UNITED STATES TARIFF COMMISSION

WHEAT AND MILLED WHEAT PRODUCTS

Interim Reporfto the President on Investigation No. 22-38
-~ Under Section 22 of the '
Agricultural Adjustment Act, as Amended

TC Publication 643
Washington, D.C.
January 1974



S TARIYEF COMMISSION

COMMISSIONERS

Catherine Bedell, Chairman
- Joseph O. Parker, Vice Chairman
Will E. Leonard, Jr.
George M. Moore
J. Banks Young
Italo H. Ablondi

Kenneth R. Mason, Secretary to the Commission

_. Address all communications to
United States Tariff Comfnission

Washington, D.C. 20436



CONTENTS

Interim report to the President--- -

Finding and recommendation of the Commission -
Statement of the Commission ———

‘Interim réport-———-- 2 —
Current supply and demand situation -
Conclusion :

Appendixes:

Appendix A. The President's letter and the

Commission's notices-of'investigation
and hearing
Appendix B. Statistical tables- -

Tables

Wheat: U.S. production, imports, exports, domestic
consumption, and ending stocks, crop years 1950/51
to 1974/75

Wheat: U.S. average price per bushel received by farmers
on the 15th of the month, crop years 1971/72 to 1973/74--

Wheat: Average U.S. cash prices for leading classes at
major markets, by months, July 1971 to December 1973----

Wheat: World wheat supply and disappearance, crop years
1969/70 to 1974/75

14

15

16

17






INTERIM REPORT TO THE PRESIDENT

U.S. Tariff Commission,
January 15, 1974.

To the President:

Pursuant to your request of October 31, 1973, 1/ the U.S. Tariff
Commission is conducting an investigation under subsection (d) of
section 22 of the Agricultural Adjustment Act, as amended, (7 U.S.C.
624). 2/ The purpose of the investigation is to determine whether the
import quotas on wheat and milled wheat products described in item 950.60
" of the appendix to the Tariff Schedules of the United States (TSUS) may
be suspended without rendering or tending to render ineffective, or
materially interfering with, the programs for wheat now conducted by
the Department of Agriculture, or reducing substantially the amount of
products processed in the United States from domestic wheat.

An iﬁterim ééport bf the Commissioﬁ iﬁ the inveStigation, in-
cluding its finding and recommendation, is submitted herewith. A final
report in the investigation will be submitted at the earliest practi-
cable date, The information contained in this report was obtained
from evidence submitted at the public hearing, from other Government

agencies,-and from the Commission's files.

1/ The full text of the letter from the President dated Octobe:r 31,
1973, is shown in appendix A. v

2/ Public notice of the institution of the investigation was issued
on November 7, 1973. The notice was posted at the Commission's offices
in Washington, D.C., and in New York City, and was published in the
Federal Register of November 14, 1973 (38 F.R. 31482).




Finding and Recommendation of the Commission

' On'the b?sis of its investigation, the Commission finds that the
import quotas on wheat and milled wheat products described in item
950.60 of the appéndix to the Tariff Schedules of the-‘United States
(TSUS) may be suspended until June 30, 1974, without rendering or
tending.to render ineffective, or materially interfering with, fhe
prograﬁéffor'wheat néw conducted by the Department of Agriculture, or
reducing substantially the amount of products processed in the United
States from domestic wheat.

We therefore recommend that the President issue a proclamation

pursuant to section 22(d) of the Agricultural Adjustment Act, as
amended, suspending until June 30, 1974, the annual import quotas on

wheat and milled wheat products.



. Statement of the Commission

Informétion obtained to date‘during this investigation (No. 22-38),
including evidence pres=nted at the public hearing; 1eads us to conclude
that the suspension to June 30, 1974, of the import quotas on wheat
and milled wheat products will not render or tend to render ineffective,
or materially interfere with, the programs for wheat now conducted by
the Department of Agriculture, or reduce substantially the amount of
any products processed from wheat. The principal considerations sup-
porting our finding and recommendation, which we believe are consistent
with the requirements of section 22 of the Agricultural Adjustment Act,

as amended, are set out below.

