five 
provinces during the review period (less 
sows and boars) to obtain an estimated 
net subsidy of CanS0.001408/kg. 
(CanS0.000639/lb.) for fresh. chilled. and 
frozen pork. The estimated net subsidy 
is zero for sow and boar meat because 
sows and boars are ineligible for 
benefits under this program. 

lZ. Saskatchewan Livestock 
Investment Tax Credit Program. The 
Saskatchewan Livestock Investment 
Tax Credit Program was introduced in 
March 1984, under the Saskatchewan 
Livestock Investment Tax Credit Act 
The program is administered by the 
Economics Branch of Saskatchewan 
Agriculture. It provides incentives for 
the finishing of livestock in 
Saskatchewan. The program provides a 
tax credit on a per head basis for feeder 
cattle. hogs and lambs seld for 
slaughter. Dairy cows. hogs and lambs 
used for breeding purposes do not 
qualify for assistance. Poultry la also not 
eligible for tax credit under this 
program. 

To be eligible for a tax credit. bogs 
must index 60 or above and be owned 
by a resident of Saskatchewan for at 
least 60 days. (This qualification 
automatically excludes sows and boars.) 
Ther~ is a credit of $3.00 per hog and a 
$100 deductible per claimant per year. 
Any unused portion of the tax credit can 
be carried forward for seven years and 
applied to provincial tax payable. 

Because this program is limited to 
livestock producers, we determine that 
it is limited to a specific enterprise or 
Industry, or group of enterprises or 
industries. and is therefore 
countervailable. 

To calculate the benefit. we divided 
the tax credits net of deductibles 
claimed by swine producers during the 
review period by the dressed-weight 
equivalent of hogs marketed in the five 
provinces during the review period (less 
sows and boars) to obtain an estimated 
net subsidy of CanS0.000721/kg. 

(CanS0.000327 /lb.) for fresh, chilled, and 
frozen pork. The estimated net benefit is 
zero for sow and boar meat because 
sows and boars are ineligible for 
benefits under this program. 

13. Saskatchewan Livestock Facilities 
Tax Credit Program. This program, 
implemented on January 1. 1986, 
provides tax credits to livestock 
producers for investment in livestock 
production facilities. The credit may 
only be used to offset provincial taxes 
and applications for tax credits must be 
received by Saskatchewan Agriculture 
no later than six months after the 
project is completed. 

Unlike the Investment Tax Credit 
Program. livestock' covered under this 
program can be raised for either . 
breeding or slaughter. Eligible livestock 
include cattle, horses. sheep, swine, 
goats. poultry. bees. fur-bearing animals 
raised in captivity, or any other 
designated animals. Investments 
covered under the program include new 
buildings. improvements to existing 
livestock facilities and any stationary 
equipment related to livestock facilities. 

The program pays 15 percent of 95 
percent of project costs, or 14.25 percent 
of total costs. in order not to overlap the 
Business Investment Tax Credit 
Program. a federal program. As with the 
Livestock Investment Tax Credit 
Program. participants may carry 
forward any unused credit for up to 
seven years. 

Because this program is limited to 
livestock producers. we determine that 
it is limited to a specific enterprise or 
industry. or group of enterprises or 
industries. and is therefore 
countervailable. 

To calculate the benefit, we divided 
the total tax credits claimed by hog 
producers by the dressed-weight 
equivalent of hogs marketed in the five 
provinces during the review period to 
obtain an estimated net subsidy of 
CanS0.000355/kg. (CanS0.000161/lb.) for 
fresh. chilled, and fro~en pork and for 
sow and boar meat. 

JI. Prosroms Determined To Be Not 
Counten•ailable 

1. Special Canada Groins Program. 
The Special Canada Grains Program 
1987 Extension provides grants ·to grain, 
oilseed. special crop and honey 
producers who have experienced 
dramatic drops in income due to 
international agricultural policies. To be 
eligible, farmers must have seeded 
acreage in Canada of eligible crops 
harvested in 1987 or have seeded 
acreage which was cut for silage. 
greenfeed. ploughed down. or left tor 
summerfallow due to a natural disaster. 
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Eligible crops include wheat, oats, 
barley, mixed grains. rye, com, and high 
moisture grains which are intended to 
be harvested as grains or fed to 
livestock. 

Because this program is based on 
seeded acreage of eligible crops, we 
determine that ii does not provide a 
countervailable benefit with respect to 
th production or exportation of pork. 
To determine whether this program 
provides a benefit to hog producers, it 
would be necessary to conduct an 
upstream subsidy investigation. 
However. petitioner did not make a 
sufficient upstream subsidy allegation. 
and we therefore did not undertake such 
an investigation. 

. This program la distinguished from the 
feed Freight Assistance Program (FFA), 
which we did find countervailable. 
Under the FFA. the benefit was . 
provided directly to the hog producer for 
the purpose of purchasing feed. Under 
the Special Canada Cratns Program. 
payment is made to a grain farmer 
based on his grain production. 

2. Research Projects under the 
Canada/Quebec Subsidiary Agreement 
on Agri-Food Development At 
verification. we examined· three 
subprograms under the Subsidiary 
Agreement. 1.A., 2.A. and 3.B., which 
include hog-related projects. Of these 
projects. those under subprogram t.A. 
were contracted with universities or 
research institutions. and those under 
3.B. were contracted with a consulting 
firm. We verified that the research 
results of projects under these two 
subprograms are made available to the 
public. including producers of freih. 
chilled. and frozen pork in the United 
States. Therefore. we determine that 
projects under subprograma t.A. and 
3.B. are not limited to a specific 
enterprise or industry, or group of 
enterprises or industries, and are thua 
not countervailable. Subprogram 2..A. ii 
discussed under Section I of the notice, 
Programs Determine:d to be. 
Countervailable. 

3. Research Projects under the 
Canada/Saskatchewan Asricultura/ 
Derelopment Subsidiary AareemenL 
Under' the Canada/Saskatchewan 
Agricultural Development Subsidiary 
Agreement. pursuant to the ERDA 
between the federal government and the 
Province of Saskatchewan, a variety of 
research projects are funded. These 
projects involve crops. livestock. soil, 
irrigation. and human resources. The 
li\·estock projects include a number of 
hog/pork-related projects. including the 
Swine Herd Technology Trunsfer 
Program. Some projects are 100 percent 
funded by the federal go\·crnment, while 
others are 100 percent funded by the 

provincial government. In the end, 
however, dollar amounts for all projects 
work out to be split 50/50 between 
federal/ provincial financing. 

We verified that the research results 
of projects related to hogs or pork 
funded under the Subsidiary Agreement 
are made available to the public. . 
including producers of fresh, chilled. and 
frozen pork in the United States. 
Therefore. we determine that projects 
under the Subsidiary Agreement are not 
limited to a specific enterprise or 
industry. or group of enterprises or 
industries. and are thus not 
countervailable. 

4. Alberta Processed Food Market 
Expansion Program. This program 
promoted consumer awareness of 
Alberta products throughout the . 
province. The promotion was for all 

. agricultural product~ produced In 
Alberta. Because this promotion la 
designed to increase domestic 
awareness. and therefore is tied to the 
sale of products to a market other than 
the United States, we determine that it 
does not provide a countervailable 
benefit to the production or exportation 
of fresh. chilled. and frozen pork. 

s. Alberta Food Processors' Promotion 
Assistance Program. Thia program 
replaced the Processed Food Market 
Expansion Program. The objective of the 
program is fo promote Alberta · 
agricultural products within Alberta. 
Because this promotion is designed to 
increase domestic awareneas. and 
therefore i8 tied to the sale of products 
to a market other than the United States, 
we determine that it does not provide a 
countervailable benefit to the · 
production or exportation of fresh. 
chilled. and frozen pork. 

6. MAPP Consumer Survey. The 
Ontario Ministry of Agriculture and 
Food commiHioned a survey on U.S. 
consumer attitudes toward pork. The 
coat of the survey was CanS250.000 and 
was financed under MAPP. The result• 
of the survey are publicly available both 
inside and outside of Canada. Therefore, 
we determine that the benefits from this 
project are not limited to a specific 
enterprise or industry, or group of 
enterprises or industries, and are thus 

. not countervailable. 
7. ReS'earch Grants under the OP/IP. 

Research grants under OPIIP are 
provided to support research projects 
related to swine production. We verified 
that the results of such research are · 
publicly available both inside and 
outside Canada. Therefore, we 
determine that the benefits of such 
research grants are not limited to a 
specific enterprise or industry, or group 
of enterprises or industries. and are thus 
not countervailable. 

8. Education Grants to the Ontario 
Pork Producers' Marketirig Board under 
the OP/IP. Grants are given to local 
chapters of the Marketing·Bolird to help 
defray the costs of general agricultural 
education programs. The amount of the 
grants is determined by the membership 
of the Of8anization. Because these 
grants are paid to the marketing boards 
for agricultural education programs. we 
datennine that there is no 
countervailable benefit to the 
production or exportation of pork. 

8. Grants to the Pork Producers' · 
Marketing Boards. During verification 
we found that some marketing boards 
had received funds from the provincial 
governments to defray the coat of pork 
promotion campaigns. Because these 
promotions were designed to increase 
domestic consumption, and therefore 
were tied to the sale of products to a 
market other than the United States, we 
determine that they do not provide a 
countervailable benefit to the 
production or exportation of fresh. 
chilled, and frozen pork. 

Ill. Programs Determined Not To Be 
Used 

We determine that the following 
programs were not used by producers or 
exporters in Cariada of fresh. chilled, 
and frozen pork during the review 
period: 

1. Export Expansion Fund. This fund 
covers the costs of federal government 
travel to foreign countries for trade 
consultations or technical seminars. The 
fund also brings foreign officials to 
Canada. No funds were used to.finance 
travei related tq the exportation of pork 
to the United States during the review 
period. 

2. Canada/Alberta Subsidiary 
Aareement on Agricultural Processing 
and Marketing. This subsidiary 
agreem.ent operates under the ERDA · 
between the Government of Alberta and 
the Government of Canada. which 
became effective June a. 1984. The 
agreement is jointly funded and 
administered by the federal and the 
provincial government. The purpose of 

- the agreement is to enhance the 
agricultural processing sector of 
Alberta's economy. 

Applicants who carry out approved 
projects within the agricultural 
processing sector receive non-repayable 
contributions toward eligible costs 
incurred. Eligible projects include the 
establishment. expansion, and . 
modernization of processing operations 
and testing and resc~rch facilities. as 
well as feasibility studies and product 
research and development. 
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We wrified that no assistance waa 
provided to federally-hlspeded pork 
prodwzni (tlle only pmk p'!Odncera 
eligible to export) dmins the NTiew 
period. 

3. Canada/Alberta Livestock Drought 
Assislmlr:e Program This program 
provided relief tD livestock produan ln 
certain areas affected by drought. The 
prognml ... iaim!y funded by the 
provincial and federal sonnlJllellts. 
Eligible livestodt included beef cattle. 
dairy ca~. bison. abeep. sum and 
horses. Hot pl'Oducers were not eligible 
for bene6ta under this program. 

4. Albtuta Livest,ocJs Assjs/aace 
Program. Thia prosram provided 
auistance ta livelltOCk produoers livins 
in area1 not covered by the joint federal­
provincial drought prosram. Liveatock 
eligible for thia program were the MDlt 
as for the joint p~am. Hos producen 
were not eligible fo.r aaaistanm under 
this prograa · 

5. Alberto Red Meal Stabilization 
Program. Thia interim program provided 
aHistance to livestock producers before 
the tripartite agreements were signed. 
We veriried that no a11ri1tance was 
provided to hos or pork producers 
durins the review period. as all 
payments were made during 1985. 

6. Alberta Granls ID Pork Producers. 
The province of Alberta agreed to 
provide funds to two pork producen in 
the province under the same terms and 
conditions as the Canada Alberta 
Subsidiary Agreement on Asricultura1 
Processing md Marketing. However, the 
grants are to be fully funded by the 
province. We verified that uo funds 
were disbursed during the review 
period. · 

7. Manitoba Developmenr 
Corporation. During verification. we 
discove1'8d that East-West Packers 
received a foJ'Riveabte loan from the 
Manitoba DeYelopment Corporation. We 
requested additional tnl'ormation on the 
Manitoba Deve1opment Corporation but 
none wa1 aubmitted. However, uins our 
methodolo8J, the faqpveable loan was 
received too &ate to have provided a 
benefit to lhe compaBJ dmins the 
review period. 

6. Manitoba Has lncotne Stob11iration -
Program. Tbis program provided income 
support payments to hos producers 
when the marbt price for hop fell 
below an estabmhed price aupport 
level It wu funded by premiuma from 
participating producers and from the 
provincial government. Thia program · 
was terminated effective June 28, 1988. 
We veri6ed that no assiatanc:e wa1 
provided to hos producers during the 
reYiew period. u the last payout under 
this program wu made in July 1988. 

9. Ontario Export Soles Aid. Th~ 
prosram assists agriculture and food 
producen a~ processors m deYelopi1111 
markets abroad by providing financial 
and technical iupport fO!' nriom1 
promotional activities. We verified that 
no aBSistance wn provided to hog or 
pork producers during th.e reov;ew period. 

10. Ontario Small Food Processors 
Assistance Program. This program 
assists eligible small food processing 
companies by improYing their access to 
market information, strensthenins their 
businesa planning skill• and 
capabilities, and providing financial 
assistance on eligible capital 
investments. We verified that no 
assistance was provided to hog or pork 
producers durins the review period. 

11. Quebec Meat Sect.or 
Rationalization Program. Under this 
prosram. the Miq!stry of Agriculture 
assumed part of the eligible capital costs 
of investments for the establishment, 
standardi&tion, expansion, 
modernization or amalgamation of 
slaushterhouses and meat procenins 
plants. The program started in 1975 with 
a thre&-year mandate. after which it was 
renewed four times for one year at a 
time. The program officially terminated 
in 1982. with financial assistance 
sranted lDltil 1984. We verified that 
there were no benefits to 
slaushterhou1es or porlt packers under 
this prosram during the review period. 

Commellls 

All written comments submitted by 
the interested parties in thi1 
inveatigati011 which have not been 
previously addressed in this notice ai:-e 
addressed below: 

Comment 1. Respondents assert that 
the application of section 7718 in this 
invesqation ia inconsistent with U.S. 
obligaticma under the General 
Agreement on Tariffs and Trade {GA Tl1 
which stales that a signatory cannot 
impose a duty in excess of the subsidy. 
Respondent• maintain that unlesa il can 
be shown that benefits completely pa11 
through from the producers of the raw 
agricultural product to the procesl01'8 of 
that product. the countervailing duty on 
the procesed product may be sreater 
than the actual subsidy to the producers 
of the processed product. 

Petitioner argues that the application 
of aection 7718 is not a violation of the 
GATI because the type of analysis 
contained in that section has been used 
in several previous asricultural cases 
where a "pass throush" analysis was 
deemed inappropriate. Accordins to 
petitioner, in cases involving agricultural 
products which are closely related. such 
aa hogs and pork. any subsidy paid on 
the raw product is itself paid on the 

initially pro~sed producL MOTeove:r. 
petitioner claims that the govemment of 
Canada has applied a similar ana,ysis in 
a countervailing duty investigation 
involving boneless beef from the 
European Economic Community. 
Petitioner contends that in that 
investigation the Canadians considered 
beMfita to cattle producers as direct 
benefits to producers of boneless beef. 

DOC Position. Section 7718 is 
consistent with Article Vl[3) of the 
GA TI. Article V1['3) of the GA TI' holds, 
in part, "No countervailiDB duty shall be 
levied on any product • • • in exceH of 
an amount equal to ·the estimated . 
bounty or subsidy determiDed to have 
been granted. directly or indirectly, on 
the manufacture. production or export oI 
such product in the country of origin or 
exportation • • ... First. section 771B 
simply recognizes that. due to the nature 
of the market for certain asri.cultural 
products, the subsidy on such products 
is deemed to be provided directly to the 
manufacture, production. or exportation 
of the proceaseil product. See 
Applicalian of Section 771B. Second. 
section 771B does not inflate the subsidy 
given on the raw or processed product. 
In fact. to accurately measure the 
subaidy. we used a conversion factor to 
calculate the percentage of pork yield 
from live swine. For these reasons. 
section 771B remains consistent with the 
GATI. 

Comment 2. Respondents contend that 
section 771B supersedes any prior 
administrative practice regarding raw 
and processed agricultural products. 
Respondents argue that the 
Departmenl's ·practice in such cases was 
not consistent and consequently could 
not be considered to be codified in 
section 771B. 

DOC Position. The criteria codified in 
section 7718 are the same criteria used 
in Swine. In fact. as the legislative 
histoey clearly shows. Consress passed 
this amendment in order to codify the 
Department.a practice in past 
investigations regarding agricultural 
products. particularly the Swine 
investisation. For these reasons, we 
consider previoU11 final and preliminary 
detenninations that discussed these p&SI 
practices to be relevant to this 
investisation. 

Comment 3. Petitioner argues that the 
Department's determination that ZO 
percent value added was not limited in 
Initiation of Countervailing Duty 
Investigation: Certain Table Wine from 
France (50 FR 40480. October 4. 1985) 
(Table Wine), is not relevant to this cas 
because. unlike hogs. grapes have 
several other end uses. Petitioner argue: 
that the value added threshold for a 
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product with multiple alternative retail 
uses is not necessarily the same as for a 
product dedicated to a single end use. 

Respondents argue that the 
Department should find the 20 percent 
value added by pork packers to be more 
than limited. as it found in the initiaUon 
notice for Table Wine. Respondents 
argue that in Table Wine the 
Department refused to consider benefill 
to grape growers as benefits to wine 
producers because the value added by 
wine producers waa at least 20 percenL 

DOC Position. We have determined 
that, in this investigation. it is 
!'easonable to consider the 20 percent 
added by pork producers to live swine 
to be limited value, as the term is 
defined under section 771B. Because we 
never reached a preliminary or fmal 
detenninalion following the initiation or 
Table Wine. the initiation notice for that 
investigation carries no precedential 
weight. . · 

Comment 4. Petitioner contencil that 
the Alberta Crow Benefit Offset 
Program Is countervailable because it 
provides direct benefits to livestock 
producers who use either farm-fed or 
purchased grains. 

Respondents assert that the Alberta 
Crow Benefit Offset Program is not 
countervailable because the program 
only partially offsets the disadvantage 
to grain users created by the federal 
Crow Benefit Program. Respondents 
argue that It is consistent with 
Department practice to find such 
offsetting programs not countervailable 
when there is no groH subsidy to the 
producer .. Respondent1 cite the Final 
Affinnative Countervailing Duty 
Detenninations: Certain Steel Producl8 
from the Federal Republic of Gennany 
(47 FR 39345, September 7, 1982) (FRG 
Steel). and the Final A/finnative 
Countervailing Duty Detenninations: 
Certain Steel Products from Belgium (47 
FR 39304, September 7, 1982) (Belgium 
Steel). u examplea or cue• involvins 
offsetting program which were found 
not countervailable. In addition. 
respondents claim that if there ia any 
benefit to hog producers. that benefit 
goes to an input. grain. and therefore an 
upstream 1ubsidy investigation ii 
required. Since no upstream 
investigation has been carried out. 
respondenll contend that any possible 
benefit to hog producers cannot be 
measured. . 

DOC Position. Unlike the Special 
Canada Grains Program. this program Is 
not tied to grain production: it ii limited 
to feed grain users and merchants. 
Therefore, we h11ve detennincd that it Is 
countervailable. 

The fact that a program is desisned to 
offset the economic effeci. of another 

government program or policy does not 
exempt it &om investigation under the 
countervailing duty law. For example, 
programs designed to exempt certain 
companies from income taxes in order 
to offset the effect of an extremely high 
national income tax policy are still 
potentially countervailable. ln order to 
be conaidered an offset. the criteria of 
the offset provisions of section 771(6) or 
the Act mu1t be mel Clearly, these 
proviaiona were not met here. 

We reject respondents' claim that this 
program ia analogous to FRG Steel. ln 
that investigation. the German 
Government chose to impose an import 
ban on coal and to subsidize coal 
production. We found no 
countervailable benefit to steel 
producers resulting from the coal 
subsidy because the price that steel 
producers were paying for coal was 
higher than the world price. Since the 
FRG Steel determination, we have 
adopted an upstream 1ubaidy analysis, 
which would now be applied to 
determine whether benefits to coal 
producers passed through to 1teel 
producers. In this in\•estigation. the 
benefit is paid directly to grain usera 
and not to grain producers. Thus. there 
ia no need to conduct an upstream · 
subsidy analysis. . 

The precedent set in Belgium Steel 
also does not apply to this investigation. 
In Belgium Steel, the government 
assumed responsibility for funding the 
cost it imposed on the steel companies 
by mandating early retirement of certain 
workers. We determined in that case 
that this a1sistance was not 
countervailable because it benefitted 
only the workers and not the 1teel 
companies. 

Comment 5. Petitioner a88erts that the 
Department should determine that at 
least SO percent of all benefits under the 
Alberta Crow Benefit Offset Program 
are paid to hog producers becauae hogs 
account for about 50 percent of total , 
reed consumption in both eastern and 
western Canada. Petitioner contend.a 
that the 1Z percent figure used in the 
preliminary determine tion should be 
rejected because it is based on the 
relative value of swine with respect to 
other livestock and. therefore. is not 
relevant to the amount of feed grains 
consumed by hogs. 

Respondents argue that the 
Department should not use the 50 
percent figure requested by petitioner 
because (1) It is unverified. (Z) it relates 
to feed consumption in western Canada 
and not Alberta. and (3) it is unclear 
whether this 50 percent figure relate• to 
all feed grains or just com and barley. 

. Moreover. respondents claim that the 12 
percent fig_w-e used in the preliminary 

determination was based on the caab 
receipts for bog producers over the cash 
rect?ipts for all livestock producers. 
Respondents argue that it would be 
more accurate to use the cash receipts 
for hog producers over cash receipts for 
all agricultural production because thia 
program benefits grain producers and 
not livestock producers. Respondents 
claim that the COITeCt percentage or 
payouts which can be attributed to hog 
producers ia 5.48 percent. 

DOC Position. We have used, as best 
infonnation available, data contained in 
the publication Agriculture in Alberta, 
which stated that hogs accounted for 15 
percent of the consumption of the 
province's barley production. and that· 
barley is the primary grain fed to hogs in 
Alberta. We consider this to be the most 
appropriate measure of the benefits 
conferred on hog production under this 
program. We have rejected respondents' 
5.48 percent figure because the relath'9 
value or hogs to other agricultural 
commodities bears no relationship to the 

· amount of grains fed to hogs. The 15 
percent figure published in Agriculture 
in Alberta is the only data we have on 
the amount of grain consumed by·hogs 
in Alberta and represents the beat 
infonnation a\'ailable to measure the 
countervailable benefit under the 
program. 

Comment B. Petitioner argues that the 
full amount or rebates to hog producers 
under the Ontario Farm Tax Rebate . 
Program should be found 
countervailable because some farmers. 
namely those with a gross value or 
production of less than CanSS.000. are 
ineligible for benefits. Petitioner 
maintains that m tWo prior cases. Final 
Affirmative Countervailing Duty 
Determination and Countervailing Duty 
Dreier: Lime from Mexico (49 FR 3567Z. 
September 11, 1984) and Groundfish. 
programs which provided higher 
benefits to certain groups or classes or 
producers were found countervailable to 
the extent that there was a differential 
between the most and the least 
preferred producer. Since the least 
preferred producer in this program 
receives no benefits. petitioner contends 
that all benefita to hog producers should 
be found countervailable. 

Respondents argue that this program 
is generally available to all bona fide 
farmers and that only rebates to swine 
producera in northern and eastern 
Canada with a gross \•alue of production 
between CanSS.000 and Can$8.000 are 
countervailable. Respondents also claim 
that the programa cited by petitioner are 
not relevant in this investigation 
because under those programs, e\•en the 
least preferred producer was included in 
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the program. whereas those farmers 
with a groH value of production of less 
than CanSS.000 are not even eligible 
under this program. Respondents asserr 
that these fartneri are not eligible 
because they are not considered to be 
bona fide farmeri. 