Interim report

Thie interim report is being submitted in view of the evidence
showing an extremely tight supply situation with respect to wheat for
the current crop year ending June 30, 1974. An additional report will
be submitted at a later date which will cover our findings and‘recom—

mendations for wheat and milled wheat products for the period begin-

ning July 1, 1974,

Current supply and demand situation

Carryover stocks of wheat on June 30, 1973, at 430 million bushels,
were 50 percent lower than the level of a year earlier and, with one
exception, were the lowest in the past twenty years; The sharp reduction

was due primarily to such an increase in foreign demand for U.S. wheat



that exports almost doubled from the level of a year earlier. In spite
of a élightly 1argef domestic crop in 1973, present indications point to
stocks on June 30, 1974, of onl§ 210 million bushels. Such carryover
would be at the lowest level since 1948.

The ptice—support program in effect for wheat for the current
crop.yegr consists of a nonrecourse loan to farmers at $1.25 per
bushel (national average) plus income payments to farmers. The quantity
of wheat owned by the Commodity Credit Corporation (CCC) on June 30,
1973, was the lowest since 1947, and the quantity of wheat placed under
CCC loan during the current crop year, which began July 1, 1973, has
been the lowest in two decades {(table 1).

As a consequence of the tight supply situation, domestic wheat prices
and world wheat prices soared. The mid-December average price received
by farmers was $4.78 per bushel. This price is in contrast to the
average annual farm price for 1964 to 1972 which ranged between $1.24
and $1.80 per bushel. It is our opinion that the suspension of the
import quotag for the period ending June 30, 1974, would not have sufficie
impact on market prices to maférially interfere with the $1.25 per bushel
price-support loan to farmers. On January 10, the cash price of No. 1
Hard Red Winter Wheat (ordinaryiprotein) at Kansas City was at an all-
time high, $5.86 per bushel. Futures prices of current .crop wheat on
the Chicago Board of Trade have also been at record high levels recently.
This is in spite of a record high 1973 wheat crop of over 1.7 billion

bushels and a 1974 projected crop of 2 billion bushels.



The current annual import quota for wheat of 800,000 bushels was
established by the President on May 29, 1941. Although the quota is
apportioned among l4 countries, virtually all of it (795,000 bushels) is
allotted to Canada. For the past three full quota years, less than half
of the annual quota has been utiiized. For the current quota year which
began May 29; 1973, only 136’bushels had entered the United States by
January 10, 1974. The annual import quota for milled wheat products,

4 million pounds, has been about 95 percent filled in recent years; the
quota is equivalent to about 90,000 bushels of wheat.

Carryover stocks at the beginning of the current crop year in
the principal wheat exporting countries were substantially below
normal. Although wheat production in foreign exporting countries in
1973 was slightly above the level of the preceding year, the supply of
wheat available for export from these countries to their normal cus-
tomers for the most part is committed for the balance of the current

crop year. Wheat prices outside the United States have also increased.

Conclusion

In view of the foregoing, we conclude that the impoft‘quﬁtas
on wheat and milled wheat products described in item 950.60 of the
appendix to the Tariff Schedules of the United States (TSUS) may be
suspended until June 30, 1974, without rendering or tending to render
ineffective, or materially interfering with, the programs for wheat
now conducted by the Department of Agriculture, or redﬁcing substan-
tially the amount of products processed in the United States from

domestic wheat.
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and Hearing



U.S. TARIFF COMMISSION

.'THE WHI.TE HOUSE | | ﬁ E @ E ﬂ r\\:y E @

WASHINGTON : NOV 1 1973
| | OFFICE OF CHAIRMAN

October 31, 1973 e

Dear Madam Chairman:

Pursuant to Section 22 of the Agricultural Adjustment: - o
Act, as amended, I have been advised by the Secretary

of Agriculture, and I agree with him, that there is

reason to believe that the import quotas on wheat and
milled wheat products may be suspended without rendering
or tending to render ineffective, or materially inter-
fering with, the programs for wheat now conducted by the
Department of Agriculture, or reducing substantially the

amounts of products processed in the United States from
domestic wheat.

Specifically, reference is made to the articles presently
subject to Section 22 quantitative limitations as described

in item 950.60 of Part 3 of the Appendix to the Tariff
Schedules of the United States.