DOC Position. For purposes of this 
program. the province of Ontario has 
defined a bona fide farmer as one with a 
gross value of production of at least 
CanS5.000 a year. We find that 
definition to be reasonable and one that 
does not restrict benefits to any specific 
group within agriculture. However, we 
do find the program countervailable to 
the extent that farmers in southern and 
western Ontario need a gross value of 
production of CanSS.000 to qualify for 
the program. Our decision is consistent 
with the cases cited by petitioner. In 
uch of those cases. we only 
countervailed the difference in the level 
of benefits based on regional distinction. 

Comment 7. Respondents argue that 
the Department is not authorized to 
examine the process by which benefits 
are conferred in determining whether 
benefits under the tripartite program are 
limited to a specific enterprise or 
industry or group or enterprises or 
industries. They state that the CIT has 
"never approved • • • the examination 
of governmental discretion or intent" in 
determining whether a program is 
limited to a specific enterprise or 
Industry or group of enterprises or 
indusbies. They cite Cabot Corp. v. 

· l'nited States. 620 F. Supp. 722. 730 
(1985)(Cabot l), in which the Court ruled 
that the Department "must examine the 
actual results or effects of assistance 
provided by foreign govemnients and 
not the purposes or intentions." 

Petitioner counters that the Cabot I 
citation is part oh larger discuHion 
havins nothing to do with the role of 
intent or discretion. and that "the 
passing reference to intent" ls therefore 
dicta. Petitioner argues that. "in the 
absence of any reliable evidence of 
specific criteria fQr extending tripartite 
coverage to given ·commodities. the 
Department muat examine discretion 
and intent in order to determine how the 
tripartite schemes. as a group. operate." 
. DOC Position. We typically consider 

three factors in detennining whether a 
program la limited to a specific 
enterprise or industry or group of 
enterprises or industries: (1) The extent 
to which a foreign government acts (as 
demonstrated in the language of the 
relevant enactingJegislation and 
implementing regulations) to limit the 
availability of a program: (2) the number 
of enterprises, industries. or groups 
thereof that actually use a program. 
which may include the examination of 

disproportionate or dominant users: and 
(3) the extent. and manner in which. the 
government excercises discretion in 
making the program available. With 
respect to the third factor. it is our 
general policy when verifying domestic 
programs to review the procedures for 
approving or rejecting applications for 
benefits. We must examine relevant 
documents to ensure that a situation 
does not exist where a program. which 
based on the statute appears to be · 
available to all companies in a country. 
ls being administered in a manner that is 
distortive. See. for example. Wire Rod. 

At verification. we found no standard 
criteria for establishing or operating 
tripartite agreements. Instead, we found 
that (1) tripartite agreements only exist 
for nine agricultural commodities: (2) 
tripartite agreements do not exist for all 
commodities requested by producers: (3) 
different levels of stabilization exist 
among commodities covered by 
tripartite agreements. and (4) e\·en 
among swine producers, benefits are not 
available on equal terms, due to the fact 
that Quebec is allowed to maintain its 
provincial stabilization program while 
other provincial stabilization programs 
must be phased out. 

Comment B. Petitioner argues that the 
benefit from t.ie tripartite p:-ogra:n 
should be calculated on a credits-as­
eamed basis. Petitioner states that this 
methodology is consistent with the 
Department.s pas! practice. and cites 
Final Affirmative Countervailing Duty 
Determination and Countervailing Duty 
Order: Certain Steel Wire Nails from 
New Zealand (52 FR 37198, October 5, 
1907), in which benefits under the 
Export Performance 'Faxa ti on lncf'ntive 
(EPTI) program. a New Zealand tax 
prolfl'am, were calculated in this manner 
because there was "no uncertainty as to 
eligibility. no need for complex tflx 
accounting, and no dependence on 
ultimate tax liability." Petitioner asserts 
that the tripintite program is similar in 
that there is "no uncertainty as to 
eligibility, no need for complex 
accounting. and no adjustments for 
Individualized circumstances." 
Petitioner adds that the credits-as­
earned methodology would yield the 
most accurate cash deposit rate bl!ca~se 
ii is "based on market conditions which 
actually existed during the review 
period." 

The Canadian Pork Council (CPC) 
argues that, if the Department does 
detennine that the tripartite program 
and provincial stabilization programs 
are counlervailable. the benefits should 
be based only on government 
contributions to the stabilization fund. 
regardless of payments to producers. It 
characterizes the tripartite program as 

an insurance scheme in which "the 
actual benefit to producers • • ' should 
be viewed as the income security that ie 
available on a continuing basis" which 
"should be measured not by the amount 
of any particular payment a producer 
may receive in any given year. but by 
the funds available in the 'insurance' 
plan, made up of premiums paid by 
producers. provincial and Federal 
governments. and any interest on the 
accumulated funds." The CPC counters 
petitioner by stating that this 
methodol~gy would result in "a more 
predictable level of countervailable 
duties from yP.ar to year. and 11void 
significant differences between depo!:>ltS 

· and a~sessed duties." 
The Canadian Meat Council and 

Canada Pac:kers. Inc .. (CMC and CP) 
a~ree with the CPC but add that if th~ 
Department decides not to use the 
government contribution approach. it 
should use the credits-as-earned 
methodology c;ugg~stt!d by petitioner. 
The CMC and CP qualify this point by 
arguing that the time period used should 
be fiscal year 1988/89 (April 1, 1988-
March 31. 1989). They state that lhe 
credits-as-earned method and the fiscal 
year 1988/89 time period would result in 
a deposit rate "that is most consistent" 
with any final duties which might later 
ht> assessed in an admiui~trative review. 

DOC Position. The Department has 
consistently used the cash flow method 
in determining when benefits are 
recei':e :!. 

There are two exceptions. One applies 
tu certain situations involving big ticket 
items. the production and delivery of 
which may extend over ;;e"·eral years. In 
st1ch situations. the app!io::alion of the 
cash Ouw method would e;iablt! Ci!r'..iin 
counh.:rvaiiable subsiJies to E!O 
unremedit!d. See Final Affirrr.a1il-e 
Countcrruili11s D;;ty Determination: 
Off<;horP. Platform Jackets and Piles 
from Korea. 51 FR 11779 (1986). This is 
not the cast! with payments unJcr tht> 
tripartite program; which \'1.-.v .. l~ br 
captured at the time they are paid out to 
p:ei1hccrs. 

The second exception inrnlves an 
export benefit provided as d pcrccr.t.:;;e 
of the \"alut! o{ the exported 
merchandise (such as a cash payment or 
an overrebate of indirect taxe~) on the 
date of export. This exr.Pption is based 
on the New Zealand EPTI pro)!ram cited 
by petitioner. The EJYrl cx:imple is not 
applicable here. howevrr. hr.cause the 
recipients or the EJYrl payme:"!tS knew ill 
the time they made their c'po~t s:1lcs 
what tht!ir cash pay:nr.r.t \"ll1ld be. ny 
contrast. hog producer;; pr.ro!!cd in the 
tripartite plan for hogs <lo 11111 know 
what cash payments. if a!'l~". :~ey will 
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receive until' their checks are aent oul 
Certainty 81 to the amount to be 
received does not occur when the 
federal and provincial govemments 
contribute to the stabilization fund or 
when hogs are sold. 

Regarding our use of the cash-Dow 
methodology for determining when 
benefits are received. we note that 
under Article Vl(3) of the GA TI' we are 
not allowed to countervail more than the 
actual amount of a subsidy. Our ca1b­
Dow methodology enaure1 that we do 
not exaggerate the actual 1ub1idy paid 
on a product during the period under 
review. The accrual method 1uae1ted 
by respondentl could lead the 
Department to findins a subsidy when. 
in fact. pig farmer. have received no 
payments at all or to 6ndins no benefit 
when Pis fannen actually received 
substantial payments. 

A1 for the arsument made by the CMC 
and CP that we c:hanse our review 
period to the Government of Canada'• 
1988/89 fiacal year. the Department baa 
conaistently refused to change the 
review period in an investigation after 
the preliminary determination. To 
change the review period after the 
preliminary determination would 
substantially prejudice the position oI 
all parties to the proceeding by 
decreasing their ability to comment OD 
our findings. 

Comment 9. Petitioner states that 
there are discrepancies between the 
tripartite payouts reported in the March 

. 9, 1989 response and thote reported !n a 
subsequent response. Petitioner argun 
that the Department abould therefore 
use the higher figures contained ln the 
later response. 

Respondents state that the 
Department verified the fagurea reported 
in the March 9 response and that the 
fagurea contained iD the subsequent 
response are hypothetical amounta 
hued on 100 percent participation in the 
tripartite program. i.e .. participation of 
all ten provinces and all federally and 
provincially inspected plants and all 
exports of market bogs, rather than the 
actual. amounts paid out under the 
program. 

DOC Position. We have based our 
calculations on verified information. 

Comment 10. Respondents argue that 
we should allocate the benefit• provided 
to the production of swine over the 
entire live weight of swine. Citins 
Croundfish. respondents contend that 
when analyzing benefits from a 
domestic 1ubaidy:the Department's 
practice is to allocate those benefits 
over all domestic product.Ion. They state 
that the Department allocated the 
benefit over all fresh r .. h and ahellfiah. 
even though ahellflah waa not under 

Investigation. They also cite Lamb Meat 
1985. in which the Department allocated 
the domestic subsidy aver all products . · 
produced during the slaughter operation. 
including the meat. pelts. wool and offal. 

DOC Position. Respondents cite Lamb 
Meat 1985 as an instance where the 
Department allocated the domestic 
subsidy over all products produced 
during the slaughter operation. This case 
is not relevant to the present 
investigation. however. as hogs are 
raised for tbe sole purpose of p:-oducing 
pork. Lambs. on the other hand. are 
raised for two primary purposes. their 
meat and wool. Groundfish also haa no 
relevance to this Investigation. In 
Croundfish. the Department did allocate 
certain program benefits over fish and 
shellfish. We did so because benefits . 
under those programs were provided to 
both fish and shellfish and could not be 
segregated to the subject merchandise. 

Comment 11. Petitioner arsuea that 
slaughter sows and boan should be 
excluded from the denominator uaed to 
calculate benefits under any program 
that does not cover sows and boar1. 
Sowa and boars are not eligible under 
the tripartite program and were 
considered a distinct aubclasa of 
merchandise in the Department's rU'lt 
administrative rmew of the 
countervailing duty order on ii\.e swine. 
For that review, the rate for all programs 
under investigation waa recalculated by 
deducting %.1 percent of production. to 
account for sows and boars. 

Respondent1, citing the Live Swine 
Rniew, also argue that the Department 
should calculate a separate rate for 
sows and boars and: in .addition. . 
determine which benefits paaa through 
to producer1 of sow and boar meat. 
They maintain that if the Department 
don n01 calculate a separate rate for 
aowa and boars, it will be determlnlns 
that benefits &om programs for which 
aowa and boan are ineligible paa1 
through to aow and boar meat. They 
maintain that aow and boar meat should 
not be subjected to any countervailina 
duty on fresh. chilled. and frozen pork 
produced from market hogs. They 
contend that aow and boar meat la 
distinguishable from market hog meat 
by its color. weight. and consistency. 
and that boar meat must be stamped aa 
auch. 

DOC Position. We have calculated a 
separate rate for sows and boars. Sows 
and boar1 are not eligible for 
stabilization under the tripartite and 
other subsidy programs. Additionally, 
aowa and boan were considered a 
distinct subclass of merchandise in the 
Department's Live Swine Review. 
Following the methodology used In that 
review, we have deducted 2.1 percent of 

hog production to account for sows and. 
boars. where appropriate, from our 
subsidy calculationa. 