‘he United States Tariff Commission is therefore directed

:0 make an investigation under Section 22 of the Agricultural
\djustment Act, as amended, and to make findings and recom-
lendations as to whether the import quotas on wheat and milled
theat products may be suspended without rendering or tending
.0 render ineffective, or materially interfering with, the
yrograms for wheat now conducted by the Department of Agri-
:ulture, or reducing substantially the amount of products
yrocessed in the United States from domestic wheat.

'e must, of course, anticipate the possibility that the
uspension of import quotas on wheat could at some future
ate result in interference with the Department of Agri-
ulture's support program for wheat... If significant



acquisitions of wheat products by the Commodity Credit
Corporation occur or threaten to occur, it would be my
intention to invoke the Section. 22 authority to impose
the necessary import controls.

The Commlss1on shall report its findings and recommenda-
tions at the earliest practicable date.

Sincerely,

The Honorable Catherine Bedell
Chairman

U.S. Tariff Commission

Eighth and E Streets
Washington, D.C. 20436



UNITED STATES TARIFF COMMISSION .
Washington

[22-38 7

WHEAT AND MILLED WHEAT PRODUCTS

Notice of Investigation

At the request of the President (reproduced herein), the United
States Tariff Commission, on November 5, 1973, instituted an investi-
gation under subsection (d) of section 22 of the Agricultural Adjust-
ment Act, as amended (7 U.S.C. 624), to review the quotas for wheat
and milled wheat products provided for in item 950.60 of Part 3 of
the Appendix to the Tariff Schedules of the United States. Speci=
fically, the Commission instituted the investigation under subsection
(4) to determine whether the annual import quotas on wheat and milled
wheat products may be suspended without rendering or tending to render
ineffective, or materially interfering with, the programs for wheat
now conducted by the Department of Agriculture, or reduCing substan-
tially the amount of products processed in the United States from
domestic wheat.

The text pf the President's letter of October 31, 1973, to the

Commission follows:

Pursuant to Section 22 of the Agricultural Adjustment
Act, as amended, I have been advised by the Secretary
of Agriculture, and I agree with him, that there is
reason to believe that the import quotas on wheat and
milled wheat products may be suspended without render-
ing or tending to render ineffective, or materially
interfering with, the programs for wheat now conducted
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by the Department of Agriculture, or reducing substan-
tially the amounts of products processed in the United
" States from domestic wheat.

Specifically, reference is made to the articles presently
subject to Section 22 quantitative limitations as de-
geribed in ditem 950.60 of Part 3 of‘the Appendix to the
Tariff Schedules of the United States.
The United States Tariff Commission is therefore directed
- to make an investigation under Section 22 of the Agri-
‘cultural Adjustment Act, as amended, and to make findings
- and recommendations as to whether the import quotas on
wheat and milled wheat products may be suspended without
’rendering or tending to render ineffective, or materially
interfering with, the programs for wheat now conducted
by the Department of Agriculture, or reducing substantially
the amount of products processed in the United States
from domestic wheat.

We must, of course, anticipate the possibility that the
suspension of import quotas on wheat could at some future
date result in interference w.th the Department of Agri-
culture's support program for wheat. If significant
acquisitions of wheat products by the Commodity Credit
Corporation occur or threaten to occur, it would be my
intention to invoke the Section 22 authority to impose
the necessary import controls.

The Commission shall report its findings and recommen-
dations at the earliest practicable date.

Sincerely,
(signed)
Richard Nixon
The date for a public hearing in connection with this investiga-
tion will be announced at a later time.

By order of the Commission: ’;4;E::iﬁ‘/%ff’é?:zi21_§\__

KENNETH R. MASON
Secretary

Issued: November 7, 1973
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UNITED STATES TARIFF COMMISSION
' Washington '

[ 22-38 7
WHEAT AND MILLED WHEAT PRODUCTS

Notice of Hearing

Notice is hereby given that on January T, 1974, the United States
Tariff Commission will hold a public hearing in connection with Inves-
tigation No. 22-38 under subsection (d) of section 22 of the Agricul-
tural Adjustment Act, as amended (7 U.S.C. 624), to review the quotas
for wheat and milled wheat products provided for in item 950.60 of
Part 3 of the Appendix to the Tariff Schedules of the United States.
The Commission on November 5, 1973, instituted the iﬁvestigation under
subsection (d) to determine whether the annual import quotas on wheat
and milled wheat products may be suspended without rendering or tending
to render ineffective, or materially interfering with, the programs
for wheat now conducted by the Department of Agriculture,,or reducing
substantially the amount of products processed in the United States
from domestic wheat.