Comment 12. Respondents contend 
that the Department's use of total pork 
production in the five provinces 11 the 
denominator is accurate. They maintain 
that, 1mlike imports of live swine. pork 
imports are not identified by their 
province of origin. Additionally. hogs 
often originate in one prO\ince but are 
exported as· pork by another province. 
For these reasons. respondents state 
that calculating the countervailing duties 
using the trade-weighted approach 
would be inaccurate. 

DOC Position. We agree. We verified 
that bogs are often shipped across 

. provincial boundaries for slaughter and 
cutting into pork. Therefore. any 
countervailing duties baaed on the 
trade-weighted approach .would· 
overstate or understate the level ol 
benefit depending on whether the · · 
province ia • net importer or exporter Of 
hogs. 

V erlficatloo 

In accordaoce with section 778(b) .of. 
the Act. except where noted in _this . 
determination. we verified the 
infonnatioa used in making our fmal 
determination. We followed standard 
verification procedures, including . 
meeting with government and company 
officials. examination of relevant 
accounting records. and examination of 
original source documents. our·· 
verification resuJta are outlined in detail 
in the public versions of the verification 
reports. which a\-e on file in the Central 
Records Unit (Room 8--099) of the Main 
Commerce Buildina-

Suapeoaioo of liquidation 

In accordance with section 703(d) of 
the Act. we instructed the U.S. Customs 
Service to suspend liquidation of all 
entries of fresh. chilled, and frozen pork 
from Canada which is entered. or 
withdrawn from warehouse. for 
consumption. on or after May 8. 1988. 
the date of publication of our 
preliminary determination in the Federal 
Rqister. The liquidation of all entries, 
entered or withdrawn from warehouse. 
for consumption will continue to be 
suspended. and as of the date of 
publication of this notice in the Federal 
Regiater, the Custoru Service will 
require a cash deposit or bond for all 
entries ol fresh. chilled and frozen pork 
equal to CanS0.08/kg. (CanS0.036/lb.). 
and zero for all entries of fresh. chilled. 
and frozen 1ow and boar meat. 
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rrc Notification • 

In accordance with aection 705(d) of 
the Act. we will notify the ITC of our 
detennination. In addition. we are 
making available to the ITC all non­
privileged and non-proprietary 
infonnation relating to this 
investigation. We will allow the ITC 
access to all privileged and busineu 
proprietary infonnation in our mes. 
provided the ITC confirms th11t it will 
not disclose such information. either 
publicly or under an administrative 
protective order. without the written 
consent of the Assistant Secretary for 
Import Administration. 

If the ITC determines that material 
injury. or the threat of material injury, 
does not exist. this proceeding will be 
terminated and all estimated duties 
deposited or securities posted as a result" 
of the suspension of liquidation will be 
refunded or cancelled. U, however. the 
ITC determines that such inj.ury does 
exist. we will issue a countervailing 
duty order. directing Customs officers to 
Hscss countervailin1 duties on all 
entries of fresh. chilled. and frozen pork 
from Canada entered. or withdrawn 
from warehouse. for consumption. u 
described in the "Suspension of 
Liquidation" aection of this notice. 

Thia detennination is published 
pursuant to section 705 (d) of the Act [19 
u.s.c. 167'1d(d)). 
Eric L Gullnbl. 
A•1i110nt Secretory for /mpon 
Adminilttalion. 
July17,tm. 
l•'R Doc. •17Z71Flied7-Z1--1:45 UI] 
8IU.l9IO COOi ., ...... 
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CALENDAR OF PUBLIC HEARlN3 

Those listed belcw appeared as witnesses at the United 
States International Trade Camdssion's hearing: 

SUbject 

Inv. No. 

Date and tine 

FRFSH, am.r.ED OR FROZJ?N PORK 
F'RCJtt ~ 

701-TA-298 (Final) 

August 1, 1989 

Sessions \Ere held in connection with the investigatial in 
the Main Hearing Roan 101 of the United States International 
Trade carmission, 500 E Street, s.w., in Washingtai. 

Congressional Appearance: 

Thanas J. Tauke, u. s. caigressman, Second District, State of Iowa 

In ~rt of the i.Irposition of 
CO\lllten@111ng d\lties: 

~. Hine and Floey 
Washington, D. C. 
an bebalf of 

Pork prm 1cers: 

National Pork Producers COUnc1l (NPPC) 
Arkansas Pork Producers council 
COloradc Pork Producers council 
Idaho Pork Producers Association 
Illinois Pork Producers Association 
Iowa Pork Producers Association 
Michigan Pork Producers Association 
Minnesota Pork Producers Association 
Nebraska Pork Producers Association 
North carolina Pork Producers Association 
North Dakota Pork Producers Council 
Ohio Pork Producers COUnc1l 
Pennsylvania Pork Producers Council 
Wisconsin Pork Producers Association 
National Pork council waren 

- m:::>re -



In support of the imposition of 
crnmtenrni J i m duties: 

Pork Pacicers: 

conAgra Red Meats, Inc. 
Dakota Pork Industries, Inc. 
Fa.ml.and Foods, Inc. 
Famstead Foods 
IBP, Inc. 
Illinois Pork CoJ;poration 
'lbom Apple Valley 
Wilson Foods, Inc. 
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Jeremy Kinross-wright · ·· 
Pork Producer, Big Timber, fttlntana 

Bd:> Baker 
Pork Producer, State ·center,·_ Ic:iwa · 

Edward Brems 
Vice President for Processor Sales, 
ConAgra Red Meat, Greeley, Colora.00 

Glenn Gr~-
Professor Emeritus of Agricultural Econani.Cs · " 
University of Missouri, Colurrt>ia, Missouri 

Doyle Talkington, National Pack Producers Council 
• •• \' ~· • ••• l~ 

Mark Roy Sandstrom ) ~ COUNSEL 

- more -
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In oppositial to the inp:>sition c;>f 
CO\.ttltervai 11 pg duties 

Amold &: Porter Minutes 
Washington, D. C. 
on bebalf of: 

'Ihe Canadian Meat council 

'. 

(Members and canada Packers, Inc. ) 

Larey J. Martin, Professor of Agricultural F.conanics, 
University of Guelph, Ontario, canada 

David M. >idarns, General Manager., Canadian Meat council 

Alan o. Sykes, Assistant Profes~r of Law, 
. University of Olicago Law Schqol ,, 

Lawrence A. SChneider 
Michael T. Shor 
SUS~ G. Isa 

) 
) -OF , COUNSEL 
) . 

carreron, Hombostel &: Buttel:JllBll 
Washington, D.C. . . ,. 

on behalf of: 

'Ihe Canadian Pork eo\lncu 
Martin Rice, Executive Secret:pry, 

Canadian Pork Council 

· wn Jjam Ince ) 
) -OF COUNSEL 

Michele c. SheIIte1l ) 

.-end-
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The U.S. Hog Cycle 

In the United States, and in many other countries and regions of the world 
where swine are kept, production is subject to a business cycle, generally 
referred to as the hog cycle. The hog cycle may be described as a change in 
the population or inventory of live animals and a concomitant but opposite 
change in pork production. The cycle reflects the decisions of growers to 
expand ot 'J'.'educe. production in response to economic signals as modified by 
biological constraints. In the United States, a hog cycle is typically 2 years 
in duration from peak to trough and 4 years in duration from peak to peak. 

Biological constraints.--Biological constraints impose a lag in production 
responses, especially for decisions to expand production. When female ~nimals, 
called gilts, are about five months old and weigh about 180 pounds, growers 
normally decide whether to continue to grow them to slaughter weights of about 
220-240 pounds or whether to retain them for breeding purposes. If the 
decision is to retain them for breeding purposes, the gilts must be raised to 
sexual maturity (which occurs at about 8 to 10 months of age) before they are 
suitable for breeding. Hogs give birth, or farrow, after a gestation period of 
about 4 months, or as growers typically say, 3 months, 3 weeks, and 3 days. 
The litters that result from the farrowing are ready for slaughter in about six 
months. Thus, about 14 to 16 months elapse between the time a grower decides 
to keep a gilt for breeding purposes and the time that increased pork 
production results are seen. 

Economic signals.--The economic signals initiating phases of the hog cycle 
include fluctuations in prices or profits or even anticipation of such 
fluctuations. Also, because growers are accustomed to constantly fluctuating 
prices and profits, economic signals typically must be reasonably consistent 
for 2 to 6 months before production decisions are altered, depending on the 
magnitude of the fluctuation. The economic signals typically reflect 
developments occurring in the hog cycle, but may reflect largely exogenous 
variables. The largely exogenous variable that most often influences the cycle 
is the fluctuation in feed prices since feed is the largest single cost 
associated with raising hogs. Other exogenous variables that affect consumers 
include the cost and availability of alternative meats, credit considerations, 
and, indirectly, weather. 

The economic signals that reflect developments occurring in the hog cycle 
are for the most part caused by changes in quantities supplied. For example, 
as the price for live animals rises, growers typically respond by retairting 
additional animals for breeding purposes in order to ultimately have more. 
animals to sell at the higher price. Consequently, fewer animals are available 
for slaughter, putting even more upward pressure on the price and encou~aging 
even more retention of animals for breeding purposes. The expanded number of 
animals kept for breeding purposes eventually results in supplies of animals 
for slaughter that are too large to clear the market at the prevailing price, 
and the price declines. As the price declines., growers typically respond by 
retaining fewer young animals for breeding purposes and by selling for 
slaughter mature animals that had been kept in breeding herds. The additional 
supplies put even more downward pressure on the price, encouraging growers to 
sell even more animals for slaughter. Ultimately. animal supplies are reduced 
to levels that are inadequate to meet demand, and the price begins to rise 
initiating the next phase of the cycle. 
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Analysis of the hog cycle could logically begin at various points along a 
cycle. For purposes of this investigation, an analysis could -begin at January 
1985. An analysis of developments between January 1979 and early 1985 is 
provided in appendix D of USITC publication 1733, Live Swine and Pork From 
Canada, July 1985, the Commission's report on Investigation No. 701-TA-224. 

The changes in profits, referred to as net margins, that occurred during 
January 1985-April 1989 are shown in table D-1 and table D-2, which are based 
on official statistics of the U.S. Department of Agriculture. Table D-1 shows 
the net margins for Corn Belt hog feeding and represents the calculated average 
profit experience for growers in that region who raise feeder animals of about 
40 to 50 pounds to slaughter weights of about 220 to 240 pounds. Such data 
were included in the previously described Commission anaiysis of the hog cycle 
between January 1979 and early 1985 and are included in this analysis to 
provide continuity with that report. 

Table D-1 
Swine: Net margins l/ to U.S. feeders, by months, January 1985-April 1989 

(Per hundredweight) 

Month 1985 1986 1987 1988 1989 

January ........ -$1.10 $1. 83 -$6. 71 -$5.22 -$7.60 
February ....... 1. 28 - 2.29 - 1.62 0.44 - 9.06 
March .......... - 4. 77 - 3.40 - 1.15 - 1. 75 - 5.94 
April .......... - 6.69 - 2.67 3.41 - 0.56 -11. 79 
May ............ - 8.95 2.36 7.83 1.13 y 
June ........... - 6.74 6.95 10.27 - 2.38 y 
July ........... - 6.50 · 11.34 10.10 - 6.82 y 
August ......... 8.75 15.44 7.45 8.76 y 
September ...... - 9.26 9.58 3.23 -11. 59 y 
October ........ - 3.93 4.08 - 0.06 - 8.45 y 
November ....... - 1.81 0.97 - 8.87 -13.45 y 
December ....... - 0.94 - 2.27 - 8.88 - 8.39 y 

l/ Difference between price received by farmers for slaughter hogs and all 
costs (feeder animal, feed, labor and management, interest on purchase, and so 
forth) for raising feeder pigs from 40 pqunds to a slaughter weight of 220 
pounds. 
Y Not available. 

Source: Compiled from official statistics of the USDA. 

·Table D-2 shows the net margins for farrow-to-finish hog production, 1,600 
head annual sales, North Central region, and represents the calculated average 
profit experience for growers in that region who raise animals from birth to 
slaughter weights. Officials of the USDA estimate that about 80 percent of all 
hogs grown in the United States are grown in the North Central region (which 
includes the States of Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, 
Missouri, Nebraska, Ohio, South Dakota, and Wisconsin), where 4 out of 5 hogs 
are grown on farrow-to-finish operations. The format of table D-2 was first 
published by the USDA in May 1987, and the statistical data in the table are 
updated monthly-; 
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Table D-2 
Swine: Net margins l/ to farrow-tp-finish growers, 1,600 head annual sales, 
North Central region, by months, J~nuary 1985-April 1989 

(Per ?tindredweight) 

Month 1985 1986 1987 1988 1989 

January ......... -$0.74 $2.41 $8.60 $6.32 -$S.61 
February ........ 0.70 1.46 9.70 7.73 - 6.56 
March ........... - 3.07 - 0.79 8.37 4.28 - 7.69 
April ........... - 4.81 - 1. so 11.20 3.39 -11.11 
May ............. - 4.27 3.99 lS.43 5.98 y 
June ............ - 0.82 10.10 20.99 7.09 y 
July ............ 0.90 16.39 20.SO 4.44 y 
August .......... - 1.46 19.32 19.31 3.31 y 
September ....... - 3.6S lS.08 lS.64 - 1. 72 y 
October ......... - O.lS 10.52 11.90 - S.37 y 
November ........ 0.01 11. so 3.32 -10.lS y 
December ........ l.S6 11. 27 4. 39 - 6.88 y 

11 Receipts less cash expenses and replacement. 
y Not available. 

Source: Compiled from official statistics of the USDA. 

Table D-3 shows the quantity of pork produced in the United States from 
domestically grown animals and demonstrates the results of the hog cycle. The 
statistics in table D-3 exclude pork produced in the United States from animals 
grown in Canada and imported into the United States for slaughter, and, hence, 
the statistics are not directly comparable with certain other production 
statistics in this report. 

Table D-4 shows the number of animals kept for breeding purposes in the 
United States as of June 1 and December 1 of each year during 1984-88 and June 
1 1989, and when compared with previous year levels, suggests developments in 
the hog cycle. Table D-S shows, among other things, the estimated annual 
slaughter ~f animals grown in the United States during 1984-88 and part of 
1989, and provides a convenient overview of developments in the cycle. 
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Table D-3 
Pork: U.S. production derived from domestic live swine, by months, January 
1985-March 1989 

(In million of pounds) 

Month 1985 1986 1987 1988 1989 

January ........... 1,249 1,254 1,235 1,234 1,283 
February ......... ~ 1,080 1,098 1,066 1,176 1,187 
March .. · ........... 1,195 1,193 1,221 1,351 1,350 
April ............. 1,274 1,286 1,162 1,255 11 
May ............... 1,309 1,207 1,066 1,223 11 
June .............. 1,107 1,058 1,080 1,222 11 
July .............. 1,129 1,049 1,075 1,124 11 
August ............ 1,199 1,028 1,069 1,268 11 
September ......... 1,188 1,130 1,221 1,343 11 
October ........... 1,352 1,279 1,353 1,424 11 
November .......... 1,234 1, 113 1,307 1,445 11 
December .......... · 1,204 1,216 1,382 1,409 1/ 

Total ........ 14,520 13' 911 14,237 15,474 11 

11 Not available. 

Source: Compiled from official statistics of the USDA and the U.S. 
Department of Commerce. 

Table .D-4 
Live swi~e for breeding purposes: U.S. inventories as of June 1, and 
December 1, 1984-89 

Inventory as of-- 1984 

June 1 .............. 7 ,401 
December 1 .......... 6,933 

11 Not available. 

1985 

6,997 
6,783 

1986 

6,420 
6,671 

1987 

7,040 
7,153 

Source: Compiled from official statistics of the USDA. 

1988 

7,530 
7,040 

1989 

7,325 
11 

Net margins (the profit levels) shown in table D-2 were apparently­
somewhat discouraging to growers during 1985 throu5h April 1986. Pork 
production, at 14.5 billion pounds during 1985, sligh\:ly exceeded previous-year 
levels. Table D-3 shows that pork production during Jai:uary-April 1986 
exceeded production during the corresponding period of 1Y~5. Table D-4 shows 
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that inventories of animals kept for breeding purposes, as of June 1, 1985, and 
December 1, 1985, were lower than previous-year levels. Total hog slaughter 
during 1985 was 83.3 million animals, compared with 83.8 million animals in 
1984 (table D-5). 

Table D-:S 
Swine: U.S. slaughter, imports from Canada, and estimated slaughter of 
domestically grown swine, 1984-88, January-March 1988, and January-March 1989 

Quantity (In 1.000 animals) 

Swine- - . 1984 1985 1986 1987 

U.S. slaughter ... 85,168 84,492 79,598 81,081 

U.S. imports from 

1988 

87,795 

Jan-Mar-
1988 1989 

21,358 21,886 

Canada .......... -=l~.3=2=2=--~=1~·=22~7,__~~=5~01=-~~........:..44~6,._~~=8~3~6~~~~1~5~6~-4~1~0 
Estimated U.S. 
slaughter of 
swine gro'Wn in 
the U.S ..... 83,846 83,265 79,097 80,635 86,959 21,202 21,471 

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

Net margins became sharply more positive beginning in June 1986. Although 
less pork was produced during the last 8 months of 1986 than in the 
corresponding part of 1985, the inventory of animals kept for breeding purposes 
as of June 1, 1986 and December 1, 1986, was below previous-year levels; the 
December 1, 1986, inventory was, however, higher than the June 1, 1986, 
inventory. Total pork production during 1986 was 13.9 billion pounds, and the 
number of animals slaughtered was 79.l million. 

Net margins during January-March 1987 were less than in the last 7 months 
of 1986, but still much higher than in the corresponding period of 1986; 
margins rose in April 1987 and were at historically high levels during the 
summer of 1987. Pork production during January-May was below previous-year 
levels, and production during June-August was only slightly more than in the 
corresponding period of 1986. The June l, 1987, and December 1, 1987, 
inventories of animals kept for breeding purposes were higher than previous­
year levels. Pork production during 1987 amounted to 14.2 billion pounds, and 
slaughter of U.S. hogs was 80.6 million animals. 1 

Net margins declined sharply beginning in October 1987, were below 
previous-year levels during that month and December 1987, remained below 
previous-year levels in every month of 1988, and were negative for the last 4 
months of 1988. Margins were negative for at least the first four months of 
1989 in contrast to the positive margins in the corresponding months of 1988. 
The June 1, 1988, inventory of animals kept for breeding purposes was higher 
han the corresponding inventory of 1987, but the December 1, 1988, inventory 
was lower than the December 1, 1987, inventory. The June 1, 1989 inventory of 
animals for breeding purposes at 7.3 million animals was 3 percent below the 
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corresponding inventory in 1988. Po+k production amounted to 15.S billion 
pounds during _1988; slaughter was 86.9 million U.S. animals in 1988. 

The increased pork production beginning in November 1987 increased 
slaughter in 1988, and the drop in the inventory of ani~als kept for breeding 
purposes as of December 1, 1988, s~ggests that the hog cycle is in a modest 
contraction phase. It appears that the profit margins of 1987 resulted in 
expanded inventories. These expanded inventories of animals kept for breeding 
contributed to larger supplies of animals for slaughter, subsequent larger pork 
production, and presumably, reduced profitability. 

Pork production during January-March 1989 amounted to 3,820 million pounds 
compared to 3,761 million pounds in the corresponding period of 1988. 
Slaughter of U.S. grown swine during January-March 1989 was 21.9 million 
animals compared to 21.4 million animals in the corresponding period of 1988. 
Data for January-March 1989 suggest that the U.S. swine industry continued to 
be in a contraction phase. 
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EXCERPTS FROM ANNuAL REPORTS 

Excerpts from annual reports 

Wilson Foods 

"After experiencing large operating losses, Wilson adopted a 
strategy to redirect its busiµess toward value-added fresh and 
processed pork products and to reduce its hog slaughter and 
commodity pork activities to· those necessary to approximate the 
anticipated raw material needs of that business. Since 1982, the 
Company has sold or closed s~ven plants and two marketing centers 
thereby significantly reduciilg its slaughtering capacity and its 
work force ... The Company continues to increase its percent of sales 
volume to the growing food se·rvice industry, reflecting management's 
emphasis on this higher margin channel of distribution which 
exhibits continued growth in demand. l/ 

As far as profit margins are concerned, Wilson stated: 

"During the past few years, the Company has increasingly emphasized 
value-added products because these products generate higher sales 
prices per pound, exhibit lower finished product price volatility 
and generally result in higher and more consistent profit margins" 
than comma.di ty products . " Y 

The company discussed its three new plants and stated: 

"All three plants are now operating profitability, and 
are expected to be major contributors to IBP's earnings 
growth." l/ 

Farmland Foods 

"Extensive advertising and marketing of Farmland Foods' pork 
products and the integration of many value-added and convenience­
added products have made 1988 a very profitable year for the 
company." !±/ 

l/ Wilson Foods 1988 Annual Report and 1988 10-K from the item titled 
"Business" on p. 1. 
Y Wilson Foods 1988 10-K from the item titled "Products and Brands" on p. 4. 
lJ IBP 1987 annual report from the letter of chairman of the board to 
shareholders on p. 2. 
!±/ Farmland Industries 1988 annual report from the general discussion of 
Farmland Foods on p. 18. 
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Smithfield Foods. Inc. 

"Fiscal 1988 was a very gratifying year in the history of 
Smithfield Foods. Both net income and net income per $hare 
reached record levels." 1/ 

Hormel 

"Record earnings were achieveH despite severe pressure on 
margins caused by pork raw material costs that were among the 
highest ever experienced. Offsetting this nearly year-long 
problem were higher sales volumes in many branded product 
lines, plant utilization efficiencies and productivity 
improvements, tight internal cost controls and successful new 
product introductions. Z/ 

1/ Smithfield Foods 1988 annual report, p. 2. 
Zf Hormel 10-K, 1988. 





B-.37. 

.·,. 
'· 

APPENDIX F 
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iMPACT OF IMPORTS ON U.S. PRODUCERS' EXISTING DEVELOPMENT AND 
PRODUCTION EFFORTS, GROWTH, INVESTMENT, AND ABILITY TO 

RAISE CAPITAL 

The CoiPmission requested U.S. producers to describe and explain the actual 
and potep~i~1 negative effects, if any, of imports of fresh chilled, or frozen 
pork from C~nada on their firm's existing development and production e~forts, 
growth, inv~stment, and ability to * * * 

* * * * * * * 
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APPENDIX G 

PUBLISHED PORK AND LIVE SWINE PRICE SERIES 



Tabla G-1 

Pork and llve •vlne prlce• ln the Unlted State•, by pork cut and month, January 1975-Hay 1989 

(In cents ~er ~Qund~ 

Trlmmlngs 7 mkt Eat. 

Loln• Rama Bell le• Plcnlcs Butts 72% Omaha Wholesale Retail 

Year 14-18 lbs 17-20 lbs 14-16 lbs 4-8 lbs 4-8 lbs lean prlce prlce prlce 

1975: 

January .. 

February. 

March ... 

Aprll. 

May .. 

June. 

July. 

Au1uat. 

September. 

October .. 

lovember. 

December. 

1976: 

January. 

February. 

March. 

Aprll. 

May .. 

June. 

July. 

Au1uat ... 

Septembe~. 

October .. 

lovember. 

December. 

1977: 

January .. 

February. 

March. 

Aprll. 

Hay .. 

June. 

July. 

Auauat ... 

77.2 

7 4. 3 

7,. 1 

15.9 

92.7 

98.0 

104.1 

103.4 

109.8 

107.6 

96.2 

88.5 

96.2 

93.1 

84. 4 

87.6 

92. 4 

97.2 

96.3 

83.9 

81.7 

70.6 

65.2 

7 2. 1 

83.4 

8 0. 1 

70.9 

7 3 . 1 

80.8 

86.9 

90.6 

84.1 

65.8 

68.2 

66.3 

64.6 

72.2 

11. 3 

84.6 

91.4 

96.4 

100.7 

93.6 

93.7 

78.7 

78.6 

82.2 

80.5 

78.0 

81.5 

75.9 

74.6 

69.2 

63.8 

72.3 

81. 5 

66.5 

71.6 

70.9 

61.6 

69.9 

71.6 

72.9 

75.2 

60. 4 

61'. 8 

61.7 

61. 7. 