The public hearing will be held in the Tariff Commission's Hear-
ing Room, Tariff Commission Building, 8th and E Streets,'N.W.e Wash-
ington, D.C., 5eginning at 10 a.m., E.S.T., on January 7, 197k. All
parties will he given opportunity to be present, to produce evidence,
and to be heard at such hearing, Interested partiee desiring to
appear at the public hearing should notify the Secretery of the‘Tafiff

Commission, in writing, at its offices in Washington, D.C., not later

11
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than noon Wednesday, January 2, 19T4. The notification should indi-
cate the name, address, telephone number, and organization of the
person filing the fequest, and the name and organization of the wit-
nesses who will testifyﬁ

Because Qf the limited time available, the Commission reserves
the right to'iimit'the time assigned to witnesses. Questioning of
witnesses ﬁill be limited to members of the Commission and officials

of the Department of Agriculture.

Written submissions. Interested parties may submit written
statements of information and views, in lieu of tﬁeir appearance at
the public hearing, or they may supplemént their oral testimony by
written statements of any desired length. In order to be assured of
consideration, all written statements should be submitted at the
earliest practicable date, but not later than ten days after the
conclusion of the public hearing.

With respect to any of the aforementioned written submissions,
interested parties should furnish a signed original and nineteen (19)
true copies. Business data to be treated as business confidential
shall be submitted on separate sheets, each clearly marked at the
top "Busineés Confidential," as provided for in section 201.6 of the
Commission's Rules of Practice and Procedure. |

By order of the Commission: ’;;fi:i¢4Zi;EZZi__—

KENNETH R. MASON
‘Secretary

Issued: November 8, 1973

12
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Appendix B

Statistical Tables
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Table 2 ~-Wheat: U.S. average price per bushel received by farmers

15

.on the 15th of the month, crop years 1971/72 to 1973/74

Crop year beginning July 1--

Month
1971/72 : 1972/73 1973/74
July-—- $1.34 : $1.32 : $2.47
August 1.28 : 1.51 : 4,45
September : 1.26 : 1.73 : 4.62
October--- —— 1.30 : 1.89 : 4,22
November - 1.31 : 1.97 : 4.20
December—-— 1.34 : 2.38 : 4.78
January-— 1.33 : 2.38 :
February — 1.34 : 1.97 :
March -3 1.34 : 2.06 :
April ——— 1.36 : 2.15 :
May : 1.38 : 2.15 :
June--- 1.33 : 2.43 :

Source: Compiled from
of Agriculture.

official statistics of the U.S. Department

15
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Table 4 --Wheat: World wheat supply and disappearance, crop years
1969/70 to 1974/75

(In millions of bushels)

; ' Carryov : - ‘' Consump-

crop year 1/ Cammoves [ predue gy (Cgpoumy

1969/70- : 2,849 : 11,230 : 2,053 : 11,157

1970/71 : 2,922 : 11,340 : 2,054 : 11,865

1971/72- : 2,398 : 12,514 : 2,059 : 12,369

1972/73 4/ : 2,543 : 12,164 : 2,698 : 13,059

1973/74 5/-=—=—- — 1,649 : 13,037 : 2,465 : 13,242
1974/75 éj - 1,444 : :

1/ Data in this table are based on an aggregate of differing local
crop years. ‘

2/ Stocks data are only for selected countries and exclude such
important counties as the USSR, the People's Republic of China and
part of Eastern Europe for which stocks data are not available.

3/ For countries for which stock data are not available, consump-
tion estimates assume a constant stock level.

4/ Preliminary.

5/ Estimated.

Source: Compiled from official statistics of the U.S. Department of
Agrieulture.
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