12.5 

81.3 

91. 1 

104.4 

102.3 

91. 4 

78.3 

69.1 

75.1 

67.4 

67.5 

73.6 

73.0 

79.2 

7 4 • 1 

73. 6 

63.6 

4 7. 9 

42.6 

45.7 

51.6 

52.1 

48.9 

55.2 

57.1 

58.5 

62.6 

64.0 

43.2 

42.0 

41.8 

43.6 

49.0 

55.S 

65.S 

60.0 

66.4 

66.6 

59.4 

58.8 

60.9 

58.2 

52.5 

53.0 

54.6 

54.5 

51. 6 

47.5 

4 4. 8 

41.8 

35.9 

4 1 . 0 

4 4 . 0 

4 2. 4 

39.5 

4 0. 3 

43.0 

4 4 . 4 

49.0 

46.0 

59.5 

63.5 

63.6 

60.2 

74. 3 

86.9 

98.1 

91.9 

94.2 

90.5 

8 4. 0 

76.3 

83.9 

85.5 

7 5. 7 

77.2 

7 3. 1 

7 5 ~ 9 

73.7 

62.6 

54.0 

48.0 

43.2 

50.2 

54. 2; 

58.6 

54.8 

5 2. 1 

60.5 

76.6 

7 3. 7 

66.6 

56.3 

53.5 

5 6. 1 

59.5 

65.3 

72.5 

85.4 

82.0 

86.5 

89.6 

68.8 

62.0 

65.2 

73.5 

67.4 

7 1 . 0 

74.1 

73.8 

70.5 

62.1 

56.5 

47.6 

4 2. 1 

48.1 

54.1 

57.5 

50.5 

55.9 

62.8 

69.2 

72.0 

61.5 

38.9 

39.6 

39.5 

40.7 

4 6. 4 

51.2 

57.2 

58.1 

61.2 

58.5 

4 9. 7 

48.3 

48.4 

4 8. 9· 

46.7 

4 7. 9 

48.9 

50.8 

48.3 

4 4 ."O 

3 9. 4 

3 2 • _7 

3 2. 1 

38.1 

39.5 

40.2 

37.5 

3 7 . 0 

4 1 . 8 

4 3. 9 

45.8 

4 4 . 4 

67.4 

67.9 

66.9 

68.9 

78.3 

84.7 

92.4 

99.1 

102.3 

99.8 

89.4 

84.3 

82.6 

79.3 

78.1 

80.4 

80.6 

85.4 

81.3 

7 7. 0 

7 1. 1 

60.7 

60.7 

67.2 

66.6 

67.8 

63.8 

62.9 

69.0 

71.9 

7 4 . 8 

7 4 . 2 

114.6 

114.5 

113. 3 

115. 4 

122.6 

130. 1 

143.3 

1 4 9. 7 

153.3 

158.2 

153.5 

147.1 

143.9 

1.4 1 . 3 

138.4 

136.3 

138.3 

1 4 0. 1 

141.8 

1 3 7. 1 

1 3 2. 4 

124.6 

11 7. 3 

117.0 

119.5 

1 21 . 0 

120.9 

118.8 

120.8 

125.6 

132. 0 

1 3 0. 2 

"' I 

~ 
0 



Pork and live avine price• in the United States, by pork cut and month, January 1975-Hay 1989 

C l n c e~J; L_j)~__l!_Q u n d l 

Trimmings 7 mkt Eat. 

Loin• Sama Belli ea Picnics Butta 72% Omaha Wholesale Retail 

Ytar 14-18 lb! 17-20 lb• 14-16 lbs 4-8 lbs 4-8 lba lean price price price 

1977:-~continued 

September. 

October .. 

November. 

December. 

1978 

January. 

F,• brua ry. 

March. 

·April. 

May .. 

J-une. 

July'. 

Auguat 

Sep.tember. 

October .. 

November. 

December. 

1979: 

January. 

February. 

March. 

April 

May .. 

June. 

July. 

Auguat. 

September 

October .. 

November. 

December. 

1980: 

January. 

February. 

March. 

April. 

84.6 

85.1 

75.8 

87.8 

90.3 

91. 5 

8,.. 9 

87.8 

96.5 

98. 7 

9S ~ 2 

92.6 

100. 5 

106. 1 

93.2 

94.6 

109.2 

106.9 

93.6 

9 3. 5 

90.0 

94.8 

8 6 .'6 

82.9 

87.3 

7 8. 9 

7 3. 0 

81. 5 

8 0. 7 

79.l 

7 4 . 2 

6 9. 3 

7 4 . 2 

81 . 4 

90.3 

88.4 

81.6 

86.4 

76.6 

7 0. 5 

7 7 . 5 

76.0 

76.2 

83.2 

87.6 

95. 8 

9 7. 3 

93.8 

8 3. 7 

8 5. 7 

84.2 

7 3 . 8 

70.3 

6 9. l 

6" 3 . l 

67.2 

6 8. 9 

70.8 

8 6. 3 

75.2 

63.5 

6 5. 9 

6 2, .. 3 

52.2 

55.0 

49.2 

43.8 

51.3 

5 9. 4 

6 7 . l 

74.6 

70.6 

67.0 

56.9 

57.9 

5 8. 4 

60.5 

61. 6 

58.3 

57.7 

60.2 

62.5 

5 4 . 5 

51.9 

46.5 

4 4 . 1 

39.0 

3 6 . 5 

38.6 

33.5 

4 3 • 7 

4 0. 9 

38.8 

34.6 

35.0 

27.9 

45.0 

4 4 .. 5 

41.9 

51.0 

50.0 

52.5 

4 9. 4 

51.5 

53.5 

5 7. 0 

52.0 

57.6 

56.7 

61.0 

5 7 . l 

61 . 6 

66.6 

67.8 

5 9. l 

58.9 

56.l 

51. 6 

49.5 

4 7 . 4 

5 l . 2 

45.0 

4 8. 0 

4 9. 7 

5 4. 8 

52.8 

4 3 . 7 

3 8. 3 

60.3 

60.3 

55.4 

6.1. 6 

69.0 

71.4 

69.0 

68.9 

76.8 

84.8 

7 7. 7 

79.8 

78.6 

79.0 

7 7 . 7 

86.8 

91.2 

91 . 8 

82.5 

7 6. 0 

7 l . l 

65.5 

67.3 

6 3 . 2 

66.8 

58.2 

60.5 

6 8. 7 

68.5 

66.0 

59.0 

50.2 

61. 5 

54.5 

51. 8 

59.5 

63.6 

74.3 

7 3. 3 

7 7. 3 

81.3 

80.0 

11,0 • 7 

8 4. 9 

82.8 

81.3 

82.2 

82.l 

89.3 

96.9 

86.8 

86.7 

85.0 

7 3 . 5 

7 0. 3 

6 9. 7 

7 5. 2 

64.4 

67.2 

66.6 

7 3 . l 

7 2 . 5 

62.2 

5 6. 0 

4 l . 4 

40.8 

3 9. 3 

4 4 .0 

46.0 

48.8 

4 7. 5 

46.0 

49.2 

4 8. 3 

46.8 

48.8 

50.0 

52.2 

48.4 

49.6 

5 2. l 

54.4 

4 9. 4 

45.0 

43.8 

40.3 

38.7 

38.2 

38.6 

34.7 

36.0 

38.5 

37.5 

3 7. 5 

33.? 

28.9 

7 l . l 

7 2. l 

71.l 

7 6. 3 

7 7. 0 

81.7 

7 9. 3 

7 5. 6 

7 9. 7 

76.5 

7 5. 9 

7 8. 0 

82. 7 

88.0 

8 3. 6 

82.4 

8 3. 6 

84.5 

7 7 . 4 

7 2. 5 

68.4 

68.6 

62.2 

61.9 

64.6 

61.2 

6 8. 7 

66.0 

60.6 

5 9. 7 

5 7 • 0 

4 9 . 4 

130.7 

126.8 

1 2 7 . 4 

1 3 0 . 5 

13 3 . 8 

138.0 

139.2 

141. 6 

l 4 l . 4 

l 4 4 . 2 

l 4 4 . 2 

l 4 4 . 4 

145.5 

l 4 9. 4 

l 5 0. 4 

150.5 

15 4 . 2 

157.l 

l 5 6. 9 

l 5 0. 7 

l 4 9. 3 

l 4 4 . 5 

l 4 2 . 4 

135.9 

l 3 5. 6 

l 3 4 . 3 

l 3 2 . 2 

136.3 

1 3 5. 3 

l 3 3 . 2 

1·3 3 . 3 
(:' 

l 2 7 . 8 

DI 
I 

.&:­
~ 



Tabla G-1 

Pork and llva avlna prlcaa ln the Unltad Stat••, by pork cut and month, January 1975-May 1989 

Cln cents per Pound} 

Trimmings 7 mkt Eat. 

Loln• Sama Ball le• Picnlca Burt• 72% Omaha Wholesale Retail 

X1ar 14-18 lb• 17-20 lba 14-16 lbs 4-8 lbs 4-8 lbs lean price price price 

1980:--continue 

May .. 

Jun1. 

July. 

Auau•t. 

Sapt1mbar. 

October .. 

Rovambar. 

December. 

1981: 

January. 

February. 

March. 

Aprll. 

May .. 

June. 

July. 

Auguat. 

September. 

O_ctobar .. 

November. 

December. 

1982: 

January. 

February. 

March. 

April 

May .. 

June. 

July. 

Auguat. 

September. 

October .. 

November. 

December. 

6 9. 7 

79.0 

86.3 

93.9 

94.2 

95.7 

90.8 

91.0 

96.5 

95.2 

90.1 

84.8 

93.1 

100.4 

104.7 

103.8 

103.4 

97.7 

90.0 

84.9 

102.4 

99.7 

93.1 

10). 0 

114.2 

121. 4 

120.2 

121. 2 

122.8 

11 2 . 8 

l 0 l . 8 

104.0 

52.4 

60.3 

-71.8 

80.5 

82.0 

85.9 

84.9 

75.6 

63.7 

66.7 

67.5 

68.9 

67.9 

79.8 

82.4 

84.3 

81.7 

80.9 

82.6 

81.9 

73.2 

78.9 

86.6 

81.0 

85.6 

87.0 

87.5 

97.5 

100.8 

101.3 

106.1 

97.2 

29.4 

32.5 

4 5. 7. 

55.6 

5 4. 7 

57.1 

60.0 

53.9 

50.4 

50.2 

40.2 

48.6 

4 5. 1 

55.3 

5 4. 7 

59.5 

6 0. 1 

55.4 

5 6. 7 

51.5 

62.2 

67.8 

66.7 

7 4. 4 

80.8 

7 6. 7 

84.5 

93. 5 

90. 7 

75.2 

71.9 

74.0 

36.5 

45.2 

55.1 

61. 2 

61.4 

63.8 

5 7 • 3 

5 7. 7 

53.6 

53.2 

48.5 

45.9 

4 8. 3 

57.7 

58. 1 

58.7 

56.7 

56.4 

49.6 

47.6 

55.1 

55.1 

52.4 

5 7. 1 

63.2 

62.5 

61.3 

63.9 

67.8 

61.l 

57.2 

60.2 

52.8 

60.4 

78.0 

84.7 

81. 7 

80.1 

78.0 

7 9. 7 

75.5 

7 1 . l 

66.8 

6 8 ._5 

7 5. 3 

80.0 

92.2 

89.9 

84.1 

7 7. 0 

7 0. 7 

6 7. 2. 

80.1 

76.1 

7 4 . 4 

87.4 

97.7 

102.2 

105.0 

101. 6 

l 0 5. 5 

92.6 

80.7 

9 0. 3 

53.3 

60.3 

78.5 

87.2 

88.9 

90.7 

8 7. 7 

81.5 

7 7 . 6 

7 4 . 0 

62.4 

6 7 . 1 

74.8 

84.4 

82.5 

85.9 

86.9 

76.6 

71.5 

66.0 

74. 9 

82.5 

77.3 

85.2 

94.0 

92.0 

91.8 

95. 3 

9 5. 1 

86.8 

7 8. 5 

7 8. 9 

29.5 

35.2 

4 3. 2 

4 8. 3 

4 7 . 2 

48.2 

4 6. 4 

4 4 • 8 

4 1 • 4 

4 2. 4 

39.5 

39.8 

4 2. 1 

49.0 

50.7 

5 0. 9 

4 9. 7 

45.6 

42.2 

40.1 

45.6 

49.5 

4 9. 4 

5 2. 1 

58. l 

59.2 

59.8 

63.1 

63.0 

56.9 

53.5 

54.9 

50.l 

56.9 

67.7 

7 6. 4 

76.8 

79.6 

78.6 

7 3. 2 

69.0 

69.8 

65.3 

67.0 

68.0 

78.0 

8 0. 1 

8 2. 1 

81.l 

7 7. 6 

7 6. 4 

73.0 

78.2 

81. 5 

82.1 

85.3 

92.6 

93.8 

96.1 

1 0 3 . 2 

l 0 4 . 0 

9 6. 3 

9 3 . 8 

9 l . 7 

1 2 3 . 6 

124.4 

136.2 

1 4 5. 7 

150. 7 

153;8 

1~6. 3 

153.8 

151.5 

14 8." 
1 4 6. 2 

142.7 

144.9 

1 4 6. 6 

15L 9 

l 58. 1 

159. 5 

160. 4 

158. 2 

1 5 7 . 4 

158.2 

160. 7 

161 . 4 

16 3. 0 

16 9. 6 

1 7 5 ·. 4 

181.1 

18 3 . 5 

l 9 0. 3 

190.9 

187.0 

1 8 3 . 5 

"' I 

.$:" 
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Tabla G-1 

Pork and llva avlna prlcaa in the United Stat••, by pork cut and month, January 197S-May 1989 

Cin cant• Dar pound) 

Trimmina• 7 mkt Eat. 
Loin• Rama Balli•• Picnic• Butta 72X Omaha Wholaaale Retail 

Xtar 14-18 lba 17-20 lba 14-16 lba 4-8 lba 4-8 lb• lean price price price 

1983: 

January. 

February. 

March. 

Aprll. 

Nay·· 

.June. . 

.July. . 

Auauat. 

September. 

October .. 

•o•e•ber. 

December. 

19a4: 

January .. 

February. 

March. 

Aprll. 

May .. 

J·une. 

July. 

Auau•t 

September. 

October .. 

•o•embar. 

December. 

198S: 

January. 

February·. 

March. 

April. 

May .. 

June. 

July. 

Auauat. 

112.8 

11 s. 8 

103.3 

98.4 

98.2 

98.2 

9S.4 

91.1 

93.6 

8S.4 

76.0 

92.9 

104.4 

9 4. 1 

as.a 

91.9 

9S.3 

97.6 

114.9 

102.4 

97.6 

86.1 

87.4 

9S.4 

9 7. 1 

93.S 

84.2 

79.9 

8 4. 0 

90.6 

96.9 

93.8 

84.S 

87.4 

76.1 

67.1 

64.0 

63.4 

67.1 

73.9 

73.4 

71. s 
7S.O 

84.S 

69.S 

6 6. 1 

73.2 

73.2 

69.0 

69.7 

72.9 

7a.a 

7 3·. 8 

11. 1 

93.9 

a6.4 

10.1 

7 3 ·. 0 

66.1 

60.1 

S7.4 

62.2 

64.7 

62.2 

80.9 

73.9 

6s. 1 

64.7 

60.8 

60.2 

S9.1 

6S.7 

SS.3 

4 9. 1 

S0.9 

S4.6 

6S.O 

s 4. 1 

S6.0 

sa.J 

S7.4 

67.1 

64.a 

62.2 

S8.0 

S2.8 

60.S 

64.3 

67.S 

6 4 . 1 

6 4 . 3 

SB.8 

S8.6 

70.2 

62.S 

S4.2 

60.6 

60.1 

S2.7 

49.6 

48.4 

48.S 

47.0 

Sl.2 

46.4 

48.3 

42.6 

S3.2 

S6.2 

4S.8 

46.3 

48.3 

44.a 

48.7 

S2.4 

S2.0 

4S.7 
4 ., . 4 

46.2 

49.0 

4 7. 0 

47.S 

4 0. 1 

4 1 . 8 

4 0. 1 

4 1 . 1 

4'. 6 

42.0 

88.6 

81.1 

77.8 

72.6 

7S.7 

78.6 

79.S 

78.8 

70.9 

63.1 

S7.7 

10.6 

76.1 

71.7 

64.1 

68.1 

1 3. ' 
80.1 

94.3 

88.4 

7 2. 3 

63.4 

63.8 

1'. 1 

1 3. 1 

66.4 

61.7 

61.0 

64.S 

66.9 

7 1 . 8 

68.8 

82.S 

86.3 

7 8. 3 

76.2 

76.2 

79.S 

69.6 

76.9 

61 . 4 

S1.1 

SS.4 

63.3 

7 2. 1 

68.6 

68.4 

74.7 

7 1 . 3 

7 6. 4 

76.S 

7 9. 4 

64.4 

62.9 

64.7 

67.2 

69.6 

7 3 . 0 

64.3 

6S.4 

6 7 . 6 

6S.9 

6 9. 7 

6 6. 4 

S6.8 

'1. 3 

S0.9 

4 1.' 
47.0 

4S.7 

4S.7 

4 9. 4 

4'. 1 

41 . 4 

38.8 

4 6 .. 4 

49.9 

46.3 

4°6. 8 

48.3 

48.1 

S0.4 

S4.0 

S2.1 

4 7. 3 

4 4 . s 
48.3 

S0.1 

4 9. 1 

49.0 

4 3. 9 

4 1 . 4 

42.2 

4 s. 7 

47.0 

43.S 

91.6 

91 . 4 

80.6 

7S.S 

7 3 . 0 

72.6 

72.8 

78.2 

1 3. s 
68.4 

67.6 

77.3 

78.3 

71 . 0 

72.3 

1 3. 9 

7'3.0 

11. 1 

82.6 

80.4 

1'. 1 

72.2 

81. 2 

82.0 

7 7. 6 

76.2 

70.8 

6S.S 

6S.6 

7 3 . 1 

7 3. 4 

68.9 

18S.O 

183.3 

18 0. 7 

173.9 

1 71 . 1 

168.2 

166.6 

16S.7 

163.9 

162.3 

1S9.0 

1S8.1 

162.2 

162.9 

1S9.4 

1S9.8 

1S8.6 

1S9.9 

162.2 

16 6. 1 

163.6 

163.9 

16 2. 4 

163.S 

166.0 

16S.6 

164.7 

1s9. 3 

1s8. 7 

1S7.9 

161 . 7 

161 . 8 
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I 
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Table G-1 

Pork and liva avin• pricea in the United Statea, by pork cut and month, January 1975-Kay 1989 

(~n~•nts per pound) 

Trimmings 7 mkt Est. 

Loin• Rama Bellies Picnic a Butts 72X Omaha Wholesale Retail 

Year 14-18 lba 17-20 lba 14~16 lba 4-8 lba 4-8 lbs (ean pri~e price price 

1985:--continue 

September. 

October .. 

November. 

December. 

19 8 6: .. 

January. 

February. 

March. 

Ai» r'11. 

Hay .• 

June. 

July. 

Auauat. 

September. 

October .. 

'November. 

December. 

1987: 

January. 

February. 

March. 

April. 

Hay .. 

June. 

July. 

Auauat. 

September. 

October .. 

November. 

December. 

1988: 

January. 

February. 

Karch. 

April. 

89.4 

9 7. 9 

90.0 

10 0. 3 

95.4 

91.8 

88.1 

9'9 .·3 

10 2 • .s 
111 . 6 
121. 8 

12 .s. 7 

118.8 

109.8 

100.1 

102.3 

98.7 

99.4 

93.3 

102.2 

120.8 

12 4. 4 
121.7 

12 3 . .s 
1 2 2 • 7 

1 0 3 • .s 
80.4 

84.7 

102.4 

94.7 

87.3 

94.1 

61 .-7 

7 .S. 1 

82 . .s 
71 . .s 

62.8 

62.7 

.S9. 6 

H.B 
63.7 

·7 '1. 8 

86.4 

9·2. ·4 

98.3 

100.9 

102.1 

80.2 

62.7 

6s.1 

70.2 

72.8 

71.4 

79.6 

80.6 

87.1 

90.9 

93.8 

89.4 

88. 1 

6 5: 4 

76.2 

7 1 . 2 

62.9 

.s 1 . 4 

.s 2. 1 

.s 1 . 7 

.S8. 6 

61 .'3 

.s 1 . .s 

.so. 8 

'•4 9 • .s 
61.8 

71. 8 

90.1 

8 9. 1 

7 .s. 6 

6'0. 3 

63.3 

6 4 . '7 

66.1 

.s 1. 8 

60.0 

6.s. 8 

67.2 

78.4 

83.6 

80 . .s 
.s 9. 7 

49.4 

4 .s. 9 

42.6 

51. 8 

48.2 

4 5. 3 

4 3 . 2 

4 2. '3 

4 1 . 7 

41 . 6 

4 8. 1 

.so. 5 

4 2 • 4 

37.9 

38.2 

·4 0. 8 

.so . .s 
'.s 7. 8 

62. 1 

61.8 

.S2. 7 

.s 4 . 1 

56. 8 

.s 3. 7 

.so . .s 
44.3 

4 .s . .s 
.s 4 • .s 
.S6. 8 

61.8 

.S9. 6 

5 1 . 7 

50.5 

45.0 

4 4 • 3 

4 7 . 7 

4 7 • 8 

4 1 . 1 

4 1 . 1 

60.7 

61. 0 

62.9 

75.7 

7 1 . 0 

62.0 

60.7 

63.3 

7 .s . .s 
88.6 

101. 8 

10 4. 9 

91. 9, 

81.1 

75.6 

8.S .·o 

7 .s. 8 

68.2 

63.5 

7 9. '3 

90.9 

100.6 

95.3 

86.2 

82. i> 
69.7 

61.9 

62.9 

61.6 

60.8 

60.9 

6 1 . 1 

58.5 

.s.s. 2 

61.8 

7 1. 5 

i0.6 

6 4 .'1 

56.5 

'5 6. 1 

67.6 

'7 9. 1 

88.7 

90.6 

89.0 

73.0 

78.6 

76.1 

7 3. 3 

74.7 

1 0. 3 

78.1 

81. ·9 

87.3 

92.0 

88.5 

80.l 

68.3 

64.7 

62.0 

6 4 ·• 8 

6 3 . 7 

60.3 

60.8 

4 0. 4 

4 4 ." 1 

4 4. 1 

46.9 

4 .s .·.s 
43.6 

40.9 

40.3 

46.9 

.S4. 5 

61.0 

63.4 

.S9. 0 

54.2 

.s 3. 6 

5 1 . 4 

47.4 

4 8. '7 

48.2 

51.9 

5.S. 6 

61.1 

61.9 

60.4 

5 4. 7 

48.8 

4 0. 1 

41 . l 

4 4 . 4 

4 1. 0 

42.8 

4 2. 1 

66.5 

7 4 • 4 

74.8 

75.8 

7 1 . 9 

6'7. 6 

6.S. 1 

63.2 

74.5 

83 . .s 
98. ·o 

101 . 1 

97.0 

90.5 

89.0 

81.7 

7 4 • 4 

72.8 

73.7 

79.2 

84.5 

92.4 

93.6 

95.7 

90.2 

82.4 

7 2. 1 

72.5 

7 1 . 9 

72.6 

67.6 

6 5. 7 

1.S9. 8 

l60.0 

162.4 

166.5 

169.0 

168.3 

16.S. 8 

162.2 

i'62.3 

166.5 

1.8.3. 4 

·1•90. 3 

19'4 . 4 

194.9 

192 . .s 
191.3 

1,88. 1 

185.6 

181 . 3 
. ' 

178.9 

18 3. 7 

187.6 

193.6 

196.2 

196.9 

194 . 4 

189.2 

185.6 

185. 3 

183.1 

1 8 3. 3 

182.9 
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Table G-1 

Pork and live avine price• in the United States, by pork cut and month, January 1975-May 1989 

C I_ n j; e !!_ t .t P~ ~ _ P Q_J.I n_g ) 

Trimmings 7 mkt Est. 

Loin• Rama Belliea Picnics Butts 72% Omaha Wholesale Retail 

Ytar 14-18 lbs 17-20 lbs 14-16 lbs 4-8 lbs 4-8 lbs lean price price price 

1988:--continue 

Hay .. 11 2. 9 63.3 4 6. 4 43.6 78.6 6 7 . 7 4 7 . 6 7 2. 4 18 3 . 6 

June. 110.9 65.6 45.2 44.3 8 2. 7 64.8 4 8. 1 7 2. 4 187.9 

July. 104.9 63.7 40.9 4 1 . 4 7 4 . 4 61 . 6 45.6 68.4 18 7 . 4 

Auauat. 1 0 7 . 0 67.0 38.2 45.6 7 4 . 4 7 0. 0 4 6. 1 69.5 185.5 

September. 9 8. 4 7 1 . 2 33.2 4 4 . 3 64.1 60.2 41.0 66.9 184.9 

October .. 8 5. 3 74.6 3 4 . 7 4 6. 1 59.8 5 5. 4 39.0 64.9 181.6 

November. 7 7. 8 7 3. 4 33.6 3 9. 3 54.3 4 9. 2 36.5 61.9 178.0 

December. 93.6 73.6 3 4. 9 45.2 66.6 5 5. 9 40.6 6 7 . 0 1 7 7. 4 

1989: 

January. 8 9. 3 64.6 3 7. 1 48.0 62.0 62.4 4 1 . 6 63.0 181.1 

February:. 91. 0 66.2 31 . 4 42.9 62.3 5 6. 1 40.9 62.3 1 7 9 ·. 3 

March. 91. 8 61 . 1 3 0. 5 4 1 . 7 58.9 61 . 1 39.9 60.2 1 7 9. 7· 

April. 91.7 55.4 25.6 40.0 60.8 54.8 37.1 56.5 179.5 

May .. 99.8 60.9 2 9. 3 41.6 7 6 . 1 65.2 4 2. 4 62.2 1 7 7. 1 

Source: USDA, Economic Research Service. 
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APPENDIX H 

QUESTIONNAIRE PRICE DATA 
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The Conunission requested U.S. producers and importers to provide quarterly 
unit value data from January 1986 through March 1989 for five pork products and 
one swine product. For each pork product, producers and importers were asked 
to report the average net f.o.b. selling price for all U.S. shipments in that 
quarter. U.S. importers that processed or retailed pork in the United States 
were requested to provide average delivered purchase price information on their 
imports of Canadian pork and their purchases of U.S. pork. U.S. producers were 
also requested to provide delivered purchase price information on their 
purchases of swine from the United States and Canada. The Canadian hog 
producers' provincial marketing boards and U.S. importers were requested to 
provide delivered sales information for the classification of Canadiap swine 
sold in the United States. The specified pork products and classification of 
swine for which price data were requested are listed below: 

Product 1: Ham (pork leg)--Fresh chilled hams, 17-20 pounds; 
skinned (skin collar), bone in, regular shank. 

Product 2: Ham (pork leg)--Fresh chilled hams, 20-26 pounds, 
skinned (skin collar), bone in, regular shank. 

Product 3: Pork belly (side)--Fresh chilled bellies, 14-16 pounds, 
skin on. 

Product 4: Pork belly (side)--Fresh chilled bellies, 16-18 pounds, 
skin on. 

Product S: Loins--Fresh chilled loins, 14-18 pounds, trinuned, 
bone in. 

Product 6: Live swine: Barrows and gilts, 210-240 pounds live 
weight, U.S. grades #1 and #2 or equivalent. 

Price data were requested for products 1-S sold in 2,000-pound crates. Price 
data were also requested for product S sold in 70-80-pound boxes. 

Thirteen U.S. producers and 8 U.S. importers reported unit value data for 
the pork and swine products during the investigation. The responding U.S. 
producers accounted for over SS percent of all U.S.-produced domestic shipments 
of pork and 40 percent of all U.S. purchases of live swine in 1988. Their 
shipments of products 1-S accounted for 10 percent of the total U.S. producer 
shipments of pork in 1988. The responding U.S. importers accounted for less 
than 1 percent of the total imports of Canadian pork in 1988. The responding 
Canadian hog producers' provincial marketing boards accounted for 100 percent 
~f all Canadian exports to the United States of the specific classification of 
swine in 1988. 

Quarterly net f.o.b. price data collected through questionnaires for U.S.­
produced pork products (table H-1) showed the same relative price fluctuations 
and seasonality as did the USDA data (figs. 9-15). 1/ Prices for the U~S.­
produced fresh ham (products 1 and 2) typically increased toward the 

1/ Sales quantities are shown in table H-2. 
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Table H-1 
Pork: Weighted-average net f.o.b. lri.t values of products 1-S reported by U.S. producers arxl. inporters of 
Canadian pork, by products, arxl. by quarters, Jarruary 1986-Marc.h 1989 

(In dollars ~r trurmed pouOOsl 
Product 1 Product 2 Product 3 Product 4 ·Products 

2,000 lb crates 70-80 lb boxes 
Period u.s. Canada lL u.s. u,s •. u.s. u.s. u,s. c.anaroi u 
1986: 

Jan.--lia.r •.••. 63.73 60.20 S7.S3 SO.SS * * * 107.S4 
}pr .-June •••• 63.29 60.72 61.69 SS.8S * * * 116.S3 
July-Sept •••• 9S.03 * * * 93.21 90.41 77.0S * * * 134.76 
()c:t. -[)ec, ••••• 98.61 * * * 94.28 64.44 S8.7S * * * 120.93 

1987: 
JBJl. --l1a.r ••••• 66.62 * * * 63.04 64.31 S8.66 * * * llS.04 * * * 
}pre-June.••• 76.67 * * * 7S.37 69.Sl 68.7S 125.37 132.16 * * * 
.iul:Y-Sept •••• 89.17 * * * 86.39 7S.14 74.11 113.11 139.68 * * * 
C)c:t. -[)ec, ••••• 90.78 * * * 78.86 S0.60 47.92 90.18 108.66 * * * 

1988: 
Jm. --l1a.r ••••• 72.06 * * * 68.41 49.96 46.28 99.S8 111. 77 * * * 
}pr .-June •••• 6S.9S * * * 63.70 S0.69 43.63 * * * 121.10 * * * 
July-Sept •••• 69.16 * * * 68.11 38.62 36.98 117.63 117.74 . * * * 
Ck:t. -J:ec, ••••• 74.93 * * * 70.00 36.S4 33.93 95.80 101.87 * * * 

1989: 
Jan. --l1a.r ••••• 65.6S * * * 61.78 36.04 34.S9 102.37 106.97 * * * 

l/ Che inporter reporting. 

Source: Carpiled fran data sul:mi.tted in response to questionnaires of th? U.S. International Trade Carm:ission. 
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Table H-2 
Pork: Sale quantities of products 1-5 reported by U.S. producers ard jnporters of Canadian potk, by products, 
arrl by quarters, Januazy 1986-March 1989 

(In tlx:Jusards of powdsl 
Product l Product 2 Product 3 Product 4 Product 5 

21 000 lb crates 70-80 lb boxes 
Period u.s. Canada 1L u.s. . u.s. u,s. u.s. u.s. CanaQsi 1 
1986: 

JBl'l. -l1ar ••••• 58,253 134,193 69,564 27,336 * * * 122,078 
~.-June •••• 57,024 140,738 63,604 26,505 * * * 115,226 
July-Sept •••• 51,216 * * * 110,757 53,890 21,596 * * * 93,931 
()c:t.-~ ••••• 50,720 * * * 123,046 65,455 24,348 * * * 100,n4 

1987: 
Jari. -l1ar ••••• 61,351 * * * 115,689 68,809 28,123 * * * 126,745 * * * 
}{Jr. -June •••• 50,835 * * * 104,n8 57,617 26,658 1,987 118,998 * * * 
July-Sept •••• 56,359 * * * 100,115 56,971 23,335 569 ·123,322 * * * 
()c:t.~ ••••• 52,995 * * * 136,698 60,616 31,265 422 139,658 * * * 

1988: 
Jan.-l1ar ..... 51,596 * * * 123,384 59,438 30,772 508 131,873 * * * 
.Apr. -June •••• 41,317 * * * 115,724 61,294 33,111 * * * U7,660 * * * 
July-Sept •••• 44,754 * * * 103,949 51,083 26,018 633 131,763 * * * 
()c:t.~ ••••• 55,455 * * * 136,190 66,628 39,160 1,0U 113,201 * * * 

1989: 
Jan.-l1ar ..... 44,426 * * * 113,694 28,6U 19,496 796 82,700 * * * 

l/ Q);! :inporter reporting. 

Source: C.arpiled fran data subni.tted in response to questiomaires of the U.S. International Trade Camrl.ssiai 
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end of each year. Prices for the U.S.-produced lighter ham product 1 (16-20 
pounds) were higher on a per pound basis than the heavier ham product 2 (20-26 
pounds). Overall, prices for products 1 and 2 were 3 percent higher between 
January-March 1986 and January-March 1989. 1/ Prices for the Canadian-produced 
ham product 1, although representing only one response, remained relatively 
stable through each year of the investigation. Prices for the Canadian ham in 
1988-89 were approximately * * * percent lower than prices in 1986. 

Prices for the U.S.-produced fresh pork bellies (products 3 and 4) 
increased during the first three quarters and declined during the fourth 
quarter in both 1986 and 1987. Prices for both products generally declined 
during 1988. Overall, prices for products 3 and 4 were 37 percent and 32 
percent lower, respectively, between January-March 1986 and January-March 1989. 

Prices for U.S.-produced fresh loins (product 5) varied during each year 
of the period of investigation. Loins packed in boxes holding 70-80 pounds 
were more expensive per pound than loins packed in crates holding 2,000 pounds. 
Prices for Canadian-produced fresh loins packed in boxes holding 70-80 pounds, 
although representing only one response, also showed price fluctuations similar 
to prices of U.S.-produceq loins. 

Delivered purchase prices for the live swine varied for both U.S.- and 
Canadian-produced swine .(table H-3). Overall, prices for the U.S.- and 
Canadian-produced swine were 5 percent and 10 percent lower, respectively, at 
the end of the period of investigation. 

1/ Because of the seasonality of product prices, a quarter/year to quarter/year 
comparison is more applicable. Because of the large fluctuations, price 
comparisons are difficult under any circumstances. 
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Table H-3 
Swine: Weighted-average delivered unit values of U.S.- and Canadian­
produced product 6 purchased.by U.S. pork producers, by quarters, 
January 1986-March 1989 1/ 

(In dollars per hundred pounds) 

Period United States Canadian 

1986: 
Jan.-Mar ................ 43.90 45.32 
Apr. -June ............... 46.76 49.37 
July-Sept ............... 60.08 61.37 
Oct.-Dec •••••••••••.•••. 53.78 52.82 

1987: 
Jan. -Mar . .•....•.•.••.•. 48.96 49.76 
Apr. -June . .............. 56.25 54.68 
July-Sept . .............. 58.98 59.24 
Oct.-Dec •••.••••••••••.• 44.67 47.07 

1988: 
Jan.-Mar .......•........ 45.93 46.64 
Apr. -June . .............. 47.10 48.70 
July-Sept ............... 45.83 45.46 
Oct. -Dec . ............... 40.14 40.99 

1989: 
Jan. -Mar . ......•......•. 41.68 41.00 

11 On a live-weight basis. 
21 Canadian prices based on sales information by Canadian hog 
producers' Provincial marketing boards. 

21 

Source: Compiled from data submitted in response to questionnaires 
of the U.S. International Trade Commission. 


